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RBS RBS
RBS
RBS RBS
IFRS RBS
2014 12
31 RBS 15 2014 12 2015
50
RBS RBS RBS
RBSG
@
2009 11 26 RBSG
80
RBSG
RBSG 80
2009 12 22
RBSG PRA FSA
RBSG Tier
60 20
RBSG
80
2013 12 16 RBSG PRA 80
RBS 2013
2009 RBSG

1,208
320
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RBSG
RBSG
RBSG
RBSG Tier
RBSG
RBSG
RBSG 75
RBSG 75
RBSG
75
RBSG
(2) DAS
DAS 2009 (€D)
2014 RBSG DAS DRA 2014
25 RBSG DRA RBSG DAS 320
RBSG DAS 11.8
HMT DAS DAS
2016 2016
2021
2021 10 DAS
DAS
©)
RBSG RBSG
RBSG

RBSG
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RBS
2014
RBS
RBS RBS
RBS
RBS
RBS RBS
RBS
®
RBS
(5) RBS
2013 27 RBS RBS
600 1PO RBS
1PO 600
1PO
1PO
1PO 49
1PO 1PO RBS
49 1PO 10
RBS
270
©)
2014 26 RBSG CF
CFG SSA SSA  RBSG CFG
SSA  RBSG CFG 4.99
RBSG CFG
RBSG SSA
CFG SSA CFG
RBSG
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1PO
2013 10 21

600

SSA

G 1PO
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CFG
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CFG

@ UKFI
2014 11

UK
RBSG

CFG
SSA SSA

RBSG CFG
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(1) 2014 12 31

2013 2014
2013 7,309
3,486
3,994 20
2013 7,367
2013 8,137
1,337
CPB
2013 8,125
CIB
761 517 244
2013 15,985 2,433
752 10,196
2013 4,465
2013
3,015 2014
59

185
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3,234
15
2,403
2,202 2013 4,465
1,670 1,190
PBB
236 8,866
2,373 29 5,752
CIB
1,670 1,190
228
AFS 2013
15 13,552
2013 10,948
2,202
720
190 2012 IT
PPI 650
398



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooOoooOoo
1,154 2013 572
378
8,137 RCR 4,821
2014 1,337 RCR 1,298
365
2014 RBS
29.5 RBS 2015
2014 12 31
3,994
2014 12 31 Tier 10.0 Tier 10.0
15.5
@
PP1
RBS
2014
C )
2,045 1,352
677 (1,552)
2,722 (200)
1,782 942
320 101
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2,102 1,043
117 (1,851)
(3,719) (2,102)
761 659
RCR 1,442
(4,400)
/¢ HY® 3,425 (6,851)
(128) (25)
6 162
(130) (208)
1 161
(771) (606)
C ) 2,403 (7,367)
() /¢ )
2014 2013
5,409 5,231
1,374 1,394
123 108
1,497 1,502
6,906 6,733
(1,140) (1,167)
(439) (567)
(1,713) (1,730)
@) (145)
(100) (99)
(887) (950)
(4,281) (4,658)
2,625 2,075
/( ) 97 (2,275)
2,722 (200)
@ (3.292) (3.464)
@ 3,711 994
154.5 159.2
(5-3) (8-4)
149.2 150.8
161.8 160.0
161.9 160.2
169.3 166.6

4.9 5.8
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[€H)
PBB
PBB
PBB
PBB  RBS
18
ATM
2014
4,773 4,612
1,235 1,253
68 9
1,303 1,262
6,076 5,874
(893) (928)
(365) (504)
(1,514) (1,519)
(10) (118)
(75) (92)
(906) (860)
(3,763) (4,021)
2,313 1,853
@ (268) (501)
2,045 1,352
@ (2,772) (2,951)
@ 3,036 2,422
7.4 8.1
103.2 99.3
14.3 14.6
4.9 5.8
129.8 127.8
(2.6) (3.0)
127.2 124.8
134.3 132.0
134.3 132.0
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148.7 1449
4.9 5.8
(1) 2013  RCR
@
PBB
PBB 2014
PBB 2014
PBB 2014

PBB 250
10

PBB 2014

630 18 744 37
PBB
Help to Buy 2013
PBB 15,000
PBB
13,000
PBB 2014
PBB
ATM
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2013

41

PBB

PBB

Pay-m

PBB
2,42

47

693
2

650

2014

268

179

268
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PBB
Best new service of the year
6.9
23
Pay-m 2014
1.8 WiFi
2,045
3,036 6,076
2,772 233
161
2014 CPB PBB
258
FSCS
39 1,032
37 197 10

2014 2013
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636 619
139 141
55 99
194 240
830 859
(247) (239)
74 (63)
(199) (211)
8 27)
(25) @)
19 (90)
(518) (637)
312 222
/( y» 365 (1,774)
677 (1,552)
@ (520) (513)
@ 675 (1,428)
17.5 19.0
1.0 3.4
0.3 0.7
4.9 7.1
1.0 1.2
24.7 31.4
@.7 G4
22.0 26.0
27.5 28.0
27.6 28.2
20.6 21.7
(1) 2013  RCR 892
®
RBS
RBS 2014
2014 44 RCR
2014 2013
2014 677 2008

2013
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2014
57 2012
15,000
484
2014
2014 40
10
90
2013
2013 2014
2013 1,552 2014 677
2013 1,774
365 2013 1,428
675
312 2013 90
2013
29 830 17 636
39
2.27
PPI 109
15
44
2014 2013

2,915 2,766
1,216 1,297
342 318
1,558 1,615
4,473 4,381
(821) (827)
(321) (353)
(855) (955)
(48) (36)
(52) (33)
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(202) (453)
(2,299) (2,657)
2,174 1,724
(72) (681)
2,102 1,043
€H) (1,997) (2,135)
€H) 2,404 1,565
102.7 101.8
1.1) (1.6)
101.6 100.2
110.1 109.4
110.2 109.4
28.3 29.7
122.8 127.9
@)
2020
RBS
2014 2013
2,212 2,083
885 944
283 253
1,168 1,197
3,380 3,280
(508) (513)
(249) (270)
(567) (610)
(40) (18)
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(46) (28)
(112) 247
(1,522) (1,686)
1,858 1,594
€y (76) (652)
1,782 942
@ (1,329) (1,393)
@ 1,980 1,235
18.3 20.2
14.2 11.7
6.9 7.9
7.0 6.9
6.0 5.8
3.4 3.6
3.7 3.7
1.9 2.1
24.7 23.1
86.1 85.0
(1.0) (1.5)
85.1 83.5
89.4 87.9
89.4 87.9
86.8 90.9
(1) 2013  RCR 123
@)
2014 120
400
2014
8,400 Statement of Appetite
47 2015

2015
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140
2013 2014
942 1,782
576 164
100 745 1,980
129
29
2014
164 10
69
2013 RCR 576 76
RCR
453
2014 2013

703 683

331 353

59 65

390 418

1,093 1,101

(313) (314)

72) (83)

(288) (345)

® (18)

©) ®)

(90) (206)

@17 (971)

316 130

/( ) 4 (29)

320 101
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@ (673) (742)
o) 424 330

@)
230 267
(257) (357)
— (20)
(0] (110)
5.4 5.5
8.9 8.7
2.3 2.6
16.6 16.8
(0.1) (0.1)
16.5 16.7
20.7 21.5
20.8 21.5
28.3 29.7
36.0 37.0

@)
3.0 3.1
14.5 15.0
7.3 7.8

€
@
2014
2014 RBS
RBS

RBS
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2014
Best private bank
in the UK PWM Most innovative
digital offering
2013 2014
101 320
194 2013 29
94
424
2013
20
28
194 20
69 673
29
20
10
14 283
2014 2013
905 824
828 896
2,055 3,121
125 133
3,008 4,150
3,913 4,974
(692) (943)
(388) (655)
(1,572) (1,845)
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(9D (67)
(170) (255)
(885) (2,441)
(3,798) (6,206)
115 (1,232)
/( y» 2 (619)
117 (1,851)
@ (2,652) (3,443)
@ 1,263 912
70.5 66.8
(0.2)
70.5 66.6
® 17.8 31.9
61.6 76.1
56.1 69.5
22.7 19.3
8.9 9.9
237.6 273.3
574.8 556.9
63.0 67.1
(1) 2013  RCR 355
@
(©)
CIB 2014
CIB
2014
Most Innovative Bank in Risk
Management 2014 IFR
Sterling Bond House of the year
23
2013 2014
CIB 2013 1,851 117
2,441
885 2013 912 2014 1,263

2013 619

721469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

OooooOodd
21
2,408
791 23
2013 619
RCR 2013
ABP 13
2014 2013
(3,719) (2,102)
2013 2014
2013 2,102 3,719
AFS IFRS
2014 2013 2014 2013

3,317 2,960 2,013 1,892

1,168 1,190 709 761

589 489 359 312

1,757 1,679 1,068 1,073

5,074 4,639 3,081 2,965

(1,697) (1,707) (1,030) (1,091)

(1,631) (1,544) (990) (986)

(89) (57)

(169) (24) (103) (16)

(3,497) (3,364) (2,123) (2,150)

1,577 1,275 958 815

(324) (244) (197) (156)

1,253 1,031 761 659

@ (3,328) (3,340) (2,020) (2,134)

@ 1,422 1,055 864 675
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1.647 1.565
12.1 9.6 7.7 5.8
18.8 20.1 12.0 12.1

SBO 1.8 - 1.2 -

43.6 39.8 27.9 24.1
17.6 14.1 11.3 8.6
93.9 83.6 60.1 50.6
(0.8) (0.4) (0.5) (0-3)
93.1 83.2 59.6 50.3
94.6 91.1 60.6 55.1

1.562 1.654

@
2016 12 31 EC RBS 2014
29.5
IFRS
2014 12 31
2014
CFG
2013 2014
2014 222
22 1,253 2014
283 169 2013 24
16
357 12 3,317

741469
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10 34

283 205
12 1,474 116
52
52

169 2013 24
2014

RBS

80 324

RBS RCR

2014

187

62
@ (157)
@) 330

235

422

(161)
(75)
(41)

€))

(278)

144
@) 1,298

1,442
@ 277)

&) 1,443

® 21.3
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13.6

27.6

(1) RCR 902

@
®

RCR 2014

2014
RCR
85
2015
1,442

RCR RBS

2014

874
53

2015
2014
85

RCR

81

55 70 2014
RCR

85

2013

501

66

(20)
162

208

709

(175)
(173)
(96)

(©)
®

(455)

@

254
(4,654)

(4,400)
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34.7
(13.7)
21.0
1.4
(1) RCR 3,116
2013 12 31
(3 2014 12 31
2013 2014
2014 12 31 10,451 2013 12 31 252
CIB  RCR
219 33 446
57 22
162 40 239
622 14 3,769
59 12 440 563 14 3,330
639 3,503 2014 12 31
601 2013 506
RCR
164 16 843 153
CIB 31 37 52
652 23 3,546 647
23 3,508
17
22 61
46 37 78 45
802 810 713
2014 12 31
13 639 38 13
248 25 391

68
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773 16 3,950 191 34
374 582 14 3,576
606 2013 551
CIB
178 30 420
20 26
27 305 23
15
14
23 24 2014
29.5
32 20 468
11
)
2014 2013
(14,420) (20,965)
(4,910) 16,502
(2,000) (1,084)
682 402
(20,648) (5,145)
2014
14,420
11,605 855
5,052 3,254
3,994 2,478
4,910
2,947 2,314
810
1,161
2,000 4,181
1,308

2,117 1,438
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18,983
3,975
8,449

12,074

1,395

®
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20,965
6,761
2,046
4,407
16,502
888 4,237
697
1,084 1,868
2,285
1T

RBS
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CIB

CFG
RBS
CFG CFG

CFG
CFG
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(6)
Q)
(©)
RBS
RBS
RBS
®)
Tier  CET1 2013 12 31 2.5 9.8
2014 12 31 PRA 9.9
2014
CFG 1PO
RCR  CIB
2016 CFG RCR  CIB
©
RBS
2014 12 31 1,486
1.5 CIB

173 938
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30
()
©)
ILAA
RBS
RBS
RBS
(®)

RBS
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1PO 59
565
44 PBB 14
CPB 66 57
2013 94 95
RBS RBS
FTP
ALCo
ALCo
RBS
ALCo
CFP
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RBS CFP
CFP
CFP CFP
CFP
©
RBS
CIB RBS
RBS
PRA UK
DLG
CFG
PRA
UK DLG 85

11

ALCo
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0000000
2013 2012
uk oe®  cre®
2014
66,400 1,368 _ 67,777 60,951 71,989 77,196 65,751 71,290
AAA 5,609 2,289 7,898 5,928 3,320 4,784 9,338 18,133
M- AAF
6,002 9,281 226 16,409 12,634 12,191 12,130 9,189 8,026
_ _ _ _ _ _ 395 750 202
78,920 10,649 2,515 92,084 79,513 87,500 94,505 85,028 97,651
@ 53,055 2,200 1,189 56,534 55,424 55,213 56,040 55,416 40,001
131,975 12,939 3,704 148,618 134,937 142,713 150,545 140,444 137,652
167,016 13,914 3,955 184,885 _ 180,694 _ 180,207 -
2014 93,861 40,556 14,201 — 148,618
2013 100,849 32,531 7,844 1,489 142,713
2012 84,570 32,525 22,518 831 140,444
(1) PRA UK DLG
CFG
PRA
@
C-2)
@)
RBS
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2014 12 31
TLTRO
®)
() @
®
2014 23.9 48.5 93.8 118.5 15.3 (12.0) 3.3
2013 29.8 48.1 111.1 129.4 15.8 (15.3) 0.5
2012 33.7 61.3 147.4 175.1 24.2 (14.3) 9.9
@
@
©))
2014 2013 2012
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0000000
24,687 — 24,687 18,300 _ 18,300 27,631 ~ 27,631
15,299 4,208 19,507 15,788 2,463 18,251 24,243 6,063 30,306
39,986 4,208 44,194 34,088 2,463 36,551 51,874 6,063 57,937
cp 58 - 58 435 - 435 806 - 806
cD 1,843 - 1,843 2,276 - 2,276 2,907 - 2,907
MTN 29,362 29,362 40,657 — 40,657 58,152 ~ 58,152
7,114 - 7,114 9,041 - 9,041 10,139 ~ 10,139
5,244 . 5,244 7,337 . 7,337 11,274 - 11,274
43,621 ~ 43,621 59,746 59,746 83,278 _ 83,278
11,056 19,639 30,695 13,309 19,825 33,134 15,667 18,184 33,851
54,677 19,639 74,316 73,055 19,825 92,880 98,945 18,184 117,129

94,663 23,847 118,510 107,143 22,288 129,431 150,819 24,247 175,066

12,994 - 12,994 7,048 - 7,048 7,941 - 7,941
399,362 5,843 405,205 406,782 5,207 411,989 417,499 5,778 423,277
412,356 5,843 418,199 413,830 5,207 419,037 425,440 5,778 431,218

507,019 29,690 536,709 520,973 27,495 548,468 576,259 30,025 606,284

5,128 - _
1,625 - -
226 - _
60,550 3,190 18
67,529 3,190 18
CP D MTN

2014
1,752 5,712 1,284 10 8,758 2,563 11,321 15
144 9,180 2,229 - 11,553 879 12,432 17
- 4,520 812 3 5,335 7,041 12,376 17
5 9,950 2,789 5,231 17,975 20,212 38,187 51
1,901 29,362 7,114 5,244 43,621 30,695 74,316 100

2013
2,647 9,748 1,853 514 14,762 1,378 16,140 17
59 11,051 3,621 - 14,731 3,244 17,975 19
- 5,427 867 - 6,294 3,455 9,749 11
5 14,431 2,700 6,823 23,959 25,057 49,016 53
2,711 40,657 9,041 7,337 59,746 33,134 92,880 100
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2012

3,32 9,425 1,038 761 14,547 2,385 16,932 15

384 17,684 2,948 500 21,516 4,624 26,140 22

1 12,300 2,380 ~ 14,681 1,05 15,736 13

5 18,743 3,773 10,013 32,534 25,787 58,321 50

3,713 58,152 10,139 11,274 83,278 33,851 117,129 100

2014 2013 2012

- 26,450 28,583 44,323

- 28,703 52,945 86,940

9,353 3,541 1,057

64,506 85,069 132,320

2013 161
112
37
LDR
1 2 /
® @ LOR ( )

2014 391,234 412,356 95 21,122

2013 388,272 413,830 %4 25,558

2012 423,191 425,440 99 2,249
@
@
©

87/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooooo
RBS
2014 2013 2012
13 17 18
14 19 22
11 12 12
®
(€3] @ O] )
2014
- - - - 2.4 2.4 3 66.1 6.1 - - 74.6 - 74.6
4.6 0.3 11.3 - 0.5 16.7 72 1.7 1.1 3.8 - 23.3 2.3 25.6
12.0 13.4 - - - 25.4 22 69.9  10.2 7.7 0.1 113.3 - 113.3
8.6 - - - - 8.6 62 0.9 4.3 - 0.1 13.9 - 13.9
- - - - 11.2 11.2 53 2.2 - 0.7 7.0 21.1 - 21.1
2.7 - - - - 2.7 52 - 2.3 0.2 - 5.2 - 5.2
- - - - - - - - 6.4 2.9 - 9.3 - 9.3
- 5.6 - 21.7 - 1.3 28.6 13 8.0 17.1  106.5 68.3 228.5 1.3 229.8
- - . - - - - - - - 64.7 64.7 - 64.7
- - 5.9  25.3 5.6 36.8 37 23.4 387 0.6 - 99.5 - 99.5
- - 0.3 2.6 - 2.9 50 - 2.1 0.2 0.6 5.8 - 5.8
- - - - - - - - - - 4.7 4.7 - 4.7
- - - - - - - - - - 352.3 352.3 2.7 355.0
- - - - - - - - - - 8.3 8.3 - 8.3
- - - - 0.4 0.4 6 - - 4.2 2.1 6.7 - 6.7
- - - - - - - - - - 1.5 1.5 - 1.5
- - - . - - - - - - 5.9 5.9 0.2 6.1
33.5 13.7 39.2  27.9 21.4 1357 172.2 8.3  126.8  515.6 1,038.6 6.5 1,045.1
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12.7
184.9
(13.1) - - - - @13.1)
(11.6) - - - - (11.6)
® G.2) @1.1) (39.2) (64.5)  (10.5) (126.5)
(29.9) (7.1) (39.2) (64.5) (10.5) (151.2)
®
(€] @ @ )
2013
_ _ - _ - - - 71.9 8.1 - - 80.0 - 80.0
5.8 0.5 9.7 - - 16.0 64 0.1 8.9 - - 25.0 15.1 40.1
4.6 16.2 - - - 30.8 28 60.8  18.6 - - 1102 - 110.2
9.3 - - - 1.2 105 70 0.7 3.8 - 0.1 15.1 - 15.1
- - - - 3.5 3.5 18 9.5 6.7 - - 19.7 - 19.7
3.4 - - - - 3.4 52 - 3.1 - - 6.5 - 6.5
3.4 - - - - 3.4 38 - 5.5 - - 8.9 - 8.9
- 12.9 - 17.8 - 0.8 315 14 4.4 9.6  172.2 0.2 227.9 1.6 229.5
_ - - _ _ _ - - - - 76.3 76.3 - 76.3
0.9 - 5.2 52.0 2.3 60.4 60 15.9 243 - - 100.6 0.1 100.7
- - 0.5 5.1 - 5.6 67 - 2.7 - - 8.3 - 8.3
- - - - - - - - - - 5.6 5.6 - 5.6
_ _ _ _ _ - - - - —  286.0  286.0 3.4 289.4
_ _ - _ _ - - - - - 12.4 12.4 - 12.4
— — — - 0.4 0.4 5 - - 7.5 - 7.9 - 7.9
- - - - - - - - - - 3.4 3.4 - 3.4
_ _ _ _ _ - - - - - 5.9 5.9 - 5.9
5.3  16.7 3.2 57.1 8.2  165.5 163.3  91.3  179.7  399.9  999.7 20.2  1,019.9
17.4
180.7
19.1) - - - - 9.1)
(18.4) - - - - (18.9
® 7.3)  (9.0) 40.7) (85.1)  (6.0) (148.1)
(44.8)  (9.0) 40.7) (85.1)  (6.0) (185.6)
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®
©

2014

PBB
PBB
RCR
68
CRE RCR 0]

CFG 2014 CFG
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CRE
CFG  RBS
@
2014 OPEC
RBS
©)
RCR
@
RBS RBS GCCo
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RBS ERF
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2013
2014 RCR
PBB CPB
CRE
2014 2013 2012
() () (&)
1,052 4,363 5,415 66 1,759 4,802 6,561 60 3,365 3,899 7,264 16
265 233 498 32 1,016 229 1,245 34 1,174 130 1,304 23
431 553 984 51 455 390 845 37 732 113 845 34
475 352 827 53 405 234 639 77 324 51 375 30
811 252 1,063 56 670 510 1,180 27 1,575 550 2,125 40
3,034 5,753 8,787 62 4,305 6,165 10,470 55 7,170 4,743 11,013 20
@
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2014 2013 2012
@
73 78 49
20 16 30
9 21
2 6
@ 7 31 14
w 100
)
2013 2014
RCR
2014
2014 12 31 43 2013 04
84
48 16
2014
2013 2014 2014 12 31
122 2013 184 2012 177 34
2013 2012 80 2011 93
2013 2014
RCR
2014 12 31 77
RCR 2014 13
34.1
2013 RCR
24 2014 12 31
48 RCR
RCR 2013

RCR 94 2014 12 31
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RCR
2014
2014 2013 2012
64.7 76.3 104.5
a2 (64.7) (76.3) (104.5)
- 2.7 3.4 7.2
- 351.8 286.0 437.9
(295.2) (242.8) (373.8)
@ (32.6) (23.6) (33.4)
@ (7.0) (6.0) (5.6)
(€D) 2014 12 31 602 2013 636 2012 1,009
@
@®
PBB CFG
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CFG
2013

2013 26 CFG

2014 29
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ooooogd
2014 2013
PBB CFG PBB CFG
- (1.0%) 0.1% 0.2% _ 1.2% - 0.5%
2.0% 2.9% (0.1%) 0.8% 1.8% 2.2% 0.6% 1.0%
217 1,413 27 146 259 1,726 33 123
1,515 104 35 49 1,671 187 50 33
1,218 3,362 95 949 1,702 3,235 116 761
1,520 110 80 195 1,863 193 80 148
PBB
PBB 1,156
1,798 64 1,032
123
PBB LTV
LTV AQL  AQQ AQ10
2014 2013 2012

1oL 1oL
1oL ) )

)
50 34,889 430 35,319 7,802 26,392 313 26,705 5,977 22,306 327 22,633 5,702
50 70 38,355 783 39,138 9,935 34,699 501 35,200 9,280 27,408 457 27,865 7,921
70 90 23,660 705 24,365 4,978 28,920 854 29,774 6,909 34,002 767 34,769 9,267

9 100
2,837 187 3,004 1,071 4,057 315 4,372 1,846 7,073 366 7,430 2,370

00 110
609 73 682 413 1,790 182 1,072 1,039 3,301 200 3,501 1,666

110 130
143 29 172 104 552 100 652 382 1,919 239 2,158 1,001

130 150
27 2 29 4 37 5 ) 6 83 26 109 45
150 - - - - - _ - - - _ - -
LTV 100,520 2,209 102,729 24,307 96,447 2,360 98,807 25,439 96,092 2,472 98,564 28,062
@ 486 20 506 (20) 511 20 531 - 486 12 498 7
101,006 2,229 103,235 24,287 96,958 2,380 99,338 25,439 96,578 2,484 99,062 28,069
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LTV(S) 57% 67% 57% 62% 75% 62% 66% 80% 67%
Lv® 71% 67% 65%
@
[©) LTV
(©) LTV LTV
1,032 916
2013 903 116 2013 90
buy-to-let
2014 LTV
50.4 2013 54.1 57.3 2013 62.0
41.5 2013 45.1
56
19
2014 26 28.2 PBB
63
34
26.5
LTV 62.0 57.3 LTV
61.6 57.0 66.0 59.6
197 2013 144 LTV 70.5
2013 66.6 Help to Buy
166 2013 132
LTV 71.7 2013 66.9
31 2013 13 LTV 63.9 2013 63.0
90 75
New Buy 95
1.3 1.0
2013 1,532 1,129
0.6 2013 0.9
26 2013 31
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@
2014 4,158 15 364 16 351 26 4,873 57 4.7
2013 4,596 17 426 23 424 51 5,446 91 5.5
2012 4,006 20 388 16 450 64 4,844 100 4.9
@
(2) 2014 PBB
2014
®) PBB 2008
2014 2013 2012
1,632 1,784 1,220
2,308 2,478 2,271
228 241 215
876 907 932
223 366 452
@ 5,267 5,776 5,090
@
2014 2013 2012
785 1,332 1,809
148 186 184
a2 933 1,518 1,993
(€H)
)
2014 12 31 24
1.2 12
2014 367 2014
748
2013 2014 18

105/469



2008

2013

PBB

44

2009

PBB
2014 12 31

6.3

0.83

181

LTV

10.5
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85 2013

98

123

10.3

2014
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4.7 49
2014
2014 12 31
31
2012
85
2013 138
241
97
1,798

AQl AQ9 AQ10

2014

2013

oOoOooodn

5.3

10L
@

10L
@
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( )
50 2,529 188 2,717 100 2,025 170 2,195 113 2,182 274 2,456 166
50 70 2,316 203 2,519 118 1,837 195 2,032 118 1,635 197 1,832 170
70 90 2,856 276 3,132 184 2,326 288 2,614 206 2,019 294 2,313 271
90 100
1,406 174 1,580 101 1,214 162 1,376 122 1,119 156 1,275 169
100 110
1,404 203 1,607 127 1,302 182 1,484 129 1,239 174 1,413 181
110 130
2,382 512 2,894 295 2,509 461 2,970 332 2,412 397 2,809 457
130 150
1,554 547 2,101 218 2,202 549 2,751 425 2,144 474 2,618 613
150 481 475 956 120 2,385 1,227 3,612 624 3,156 1,290 4,446 1,110
14,928 2,578 17,506 1,263 15,800 3,234 19,034 2,069 15,906 3,256 19,162 3,137
LTV
@ 881 115% 92% 103% 130% 108% 108% 132% 112%
Lv® 750 73% 74%
@
(@) LTV LTV
175 86 14
2.4
21 12
64 23 13
2010 2012
LTV 2014 75 2013 73 2013
438 2014 618
LTV 90
2014 2014 12 31 93
buy-to-let 21 12
LTV 75 69
2014 10 LTV 2014
108 92 12
2014 16 22
2007 38
2013 262 2014 497
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REIL 32 34
41 2013 53
@
2014 2,231 299 689 110 960 267 3,880 676 22.2
2013 1,362 166 631 76 789 323 2,782 565 14.6
2012 915 100 546 60 527 194 1,988 354 10.4
@
)
®) 2009
2014 2013 2012
346 512 924
501 325 183
™ 2,305 1,567 762
1,364 494 119
@ 4,516 2,898 1,988
16)) 77 2013
365 2012 10
)
2014 2013 2012
2,177 2,223 2,111
1,053 1,213 1,009
3,230 3,436 3,120

@
@
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2014 12 31 22.2
2013 12 31
40
2014
75
61 2014 12 31
41
30 2013 17 11
20 2013 13
2014
2013 18
31
2014 12 31 591
24
2014 199
2014
141

52

109/469

EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
2009
40 28
90
2013
2014 12 31
2013
39
2014 12 31
26
2013 740
2013 12
591
1,798 7.8 89
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LTV
LTV AQL AQ9 AQ10
2014 2013 2012
1oL 1oL
1oL® (&) )
( )
50 3,493 14 3,507 2,727 3,400 16 3,416 2,561 3,905 9 3,014 2,982
50 70 3,667 14 3,681 2,711 3,397 20 3,417 2,332 2,790 12 2,802 1,897
70 9 1,379 24 1,403 679 1,337 a4 1,381 660 1,080 27 1,107 474
9 100 64 9 73 44 87 7 94 65 93 7 100 74
00 110
3 5 38 35 87 15 102 9% 69 13 82 75
10 130
15 9 2 2 27 6 3 30 49 7 56 50
130 150
12 1 13 12 4 4 8 7 16 3 19 19
150 2 3 25 2 2 6 30 2% 29 3 &) 2
LTV 8,685 79 8,764 6,252 8,363 118 8,481 5,777 8,031 8l 8,112 5,503
@ 124 1 125 105 215 5 220 101 674 _ 674 245
8,809 80 8,889 6,357 8,578 123 8,701 5,968 8,705 8l 8,78 5,838
LTV
® 51% 80k 51% 51% 7% 51% 51% 784 51%
Lv® 48% 52%
(€))]
0 LTV
©) LTV LTV
1.1
(€Y]
2014 91 1 3 6 100 2 1.1
2013 112 3 6 9 — 127 3 1.5
2012 38 - — 7 — 45 — 0.5
(€Y)]
2014 2013 2012
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1 — 6
46 29 27
18 12 9
35 86
1
@ 100 127 45
(€Y
2014 2013 2012
89 41 18
22 22 2
12
a2 111 63 20
(€))]
(@)
CFG
CFG 320
1,798 17.8 211
109
CFG LTV LTV
AQL  AQQ AQ10
2014 2013 2012
loL 1oL
IOL(Z) @ (@)
1
50 4,498 77 4575 1,792 4,669 98 4,767 2,146 4,167 51 4,218 1,433
5 70 6,601 105 6,706 3,436 5,529 89 5,618 2,029 4,806 76 4,882 2,363
70 9 6,350 141 6,491 3,372 5,553 110 5,663 3,019 6,461 114 6,575 3,505
9 100 1,256 48 1,304 624 1,300 39 1,348 525 2,011 57 2,068 959
100 110
672 2 696 311 752 2 774 223 1,280 43 1,323 509
110 130
516 17 533 101 637 17 654 144 1,263 42 1,305 431
130 150
119 4 123 2 183 5 188 32 463 14 477 123
150 64 3 67 14 102 4 106 20 365 14 379 98
LTV 20,076 419 20,495 9,772 18,734 384 19,118 9,038 20,816 411 21,227 9,511
® 624 3 627 157 463 3 466 234 292 19 311 30
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20,700 422 21,122 9,929 19,197 387 19,584 9,272 21,108 430 21,538 9,541
LTV
*) 67% 73% 67% 67% 69% 67% 75% 86% 75%
Lv® 68% 68% 64%
@
(@)
1©) LTV
0 LTV LTV
78
HELOC
133 45
SBO 95
CFG 2014
12 31 171 82
SBO 2007 14 13
LTV 2014 12 31 67
SBO LTV 65
)
2014 310 25 34 4 65 _ 409 29 1.9
2013 287 26 33 3 53 _ 373 29 1.9
2012 — — 179 25 160 10 339 35 1.6
@
2014 2013 2012
56 35 _
@ 254 246 339
99 92 _
@ 409 373 339
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@ 18 2013
62
)
2014 2013 2012
_ _ 88
76 101 71
a2 76 101 159
@
(@)
CFG
12 2014 15
CFG
2014 12 31 952 2013 945
2014
2014 12 31 79 69
10
CFG CFG
CFG

140 1.3 2014 12 31
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®
@
s @ ®)

2014
73,983 _ 73,983 _ 73,983
95,517 (30,822) 64,695 (5,016) 59,679
356,100 (2,921) 353,179 (40,011) 313,168
84,274 _ 84,274 _ 84,274
5,203 _ 5,203 _ 5,203
507,262 (245,418) 351,844 (327,807) 24,037
6,662 (1,997) 4,665 _ 4,665
1,219,001  (281,158) 937,843 (372,834) 565,009
® 78,240 _ 78,240 _ 78,240
1,207,241 (281,158) 1,016,083 (372,834) 643,249
6,440 _ 6,440 (979) 5,461
1,303,681  (281,158) 1,022,523 (373,813) 648,710
(23,028) _ (23,028) _ (23,028)
1,280,653  (281,158) 999,495 (373,813) 625,682

2013
79,993 _ 79,993 _ 79,993
116,994 (40,658) 76,336 (11,379) 64,957
414,721 (2,152) 412,569 (36,349) 376,220
100,595 _ 100,595 _ 100,595
8,278 _ 8,278 _ 8,278
551,699  (265,709) 285,990 (264,562) 21,428
8,252 (2,672) 5,580 (262) 5,318
1,280,532 (311,191) 969,341 (312,552) 656,789
705 _ 705 _ 705
1,281,237  (311,191) 970,046 (312,552) 657,494
20,246 _ 20,246 (1,591) 18,655
1,301,483  (311,191) 990,292 (314,143) 676,149
(28,004) _ (28,004) _ (28,004)
1,273,479 (311,191) 962,288 (314,143) 648,145

2012
74,524 _ 74,524 _ 74,524
142,864 (38,377) 104,487 (17,439) 87,048
448,676 _ 448,676 (40,604) 408,072
136,406 _ 136,406 - 136,406
13,872 _ 13,872 _ 13,872
811,349  (373,448) 437,901 (407,752) 30,149
8,173 (2,456) 5,717 (1,760) 3,957
1,635,864  (414,281) 1,221,583 (467,555) 754,028
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OoOoOoOoOodno
304 _ 304 _ 304
1,636,168  (414,281) 1,221,887 (467,555) 754,332
31,120 _ 31,120 _ 31,120
1,667,288  (414,281) 1,253,007 (467,555) 785,452
(27,541) _ (27,541) _ (27,541)
1,639,747  (414,281) 1,225,466 (467,555) 757,911
IrRs @ @

2014
70,952 _ 70,952 _ 70,952
61,717 (14,951) 46,766 (4,751) 42,015
162,798 (2,921) 159,877 (33,149) 126,728
70,898 _ 70,898 _ 70,898
4,880 _ 4,880 _ 4,880
505,970  (245,413) 350,557 (327,548) 23,009
3,029 (156) 2,873 _ 2,873
970,244 (263,441) 706,803 (365,448) 341,355
92,507 _ 92,507 (4,998) 87,509
1,062,751  (263,441) 799,310 (370,446) 428,864
(16,590) _ (16,590) _ (16,590)
1,046,161  (263,441) 782,720 (370,446) 412,274

2013
75,792 _ 75,792 _ 75,792
60,913 (17,151) 43,762 (7,319) 36,443
170,477 (2,152) 168,325 (28,081) 140,244
65,484 _ 65,484 _ 65,484
7,301 _ 7,301 _ 7,301
549,309  (265,486) 283,913 (264,398) 19,515
3,264 (62) 3,202 _ 3,202
932,630  (284,851) 647,779 (299,798) 347,981
127,155 _ 127,155 (3,870) 123,285
1,059,785  (284,851) 774,934 (303,668) 471,266
(17,898) _ (17,898) _ (17,898)
1,041,887  (284,851) 757,036 (303,668) 453,368

2012
70,374 _ 70,374 _ 70,374
78,686 (10,097) 68,589 (14,762) 53,827
191,392 _ 191,392 (33,539) 157,853
89,150 _ 89,150 _ 89,150
12,766 _ 12,766 _ 12,766
808,149  (373,264) 434,885 (407,727) 27,158
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OooooOodd
3,562 472) 3,090 (360) 2,730
1,254,079 (383,833) 870,246 (456, 388) 413,858
169,389 - 169,389 - 169,389
1,423,468 (383,833) 1,039,635 (456, 388) 583,247
(14,074) _ (14,074) - (14,074)
1,409,394 (383,833) 1,025,561 (456, 388) 569,173
(1) IFRS
@
() 2014 12 31 61 15
CIB  RCR
142
84 25
()
@
2014
10 8,472 62,361 — 4,832 251 75,926 (5,041) 70,885
- 20,708 21,591 4,846 373 239,408 73,983 360,909 (247,477) 113,432
- @ 43,682 37,660 14,904 1,253 92,442 4,284 194,225 (108,898) 85,327
- - 129,671 - - - - 129,671 - 129,671
- - 17,980 - - - 2 17,982 (©) 17,979
- 46,507 165 101 2,347 8 49,128 (903) 48,225
- 5,287 11 53 366 - 5,717 (896) 4,821
265 15,696 665 1,602 2,149 48 20,425 (2,024) 18,401
- 11,265 21 - 26 - 11,312 @ 11,311
- 15,582 252 438 733 13 17,018 (1,735) 15,283
— 13,120 214 57 2,116 — 15,507 (1,027) 14,480
— 12,392 59 25 670 — 13,146 (709) 12,437
— 6,084 4 37 180 — 6,305 (198) 6,107
— 4,516 242 127 4,330 — 9,215 (1,150) 8,065
30 24,760 631 1,204 2,245 59 28,929 (2,772) 26,157
64,695 370,583 84,375 5,270 351,844 78,648 955,415 (372,834) 582,581
— 3,657 — — 2,738 45 6,440 (979) 5,461
64,695 374,240 84,375 5,270 354,582 78,693 961,855 (373,813) 588,042
- (17,404) (101) 67) - - (17,572) n/a (17,572)
64,695 356,836 84,274 5,203 354,582 78,693 944,283 (373,813) 570,470
- 61,351 15,293 572 402 622 78,240 - 78,240
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64,695 418,187 99,567 5,775 354,984 79,315 1,022,523 (373,813) 648,710
2013
247 7,976 64,993 - 4,012 573 77,801 (4,411) 73,390
- 26,439 25,048 4,248 661 198,868 79,993 335,257 (206,495) 128,762
- @ 49,156 34,875 29,135 2,185 69,391 4,855 189,597 (89,354) 100,243
- — 148,111 - - - - 148,111 - 148,111
- - 28,096 - - - 3 28,099 ®) 28,096
- 62,219 216 274 2,784 - 65,493 (689) 64,804
- 6,310 24 112 448 7 6,901 (1,370) 5,531
466 20,613 701 2,154 1,209 43 25,186 (2,526) 22,660
- 13,503 14 5 13 - 13,535 an 13,518
- 19,330 244 438 881 11 20,904 (1,962) 18,942
- 16,427 299 72 2,085 - 18,883 (866) 18,017
- 16,080 103 85 656 14 16,938 (853) 16,085
- 6,936 5 57 218 - 7,216 (165) 7,051
- 4,810 176 284 3,194 23 8,487 (1,064) 7,423
28 27,280 577 2,050 2,231 51 32,217 @,777) 29,440
76,336 437,614 100,735 8,377 285,990 85,573 994,625 (312,552) 682,073
- 16,678 101 - 3,413 54 20,246 (1,591) 18,655
76,336 454,292 100,836 8,377 289,403 85,627 1,014,871 (314,143) 700,728
—  (25,045) (140) (99) - - (25,284) n/a (25,284)
76,336 429,247 100,696 8,278 289,403 85,627 989,587 (314,143) 675,444
_ 704 - - 1 - 705 - 705
76,336 429,951 100,696 8,278 289,404 85,627 990,292 (314,143) 676,149
2012
441 9,126 86,891 - 5,746 589 102,793 (5,142) 97,651
- 34,444 25,862 5,203 1,469 334,323 74,524 475,825 (340,372) 135,453
- @ 69,254 41,037 40,846 2,249 79,076 4,712 237,174 (103,733) 133,441
- — 149,210 - - - - 149,210 @ 149,209
- - 31,219 - - - 4 31,223 o 31,216
- 72,109 661 313 4,056 - 77,139 (1,333) 75,806
- 8,010 17 257 799 - 9,083 (1,687) 7,396
325 21,928 173 1,545 1,606 144 25,721 (3,775) 21,946
- 13,520 49 1 4 - 13,574 - 13,574
- 21,425 258 1,676 896 4 24,296 (1,785) 22,511
- 17,822 375 373 3,055 2 21,627 (3,240) 18,387
- 16,685 224 552 891 59 18,411 (964) 17,447
- 7,820 96 51 493 11 8,471 (348) 8,123
- 6,288 398 572 2,929 46 10,233 (2,766) 7,467
23 27,422 1,623 4,926 4,027 109 38,130 (2,402) 35,728
104,487 469,483 136,814 13,984 437,901 80,241 1,242,910 (467,555) 775,355
- 23,741 179 - 7,200 - 31,120 - 31,120
104,487 493,224 136,993 13,984 445,101 80,241 1,274,030 (467,555) 806,475
—  (20,807) (408) 112) - - (21,327) n/a (21,327)
104,487 472,417 136,585 13,872 445,101 80,241 1,252,703 (467,555) 785,148
- 283 - 5 3 13 304 - 304
104,487 472,700 136,585 13,877 445,104 80,254 1,253,007 (467,555) 785,452
)
2014
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_ 6,057 53,322 _ 4,829 14 65,122 (4,013) 61,100
- 14,821 15,281 4,018 371 239,331 70,952 344,774 (247,475) 97,299
- @ 31,650 31,535 11,827 1,121 92,143 2,809 171,085 (107,580) 63,505
- - 32,817 - - - - 32,817 - 32,817
- - 3,811 - - - - 3,811 ®) 3,808
- 19,928 164 70 1,973 3 22,138 (595) 21,543
- 2,476 9 53 363 - 2,901 (150) 2,751
265 9,798 517 1,509 2,104 37 14,320 (1,525) 12,795
- 134 10 - 26 - 170 o) 169
- 6,523 217 438 689 10 7,877 (781) 7,006
- 10,623 189 52 2,005 - 12,959 (813) 12,146
- 5,492 45 25 481 - 6,043 (157) 5,886
_ 2,644 4 17 135 _ 2,800 (56) 2,744
- 3,793 230 127 4,245 - 8,395 (951) 7,444
30 11,529 447 1,030 2,143 - 15,179 (1,348) 13,831
46,766 163,341 70,999 4,903 350,557 73,825 710,301 (365,448) 344,943
66,035 16,69 - 9,268 508 92,507 (4,998) 87,500
46,766 229,376 87,695 4,903 350,825 74,333 802,898 (370,446) 432,452
(3,468 (101) 23) - - (3,588) n/a (3,588)
46,766 225,912 87,504 4,880 359,825 74,333 799,310 (370,446) 428,864
2013
- 6,110 47,879 - 3,986 128 58,103 (3,191) 54,912
- 19,111 17,609 3,655 495 198,813 75,792 315,475 (206,495) 108,980
- @ 24,159 27,754 12,699 1,635 68,781 3,010 138,038 (83,941) 54,007
- 35,95 - - - - 35,025 - 35,025
- - 4,32 - - - - 4,32 @) 4,323
- 25071 374 207 2,422 - 28,974 (422) 28,552
- 2,804 22 104 440 - 3,370 @72) 3,008
466 10,462 347 2,152 1,153 2 14,604 (1,728) 12,876
- 186 6 4 13 - 209 16 206
- 6,031 157 438 754 - 7,380 (603) 6,777
- 13,160 223 64 2,055 - 15,502 (639) 14,863
- 5,945 39 83 477 - 6,544 (248) 6,296
- 2,846 1 50 176 - 3,073 (81) 2,992
- 3,435 138 282 3,113 23 6,991 778 6,217
26 11,997 84 1,810 1,730 17 15,664 (1,398) 14,266
43,762 174,561 65,624 7,324 283,913 78,994 654,178 (299,798) 354,380
91,05 26,843 - 8,967 290 127,155 (3,870) 123,285
43,762 265,616 92,467 7,324 292,880 79,284 781,333 (303,668) 477,665
~ (6,236) (140) 23) - - (6,399) n/a (6,399)
43,762 250,380 92,327 7,301 292,880 79,284 774,934 (303,668) 471,266
2012
441 7,317 66,740 - 5,723 89 80,310 (4,498) 75,812
- 25,504 18,414 4,710 1,151 334,278 70,374 454,521 (340,372) 114,149
- @ 42,210 30,452 16,343 2,555 78,317 2,700 172,577 (100,162) 72,415
- 39,299 _ - _ - 39,299 - 39,299
- - 4,706 - - - - 4,706 ) 4,701
31,005 315 235 3,375 - 35,830 (514) 35,316
- 4,009 14 256 782 - 5,061 (608) 4,453
325 11,006 19 1,530 1,529 95 14,504 (2,327) 12,177
- 278 49 - 4 - 331 - 331
- 7,476 200 1,675 805 40 10,196 (558) 9,638
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. 14,061 220 373 3,017 2 17,673 (2,836) 14,837
- 6,575 56 552 609 28 7,820 (264) 7,556
- 3,196 73 51 421 11 3,752 (223) 3,529
- 4,496 295 556 2,838 39 8,224 (2,231) 5,993
19 13,828 523 3,855 3,187 86 21,498 (1,790) 19,708
68,589 197,018 89,557 12,789 434,885 73,464 876,302 (456,388) 419,914
~ 121,139 33,297 - 14,953 - 169,389 - 169,389
68,580 318,157 122,854 12,789 449,838 73,464 1,045,691 (456,388) 589,303
- (5,626) (407) (23) - - (6,056) n/a (6,056)
68,589 312,531 122,447 12,766 449,838 73,464 1,039,635 (456,388) 583,247

)
@
(h) REIL AFS
') IFRS
®
2014 1,127 16.1
588 RCR
CIB
212 184
15 PBB 39
CFG 2014
173 93
CFG 2014
©
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AQ
S&P S&P
S&P S&P
PD
S&P
AQ1 0 0.034 AAA  AA
AQ2 0.034 0.048 AA
AQ3 0.048 0.095 A+ A
AQ4 0.095 0.381 A- BBB-
AQ5 0.381 1.076 BB+ BB
AQ6 1.076 2.153 BB- B+
AQ7 2.153 6.089 B+ B
AQ8 6.089 17.222 B- CCC+
AQ9 17.222 100 ccC C
AQ10 100 D
S&P
S&P
S&P S&P
S&P
[¢N]
2014
AQL 72,592 2,479 3,683 3,556 9,718 27,007 12,436 25,873 65,316 1,610 65,520 52,862 4,779 272,397  25.0
AQ2 _ 4,143 4,564 598 9,305 400 1,601 16,332 18,333 146 100,032 17,438 2,184 147,438  13.5
AQ3 1,296 2,538 1,240 2,649 6,427 8,664 4,262 24,366 37,292 459 123,791 29,665 2,744 201,674  18.5
AQ4 20 8,336 1,391 2,563 12,290 5,124 2,798 103,817 111,739 852 48,757 55,815 5,521 235,064  21.6
AQ5 _ 2,076 225 529 2,830 1,902 520 58,517 60,939 438 10,490 35,507 2,438 112,642  10.3
AQ6 _ 636 58 88 782 2 45 34,373 34,460 43 986 13,260 1,174 50,705 4.7
AQ7 _ 500 2 238 828 848 34 22,134 23,016 26 1,104 6,966 909 32,849 3.0
AQ8 5 - 1 40 41 - 6 5,508 5,514 12 510 839 149 7,070 0.6
AQ9 _ - 6 30 36 - 9 4,282 4,291 _ 171 404 241 5,143 0.5
AQ10 - - _ - - - - 979 979 31 483 1,120 55 2,668 0.2
_ - ~ 2,33 2,333 - - 1,323 1,323 44 2,738 76 721 7,235 0.7
_ _ _ _ - - - 6,060 6,060 1,049 _ - - 7,109 0.7
_ - _ 2 2 - _ 25,040 25,040 _ _ - - 25,082 2.3
_ _ _ (40) (40) _ —  (17,364) (17,364) - - - - (17,404)  (1.6)
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73,983 20,708 11,258 12,626 44,592 43,987 21,711 311,240 376,938 4,710 354,582 213,952 20,915 1,089,672 100
622 - - 1,745 1,745 - — 50,606 59,606 - 402 - - 62,375 -
74,605 20,708 11,258 14,371 46,337 43,987 21,711 370,846 436,544 4,710 354,984 213,952 20,915 1,152,047 100
2013

AQL 77,876 5,881 1,948 5,456 13,285 30,233 9,942 33,644 73,819 2,707 71,008 64,299 6,545 309,539  27.7
AQ2 1 4,743 4,830 527 10,100 996 1,899 17,471 20,366 192 69,817 28,695 2,888 132,059  11.8
AQ3 1,648 2,121 1,141 2,157 5,419 1,857 3,711 28,789 34,357 745 94,133 22,865 3,498 162,665  14.6
AQ4 465 9,798 1,384 6,161 17,343 10,642 1,845 98,008 110,495 460 38,318 40,564 3,988 211,633  18.9
AQ5 - 1,774 368 538 2,680 5,403 271 76,476 82,150 717 8,807 33,380 1,908 129,642  11.6
AQ6 - 1,821 1 152 1,974 82 38 38,760 38,880 59 1,480 14,114 1,405 57,912 5.2
AQ7 - 301 — 237 538 684 40 30,125 30,849 22 973 7,428 729 40,539 3.6
AQ8 3 - — 45 45 - 10 8,383 8,393 58 132 1,170 100 9,901 0.9
AQ9 - - — 34 34 - 41 16,488 16,529 - 636 1,010 298 18,507 1.7
AQL0 _ _ - - - - - 721 721 - 686 1,236 137 2,780 0.2
- - _ 15,058 15,058 - - 1,620 1,620 54 3,413 34 797 20,976 1.9
_ _ _ _ - - - 9,068 9,068 620 - - - 9,688 0.9
_ _ — 69 69 - _ 36,83 36,836 - - - - 36,905 3.3

- - — (62) (62) - — (24,983) (24,983) - - - - (25,045)  (2.3)
79,993 26,439 9,672 30,372 66,483 49,897 17,797 371,406 439,100 5,634 289,403 214,795 22,203 1,117,701 100
_ - _ 15 15 - _ 689 689 - 1 - - 705 -
79,993 26,439 9,672 30,387 66,498 49,897 17,797 372,095 439,789 5,634 289,404 214,795 22,293 1,118,406 100

2012

AQL 73,643 17,600 3,107 7,551 28,258 42,963 14,822 38,389 96,174 1,911 100,028 62,501 6,295 368,810  27.5
AQ2 12 3,55 4,351 494 8,401 710 704 12,804 14,218 185 108,092 19,260 2,455 152,623  11.4
AQ3 839 5,703 2,144 2,588 10,435 2,886 3,801 23,268 29,955 539 152,300 22,855 3,318 220,241  16.4
AQ4 29 6,120 1,509 2,333 9,962 14,079 2,111 102,129 118,319 1,202 56,917 39,589 5,119 231,137  17.2
AQS - 1,183 403 632 2,218 8,163 657 90,532 99,352 614 12,909 28,049 2,469 145,611 10.9
AQ6 - 282 39 356 677 86 50 39,359 39,495 72 2,165 13,762 1,271 57,442 4.3
AQ7 - - - 113 113 1,133 12 36,017 37,162 191 3,193 18,790 856 60,305 4.5
AQ8 - - - 28 28 - 2 12,653 12,655 8 237 5,652 179 18,759 1.4
AQ9 1 - - 80 80 23 7 17,261 17,201 - 1,357 1,340 74 20,143 1.5
AQ10 - - - - - - - 760 760 - 703 1,402 236 3,101 0.2
- - — 21,875 21,875 - - 1,866 1,866 - 7,200 538 2,901 34,380 2.6
- - - - - - 249 10,281 10,530 995 - - - 11,525 0.9
- - - 133 133 - ~ 37,754 37,754 - - - - 37,887 2.8

- - - @113)  (113) - — (20,694) (20,694) - - - - (20,807)  (1.6)
74,524 34,444 11,553 36,070 82,067 70,043 22,415 402,379 494,837 5,717 445,101 213,738 25,173 1,341,157 100
- - - 20 20 - - 263 263 - 3 - - 286 -
74,524 34,444 11,553 36,090 82,087 70,043 22,415 402,642 495,100 5,717 445,104 213,738 25,173 1,341,443 100

@
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2014
AQ1 69,790 441 3,275 1,179 4,895 22,717 12,436 9,652 44,805 695 65,082 32,724 4,412 222,403 26.2
AQ2 - 3,949 4,564 367 8,880 400 1,601 8,246 10,247 97 99,921 13,048 1,928 134,121  15.8
AQ3 1,079 1,563 1,234 648 3,445 2,000 4,262 11,426 17,688 363 123,726 23,303 2,332 171,936 20.2
AQ4 78 5,90 1,391 1,612 8,963 4,670 2,798 38,963 46,431 596 48,584 32,333 4,020 141,005  16.6
AQ5 - 1,772 225 331 2,328 1,274 520 25,395 27,189 330 10,337 15,270 1,386 56,840 6.7
AQ6 - 636 58 27 721 42 45 12,194 12,281 28 900 4,178 609 18,717 2.2
AQ7 - 500 90 175 765 842 34 9,355 10,231 26 926 2,321 493 14,762 1.7
AQ8 5 - 1 29 30 - 6 1,888 1,894 4 496 220 34 2,683 0.3
AQ9 - - 6 27 33 - 9 541 550 - 168 247 192 1,190 0.1
AQ10 - - - _ - - - 335 335 4 17 372 27 1,155 0.1
- - — 24,839 24,839 - — 41,196 41,19 467 9,268 4,177 721 80,668 9.5
_ _ _ _ _ - - 1,933 1,933 771 - - - 2,704 0.3
- - - 42 42 - - 6,135 6,135 - - - - 6,177 0.7
- - - (40) (40) - ~  (3,138) (3,138) - - - - (3,178)  (0.4)
70,952 14,821 10,844 29,236 54,901 31,945 21,711 164,121 217,777 3,381 359,825 128,193 16,154 851,183 100
2013
AQ1 74,071 1,935 1,326 2,245 5,506 12,464 9,942 12,537 34,943 1,285 70,456 49,213 5,839 241,313 29.2
AQ2 - 4,742 4,830 438 10,010 716 1,899 8,328 10,943 88 69,700 19,079 2,295 112,115  13.6
AQ3 1,530 2,121 1,141 709 3,971 1,464 3,711 12,747 17,922 588 94,084 17,587 2,673 138,355  16.8
AQ4 188 6,703 1,384 4,431 12,518 7,086 1,845 32,124 41,055 352 37,955 20,713 2,775 115,556  14.0
AQ5 - 1,719 368 410 2,497 2,188 271 29,686 32,145 490 8,421 12,390 897 56,840 6.9
AQ6 - 1,821 1 56 1,878 59 38 12,565 12,662 - 1,265 4,554 664 21,023 2.6
AQ7 - 70 - 177 247 674 40 9,624 10,338 22 793 2,758 335 14,493 1.8
AQ8 3 - - 7 7 - 10 3,062 3,072 46 65 250 16 3,459 0.4
AQ9 - - - 17 17 - Pil 4,930 4,971 - 560 330 156 6,034 0.7
AQ10 - - - _ - - - 297 297 - 614 607 126 1,644 0.2
_ _ — 41,110 41,110 - — 49,945 49,945 290 8,967 5,046 797 106,155  12.9
_ _ _ _ - - - 1,902 1,902 331 - - - 2,233 0.3
- - - 69 69 - - 11,353 11,353 - - - - 11,422 1.4
- - - (62) (62) - —  (6,174)  (6,174) - - - - (6,236)  (0.8)
75,792 19,111 9,050 49,607 77,768 24,651 17,797 182,926 225,374 3,492 292,880 132,527 16,573 824,406 100
_ _ _ _ - - - 37 37 - - - - 37 -
75,792 19,111 9,050 49,607 77,768 24,651 17,797 182,963 225,411 3,492 292,880 132,527 16,573 824,443 100
2012
AQ1 69,498 9,956 3,107 3,619 16,682 27,334 14,822 16,072 58,228 979 99,307 50,040 5,585 300,319  28.2
AQ2 12 3,556 4,351 266 8,373 700 704 6,542 7,946 4 107,908 16,396 2,255 142,894  13.5
AQ3 836 4,676 2,142 928 7,746 2,221 3,801 12,202 18,224 53 152,178 18,143 2,793 200,456  18.9
AQ4 28 5,941 1,503 874 8,318 8,606 2,111 34,550 45,357 918 56,644 20,557 3,285 135,107  12.7
AQ5 - 1,183 403 503 2,089 2,919 657 37,358 40,934 243 12,243 11,044 1,249 67,802 6.4
AQ6 - 282 39 252 573 13 50 13,685 13,748 63 1,800 3,934 593 20,711 2.0
AQ7 - - - 57 57 1,089 12 12,323 13,424 173 2,943 7,956 496 25,049 2.4
AQ8 - - - 8 8 - 2 4,149 4,151 - 76 2,027 63 6,325 0.6
AQ9 - - - 35 35 23 7 4,545 4,575 - 1,162 541 20 6,333 0.6
AQ10 - - - - - - - 213 413 - 624 771 131 1,939 0.2
- - — 65,671 65,671 - _ 55,468 55,468 - 14,953 5,515 2,901 144,508  13.6
_ _ _ _ - - 249 2,030 2,279 174 - - - 2,453 0.2
- - - 127 127 - ~ 12,320 12,320 - - - - 12,447 1.2
- - - (108) (108) - _  (5,518) (5,518) - - - - (5,626)  (0.5)
70,374 25,594 11,545 72,432 109,571 42,995 22,415 206,139 271,549 3,090 449,838 136,924 19,371 1,060,717 100
(€M) 237 2013 349 2012 303
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ABS
ABS
2014
HFT 6,218 7,709 24,448 1,391 7,383 1,979 49,128 3,559
_ _ _ _ 1 - 1 -
4,747 11,011 9,472 3,276 14,281 46 42,833 18,763
- - - 179 2,751 138 3,068 2,714
4,537 — - - — _ 4,537 —
15,502 18,720 33,920 4,846 24,416 2,163 99,567 25,036
- 6,222 - - 10,860 — 17,082 16,053
HFT (4,167)  (6,413) (10,276)  (557) (673) (730) (22,816) —
451 210 300 8 337 6 1,312 389
(€)) 117) @ - (81) (@) (202) (193)
2013
HFT 6,764 10,945 22,557 1,608 12,407 1,977 56,258 10,674
_ _ _ - 14 - 14 14
6,436 11,456 6,824 2,531 13,290 145 40,682 16,976
10 1 - 169 3,426 136 3,742 3,423
13,210 22,402 29,381 4,308 29,137 2,258 100,696 31,087
- 5,599 - - 13,132 — 18,731 18,048
HFT (1,784)  (6,790) (16,087)  (888) (1,373) (826) (27,748) (36)
201 272 106 2 333 9 923 361
(69) (86) (25) @ (196) @ (378) (252)
2012
7,692 17,303 26,344 2,036 21,722 1,933 77,030 18,619
— — - 86 610 1 697 516
7,950 17,514 10,083 2,933 15,967 114 54,561 18,953
5 - - 327 3,683 282 4,297 3,663
15,647 34,817 36,427 5,382 41,982 2,330 136,585 41,751
- 5,380 - - 21,566 — 26,946 24,847
HFT (1,538) (10,658) (11,333) (1,035) (1,578) (798)  (26,940) an
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944 861 579 17 582 8 2,91 647
_ o _ o (122) _ (124)  (12)
HFT ABS
CIB
AFS 26
@ ABS
2014
AAA _ 6 15,495 1,319 6,085 64 22,969 23 4,762
M A 15,502 18,714 9,520 282 12,145 118 56,281 57 16,956
A AA- _ a3 2,542 2,414 340 9,709 10 568
BBB- A _ 4,120 282 1,186 672 6,260 6 853
_ _ 275 51 1,148 603 2,077 2 1,060
_ _ 97 370 1,438 366 2,276 2 837
15,502 18,720 33,920 4,846 24,416 2,163 99,567 100 25,036
_ _ _ 6 17 3 2 -
15,502 18,720 33,920 4,852 24,433 2,166 99,593 25,036
2013
AAA _ 18 13,026 1,327 7,245 149 21,765 22 5,783
A AA+ 13,210 22,382 6,600 300 15,311 110 57,913 58 19,431
A AA- _ _ 3,339 1,564 1,256 282 6,441 6 1,160
BBB-  A- _ _ 6,113 820 1,501 855 9,289 9 1,044
_ _ 207 165 2,212 47 3,101 3 2,215
_ 2 6 72 1,610 396 2,086 2 1,454
13,210 22,402 29,381 4,248 29,135 2,219 100,595 100 31,087
_ _ _ 60 2 39 101 -
13,210 22,402 29,381 4,308 20,137 2,258 100,696 31,087
2012
AAA 15,647 31 15,988 1,645 7,843 17 41,171 30 7,390
A AAY _ 34,785 5,951 344 25,054 234 66,368 49 27,059
A AA- _ _ 9,997 2,103 2,792 153 15,045 11 2,242
BBB-  A- _ 4,046 882 1,677 1,002 7,607 6 1,582
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- - 443 95 3,077 603 4,218 3 2,301
- 1 2 134 1,539 321 1,997 1 1,087
15,647 34,817 36,427 5,203 41,982 2,330 136,406 100 41,751
_ _ _ 179 _ - 179 -
15,647 34,817 36,427 5,382 41,982 2,330 136,585 41,751
@ ABS

2014
AAA _ _ 13,667 1,075 4,985 65 19,792 28 3,655
M AAH 15,382 6,353 9,170 244 1,237 107 32,493 46 980
A AA- - — 4,300 2,025 2,376 307 9,008 13 544
BBB- A - — 4,078 261 1,129 311 5,779 8 838
- - 275 43 699 503 1,610 2 634
- - o7 370 1,401 8 2,216 3 800
15,382 6,353 31,587 4,018 11,827 1,731 70,898 100 7,451
- - - - 16,696 — 16,696 16,049
15,382 6,353 31,587 4,018 28,523 1,731 87,59 23,500

2013
AAA _ 12 12,82 1,153 6,039 139 20,165 31 4,656
M AAH 13,206 7,938 6,500 279 1,926 101 30,040 46 1,227
A AA- - 1,06 1,510 781 158 3,505 5 768
BBB-  A- - — 5,050 484 1,264 256 7,954 12 881
- - 297 161 1,170 204 1,022 3 1,183
- 2 6 68 1,519 303 1,898 3 1,372
13,206 7,952 26,721 3,655 12,699 1,251 65,484 100 10,087
- - - 9 26,795 39 26,843 26,137
13,206 7,952 26,721 3,664 30,494 1,200 92,327 36,224

2012
ARA 15,642 24 15,600 1,501 7,100 12 39,969 45 6,586
M AA+ _ 18,138 5,950 344 3,203 213 27,848 31 2,029
A M- - ~ 7,001 2,012 1,658 68 10,829 12 1,317
BBB- A - — 3,767 644 1,380 451 6,242 7 1,335
- - 435 9 1,777 395 2,697 3 1,123
_ 1 2 119 1,225 218 1,565 2 805
15,642 18,163 32,935 4,710 16,343 1,357 89,150 100 13,195
- - - 147 33,150 ~ 33,207 32,486
15,642 18,163 32,935 4,857 49,493 1,357 122,447 45,681

@

rRups D
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@ cvps P CDo cLo ABS
2014
AAA _ 2,417 775 14 30 29 4 1,493 4,762
M AA+ 12,906 5 657 17 3,154 6 72 139 16,956
A AA- _ 83 27 3 41 6 11 397 568
BBB-  A- _ 92 137 12 18 4 59 531 853
® _ 211 261 135 65 240 52 96 1,060
® _ 22 _ 24 474 9 31 277 837
12,906 2,830 1,857 205 3,782 204 229 2,933 25,036
2013
AAA 3 2,974 790 24 165 66 313 1,448 5,783
M AA+ 14,867 192 634 28 3,224 _ 308 178 19,431
A AA- _ 151 227 34 60 60 167 461 1,160
BBB-  A- _ 126 162 95 102 25 88 446 1,044
® _ 559 369 492 160 258 144 233 2,215
® _ 100 16 225 498 21 118 476 1,454
14,870 4,102 2,198 898 4,209 430 1,138 3,242 31,087
2012
AAA 18 2,853 1,487 11 396 92 1,181 1,352 7,390
M A+ 22,460 613 88 26 2,541 7 887 437 27,059
A AA- _ 299 275 33 799 74 146 616 2,242
BBB-  A- _ 41 141 86 aa1 32 217 624 1,582
® _ 638 454 330 301 299 133 236 2,301
® _ 107 8 297 23 95 389 168 1,087
22,478 4,551 2,453 783 4,501 599 2,953 3,433 41,751
(1) RWBS CMBS
()]
(©)]
®)
100
CiB HFT
AFS CFG
2013 2012
AFS
2014
HET Ars/orvY
AFS
HET AFS/DFV
@ HFT
_ _ 19 19 _ _ _ 1 1 20 _
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- 20 16 36 - - 6 20 26 62 -
_ _ 3 3 - - 5 4 9 12 -
_ _ 1 1 - - - - - 1 -
- 20 39 59 - - 11 25 36 95 -
- 133 5 138 - - - - - 138 _
3 43 88 134 (15) 5 - 3 8 142 o)
3 196 132 331 (15) 5 11 28 44 375 )
1 159 123 283 _ - 63 — 63 346 17
287 389 1,458 2,134 - - 160 137 297 2,431 49
4 161 1,509 1,674 - - 1 - 1 1,675 -
39 34 36 109 _ - — — - 109 —
33 33 127 193 197) - 46 28 74 267 37
367 972 3,385 4,724 (12) 5 281 193 479 5,203 99
- - - - - 305 263 4 572 572 @
367 972 3,385 4,724 12) 310 544 197 1,051 5,775 97
2013 488 1,515 4,980 6,983 (256) 173 670 452 1,295 8,278 140
2012 1,127 1,707 9,477 12,311 (601) 342 542 682 1,566 13,877 55
@ 239 2013 312 2012 484
69 2013 66 2012 13 170
2013 246 2012 471
@
mtm
IFRS
2014 2013 2012
@ 27,302 268,482 259,518 35,571 216,574 207,583 33,368 360,928 343,328
4,642 78,407 83,279 4,529 61,389 64,993 4,637 61,707 69,102
124 2,238 2,609 252 5,241 5,375 551 10,918 10,290
78 3,119 3,516 80 2,787 5,597 112 4,348 7,785
352,246 348,922 285,991 283,548 437,901 430,505
mtm
(295,177)  (295,177) (240,895)  (240,895) (374,190)  (374,190)
(32,629)  (30,016) (23,667)  (24,508) (33,558)  (30,297)
(7,005)  (14,433) (5,990)  (8,257) (5,620)  (11,702)
17,435 9,296 15,439 9,888 24,533 14,316
43 2,738 2,005 56 3,413 2,586 134 7,200 5,580
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(€D) 18,451 2013 22,563 2012 15,863
@
2014 2013 2012
/
1) 52.0  49.9 0.9 1.4 124.4 1117 1.2 1.5 250.5  240.4 3.4 3.2
@ 1.8 - 0.1 - 2.3 0.2 0.2 - 5.4 0.4 0.1 -
- 13.8 5.8 0.2 0.3 5.1 4.0 0.1 0.1 9.4 5.8 0.1 0.1
0.4 _ 0.2 - 2.2 1.4 0.5 0.3 21.6 15.6 0.9 0.6
- 0.4 _ _ _ 0.8 0.1 - - 1.2 0.4 _ _
68.4  55.7 1.4 1.7 1348  117.4 2.0 1.9 288.1  262.6 4.5 3.9
2014 2013 2012
® 0.1 _ 1.4 0.1 4.2 0.3
corc® 15.2 - 18.9 0.1 21 0.2
(€D) 2014 RCR 2013 2012
0] RCR
® CDPC
47 2013 99 2012 506
2014 8.3
CIB
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(h) REIL AFS
REIL 90
90
90
REIL
/
REIL REIL « )

2014 # % "
522 129,848 3,778 2,604 2.9 69 2.0 268 728
1,381 24,719 4,775 2,711 19.3 57 11.0 (365) 131
1,903 154,567 8,553 5,315 5.5 62 3.4 ©7) 859
486 86,008 2,506 955 2.9 38 1.1 77 436
972 16,572 226 76 1.4 34 0.5 ) 37
1,458 102,580 2,732 1,031 2.7 38 1.0 72 473
15,883 70,458 166 194 0.2 117 0.3 - -
1,992 162 - - - nm - 12) 55
1,728 60,142 1,330 536 2.2 40 0.9 194 300
RCR 372 21,225 15,271 10,864 71.9 71 51.2 (1,289) 3,566
23,336 409,134 28,052 17,940 6.9 64 4.4 (1,132) 5,253
2,333 1,323 - - - - - - -
25,669 410,457 28,052 17,940 6.8 64 4.4 (1,132) 5,253

2013
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716 127,781 4,663 2,957 3.6 63 2.3 497 967
591 31,446 8,466 5,378 26.9 64 17.1 1,774 277
1,307 159,227 13,129 8,335 8.2 63 5.2 2,271 1,244
701 85,071 4,276 1,617 5.0 38 1.9 652 587
1,531 16,743 277 120 1.7 43 0.7 29 15
2,232 101,814 4,553 1,737 4.5 38 1.7 681 602
18,884 66,697 1,615 949 2.4 59 1.4 606 338
1,942 357 - 65 - nm 18.2 65 -
406 50,551 1,034 272 2.0 26 0.5 151 284
292 34,618 18,795 13,696 54.3 73 39.6 4,691 1,756
25,063 413,264 39,126 25,054 9.5 64 6.1 8,465 4,224
15,058 1,620 - - - - - - -
40,121 414,884 39,126 25,054 9.4 64 6.0 8,465 4,224
2012
640 129,193 5,735 3,467 4.4 60 2.7 740 745
632 32,652 7,533 3,910 23.1 52 12.0 1,364 72
1,272 161,845 13,268 7,377 8.2 56 4.6 2,104 817
746 85,243 4,007 1,547 4.7 39 1.8 543 357
1,545 17,062 248 109 1.5 44 0.6 46 15
2,291 102,305 4,255 1,656 4.2 39 1.6 589 372
19,679 76,264 1,031 684 1.4 66 0.9 201 357
2,021 140 - - - - - — -
435 51,271 1,146 285 2.2 25 0.6 83 391
164 51,796 20,824 10,805 40.2 52 20.9 2,304 1,950
25,862 443,621 40,524 20,807 9.1 51 4.7 5,281 3,887
21,875 1,866 - - - - - - —
47,737 445,487 40,524 20,807 9.1 51 4.7 5,281 3,887
17 233
CIB
RCR CFG PBB
41 4,091
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CFG
PBB )
39 1,032
114 93
REIL  CFG 111 281 391
28 REIL 2013 9.5 6.9
100 67 RCR 53 36
RCR 15 69 28 RCR
RCR REIL
REIL 64 71 179
2014 2013 6.1
RCR 4.4 53 36
RCR 11 13 RCR
RCR
2014
11 RCR 13
CRE 93 433 REIL
REIL 68 CRE REIL 133
111 RCR
RCR REIL 2014 239 153
86 36 REIL REIL
70
REIL 2013 27 19
REIL 2013 64 57 2014
RCR
REIL 2013 5.0 2.9 REIL
41 18 25 RCR

REIL
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REIL
/
REIL REIL « )
2014
8,544 1 1 - 100 - (6H) -
38,788 333 227 0.9 68 0.6 2 23
- 150,568 5,631 1,518 3.7 27 1.0 53 234
- 29,144 1,964 1,585 6.7 81 5.4 401 737
51,513 12,993 8,895 25.2 68 17.3 (1,083) 2,615
5,647 971 612 17.2 63 10.8 76 200
43,317 13,345 9,027 30.8 68 20.8 (1,067) 2,750
21,388 439 302 2.1 69 1.4 (25) 181
14,005 156 113 1.1 72 0.8 - 75
18,242 936 637 5.1 68 3.5 107 158
13,963 1,142 497 8.2 44 3.6 35 211
15,932 734 366 4.6 50 2.3 9 349
7,960 1,094 574 13.7 52 7.2 (40) 109
4,781 105 64 2.2 61 1.3 28 3
28,659 1,511 1,206 5.3 80 4.2 (13) 349
_ - 1,303 - - - (671) -
409,134 28,010 17,900 6.8 64 4.4 (1,122) 5,244
1,323 - - - - - - -
410,457 28,010 17,900 6.8 64 4.4 (1,122) 5,244
- 113,520 1,394 191 1.2 14 0.2 (23) 76
- 15,923 1,674 1,452 10.5 87 9.1 290 546
- 37,536 6,018 3,675 16.0 61 9.8 (221) 1,906
- 4,098 676 361 16.5 53 8.8 ) 175
- 113,024 3,283 2,458 2.9 75 2.2 (140) 848
- 15,629 3,268 1,178 20.9 36 7.5 7 9
- 1,046 76 66 7.3 87 6.3 9 66
- 8,021 6,907 5,197 86.1 75 64.8 (862) 699
- 1,055 289 245 27.4 85 23.2 78 24
- 18,861 2,759 2,321 14.6 84 12.3 (426) 559
- 21,200 954 147 4.5 15 0.7 69 149
- 11,164 195 49 1.7 25 0.4 102 125
- 5,332 64 19 1.2 30 0.4 2 7
- 413 1 1 0.2 100 0.2 - 1
- 31,337 200 342 0.6 171 1.1 1 39
- 219 15 2 6.8 13 0.9 - -
- 1,011 19 18 1.9 95 1.8 - -
- 624 4 4 0.6 100 0.6 ®) 3
- 81 5 5 6.2 100 6.2 (6H) -
- 9,040 209 169 2.3 81 1.9 @ 12
409,134 28,010 17,900 6.8 64 4.4 (1,122) 5,244
1,323 - - - - - _ _
410,457 28,010 17,900 6.8 64 4.4 (1,122) 5,244
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25,669 42 40 - 95 - (10) 9
REIL
/
REIL REIL « )
2013
7,976 2 2 - 100 - 2 _
34,875 535 278 1.5 52 0.8 13 43
- 148,347 6,004 1,781 4.0 30 1.2 407 436
- 28,152 2,409 1,909 8.6 79 6.8 408 855
62,249 20,244 13,156 32.5 65 21.1 5,125 1,640
6,310 1,330 772 21.1 58 12.2 291 160
52,578 20,129 13,209 38.3 66 25.1 5,212 1,749
20,613 700 529 3.4 76 2.6 196 78
13,503 263 190 1.9 72 1.4 16 121
19,330 1,167 773 6.0 66 4.0 270 128
16,427 1,490 634 9.1 43 3.9 484 178
16,080 1,322 770 8.2 58 4.8 360 120
6,936 1,427 812 20.6 57 11.7 281 194
4,810 65 45 1.4 69 0.9 60 23
27,656 2,099 1,343 7.6 64 4.9 494 208
- - 1,998 - _ — 73 —
413,264 39,057 24,992 9.5 64 6.0 8,480 4,184
1,620 - - - _ _ - -
414,884 39,057 24,992 9.4 64 6.0 8,480 4,184
- 110,515 1,901 318 1.7 17 0.3 38 178
- 17,098 2,050 1,719 12.0 84 10.1 263 680
- 44,232 9,776 5,176 22.1 53 11.7 2,011 948
- 4,691 940 515 20.0 55 11.0 195 159
- 109,474 4,687 3,201 4.3 68 2.9 1,090 537
- 17,354 3,135 1,286 18.1 ] 7.4 196 26
- 1,267 135 129 10.7 9% 10.2 13 24
- 13,174 10,373 7,951 78.7 77 60.4 3,129 659
- 977 351 228 35.9 65 23.3 72 -
- 22,213 3,921 3,421 17.7 87 15.4 1,041 403
- 19,901 950 173 4.8 18 0.9 176 230
- 8,722 207 44 2.4 21 0.5 115 151
- 4,279 85 19 2.0 22 0.4 1 25
- 313 34 24 10.9 71 7.7 24 1
- 27,853 198 589 0.7 297 2.1 71 102
- 577 18 4 3.1 22 0.7 ®) 2
- 1,065 17 17 1.6 100 1.6 17 -
- 564 10 10 1.8 100 1.8 0 8
- 329 5 5 1.5 100 1.5 - -
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- 8,666 264 163 3.0 62 1.9 47 51
413,264 39,057 24,992 9.5 64 6.0 8,480 4,184
1,620 - - - - - - -
414,884 39,057 24,992 9.4 64 6.0 8,480 4,184
40,121 69 62 0.2 90 0.2 (15) 40
REIL
/
REIL REIL 'GED)
2012
9,126 - - - - - - -
41,037 503 218 1.2 43 0.5 88 205
- 149,210 6,498 1,779 4.4 27 1.2 943 434
- 31,219 2,820 2,340 9.0 83 7.5 617 785
72,100 21,179 9,822 29.4 46 13.6 2,232 1,043
8,010 1,480 647 18.5 44 8.1 92 174
63,040 22,108 10,077 35.1 46 16.0  (2,016) 1,186
21,928 616 349 2.8 57 1.6 108 146
13,520 442 294 3.3 67 2.2 44 263
21,425 1,117 624 5.2 56 2.9 222 170
17,822 832 334 4.7 40 1.9 288 77
16,685 1,187 520 7.1 44 3.1 144 95
7,820 1,597 726 20.4 45 9.3 176 102
6,288 35 13 0.6 37 0.2 - -
27,422 2,084 1,106 7.6 53 4.0 329 379
- - 1,921 - - _ 13) -
443,621 40,390 20,693 9.1 51 4.7 5,270 3,873
1,866 - - - _ _ _ _
445,487 40,390 20,693 9.1 51 4.6 5,270 3,873
- 109,530 2,439 456 2.2 19 0.4 122 32
- 19,601 2,477 2,152 12.6 87 10.9 479 610
- 53,704 10,495 3,935 19.5 37 7.3 960 490
- 6,507 1,166 481 17.9 41 7.4 100 158
- 120,808 3,719 2,608 3.1 70 2.2 675 823
- 17,451 3,060 1,125 17.5 37 6.4 521 24
- 1,727 143 139 8.3 97 8.0 29 12
- 14,571 10,349 5,758 71.0 56 39.5 1,288 404
- 1,109 300 160 27.1 53 14.4 (13) 4
- 25,009 4,231 2,834 16.9 67 11.3 816 331
- 21,911 972 190 4.4 20 0.9 298 376
- 8,748 199 48 2.3 24 0.5 109 162
- 3,343 170 29 5.1 17 0.9 [¢5)) 83
- 388 8 1 2.1 13 0.3 - 12
- 28,959 316 597 1.1 189 2.1 107) 135
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- 318 27 8 8.5 30 2.5 2 2
- 1,053 1 1 0.1 100 0.1 - 1
- 491 165 100 33.6 61 20.4 ) 66
- 6 6 5 100.0 83 83.3 5 -
- 8,207 147 66 1.8 45 0.8 2 148
443,621 40,390 20,693 9.1 51 4.7 5,270 3,873
1,866 - - - - - - -
445,487 40,390 20,693 9.1 51 4.6 5,270 3,873
47,737 134 114 0.3 85 0.2 11 14
REIL
2014 2013 2012
RCR
RCR
- 5,526 6,024 11,550 9,288 8,173 17,461 9,323 9,054 18,377
- 5,807 9,055 14,862 9,098 10,346 19,444 8,163 11,347 19,510
11,333 15,079 26,412 18,386 18,519 36,905 17,486 20,401 37,887
90
- 1,418 117 1,535 1,709 253 1,962 1,758 248 2,006
- 30 75 105 236 23 259 456 175 631
1,448 192 1,640 1,945 276 2,221 2,214 423 2,637
REIL 12,781 15,271 28,052 20,331 18,795 39,126 19,700 20,824 40,524
REIL ™ 3.3% 71.9% 6.8% 5.4% 54.3% 9.4% 5.0% 40.2% 9.1%
REIL
55% 71% 64% 56% 73% 64% 51% 520 51%
()
REIL
REIL
RCR
PBB CIB CFG RCR
2013 12 31 4,663 8,466 4,276 277 1,615 1,034 20,331 - 18,795 39,126
RCR
137 (3,547) (560) - (1,421) 289 (5,102) 23,897  (18,795) -
2014 4,800 4,919 3,716 277 194 1,323 15,229 23,897 - 39,126
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_ (250) - ®) (1) 75 (189) (851) —(,040)
1,353 555 1,716 58 100 3 4,117 2,812 - 6,929
™ (309) - 31 15) - - (293) 36 - @57)
(326) (120) (582) ®) (92) - @1m) (337) — (1,460)
(1,012) (198)  (1,884) (5) (25) (103)  (3.273)  (6,720) — (9,993)
(728) (131) (491) @nD - (300)  (1,687)  (3,566) - (5.253)
2014 12 31 3,778 4,775 2,506 226 166 1,330 12,781 15,271 28,052
RCR
PBB CIB CFG
2013 5,735 7,533 4,007 248 1,031 1,146 19,700 20,824 40,524
_ _ _ _ _ _ _ 58 58
8 134 8 2 ®) @1 125 201 416
1,638 2,479 3,507 132 1,310 282 9,438 3,364 12,802
o (445) _ 355 - 196 _ 106 ® 105
(1,306)  (1,403)  (3,104) (90) (578) (89)  (6,570)  (3,985) (10,555)
(967) @7 (587) 15) (338) (284)  (2,468)  (1,756)  (4,224)
2013 12 31 4,663 8,466 4,276 277 1,615 1,034 20,331 18,795 39,126
(1) REIL
@ o 15
RCR
PBB ci8 CF6 RCR
2013 12 31 2,057 5,378 1,617 120 949 65 272 11,358 _ 13,6906 25,054
RCR
(6] 150 (1,985)  (301) — (66) (6) 246  (2,662) 16,358  (13,696) -
2014 3,107 3,393 1,316 120 183 59 518 8,696 16,358 _ 25,054
- 12 5 w 10 8 21 (129)  (554) - (683)
(728) (131)  (436) @7 - (55)  (300)  (1,687) (3.566) - (5.253)
24 23 12 2 1 - 103 165 3 - 201
- 268 (365) 77 ®) - 12) - @) (1,289) - (@.326)
- _ _ _ _ - _ 194 194 _ - 104
67) @7 (19) ® - _ - (126)  (121) - (247)
2014 12 31 2,604 2,711 955 76 194 _ 53 7,076 10,864 — 17,940
- _ _ _ _ 1 _ _ 1 39 - 40
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- 14 42 493 69 102 - 83 803 10,447 — 11,250
2,319 2,355 366 - - - 157 5,197 150 - 5,347
271 314 96 7 91 - 296 1,075 228 - 1,303
2,604 2,711 955 76 194 - 536 7,076 10,864 — 17,940
@ RCR
RCR
PBB CIB CFG
2013 3,467 3,910 1,546 109 685 - 285 10,002 10,805 20,807
0 51 17 - 12) - 31 85 29 114
_ _ _ _ _ - - - 33 33
(967) Q@17) (587) @15  (338) - (284)  (2,468)  (1,756)  (4,224)
47 1 14 - 15 - 89 166 83 249
- 497 1,774 652 29 606 65 - 3,623 4,535 8,158
- _ _ _ - - - 151 151 156 307
(85) 1) 25) ®) o - - (201) (189) (390)
2013 12 31 2,957 5,378 1,617 120 949 65 272 11,358 13,696 25,054
- _ - - - 62 - - 62 - 62
- 2 2,078 1,116 109 747 65 60 4,177 12,512 16,689
2,742 2,59 283 - - - 118 5,739 566 6,305
213 704 218 11 140 - 94 1,380 618 1,998
2,957 5,378 1,617 120 949 65 272 11,358 13,696 25,054
2014 2013 2012
-29 4,811 4,765 5,599
30-59 1,054 1,260 1,117
60-89 667 822 1,177
90 1,640 2,221 2,637
8,172 9,068 10,530
4,837 5,173 5,508
1,340 1,373 1,875
86 368 101
1,909 2,154 3,046
8,172 9,068 10,530
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2014 2013 2012
(765) 6,952 3,100
314 1,455 2,183
(671) 73 (13)
(1,122) 8,480 5,270
(10) (15) 11
® (16) 67)
Y (1,140) 8,449 5,214
« Y ™ (0.3%) 2.0% 1.2%
(€Y}
2014 2013 2012
RCR
RCR
- 157 (1,279)  (1,122) 3,780 4,691 8,480 2,966 2,304 5,270
- - (10) (10) (15) - 15) 1 - 1
157 (1,289)  (1,132) 3,774 4,691 8,465 2,977 2,304 5,281
- 1 O) ®) 23 (39) (16) 15 (112) 97N
_ _ _ _ — — — 13 17 30
1 ) ®) 23 (39) (16) 28 (95) 67
Y,
158 (1,298)  (1,140) 3,797 4,652 8,449 3,005 2,209 5,214
AFS
2014 2013 2012
4,747 5,230 9,472 19,449 6,436 11,456 6,824 24,716 7,950 17,514 10,083 35,547
501 — 2,775 3,276 327 44 2,160 2,531 509 56 2,368 2,933
1,491 400 2,878 4,769 2,297 8,327 2,666 13,290 2,815 10,571 2,581 15,967
16 - 30 46 21 71 53 145 29 - 85 114
6,755 5,630 15,155 27,540 9,081 19,898 11,703 40,682 11,303 28,141 15,117 54,561
ABS 1,478 350 1,660 3,488 2,284 13,101 1,591 16,976 2,913 14,117 1,923 18,953
AFS
44 260 106 410 92 133 63 288 603 1,123 546 2,272
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VaR
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RBS
VaR
VaR 99 VaR
500
VaR
2014 CVA
FVA VaR
VaR
99 VaR
VaR
2014 2013 2012
16.1 18.5 35.6 9.7 37.5 44.8 79.1 19.6 63.3 75.7 95.7 41.4
21.4 14.4 38.3 13.8 59.9 37.3 86.6 33.1 69.4 74.4 94.7 45.0
5.0 6.5 9.5 1.4 8.8 6.6 21.5 3.8 10.7 8.0 23.7 2.9
3.0 3.6 6.4 1.2 5.8 4.1 12.8 3.2 5.9 3.9 12.3 1.9
0.6 0.4 2.5 0.3 0.9 0.5 3.8 0.3 1.7 1.4 5.2 0.6
® 2.7 (24.2) (55.6)
26.5 20.7 55.8 16.9 79.6 69.1  118.9 42.9 98.2  107.8  139.7 68.3
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VaR
2014
2014 CVA FVA
ABP
VaR
VaR 2014
VaR 2014
VaR SVaR
VaR SvVaR
SVaR
2005
VaR
500
SvVaR
VaR RNIV
RNIV VaR
RNIV
VaR
RNIV VaR

VaR

CIB

VaR

VaR
99

10

RNIV

VaR
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VaR
2013
2014
VaR
CIB RoR
VaR 500
VaR
260
SVaR
99
VaR SVaR
RNIV
RNIV
RNIV VaR SVaR
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99 NTIRR
VaR VaR
2014 96 72 132 66
2013 100 108 130 73
2012 132 59 183 59
2014 2013 2012
1 4 24
24 27 33
48 114 67
3 2 1
VaR 96 RBS RBS
2013 2014 VaR
RBS
CFG
1PO
2014
10,495 (2,321) 8,174 (2,713) 5,461
4,337 - 4,337 (184) 4,153
930 - 930 (902) 28
1,406 - 1,406 (898) 508
17,168 (2,321) 14,847 (4,697) 10,150
2013
15,079 - 15,079 (765) 14,314
4,280 - 4,280 (194) 4,086
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1,068 — 1,068 (969) 99
1,483 - 1,483 (1,015) 468
21,910 - 21,910 (2,943) 18,967
2012
16,194 — 16,194 (1,386) 14,808
7,271 - 7,271 (199) 7,072
1,122 — 1,122 (1,045) 7
1,439 — 1,439 (1,011) 428
26,026 - 26,026 (3,641) 22,385
2014 12 31 2013 12 31 88
102 75 CFG
CFG 47
CFG 23
CFG 18
2013 10
2013
AFS VaR
CIB RCR
2014 2013 2012
1.8 1.8 5.5 1.1 1.9 0.9 4.7 0.8 6.3 4.6 9.1 4.1
2.8 2.4 4.1 1.7 5.2 2.3 9.1 2.3 9.8 8.7 12.5 6.7
0.3 0.4 0.7 - 0.5 0.3 2.6 0.1 2.3 0.4 4.0 0.2
_ _ _ _ _ _ _ _ _ _ 0.1 _
(€)] 1.9) (1.1) (4.3)
3.2 2.7 6.4 2.0 5.3 2.4 9.4 2.4 9.6 9.4 12.1 7.8
@
VaR VaR
@
VaR 2014 2013
VaR RWA
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HFT cDs
FI AFS/LAR () SFT SFT
2014
826 726 839 5,611 14,593 22,595 21,134 56 413 991 1 2,913 25,508 48) 2,135 1,464
22 1,968 241 1,186 25 3,442 987 44 5 2,406 _ 2,031 5,473 72) 8,641 823
210 583 164 2,182 88 3,227 2,022 6 364 835 _ 1,920 5,147 (310) 3,913 422
111 220 ) 319 8 748 282 20 152 294 - 222 970 (155) 338 613
8 258 1 92 17 376 63 - 8 305 - 23 399 ©) 416 -
- - - 80 14 94 75 - - 19 - 16 110 - 19 -
1,177 3,755 1,335 9,470 14,745 30,482 24,563 126 942 4,850 1 7,125 37,607 (993) 15,462 3,322
14,872 3,936 5,475 2,041 86 26,410 4,562 6,992 5,653 8,308 895 6,008 32,418  (1,736) 39,262 8,547
5,008 7,085 1,924 1,764 81 15,862 2,930 1,743 4,034 6,389 766 8,471 24,333 (2,384) 41,004 17,442
330 5,511 5,406 2,082 29 13,358 2,831 1,493 2,509 6,441 84 6,155 19,513 (798) 20,588 3,573
554 2,215 88 389 21 3,267 566 15 375 2,227 84 855 4,122 (218) 3,264 932
18 554 645 781 5 2,003 966 329 70 461 177 1,475 3,478 (52) 696 2,628
1,540 762 44 533 16 2,895 612 200 930 1,148 5 1,047 3,942 (560) 4,818 302
23,499 23,818 14,917 17,060 14,983 94,277 37,030 10,898 14,513 29,824 2,012 31,136 125,413  (6,741) 125,184 36,746
4,264 1,889 514 322 3B 7,022 1,595 ~ 3,043 2,358 26 842 7,864 (25) 10,129 10,005
126 783 135 1,253 41 2,338 1,978 - 62 185 113 304 2,642 ) 243 4,770
53 711 101 915 50 1,830 1,673 39 - 118 - 167 1,997 (166) 202 -
325 507 108 397 3 1,340 639 203 167 331 - 426 1,766 106 600 29
161 216 103 715 19 1,214 1,158 44 5 7 - 130 1,344 (36) 40 1,209
2013
164 641 561 8,973 15,821 26,160 24,893 46 248 900 73 2,710 28,870 (166) 2,476 2,329
1,270 738 752 1,171 26 3,957 1,444 91 1,240 1,182 - 1,958 5,915 (574) 7,183 527
814 638 89 3,085 293 4,919 3,076 1 853 989 - 1,930 6,849 (440) 4,128 2,126
35 238 87 307 6 673 290 22 43 318 - 280 953 (163) 418 614
1 227 1 103 14 346 87 - - 259 - 25 371 12) 455 -
2 1 - 108 10 121 103 - 2 16 - 18 139 - 16 -
2,286 2,483 1,490 13,747 16,170 36,176 29,893 160 2,386 3,664 73 6,921 43,097 (1,355) 14,676 5,596
10,469 5,002 4,265 3,457 90 23,283 7,958 4,792 2,524 7,408 601 7,017 30,300  (1,327) 35,529 1,128
2,447 6,713 1,717 2,427 79 13,383 4,19 1,218 1,678 5,660 631 9,583 22,966 (1,723) 30,644 7,536
1,095 4,486 2,927 2,267 22 10,797 2,875 1,598 819 5,398 107 6,280 17,077 (75) 15,388 835
(336) 1,877 127 431 21 2,120 592 1 (480) 2,005 2 1,158 3,278 (122) 2,966 594
10 480 659 385 4 1,538 741 75 97 537 88 1,043 2,581 (s6) 1,373 253
814 606 56 757 18 2,251 879 50 330 018 74 1,181 3,432 475) 3,554 622
16,785 21,647 11,241 23,471 16,404 89,548 47,134 7,894 7,354 25,500 1,576 33,183 122,731  (5,133) 104,130 16,564
1,470 2,240 830 688 35 5,263 2,797 72 (172) 2,364 202 351 5,614 4 9,057 16,445
191 1,888 45 1,066 33 3,223 2,918 - 5 300 - 1,023 4,246 (14) 372 830
189 754 6 873 53 1,875 1,705 149 2 19 - 364 2,239 (65) 33 27
239 755 129 576 2 1,701 1,125 179 151 246 - 680 2,381 176 541 50
232 166 126 1,077 24 1,625 1,414 50 67 94 - 324 1,949 32) 119 998
2012
140 1,287 922 12,315 16,205 30,869 28,752 46 362 1,206 503 2,817 33,686 (70) 2,884 4,915
667 1,075 1,115 2,257 23 5,137 2,384 357 630 1,766 - 2,610 7,747 (402) 9,062 3
407 1,279 201 4,455 313 6,655 4,374 23 503 1,755 - 1,511 8,166 (372) 5,69 610
30 335 141 365 7 878 397 42 35 404 - 302 1,180 (125) 498 26
33 298 Q) 185 13 522 162 - 1 359 - 28 550 (30) 606 -
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3 11 1 28 14 57 21 - 4 32 - 14 71 - 33 -
1,280 4,285 2,373 19,605 16,575 44,118 36,090 468 1,535 5,522 503 7,282 51,400 (999) 18,777 5,554
30,642 6,328 4,130 4,659 85 45,844 25,626 7,106 3,500 9,353 259 7,264 53,108 (1,438) 57,141 8,135
3,984 8,736 2,191 3,128 71 18,110 5,483 975 3,581 7,373 698 9,226 27,336 (2,267) 44,963 16,632
870 7,782 3,415 3,054 26 15,147 3,533 2,028 668 8,583 335 7,117 22,264 (1,012) 23,163 4,602
662 2,635 294 603 22 4,216 668 1 564 2,983 - 969 5,185 (214) 4,753 476
13 720 960 597 4 2,294 1,208 58 192 709 127 1,176 3,470 (204) 2,012 3,844
1,453 1,057 99 1,056 14 3,679 1,269 - 666 1,736 8 1,346 5,025 (436) 5,974 1,431
38,904 31,543 13,462 32,702 16,797 133,408 73,877 10,636 10,706 36,250 1,930 34,380 167,788 (6,570) 156,783 40,674
7,128 2,646 884 506 36 11,200 1,752 1,483 4,890 2,876 199 577 11,777 (71) 13,262 15,047
699 586 8 360 31 1,684 798 5 1 879 1 507 2,191 45 219 1,818
54 901 14 570 54 1,593 1,434 - 139 20 - 369 1,962 (251) 24 15
25 780 136 7 3 951 826 - 53 46 26 196 1,147 (58) 213 9
459 38 94 1,047 12 1,650 1,376 56 125 93 - 442 2,002 @37 111 449
@
(@) AFS LAR HFT
DFV LAR
LAR HFT DFV
AFS
AFS AFS
(©) mtm
(@)) SFT
mtm
mtm
(©) SFT
®)
Q)
(©)) CDS CDS
mtm CDS mtm
CDS CDS CDS
CDS
CDPC Nth-to-default
CDPC (D)
)}
C)]
(10)
11
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€H)
(2014 12 31 )
1 1
( )() () ( )()
— 6,608,516,810 —
0.01 @ — 58,350,000 —
0.01 @ — 500,000 —
(1) 2006
2006
2010 28
) RBSG RBSG
(2014 12 31 )
)
6,608,516,810
58,350,000 €))
0.01
500,000 €))
0.01
— €Y}
— €Y}
6,667,366,810 —
@ ®

@
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3
() () ) ( )

2000 12 31 6,608,516,808 (1,258:323:2121333)
2010 12 31 — | 6,608,516,808 _ (1’2585223:2121233)
2011 12 31 — | 6.608,516,808 — (1,258:223:212:23%
2012 12 38 @ 1| 6,608,516,809 (191) (1,258:223:212:222)
2013 12 31 @ 1| 6,608,516,810 oDy (1.250.847.584.658)
— B pp— T

(L) 2012 10 RBSG

RBS N.V. EMEA RBS Il B.V.
706
() 2013 RBS N.V.
209
(@ 0.0
() () [P)) ( (P))

2009 12 31 59,200,000 (73,235:228)
2010 12 31 — 59,200,000 — (73,233:228)
2011 12 31 — 59,200,000 - (73,2351228)
2012 12 31 — 59,200,000 - (73,2351228)
2013 12 31 — 59,200,000 - (73,285:228)
2014 12 31 @ 850,000 58,350,000 ( 1,0521;3(2)8) (72,228:3(2)8)

(1) 2014 26 RBSG 0.01 850,000
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(b) 0.01
() () ( ) ( )

2009 @ 2,526,000 500,000 ( 3552222) (7081828)
2009 12 31 500,000 (7081828)
2010 12 31 — 500,000 — (708:828)
2011 12 31 — 500,000 — (708:828)
2012 12 31 — 500,000 — (708:828)
2013 12 31 — 500,000 — (7081828)
2014 12 31 — 500,000 — (703;828)

(1) 2009 RBSG 0.01 2,526,000

©

() () ( ), ( D))

2000 P 35 — ( 6,6?2) &)
2009 12 31 — (:)
2010 12 31 — — - (:)
2011 12 31 — — - (:)
2012 12 31 — — - (:)
2013 12 31 — — - (:)
2014 12 31 — — - (:)

(1) 2001 4.5 6.0

10.5 2001 45.5

45.5
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@
) ) ( (@) ( (@)
W o 126,350,000 —
2009 126,350,000 ( 24,087,364,000) )
2009 12 31 — -
)
2010 12 31 — — — o
)
2011 12 31 — — — o
)
2012 12 31 — — — o
)
2013 12 31 — — — T
)
2014 12 31 — — — T
)
(1) 2009 RBSG 126,350,000
)
100
®)
2014 12 31
) ()
6,608,516,810
EH12 1HQ
0.01
58,350,000 100
1000 0.01 500,000
RBSG RBSG

2014
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2009 19 2009
plc TSB
BT plc BG plc
plc
RMC plc SA
UK
1953
10
-RCR
2013 10
2013 10
2012 2013

UK

1957
16
25
NZ
2014 19
25 EMEA
1966
24 20
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2011
LECG
AT
1961
10 27
2014 10
34
1997
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2013 12
SG
1989
1995 UBS
EMEA CEO
2005 UBS
UBS
1955 2010 2013
14
2010
plc
1959 plc PLC
Ic
CBE 31 p
plc
2010
KMPG
1999 2006 KPMG UK
2006 KPMG
2005 2008
2013 2014
1949
- p Ic -
-RCR
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2011
KPMG
2000 2003 2010
1949 ol
DBE 23 SThree
“RCR
2010
2000  RBS 2007
1972
1 19
(€H)
(2) RBS 2015 31 RBS
2015
)
RBSG RBS
RBS
RBSG
2014
RBSG LLP
(€Y] (@) (©)]
2014 2013 2014 2013 2014 2013
( ) ( ) ( ) ( ) ( ) ( )
1,000 250 497 _ 313 191
_ _ 497 _ _ _
® 143 40 16 _ 11 7
350 88 174 _ 109 67
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LTIP ® 358 _ _ _ _
_ _ 1,011 _ _ _
1,851 378 3,095 _ 433 265
(D 2013 2013 10 2013 12 31
@ 2014 19
@) 2013 10 2014 28
® 26,250
®) CEO
2014 12 31 RBS
6)
LTIP
2012 RBS
RBS
50
50  RBS 2015
RBS 2015 2014
. 10 12
@ @ 50:50
130,841 61.5 84.2 72.85 95,318 3.76 358,396
@ 2012 LTIP RBS
2012 2013 2014 LTIP
10 50
10 10
30
2014 LTIP
( )
100
20
TSR
2014 3,000 915,193 25
W
2012 2013
2014 LTIP
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201‘119 1,911 584,506
@
(€Y 3.278
)
3.270
2014
2014
2014 5,500 10,000
RBS
2014
2014 2013
( ) ( ) ( ) ( )
@ 750 1 751 751
213 - 213 186
141 - 141 132
@ 112 - 112 -
®) 149 35 184 7
178 - 178 154
183 - 183 164
186 - 186 136
C)) 34 11 45 136
®) 125 - 125 164
@
) 2014 10
Q) CFG  RBS
2014 1 2014 12 31 2014
1PO CFG
2015 CFG
2014 1.647
@) 2014 15 CFG RBS
2014 26 2014
1.647
) 2014 10 31

2015
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2015 RBS
LTI
35 100 ® @
1,000,000 26,250 ® 350,000 1,000,000 1,559,810
@ 800,000 26,250 280,000 800,000 2,160,000
@
(2) 2015 LTI
LTI
113
(©))
750,000
72,500
30,000
30,000
30,000
RCR 15,000
RCR 15,000
10,000
RBS
RBS 15,000
2015 LTI
2017 12 31
2015
100
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25
PRA/FCA
RBS
25 12 25 100
TSR 25
TSR
2014 2015
TSR
1 200
2
3 HSBC 100
4
BBVA BNP
5 13 UBS 50
25 TSR 20 100
25
Tier CET1

25
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2014 RBS
NPS
NTS
GFS
CET1 13 RBS
12.5
o5 | RS 50
6.25 NPS 6.0
6.25 NTS 55 RBS 42
.5 GFS
16N NPS RBS 2020
2014 19 2014
28 2014 18
2014 18 234,952
2011 LTIP
2014
100 375

2011
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25 25 100
TSR 25 TSR 20 TSR 100 TSR
10
25 25 100 W 100
25 25 100 &)
25
() Tier
@)
3) (©)
2 2
() ( ) @ ( )
0 257,912 - - 170,677 - -
TSR 0 257,912 - - 170,677 - -
100 257,912 257,912 858,847 170,677 170,677 568,354
0 257,912 - - 170,677 - -
@ 25 257,912 858,847 170,677 568,354
955,228 632,136
(€))
@)
100 375
®3) 3.33
2014
2014 2013
( ) )
2014 1,030 682
— 306
41 42
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2014 12 31 1,071 1,030
2012 2013 2014 LTIP
2015 2017
TSR LLP
100
300
2012 LTIP RBS
25 35 25 10 100 18 53
TSR 25 TSR 20 TSR 100 65 68
25 25 100 w 100
25 25 100 10 25
® 61.5
(€Y) 400 68 Tier 10
18 10 1.5
100 100
100
@
25
(©))
2013 2014 LTIP
2013 2014 LTIP LTIP
2016 2017 2014 12 31
2013 2014
2014
25 25 2014
100
TSR
20
TSR 25 TSR 53.7 100
100 32 100
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2013
2014
(2013 ) 2015
25 2014
(2014 ) 25
62.5
100
(2013 ) 2014 2014
25
(2014 )
RBS
LTIP
2014
2014
2014 2014 12
31
( ) ( ) ( )
562,929 (1 2.14 432,088 3.40 1,469,099 130,841 "15/08/07
696,152 3.09 696,152 "16/03/08
915,193 3.28 915,193 "17/03/07
1,259,081 915,193 432,088 1,742,186
584,506 3.27 584,506  "15/03/09 *17/03/07
@
2014
2014 2014 2014 12
31
( ) ( ) ( )
56,395 3.09 18,799 3.33 62,601 37,596 "15/03/08 *16/03/08
(Y) 2012 CEO RBS
) 2014 19
2014 28 LTIP
2,151,234 289,536 207,467 4.62
117,809
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OoOoOoOoOodno
(@)
2014 12 31
LLP
5.4 10.3 — 6.7 12.8 — —
9.2 17.5 — 10.4 19.8 — —
14.6 27.8 — 17.1 32.6 — —
RBS
RBS
2014 2013
RBS 4.0 4.0
RBS
- RBSG 24.2 22.1
_ ® 4.8 3.8
33.0 29.9
0.3 0.2
0.1 0.1
1.2 2.3
1.7 0.8
0.1 0.2
3.4 3.6
0.4 0.5
36.8 34.0
[€H) 0.9 2013 RBS
2.5 2013 0.3
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O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oooooog
2013 0.3 1.1 2013 0.3
(2 RBS 0.9
2013 0.8 RBS 0.8 2013

184/469



59

23

2014 12 31
131
2015
190.64
IFRS
IFRS
LLP
25 193
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O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn

IFRS

38

UFJ

IFRS

103



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oooooog
(2014 12 31 )
2014 2013 2012

12,805 24,411 14,151 26,977 15,109 28,804

(3,939) (7.,509) (5,521) (10,525) (6,523) (12,435)
1 8,866 16,902 8,630 16,452 8,586 16,368
4,320 8,236 4,598 8,766 4,747 9,050

(842) (1,605) (892) (1,701) (947) (1,805)
1,190 2,269 2,860 5,452 1,295 2,469
6 11 162 309 454 866
1,078 2,055 1,397 2,663 1,127 2,149
2 5,752 10,966 8,125 15,490 6,676 12,727
14,618 27,868 16,755 31,942 15,262 29,095

(5,683)  (10,834) (5,929) (11,303) (6,547)  (12,481)

(2,059) (3,925) (1,994) (3,801) (1,799) (3,430)
(4,361) (8,314) (6,530) (12,449) (4,804) (9,158)
(926) (1,765) (1,109) (2,114) (1,415) (2,698)
(523) (997) (423) (806) (1) @7)
3 (13,552)  (25,836)  (15,985) (30,474)  (14,616)  (27,864)
/( ) 1,066 2,032 770 1,468 646 1,232
/( ) 13 1,337 2,549 (8,137) (15,512) (4,945) (9,427)
C ) 2,403 4,581 (7,367) (14,044) (4,299) (8,196)
6 (2,033) (3,876) (307) (585) 1) @7)
C ) 370 705 (7,674) (14,630) (4,350) (8,293)
«C Y (

) (3,486) (6,646) 410 782 490 934
(3,116) (5,940) (7,264) (13,848) (3,860) (7,359)

57 109 13) (25) 19 36

7 61 116 58 111 58 111
(3,234) (6,165) (7,309) (13,934) (3,937) (7,505)
(3,116) (5,940) (7,264) (13,848) (3,860) (7,359)

188 284 176 186 33 163
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oooooog
2014 12 31
2014 2013 2012

(3,116) (5,940) (7,264) (13,848) (3,860) (7,359)
Y 4 (100) (191) 443 845 (2,130) (4,061)
(36) (69) (246) (469) 373 711
(136) (259) 197 376 (,757) (3,350)
132 252 (1,907) (3,636) (680) (1,296)
1,412 2,692 (2,485) 4,737) 1,022 1,948
434 827 197) (376) 787) (1,500)
(401) (764) 1,101 2,099 20) (38)
1,577 3,006 (3,488) (6,650) 465 886
¢ )X ) 1,441 2,747 (3,291) (6,274) (2,222) (4,236)
« ) (1,675) (3,193) (10,555) (20,122) (6,082) (11,595)
194 370 (10) 19) 15 29
61 116 58 111 58 111
(1,930) (3,679) (10,603) (20,214) (6,155) (11,734)
(1,675) (3,193) (10,555) (20,122) (6,082) (11,595)

188 284 176 186 33 163

187/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
2014 2013 2012 2014 2013 2012

10 73,983 141,041 79,993 152,499 74,524 142,073 70,952 135,263 75,792 144,490 70,374 134,161
10 2,333 4,448 15,058 28,707 21,875 41,703 24,839 47,353 41,110 78,372 65,671 125,195
10 42,259 80,563 51,425 98,037 60,192 114,750 30,062 57,310 36,658 69,885 43,900 83,691
10 44,592 85,010 66,483 126,743 82,067 156,453 54,901 104,663 77,768 148,257 109,571 208,886
10 1,323 2,522 1,620 3,088 1,866 3,557 41,196 78,536 49,945 95,215 55,468 105,744
10 375,615 716,072 437,480 834,012 492,971 939,800 176,581 336,634 175,429 334,438 216,081 411,937
10 376,938 718,595 439,100 837,100 494,837 943,357 217,777 415,170 225,374 429,653 271,549 517,681
29 22,923 43,700 51,970 99,076 87,159 166,160 14,332 27,323 30,546 58,233 55,320 105,462
61,351 116,960 48,726 92,891 49,426 94,226 73,262 139,667 61,781 117,779 67,127 127,971
15 84,274 160,660 100,696 191,967 136,585 260,386 87,594 166,989 92,327 176,012 122,447 233,433
16 5,203 9,919 8,278 15,781 13,872 26,446 4,880 9,303 7,301 13,919 12,766 24,337
17 — — — — — — 39,857 75,983 42,328 80,694 40,262 76,755
4,710 8,979 5,634 10,741 5,717 10,899 3,381 6,446 3,492 6,657 3,090 5,891
14 2,738 5,220 3,413 6,507 7,200 13,726 9,268 17,669 8,967 17,095 14,953 28,506
14 351,844 670,755 285,990 545,211 437,901 834,814 350,557 668,302 283,913 541,252 434,885 829,065
14 354,582 675,975 289,403 551,718 445,101 848,541 359,825 685,970 292,880 558,346 449,838 857,571
18 7,765 14,803 12,352 23,548 12,403 23,645 917 1,748 1,127 2,149 1,033 1,969
19 6,123 11,673 7,866 14,996 9,694 18,481 1,976 3,767 2,284 4,354 2,430 4,633
24 1,510 2,879 3,435 6,548 3,066 5,845 733 1,397 2,298 4,381 2,878 5,487
20 4,413 8,413 5,904 11,255 6,104 11,637 2,203 4,200 3,246 6,188 4,433 8,451
21 81,033 154,481 790 1,506 304 580 — — — — — —
1,045,126 1,992,428 1,019,934 1,944,402 1,284,274 2,448,340 844,996 1,610,900 826,217 1,575,100 1,090,671 2,079,255
10 4,208 8,022 2,463 4,695 6,063 11,559 121,489 231,607 133,215 253,961 130,126 248,072
10 59,642 113,702 62,700 119,531 96,197 183,390 52,966 100,974 47,078 89,749 79,457 151,477
10 63,850 121,724 65,163 124,227 102,260 194,948 174,455 332,581 180,293 343,711 209,583 399,549
10 5,843 11,139 5,207 9,927 5,778 11,015 29,240 55,743 47,399 90,361 84,992 162,029
10 389,156 741,887 467,097 890,474 513,419 978,782 144,276 275,048 146,154 278,628 171,342 326,646
10 394,999 753,026 472,304 900,400 519,197 989,797 173,516 330,791 193,553 368,989 256,334 488,675
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oOoOooodn
10 41,996 80,061 59,746 113,900 83,278 158,761 36,743 70,047 51,538 98,252 71,494 136,296
4,498 8,575 5,245 9,999 5,832 11,118 3,098 5,906 2,274 4,335 2,878 5,487
22 23,028 43,901 28,004 53,387 27,541 52,504 16,590 31,627 17,898 34,121 14,074 26,831
14 2,005 3,822 2,586 4,930 5,580 10,638 6,585 12,554 5,675 10,819 9,321 17,770
14 348,778 664,910 283,547 540,554 430,505 820,715 348,162 663,736 282,832 539,191 429,831 819,430
14 350,783 668,733 286,133 545,484 436,085 831,352 354,747 676,290 288,507 550,010 439,152 837,199
23 12,262 23,376 14,753 28,125 12,027 22,928 5,622 10,718 7,201 13,728 7,355 14,022
4 2,550 4,861 3,188 6,078 3,854 7,347 192 366 65 124 56 107
24 236 450 189 360 789 1,504 — — — — — —
10 19,639 37,440 19,825 37,794 18,184 34,666 18,535 35,335 19,399 36,982 18,184 34,666
10 10,830 20,646 13,309 25,372 15,667 29,868 8,945 17,053 11,167 21,289 13,451 25,643
25 30,469 58,086 33,134 63,167 33,851 64,534 27,480 52,388 30,566 58,271 31,635 60,309
21 71,284 135,896 3,210 6,120 135 257 — — — — — —
995,955 1,898,689 971,069 1,851,246 1,224,849 2,335,052 792,443 1,510,713 771,895 1,471,541 1,032,561 1,968,474
2,385 4,547 79 151 137 261 — — — — — —
26 46,786 89,193 48,786 93,006 59,288 113,027 52,553 100,187 54,322 103,559 58,110 110,781
49,171 93,740 48,865 93,156 59,425 113,288 52,553 100,187 54,322 103,559 58,110 110,781
1,045,126 1,992,428 1,019,934 1,944,402 1,284,274 2,448,340 844,996 1,610,900 826,217 1,575,100 1,090,671 2,079,255
188 284 176 186 33 163
2015 25
SC90312
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ooooooo
2014 12 31
2014 2013 2012 2014 2013 2012
12 31

6,609 12,599 6,609 12,599 6,609 12,599 6,609 12,509 6,609 12,599 6,609 12,599
26,290 50,119 26,081 49,721 25,375 48,375 26,290 50,119 26,081 49,721 25,375 48,375
517 986 — — — — 517 986 — — — —
@ — — 209 398 706 1,346 — — 209 398 706 1,346
12 31 26,807 51,105 26,290 50,119 26,081 49,721 26,807 51,105 26,290 50,119 26,081 49,721
10,800 20,589 10,881 20,744 10,881 20,744 (Bl)  (154) — — — —
34 65 — — — — 34 65 — — — —
@ — — 6 (154) — — — — Bl  (154) — —
12 31 10,834 20,654 10,800 20,589 10,881 20,744 “n (90) Bl  (154) — —
359 684 1,750 3,336 2,220 4,232 302 576 1,443 2,751 1,925 3,670
/C ) 504 961 (844) (1,609) 1,200 2,288 261 498 (558) (1,064) 1,088 2,074
(409)  (780) (1,063) (2,027) (1,880) (3,584) (323)  (616)  (939) (1,790) (1,781) (3,395)
45) (86) 516 984 210 400 12 23 356 679 211 402
@ an - — — — — — — — — —
12 31 400 763 350 684 1,750 3,336 252 480 302 576 1,443 2,751
(86)  (164) 1,815 3,460 1,018 1,941 350 667 1,767 3,369 1,307 2,492
2,869 5,469 (1,082) (2,063) 2,107 4,017 1,625 3,008 (566) (1,079) 1,700 3,241
(1,457) (2,778) (1,403) (2,675) (1,085) (2,068)  (1,119) (2,133) (1,291) (2,461) (1,146) (2,185)
(334)  (637) 584 1,113 (225)  (429) 101)  (193) 440 839 ©H  (179)
34 65 — — — — — — — — — —
12 31 1,026 1,956 (86)  (164) 1,815 3,460 755 1,439 350 667 1,767 3,369

190/469
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ooooooo
2014 2013 2012 2014 2013 2012

1,842 3,512 2,041 3,891 2,829 5,393 (357) (681)  (291) (555) (302) (576)
403 768 (287) (547) (930) (1,773) 110 210 (66) (126) 1 21

)/
(82) (156) 87 166 150 286 1 2 — — — —
© an 1 2 5) 10) — — — — — —

(
) — — — — ® © — — — — — —
(392) (747) — — — — — — — — — —
12 31 1,762 3,359 1,842 3,512 2,041 3,80 (246) 469)  (357) (681) (291) (555)
2,972 5,666 10,111 19,276 12,794 24,390 21,209 40,433 22,501 42,896 20,423 38,934

/(

)
365 696  (7,661) (14,605) (4,369) (8,329)  (2,058) (3,923) (1,199)  (2,286) (781)  (1,489)
(3.538)  (6,745) 410 782 490 934 — — — — — —
(61) (116) (58) (111) (58) (111) (61) (116) (58) (111) (58) (111)
9 17 — — — — — - — — — —
D) (65) — — — — — — — — — —
392 747 — — — — — — — — — —
45) (86) — — — — — — — — — —
)/

(100) (191) 443 845  (2,130)  (4,061) (107) (204) 13) (25) (126) (240)
(36) (69)  (246) (469) 373 711 16 31 6 11 26 50

191/469
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Ooooodo

o1 173) (76) (145) 30 57 (91) 173) (76) (145) 30 57

— — — — 2,870 5,471 — — — — 2,870 5,47

(517) (986) — — — — (517) (986) — — — —

29 55 48 92 117 223 29 55 48 92 117 223

3 6 1 2 6) @1 3 6 — — — —

12 31 (652)  (1,243) 2,972 5,666 10,111 19,276 18,423 35,122 21,209 40,433 22,501 42,896
12 31

46,786 89,193 48,786 93,006 59,288 113,027 52,553 100,187 54,322 103,559 58,110 110,781

192/469
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ooooooo
2014 2013 2012 2014 2013 2012
79 151 137 261 128 244 — — — — — —
113 215 3 6 0 ®) — — — — — —
/C )
5 10 @13) (25) 19 36 — — — — — —
52 99 — — — — — — — — — —
O) ® ©) w - — — — — — - —
37 71 — — — — — — — — — —
@13) (25) — — — — — — — — — —
18 34 — — — — — — — — — —
@18) (34) — — — — — — — — — —
0 2,117 4,036 — — 17 32 — — — — — —
@ ()] (43) (82) (23) (44 — — — — — —
12 31 2,385 4,547 79 151 137 261 — — — — — —
12 31
49,171 93,740 48,865 93,156 59,425 113,288 52,553 100,187 54,322 103,559 58,110 110,781
2,385 4,547 79 151 137 261 — — — — — —
46,786 89,193 48,786 93,006 59,288 113,027 52,553 100,187 54,322 103,559 58,110 110,781
49,171 93,740 48,865 93,156 59,425 113,288 52,553 100,187 54,322 103,559 58,110 110,781
@ 2
@
188 284 176 186 33 163
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ooooooo
(2014 12 31 )
2014 2013 2012 2014 2013 2012
/
( 2,403 4,581  (7,367) (14,044) (4,299)  (8,196) (959)  (1,828) 8 15 (818)  (1,559)
C )
(3,258)  (6,211) 606 1,155 775 1,477 — — — —_ _ _
1,105 2,07 1,272 2,425 1,614 3,077 511 974 634 1,209 763 1,455
533 1,016 423 806 51 97 393 749 227 433 21 40
— — — — — — 4,353 8,299 86 164 (120) (229)
( . (1,140) (2,173) 8,449 16,107 5,214 9,940 (46) (88) 2,536 4,835 1,548 2,951
) (5,052) (9,631) (3,975) (7,578) (3,555)  (6,777) (2,567)  (4,894) (1,892) (3.607) (1,823)  (3.,475)
1,302 2,482 1,314 2,505 1,207 2,301 1,234 2,352 1,241 2,366 1,134 2,162
463 883 513 978 512 976 13 25 11 21 ®) )
— — ) ) (38) (72) — — (©) (6) — —
(1,063)  (2,027) (817) (1,558)  (888)  (1,693) 28) (53) (41) 79) (26) (50)
§ 2,478 4,724 4,407 8,402 2,853 5,439 1,453 2,770 913 1,741 1,590 3,031
(3,254) (6,203) (2,046) (3,900) (1,496) (2,852) (1,606) (3,062) (1,103) (2,103) (665)  (1,268)
() 1) (162) (309)  (454) (866) — — an 147) (454) (866)
3,994 7,614 — — — — — — — — — —
(881)  (1,680) 807 1,538 6,111 11,650 123 234 182 347 4,933 9,404
37) (261) (5,208) (9,929) (1,778)  (3,390) (384)  (732) (2,483) (4,734) 538 1,026
VY (2,513)  (4,791) (1,787) (3,407) 5,829 11,112 2,490 4,747 239 456 6,618 12,617
(11,605) (22,124) (18,983) (36,189) (36,173) (68,960)  (30,276) (57,718) (22,151) (42,229) (56,567) (107,839)
(14,118) (26,915) (20,770) (39,596) (30,344) (57,848)  (27,786) (52,971) (21,912) (41,773) (49,949) (95,223)
2 (302) (576) (195) 372) 92) (175) 135 257 322 614 (84) (160)
32 (14,420) (27,490) (20,965) (39,968) (30,436) (58,023)  (27,651) (52,714) (21,590) (41,159) (50,033) (95,383)
17,631 33,612 33,741 64,324 35,388 67,464 22,926 43,706 33,660 64,169 64,031 122,069



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooooo
(19,945) (38,023) (21,667) (41,306) (17,724) (33,789)  (12,022) (22,919) (14,310) (27,281) (14,161) (26,997)
1,161 2,213 888 1,693 2,099 4,002 164 313 83 158 137 261
(810)  (1,544) 697)  (1,329) (1,356) (2,585) @73)  (520) (321) (612) (531)  (1,012)
p (
) 33 (2,947) (5,618) 4,237 8,077 8,245 15,718 (2,358) (4,495) 1,646 3,138 (129) (246)
(4,910) (9,360) 16,502 31,459 26,652 50,809 8,437 16,084 20,758 39,573 49,347 94,075
1,438 2,741 2,285 4,356 2,968 5,658 833 1,588 1,864 3,554 2,754 5,250
2,117 4,036 — — 17 32 — — — — — —
— — — — 2,870 5,471 — — — — 2,870 5,471
@ ) 43) (82) (23) (44) — — — — — —
(4,181) (7,971) (1,868) (3,561)  (264) (503) (4,121) (7,856) (1,868)  (3,561) — —
(65) (124) (63) (120) (58) (111) (61)  (116) (58) (111) (58) (111)
(1,308) (2,494) (1,395) (2,659) (1,114) (2,124) (1,236) (2,356) (1,325) (2,526) (1,031)  (1,965)
(2,000) (3,813) (1,084) (2,067)  4,39% 8,381 (4,585) (8,741) (1,387) (2,644) 4,535 8,646
682 1,300 402 766 (3,347)  (6,381) 541 1,031 604 1,151  (2,938)  (5,601)
«C M
(20,648) (39,363) (5,145) (9,808) (2,735) (5,214)  (23,258) (44,339) (1,615) (3,079) 011 1,737
127,956 243,935 133,101 253,744 135,836 258,958 124,628 237,501 126,243 240,670 125,332 238,933
12 31
3 107,308 204,572 127,956 243,935 133,101 253,744 101,370 193,252 124,628 237,591 126,243 240,670
188 284 176 186 33 163
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166
1ASB 1ASB
IFRS EU
EU 1AS 39
EU
1ASB IFRS
2006
14 16 18
2014 12 31
2014 1 1 IFRS
IAS 32 IAS 32
IFRS 10 IFRS 12 IAS 27
IFRIC 21
IAS 36 IAS 36 IAS 36
1ASB
IAS 39 IAS 39
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12
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©

12

23
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@

11



16

60

180

12
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©
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@

11
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20

21
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23

11
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24

RBSG
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25
26
IFRS
1AS
IFRS
1ASB
2014 12 31 295 2,550 2013
214 3,188 2012 144 3,854
2014 12 31
6,255 2013 10,130 2012 10,423
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18
23 2014 12 31
799 2013 926
1,077 2012 676
LIBOR 2013 416

1,955 2013 2,113

23

2012
FSA
2014 12 31
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239
895 424
320 2013
381
284
FCA
23
31
2013 3,435 2012
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oOoOooodn
2014 12 31
3,778 2013 2,723 2012
1,295
24
16
2014 12 31 306,911 2013
363,555 2012 392,901 17,364
2013 24,983 2012 20,693 2014
1,316 2013 8,173 2012 5,005

2013 RBS
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14 16 23
211 222 11
2015 RBS 2014 12 31 IFRS IFRS
2015
2013 11 IAS 19
IFRS 2010 2012 2011 2013 2013 12 IFRS
2015
2014 IASB IFRS IFRS IAS 39
IAS 39
IAS 39
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EU IFRS 2018

IFRS

2014 IFRS 15 IAS 11 I1AS

18

bundle/unbundle 2017

2014 IFRS 11

2016

2014 IAS 16 IAS 38

2016

IFRS 2012 2014 2014 IFRS
2016

IFRS 10 IFRS 12 IAS 28
2014
2014 12
2016

IAS 2014 12
2016
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oooooog
2014 2013 2012
12,143 12,987 13,496
358 481 518
304 683 1,095
12,805 14,151 15,109
589 659 743
719 1,281 1,519
379 631 745
85 204 302
788 1,104 1,780
1,292 1,305 1,199
87 337 235
3,939 5,521 6,523
8,866 8,630 8,586
2014 2013 2012
987 1,079 929
822 888 882
1,242 1,279 1,346
318 389 450
342 385 405
268 243 195
341 335 540
4,320 4,598 4,747
(842) (892) (947)
@D
368 905 597
58 489 1,598
451 1,296 795
44 133 (1,471)
an (84) (302)
346 121 78
1,190 2,860 1,295
6 162 454
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ooOoooOoo
379 483 876
@
(86) (35) (1,998)
(©) (39 (133)
53 (44) 76
(25) (281) (148)
387 942 1,696
138 36 19
(30) 179 150
©) 20 63 212
30 @) ®)
[O) 221 94 382
1,078 1,397 1,127
(€))
@
(3) 2012 RBS RBS 179
30
O]
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oOoOooodn
2014 2013 2012

4,722 4,904 5,448

376 414 469

43 49 126

- ( ) 459 504 526

- ( — ® (38)

- 83 61 16

5,683 5,929 6,547

2,059 1,994 1,799

4,361 6,530 4,804

19 ) 664 746 954

18 262 363 461

926 1,109 1,415

( 18 ) 523 423 51

13,552 15,985 14,616

23
20 0.156 250
2013 0.13 200 2012 0.088 175

2014 261 266 268 3 798 103 901
2013 173 96 130 6 405 16 421
2012 574 126 210 142 1,052 ) 1,050
2014 120 3 233 — 356 — 356
2013 86 2 7 — 165 — 165
2012 111 @ 62 — 171 — 171
2014 — — — — — — —
2013 — 1 1 — 2 — 2
2012 — 3 2 — 5 — 5
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ooooooo
84,200 2013 87,900
2012 89,800 ) 18,200 2013 19,200 2012 19,700
12 31
2014 2013 2012
26,700 28,500 30,400
4,400 4,700 4,400
31,100 33,200 34,800
6,100 7,000 6,700
3,400 3,500 3,400
9,500 10,500 10,100
3,200 4,100 4,300
10,000 10,600 10,700
RCR 500
800 1,300
26,900 27,900 27,500
81,200 87,100 88,700
63,400 68,700 71,200
2,000 2,300 2,500
7,400 8,200 8,100
8,400 7,900 6,900
81,200 87,100 88,700
2014 12 31 17,400 2013 19,000 2012 19,400
2014 RBS RBS
o @)
Sharesave 2015 2020
2015 2018
©) 2019 2020
/
o
@
©)
Sharesave
2014 2013 2012
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Doooood
) ( ) )

2.90 62 2.86 57 3.36 64
3.43 12 2.96 13 2.49 14
2.34 ) 2.36 — 2.37 —
3.61 @an 3.38 ®) 3.76 1)

12 31 2.85 51 2.90 62 2.86 57

2014

2014 12 31 1.9 2013 1.3 2012
0.2 3.65 2013 3.36
2012 2.78 2014 12 31 2.33 39.27 2013
2012 2.33 39.27 3.7 2013 3.5 2012 3.9 2014
18 2013 25 2012 28

216/469



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooogd
2014 2013 2012
( ) ( ) )
180 55 261 73 756 191
311 95 113 36 141 50
(28) O] (48) 14 (98) (25)
(170) (51) (146) (40) (538) (143)
CFG 1) 0 — — _ _
12 31 272 85 180 55 261 73
2014
2013 2012
) ( ) ( ) ( ) ( ) )
320 94 13 375 98 20 345 58 37
72 22 — 109 35 — 157 59 —
(61) (€X5) ®) (51) (11) ® (15) (O] @
(85) 22) (€Y} (113) (28) () (112) (15) (16)
CFG 32) an — — — — — _ _
12 31 214 69 7 320 94 13 375 98 20
CFG
RBSG 11 CFG
2014 44 2013 37 2012 10
2019 2013 13 2012 18
2014 12 31 0.1 2013
0.1 2012 0.1 0.3
1993 1995 2004
RBS
RBSPT RBSPT
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oOoOooodn
RBSPT
87 2013 86 2012 85 2006
2009
2012 10
60 65
60 40
2006 10
IAS 19
12 31
( 2014 2013 2012
3.6 4.5 4.4
3.6 4.5 4.4
1.8 1.8 1.7
2.7 2.9 2.6
2.8 3.2 2.8
91 AA
AA
30 30
2014
12 31 AA
A AAA
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ooOooood
2014 2013 2012

5.5 4.3 4.4

2.8 4.1 6.0

2.7 3.6 4.4

3.5 3.9 4.4

3.8 4.7 5.3

4.6 3.7 0.5

3.8 4.4 4.7

26.6 28.3 28.7

5.0 2.2 2.9

15.6 19.6 19.5

2.0 1.9 1.5

1.5 5.1 2.5

5.5 4.0 4.2

9.8 2.8 2.0

7.3 7.1 9.0

1.6 8.0 8.4

(1.6) 7.7 (8-4)

100.0 100.0 100.0

2014 12 31 88 2013 2012 85
2014 2013 2012

8,467 73 415 6,273 258 141 5,474 20 335
23,858 6,055 3,305 22,108 3,283 2,867 19,304 3,424 2,811
181 1 — 187 1 — 515 6 —
782 223 191 2,196 813 720 2,539 326 259
875 427 435 900 13 16 709 11 12
599 14 2 1,904 71 2 2,109 16 17
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OooooOodd
8,562 2 — 9,182 66 — 8,551 41 —
7,382 846 48 4,102 108 63 963 94 —
7,409 1 61 4,071 11 90 963 13 31
2014 12
31 34,163 2013 31,664 2012 28,541
2,433 2013 624 2012 370
2014
12 31 2,908 2013 633 2012 521
2013 2012
2,172 2013 416 2012 610
( ) 2014 2013 2012
60 ()
28.0 27.6 27.3
30.0 29.5 29.2
40 60 ()

29.3 28.6 29.4

31.6 30.8 31.0
2013 26,359 30,069 3,710
() 2 10
1,173 1,314 141
376 376
®) ®)
1 1
(©) (©)
1,173 1,683 510
— 1,097 — (1,097)
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goooood
— — @ @)
— — 593 593
— — 238 238
1,097 654 (443)
4 4
817 (817)
14 14 —
(981) (981) —
2014 28,471 31,445 2,974
(63) (86) (23)
1,314 1,419 105
356 356
2 2
1,314 1,777 463
_ 5,171 — (5,171)
— — (18) 18)
— — 4,799 4,799
— — 490 490
5,171 5,271 100
1,063 (1,063)
5 5 —
(1,026) (1,026) —
(594) (790) (196)
2014 12 31 34,341 36,596 2,255
2014 2013 2012
20 (295) (214) (144)
2,550 3,188 3,854
2,255 2,974 3,710
2014 2013 2012
459 501 488
4 9 (14)
463 510 474
2014 12 31 20.0 2013 18.0 2012
19.2
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OooooOodd
2014 2013 2012
18.8 19.5 23.8
41.0 38.4 32.4
40.2 42.1 43.8
100.0 100.0 100.0
2014 2013 2012 2011 2010
34,341 28,471 26,359 23,830 21,687
36,596 31,445 30,069 25,994 23,877
2,255 2,974 3,710 2,164 2,190
18 177 (202) (224) (851)
5,171 1,097 476 812 1,931
6,485 2,270 1,662 1,973 3,000
22.8 8.6 7.0 9.1 16.0
2014
2013 56 82
2014 2016 650 2017 2023 450
270
12 31
12 31
« ) « )
2014 2013 2012 2014 2013 2012
0.25 (79) (80) (80) (1,695) (1,379) (1,392)
0.25 63 58 66 1,334 1,000 1,129
0.25 49 48 45 1,107 844 782
0.25 24 21 23 476 383 342
0.25 12 12 9 131 110 125
42 39 38 1,053 801 727
/
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OooooOodd
2014 2013
6.7 5.4
10.4 9.2
17.1 14.6
2014 2013 2012
(275) (237) (298)
/( 75 (50) 50
(200) (287) (248)
« ) (355) 499 425
(1,472) (701) (203)
C ) (6) 182 (25)
(2,033) (307) (51)
21.5 2013 23.25 2012 24.5 (
)4
2014 2013 2012
« ) (517) 1,713 1,053
(11) (670) (253)
100 (122) (292)
— (338) (152)
(©)) ® 59
(28) (49) (10)
(19) 19) (36)
(54) “n (43)
(182) (144) (93)
(148) 177 (218)
RBS — — 26
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OooooOodd
— 37 —
37 74 55
(23) 12 31
218 — —
(
)/
(850) (701) —
(775) — —
153 — (203)
@ 69 132 25
(2,033) (307) (51)
@ 2014 21 2015
20
@
2014 2013 2012
0.01 43 40 41
0.01 18 18 17
61 58 58
(1) 2015 10 2015 31
2014 2013 2012
2006 408
2,119 2013 1,257 2012 839
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ooooooo
10
IAS 39 IAS 39
/
2014
— — — 73,983 — 73,983
672 — — 1,661 — 2,333
18,129 — — 2,579 — 20,708
@ 11,483 — — 10,068 — 21,551
— — — 1,323 — 1,323
43,018 — — 969 — 43,987
22,830 61 — 304,619 — 4,118 331,628
@ 49,128 1 27,540 3,068 4,537 84,274
4,724 240 239 — — 5,203
— — — 4,710 — 4,710
2,738 — 2,738
346,677 5,167 351,844
7,765 7,765
6,123 6,123
1,510 1,510
4,413 4,413
81,033 81,033
499,399 302 5,167 27,779 402,980 4,537 4,118 100,844 1,045,126
219 1 3,988 4,208
23,990 — 794 24,784
®) 25,234 — 9,624 34,858
_ _ 5,843 5,843
35,985 — 1,365 37,350
&) 15,048 4,731 332,027 351,806
®) 6,487 9,607 25,902 41,996
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_ _ 4,498 4,498

23,028 — 23,028

2,005 - 2,005

345,524 3,254 348,778

— — 1,815 10,447 12,262
2,550 2,550

236 236

—_ — 19,639 19,639
— 345 10,485 10,830

71,284 71,284

477,520 14,684 3,254 415,980 — 84,517 995,955

49,171

1,045,126

203

2013

- - —_ 79,993 79,993

3,773 — — 11,285 15,058
25,781 —_ —_ 658 26,439

@ 9,279 — — 15,707 24,986

- - 1,620 1,620

49,897 — — — 49,897

18,849 49 — 361,935 6,750 387,583

@ 56,258 14 40,682 3,742 100,696
6,983 313 982 — 8,278

— — — 5,634 5,634

3,413 — 3,413
281,655 4,335 285,990
12,352 12,352

7,866 7,866

3,435 3,435
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Ooooooog
5,904 5,904
790 790
455,888 376 4,335 41,664 480,574 6,750 30,347 1,019,934
435 10 2,018 2,463
23,121 — 5,491 28,612
®) 18,909 — 15,179 34,088
46 — 5,161 5,207
52,300 — 4,157 56,457
® 9,636 5,862 395,142 410,640
®) 8,570 14,998 36,178 59,746
_ — 5,245 5,245
28,004 — 28,004
2,586 — 2,586
280,428 3,119 283,547
— — 1,759 19 12,975 14,753
3,188 3,188
189 189
— — 19,825 19,825
— 358 12,951 13,309
3,210 3,210
424,035 21,228 3,119 503,106 19 19,562 971,069
48,865
1,019,934

203
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ooooooo
/
2012
— — — 74,524 74,524
4,401 1 — 17,473 21,875
33,388 — — 1,056 34,444
@ 12,022 — — 13,726 25,748
31 — — 1,835 1,866
70,010 — — 33 70,043
24,474 189 — 391,033 7,232 422,928
0 77,030 697 54,561 4,297 136,585
12,311 484 1,077 — 13,872
— — — 5,717 5,717
7,200 — 7,200
429,688 8,213 437,901
12,403 12,403
9,694 9,694
3,066 3,066
6,104 6,104
304 304
670,555 1,371 8,213 55,638 509,694 7,232 31,571 1,284,274
2,188 — 3,875 6,063
36,361 — 7,962 44,323
®) 29,505 — 22,369 51,874
123 — 5,655 5,778
82,213 — 5,784 87,997
') 11,314 6,323 407,785 425,422
®) 10,820 22,183 50,275 83,278
— — 5,832 5,832
27,541 — 27,541
5,580 — 5,580

228/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

OooooOodd
426,863 3,642 430,505
— — 1,684 12 10,331 12,027
3,854 3,854
789 789
_ _ 18,184 18,184
— 538 15,129 15,667
135 135
632,508 29,044 3,642 544,534 12 15,109 1,224,849
59,425
1,284,274
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ooOoooOoo
2014 2013 2012
938 385 1,490 130 1,455 411
30 2,708 53 3,360 7 7,193
5,843 — 5,207 — 5,777 1
179 1,826 153 2,433 511 5,069
[€)) 980 2013 1,454 2012 1,531
[©) 123 126
[©) 513 2013 826 2012 521
©) 432 2013
412 2012 305
) 40,760 2013 57,035 2012 79,565
1,236 2013 2,711 2012 3,713
2014 2013 2012
/
/( )
43 (88) (1,973)
( )/
(236) 137) 1
(48) (69) an
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OooooOodd
IAS 39 IAS 39
/
2014
— — — 70,952 70,952
2,172 — — 22,667 24,839
12,791 — — 2,030 14,821
@ 11,070 — — 4,171 15,241
11,652 — 9 29,535 41,196
30,976 — — 969 31,945
22,645 60 — 121,888 43 144,636
) 39,210 — 24,725 19,122 4,537 87,594
4,714 40 126 — 4,880

— — — — 39,857 39,857

— — — 3,381 3,381
9,268 — 9,268

346,727 3,830 350,557

917 917

1,976 1,976

733 733

— — — — — 2,203 2,203

491,225 100 3,830 24,860 274,715 4,537 43 45,686 844,996

3,567 9 117,913 121,489

21,254 — 794 22,048

®) 24,824 — 6,004 30,918
2,821 — 26,419 29,240

32,326 — 1,364 33,690

%) 15,035 681 94,870 110,586
) 6,487 8,950 21,306 36,743
— — 3,008 3,008

16,590 — — 16,590
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OooooOodd
6,585 — 6,585
346,079 2,083 — 348,162
_ _ 1,143 4,479 5,622
— 192 192
— — — 18,535 18,535
_ 345 — 8,600 8,945
475,568 9,985 2,083 300,136 — 4,671 792,443
52,553
844,996
207
/
2013
— — — 75,792 75,792
8,142 — — 32,968 41,110
18,684 — — 427 19,111
@ 9,278 — — 8,269 17,547
20,529 — 8 29,408 49,945
24,651 — — — 24,651
18,525 49 — 132,169 35 — 150,778
) 34,412 456 28,251 29,208 — 92,327
6,949 107 245 — — 7,301
— — — — 42,328 42,328
— — — 3,492 — 3,492
8,967 — 8,967
280,300 3,613 283,913
1,127 1,127
2,284 2,284
2,298 2,298
_ _ _ — — 3,246 3,246
430,437 612 3,613 28,504 311,733 35 51,283 826,217
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Ooooodo
4,198 20 128,997 133,215
16,199 — 3,588 19,787
®) 18,601 — 8,690 27,291
12,550 495 34,354 47,399
23,531 — 3,490 27,021
0 9,594 829 108,710 119,133
®) 8,570 14,063 28,905 51,538
_ _ 2,274 2,274
17,898 — — 17,898
5,675 — 5,675
281,079 1,753 — 282,832
— — 1,124 6,077 7,201
65 65
— — — 19,399 19,399
— 358 — 10,809 11,167
397,895 15,765 1,753 350,340 6,142 771,895
54,322
826,217

207
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/
2012
— — — 70,374 70,374
7,111 1 — 58,559 65,671
25,594 — — — 25,594
@ 12,015 — — 6,291 18,306
19,254 — 12 36,202 55,468
42,972 — — 23 42,995
23,555 134 — 149,397 173,086
© 42,899 1,242 43,059 35,247 122,447
12,278 274 214 — 12,766
40,262 40,262
— — — 3,090 3,090
14,953 14,953
428,261 6,624 434,885
1,033 1,033
2,430 2,430
2,878 2,878
4,433 4,433
628,892 1,651 6,624 43,285 359,183 51,036 1,090,671
6,897 84 123,145 130,126
27,499 — 6,078 33,577
®) 29,087 — 16,793 45,880
18,900 567 65,525 84,992
37,460 — 4,727 42,187
') 11,299 1,024 116,832 129,155
®) 10,820 21,220 39,454 71,494
— — 2,878 2,878
14,074 — — 14,074
9,321 — 9,321
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428,082 1,749 429,831

— — 1,106 6,249 7,355

56 56

_ _ 18,184 18,184

— 538 12,913 13,451

593,439 23,433 1,749 - — 407,635 6,305 1,032,561

58,110

1,090,671
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ooOoooOoo
2014 2013 2012
— 3,370 21,469 — 15,671 25,439 — 21,875 43,796
938 69 40,190 1,490 130 48,325 1,455 290 53,723
30 2,708 6,530 53 3,359 5,555 7 7,186 7,760
— 12,452 109,037 — 2,734 130,481 — 5,015 125,111
5,843 — 23,397 5,207 — 42,192 5,777 1 79,214
179 1,826 4,580 153 2,433 3,089 511 5,069 3,741
[€)) 237 2013 349 2012 303
[©) 125
(©) 367 2013 348 2012 63
) 54 2013
65 2012 43
) 35,517 2013 49,697 2012 68,530
1,226 2013 1,841 2012 2,964
IFRS
IFRS
2014
590,716 (245,418) 345,298 (296,156) (32,629) (7,005) 9,508
95,392 (30,822) 64,570 (5,016) — (59,505) 49
2,921 (2,921) — — — _ _
2,094 (1,997) 97 — — — 97
691,123 (281,158) 409,965 (301,172) (32,629) (66,510) 9,654
584,561 (241,235) 343,326 (296,156) (30,015) (14,433) 2,722
91,887 (30,822) 61,065 (5,016) — (56,049) —
7,104 (7,104) — — — — _
1,998 (1,997) 1 — — — 1
685,550 (281,158) 404,392 (301,172) (30,015) (70,482) 2,723
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IFRS
2013
548,743 (265,709) 283,034  (242,486) (23,667) (5,990) 10,891
115,715 (40,658) 75,057 (11,379) — (63,589) 89
2,152 (2,152) — — — _ _
2,950 (2,672) 278 (262) — — 16
669,560  (311,191) 358,369  (254,127) (23,667) (69,579) 10,996
543,393  (262,655) 280,738 (242,486) (24,540) (8.,257) 5,455
120,639 (40,658) 79,981 (11,379) — (68,602) —
5,206 (5,206) — — — — —
4,006 (2,672) 1,334 (262) — — 1,072
673,244  (311,191) 362,053  (254,127) (24,540) (76,859) 6,527
2012
801,520  (373,448) 428,072 (374,190) (33,558) (5.620) 14,704
117,153 (38,377) 78,776 (17,439) — (61,337) —
3,680 (2,456) 1,224 (345) — — 879
022,353  (414,281) 508,072  (391,974) (33,558) (66,957) 15,583
796,908  (373,448) 423,460  (374,190) (30,297) (11,702) 7,271
106,885 (38,377) 68,508 (17,439) — (51,069) —
4,270 (2,456) 1,814 (345) — — 1,469
908,063  (414,281) 493,782 (391,974) (30,297) (62,771) 8,740
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IFRS
2014
595,932  (245,413) 350,519 (299,930) (32,616) (6,978) 10,995
61,651 (14,951) 46,700 (4,751) — (41,949) —
2,921 (2,921) — — — — —
228 (156) 72 — — — 72
660,732  (263,441) 397,291 (304,681) (32,616) (48,927) 11,067
588,399  (241,230) 347,169 (299, 930) (30,015) (14,433) 2,791
69,620 (14,951) 54,669 (4,751) — (49,918) —
7,104 (7,104) — — — — —
156 (156) — — — — —
665,279  (263,441) 401,838 (304,681) (30,015) (64,351) 2,791
2013
553,861  (265,486) 288,375 (244,598) (23,667) (5,990) 14,120
59,872 (17,151) 42,721 (7,319) — (35,402) —
2,152 (2,152) — — — _ _
62 (62) — — — — —
615,947  (284,851) 331,096 (251,917) (23,667) (41,392) 14,120
546,002  (262,432) 283,570 (244,598) (24,540) (8,257) 6,175
62,120 (17,151) 44,969 (7,319) — (37,650) —
5,206 (5,206) — — — _ _
62 (62) — — — — —
613,390  (284,851) 328,539 (251,917) (24,540) (45,907) 6,175
2012
816,278  (373,264) 443,014 (379,814) (33,440) (5,616) 24,144
83,018 (10,097) 72,921 (14,762) — (58,159) —
515 “472) 43 “43) — — _
899,811  (383,833) 515,978 (394,619) (33,440) (63,775) 24,144
806,043  (373,264) 432,779 (379,814) (24,593) (8,264) 20,108
86,920 (10,097) 76,823 (14,762) — (62,061) —
515 “72) 43 (43) — — —
893,478  (383,833) 509,645 (394,619) (24,593) (70,325) 20,108
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2014 36 AFS
2008 2009
HFT AFS LAR HFT
( )/ )
2014
HFT  LAR
671 561 33 (76) 65 108
835 787 (18) — 129 147
1,506 1,348 15 (76) 194 255
HFT  AFS ()
64 64 7 — 7 —
AFS  HTM @
3,625 3,766 68 — 67 @
5,195 5,178 90 (76) 268 254
2013
HFT  LAR
1,417 1,160 (28) 13) 42 83
1,284 892 (23) 3 (88) (68)
2,701 2,052 (51) 10) (46) 15
HFT  AFS ()
62 62 34 1 45 10
AFS  LAR ®)
_ _ 4 7 — 1)
2,763 2,114 (13) @ @ 14
2012
HFT  LAR
2,892 2,546 42 15 517 460
1,548 1,232 107) @ 184 293
4,440 3,778 (65) 13 701 753
HFT  AFS ()
891 891 38 8 13 (33)
AFS  LAR ®)
167 90 7 — 7 —
5,498 4,759 (20) 21 721 720
@ 2013 77 AFS
@ 155
(3) 2013 AFS
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2012 2013 2014

2014 2013 2012
HFT  LAR

496 390 1,207 964 2,555 2,215

835 787 1,284 892 1,548 1,232

1,331 1,177 2,491 1,856 4,103 3,447
HFT  AFS )

64 64 62 62 891 891
AFS  LAR @

— — — — 167 90
AFS  HTM ®)

3,625 3,766 — — — —

5,020 5,007 2,553 1,918 5,161 4,428
@ 2013 51 2012 77 AFS
(2) 2013 2012 AFS
®) AFS 155

240/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
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11
RBS
IPV
IPV IFRS 13
IPV
IPV
IPV
1PV
IPV
CIB RCR
CIB RCR
prudential valuation

CIB CIB CIB CIB

CIB CIB
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ooooOoog
VaR Incremental Risk Charge
SVaR CIB RCR
RBS VaR SVaR
140 144
IFRS 13
IFRS 13
1PV
1PV
LIBOR

oIS
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1PV

CIB RCR

1PV

1PV

2014 2013 2012
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1,372 1,728 3,655

CDPC 47 93 2,046
395 512 787

708 424 552

613 753 1,313

1,716 1,689 2,652

3,088 3,417 6,307

CVA
CVA

CVA

CVA

RBS
CVA

CVA

CVA RBS
CVA
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IFRS 13
RBS
ols
FVA
CVA
2014 12 31 86 2013 205 2012 150
40 2013 137 2012 38
139 2013 82 2012 44
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IFRS

DVA
CVA

FVA
DVA FVA DVA
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oooooog
HFT
DFV 0CA
@
HFT DFV DFV A

/@
2014 397) o7 (504) 53 (451) 8 (443)
2013 (467) (23) (490) 67 (423) 76 (347)
2012 (648) M (607) 104 (503) 240 (263)
2014 6.5 9.6 16.1 0.3 16.4
2013 8.6 15 23.6 0.4 24
2012 10.8 22.2 33 0.5 33.5
(1) OocA
@
@
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ooooooo
2014 2013 2012
— 95.6 0.6 96.2 — 107.1 0.5 107.6 — 143.6 0.9 144.5
53.0 4.9 — 57.9 54.7 10.2 0.1 65.0 77.4 9.4 — 86.8
2.0 15.6 1.2 18.8 1.4 28.6 2.0 32.0 2.5 38.1 4.9 45.5
55.0 20.5 1.2 76.7 56.1 38.8 2.1 97.0 79.9 47.5 4.9 132.3
ABS
— 6.2 0.8 7.0 — 26.0 1.7 27.7 — 33.8 4.3 38.1
4.5 0.3 0.4 5.2 6.9 1.0 0.4 8.3 12.3 1.1 0.5 13.9
— 1.8 0.4 2.2 — 4.4 0.9 5.3 — 9.3 1.7 11.0
— 349.7 2.6 352.3 0.1 281.3 2.7 284.1 0.4 431.5 2.2 434.1
— 351.5 3.0 354.5 0.1 285.7 3.6 289.4 0.4 440.8 3.9 445.1
59.5 467.9 5.2 532.6 63.1 432.6 6.6 502.3 92.6 633.0 10.2 735.8
11.2% 87.8% 1.0% 100.0% 12.6% 86.1% 1.3% 100.0% 12.6% 86.0% 1.4% 100.0%
— 105.0 0.2 105.2 — 110.1 0.2 110.3 — 168.0 — 168.0
— 14.9 1.2 16.1 — 22.3 1.3 23.6 — 31.7 1.3 33.0
19.9 3.1 — 23.0 23.9 4.1 — 28.0 23.6 4.0 — 27.6
— 2.0 0.6 2.6 — 4.5 0.9 5.4 — 9.5 0.8 10.3
— 345.8 2.5 348.3 0.1 278.4 2.2 280.7 0.8 422.3 2.7 425.8
— 347.8 3.1 350.9 0.1 282.9 3.1 286.1 0.8 431.8 3.5 436.1
— 0.3 — 0.3 — 0.4 — 0.4 — 0.5 — 0.5
19.9 471.1 4.5 495.5 24.0 419.8 4.6 448.4 24.4 636.0 4.8 665.2
4._0% 95.1% 0.9% 100.0% 5.4% 93.6% 1.0% 100.0% 3.7% 95.6% 0.7% 100.0%
@ 610
(@
(0)
610 CLO
oTC
CDo
oTe
(@)
)
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2014 2013 2012
@) @ @

0.6 30 30) 0.5 50 (40) 0.9 140 70)
— — J— 0.1 — J— — — —
1.2 50 40) 2.0 150 (110) 4.9 360 (200)
1.2 50 (40) 2.1 150 (110) 4.9 360 (200)
0.4 50 (50) 0.4 70 (60) 0.5 70 (80)
0.4 40 40) 0.8 70 (110) 1.6 230 (230)
2.6 250 (250) 2.8 310 (150) 2.3 420 (300)
3.0 290 (290) 3.6 380 (260) 3.9 650 (530)
5.2 420 (410) 6.6 650 470) 10.2 1,220 (880)
ABS 0.8 30 (30) 1.7 120 (90) 4.3 290 (120)

0.2 — (10) 0.2 — (10) — 30 (30)
1.2 30 (40) 1.3 40 (60) 1.3 50 (60)
0.6 60 (60) 1.0 40 (60) 0.8 40 (90)
2.5 160 (180) 2.1 90 (60) 2.7 110 70)
3.1 220 (240) 3.1 130 (120) 3.5 150 (160)
4.5 250 (290) 4.6 170 (190) 4.8 230 (250)
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1.2 ) 0% 96%
DCF @ 0% 40%

0.4 0.6 DCF A3) 0% 100%
%) 80bps 700bps

2.6 2.5 5) (40%) 85%
(6) 15% 83%

12
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0TC

1PV

1PV

1PV

1PV 1PV

1PV

1PV 1PV
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1PV 1PV

1PV

90

CVA
DVA

oIS
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11 12 31
@)  SocI()
2014
FVTPL  (3) 5,183 98 — 1,088 (967) — 858 981)  (622) 8 4,665 57 (83)
AFS 1,380 4 (48) 6 07) — 7 @G67)  (373) 10 512 3 3
6,563 102 (48) 1,004 (1,074) — 865  (1,348)  (995) 18 5,177 60 (80)
4,575 51 — 1,744 (698) 109 59 (1,257) (50) 16 4,549 (56) 105
/(
) 51 (48) 116 (185)
2013
FVTPL  (3) 7,101  (496) — 1,207 (356) — 1,006 (826)  (2,426) @7 5,183 (796) 157
AFS 3,103 82 163 173 14) — 95 (725)  (1,458) (39) 1,380 16 41
10,204  (414) 163 1,380 (370) — 1,101  (1,551) (3,884) (66) 6,563 (780) 198
4,849 49 — 698 451) 436 53  (1,262)  (270) (10) 4,575 (105) 68
C )
(463) 163 (675) 130
2012
FVTPL  (3) 9,870 (1,967) — 1,169 @97) — 2,810 (1,663) (2,227) 94 7,101 (1,823) 115
AFS 5,873 106 37 408 “72) — 92 (1,001) (1,926) (14) 3,103 (144) 51
15,743 (1,861) 37 1,577 (1,269) — 2,002 (2,664) (4,153) (108) 10,204 (1,967) 166
6,041 (442) — 858 20) 372 542 (2,068) 12 46) 4,849 “27) 2
C )
(1,419) 37 (1,540) 164
(1) HFT 123 2013 453 2012 1,481
174 2013 10 2012 62
2013 2012 19
(@)
(€)]

253/469



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
1 2 3 1 2 3
2014
74.0 71.
1.0 0.
- 13.3 13.3 — 6.6 6.7 28.7 29.1 — 12.8 16.3
311.0 302.5 — 3.3 299.2 152.4 149.5 — 24.9 124.6
7.6 7.5 4.7 1.9 0.9 23.7 23.3 4.7 13.0 5.6
4.7 3.
- 4.1 4.
0.5 0.
- 9.8 9.8 — 3.1 6.7 119.6 120.2 — 28.0 92.2
- 234.9 68.
- 104.3 104.3 — 54.8 49.5 54.4 54.5 — 18.6 35.9
25.9 27.2 — 24.2 3.0 21.3 22.7 — 21.3 1.4
4.5 3.
1.8 1.
30.1 31.7 — 19.8 11.9 27.1 28.8 — 17.1 11.7
2013
80.0 75.8
1.5 0.3
- 26.2 26.2 7.4 18.8 41.4 41.7 23.3 18.4
370.3 358.9 14.8 344.1 161.6 158.6 23.3 135.3
3.7 3.1 1.9 1.2 29.2 28.4 25.4 3.0
5.6 3.5
- 0.8 0.3
- 21.9 21.9 7.2 14.7 141.0 141.0 41.5 99.5
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266.9

5.2
1.8

137.6
36.2

137.7
37.4

33.2

88.9
33.3

48.8
4.1

0.1
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oOoOooodn
77.0
69.6 69.2 24.8 44.4
28.9 30.5 27.9 2.6
2.3
1.1

30.2 30.8 30.8 —
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ooOooood
2012 2012 2012 2012
74.5 74.5 70.4 70.4
32.3 32.2 64.9 65.5
400.1 380.9 185.6 178.7
4.3 3.9 35.2 35.3
5.7 5.7 3.1 3.1
34.2 34.2 146.0 146.1
419.2 419.6 187.1 183.8
50.3 50.1 39.5 40.3
5.8 5.8 2.9 2.9
1.7 1.7 1.1 1.1
33.3 33.8 31.1 31.9
@
CIB
O
PBB SME

lifetime tracker mortgage
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ooooOoog
12
2014 2013 2012
12 12 12 12 12 12
73,983 — 73,983 79,993 — 79,993 74,524 — 74,524
43,741 851 44,592 65,111 1,372 66,483 80,625 1,442 82,067
147,673 229,265 376,938 167,988 271,112 439,100 194,968 299,869 494,837
23,866 60,408 84,274 18,233 82,463 100,696 24,088 112,497 136,585
— 5,203 5,203 — 8,278 8,278 — 13,872 13,872
4,710 — 4,710 5,634 — 5,634 5,717 — 5,717
67,151 287,431 354,582 45,001 244,402 289,403 51,248 393,853 445,101
62,039 1,811 63,850 62,007 3,156 65,163 93,742 8,518 102,260
387,477 7,522 394,999 457,823 14,481 472,304 493,432 25,765 519,197
8,093 33,903 41,996 14,762 44,984 59,746 14,547 68,731 83,278
6,420 21,106 27,526 10,417 22,832 33,249 8,499 24,874 33,373
69,090 281,693 350,783 45,434 240,699 286,133 51,958 384,127 436,085
2,561 27,908 30,469 1,378 31,756 33,134 2,385 31,466 33,851
2014 2013 2012
12 12 12 12 12 12
70,952 — 70,952 75,792 — 75,792 70,374 — 70,374
43,423 11,478 54,901 67,248 10,520 77,768 89,433 20,138 109,571
114,765 103,012 217,777 115,478 109,896 225,374 142,109 129,440 271,549
26,250 61,344 87,594 23,848 68,479 92,327 38,277 84,170 122,447
— 4,880 4,880 — 7,301 7,301 — 12,766 12,766
3,381 — 3,381 3,492 — 3,492 3,090 — 3,090
68,447 291,378 359,825 45,156 247,724 292,880 51,288 398,550 449,838
151,740 22,715 174,455 151,007 29,286 180,293 179,390 30,193 209,583
157,548 15,968 173,516 164,002 29,551 193,553 214,970 41,364 256,334
8,028 28,715 36,743 13,381 38,157 51,538 13,285 58,209 71,494
4,462 15,226 19,688 6,409 13,763 20,172 4,606 12,346 16,952
70,454 284,293 354,747 45,584 242,923 288,507 52,048 387,104 439,152
2,133 25,347 27,480 1,346 29,220 30,566 2,353 29,282 31,635
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ooooooo
20
0-3 3-12 1-3 3-5 5-10 10-20
2014
12,076 784 793 8 575 140
330,808 8,985 3,076 1,084 85 18
1,889 5,375 9,958 5,511 8,884 1,924
134 316 721 491 847 894
1,105 2,792 3,935 9,688 13,656 5,765
6,305 5 3 — — —
352,317 18,257 18,486 16,782 24,047 8,741
1,2) 10,973 — — — — _
®) 212,335 — — — — —
223,308 — — — — —
2013
18,647 1,498 1,296 149 803 426
390,370 9,799 5,578 2,356 654 27
10,642 6,466 11,977 6,087 8,709 4,414
54 99 541 980 1,532 240
488 2,244 6,356 6,189 18,029 6,240
7,005 4 9 4 — 1
427,206 20,110 25,757 15,765 29,727 11,348
1,2) 15,912 — — — — —
®) 212,353 — — — — —
228,265 — — — — —
2012
26,107 1,075 5,489 383 1,022 395
382,714 26,838 11,494 2,148 1,208 64
13,194 10,539 20,833 12,019 18,833 4,282
176 498 1,096 785 848 360
448 2,601 6,268 4,546 16,195 4,919
7,500 4 8 1 — 1
430,139 41,555 45,188 19,882 38,106 10,021
1.2 12,373 — — — — —
®) 212,149 — — — — _
224,522 — — — — —
@
%) 721 2013 797 2012 2,901
(©)]
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0-3 3-12 1-3 3-5 5-10 10-20
2014
98,112 6,505 6,365 5,326 2,184 8,884
101,176 8,447 4,054 3,026 4,795 4,400
1,804 5,229 9,525 5,218 8,414 1,467
20 204 477 318 539 582
950 2,363 3,715 9,460 11,834 5,347
4,241 — — — — —
206,373 22,748 24,136 23,348 27,766 20,680
.2 7,678 — — — — _
®) 126,759 — — — — —
134,437 — — — — —
2013
106,951 7,727 8,897 5,105 2,375 14,900
117,799 6,214 8,407 4,315 7,585 6,951
4,349 6,339 11,687 5,774 8,243 3,892
10 45 304 581 860 144
431 2,152 5,866 5,963 16,745 5,738
3,377 — — — — —
232,917 22,477 35,161 21,738 35,808 31,625
.2 12,045 — — — — _
®) 130,207 — — — — —
142,252 — — — — —
2012
122,785 7,501 11,689 4,307 542 146
171,495 8,984 3,114 1,212 3,155 1,050
5,038 10,496 20,827 12,018 18,831 4,276
64 217 515 397 422 199
433 2,513 5,714 4,400 15,307 4,473
3,982 — — — — —
303,797 29,711 41,859 22,334 38,257 10,144
1,2 8,436 — — — — —
®) 135,542 — — — — —
143,978 — — — — —
€y
@ 721 2013 797 2012 2,901
(©))
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20 20
20
4,775 2013 4,240
2012 ) 4,756 2013 3,979
2012 5,934
13
2014 2013 2012
16,751 6,305 1,989 25,045 20,807 18,554
(100) (158) (295) (553) ©) 764
(620) 1) (16) (657) 114 175)
— — — — 33 415
— — — — — ()
(3,979) (1,274) — (5.253) (4,224) (3,887)
68 133 — 201 249 332
— (811) 172 (687) (1,326) 8,158 5,016
— 36 142 16 194 307 265
(138) (109) — 47) (390) (476)
12 31 @ 11,207 5,190 1,007 17,404 25,045 20,807
@ 40 2013 62 2012 114
2014 2013 2012
4,736 1,001 499 6,236 5,626 4,623
an — — an — 742
(110) 45 — (65) 23 152
— — — — 33 415
(2,359) (249) — (2,608) (1,943) (1,928)
27 14 — 1 51 105
120 24 (180) (36) 2,558 1,645
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(60) @n — (€D) (112) (128)
12 31 () 2,337 808 319 3,464 6,236 5,626
(6 40 2013 62 2012 108
2014 2013 2012
(1,316) 8,173 5,005
(10) (15) 1
(1,326) 8,158 5,016
(11) (1) (101)
— — 30
@11 (21) 71)
(1,337) 8,137 4,945
2014 2013 2012
404 570 660
141 562 764
545 1,132 1,424
146 196 255
101 194 221
247 390 476
2014 2013 2012
w 42 40 2 69 62 7 134 114 20
@ 25,040 16,357 8,683 36,836 22,994 13,842 37,754 18,772 18,982
25,082 16,397 8,685 36,905 23,056 13,849 37,888 18,886 19,002
2014 2013 2012
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143 144 222
22 30 31
7 528 902
172 702 1,155
2014 2013 2012
) 42 40 2 69 62 7 127 108 19
®) 6,135 3,105 3,030 11,397 5,675 5,722 12,320 5,007 7,313
6,177 3,145 3,032 11,466 5,737 5,729 12,447 5,115 7,332
2014 2013 2012
142 144 222
9 8 9
7 528 902
158 680 1,133
@
@ 16,590 2013 26,681 2012 26,292
®) 4,963 2013 9,737 2012 10,235
2014 2013 2012
— 18 67
3 13 46
40 44 49
— 2 1
43 77 163
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2014 2013 2012
13 13 15
-29 30-59 60-89 90 -29 30-59 60-89 90
2014 3,049 785 586 1,640 6,060 943 195 125 670 1,933
2013 4,765 1,260 822 2,221 9,068 563 260 142 937 1,902
2012 5,599 1,117 1,177 2,637 10,530 665 120 532 962 2,279
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14
LIBOR EURIBOR
LIBOR
2014 12 31
80 2013 74 2012 60 49
2013 49 2012 48 14
2013 10 2012 2013 2012
2014 12 31
17
2013 17 2012 16 14 2013 12
2012 25 2013 29 2012
34 24 2013 29 2012 31
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oOoOooodn
2014 2013 2012
2,013 32,912 33,361 2,040 24,392 24,087 2,243 23,083 22,700
860 22,297 26,776 949 18,514 22,656 1,051 21,785 29,993
896 23,456 — 791 18,826 — 682 17,558 —
881 — 23,451 766 — 18,721 684 — 17,487
20,164 220,328 212,195 27,501 181,043 172,998 25,465 303,697 287,515
1,471 49,248 — 1,568 37,437 — 1,934 61,794 —
1,552 — 47,909 1,514 — 35,436 1,884 — 58,336
4,133 886 739 5,025 712 669 4,191 748 653
125 2,248 2,612 253 5,359 5,422 552 10,995 10,363
79 3,207 3,740 81 3,120 6,144 116 5,441 9,038
354,582 350,783 289,403 286,133 445,101 436,085
2014 2013 2012
30 179 53 153 7 511
2,708 1,826 3,360 2,433 7,193 5,069
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ooooooo
2014 2013 2021
1,870 1,961 1,917 1,495 3,398 2,554
3,240 1,291 2,390 1,602 4,814 1,074
57 1 28 21 1 14
2014 2013 2012
/C ) 644 134 (141)
4 (682) (164) 188
(38) (30) 47
(33) (64) 24
(1) 94) 71
2012
0-1 1-5 5-10 10-20 20
2014
278 844 227 — — 1,349
(49) (100) (61) 92) 12) (314)
303 826 218 — — 1,347
(52) 7) (62) 92) 12) (315)
2013
303 877 271 — — 1,451
(33) (69) (64) (101) (19) (286)
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ooooogd
302 859 261 — — 1,422
32) (69) (64) (101) (19) (285)
2012
282 794 186 — — 1,262
32) (56) (58) (103) (29) 278)
274 775 176 — — 1,225
(31) (54) (59) (103) 29) 276)
2014 2013 2012
2,064 34,189 34,670 2,056 24,454 24,692 2,248 23,125 22,737
868 22,616 26,725 960 19,110 22,654 1,067 22,733 29,990
897 23,474 — 792 18,844 — 683 17,571 —
882 — 23,469 767 — 18,740 684 — 17,500
20,260 223,893 214,793 27,238 183,892 174,682 25,512 307,523 290,431
1,450 49,281 — 1,564 37,398 — 1,918 61,659 —
1,530 — 47,930 1,516 — 35,476 1,888 — 58,385
4,124 881 739 4,869 648 612 4,156 721 644
125 2,262 2,612 254 5,402 5,416 552 11,062 10,363
80 3,229 3,809 81 3,132 6,235 116 5,444 9,102
359,825 354,747 292,880 288,507 449,838 439,152
2013 2012
/ 179 53 153 7 511
/ 2,708 1,826 3,359 2,433 7,186 5,069
/ 6,530 4,580 5,555 3,089 7,760 3,741
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2014 2013 2012
26 — 23 8 1 5
1,797 1,337 1,818 864 2,945 1,189
2,004 744 1,767 880 3,678 554
2 1 5 1 — 1
0-1 1-5 5-10 10-20
2014
155 448 97 — — 700
(26) (49) (41) 67 (O] (187)
172 436 93 — — 701
(26) (48) (42) ©67) (O] (187)
2013
199 546 129 — — 874
11 (€Y (39) 1) (©) (161)
198 531 123 — — 852
(10) (32) (39) (71) (©)) (161)
2012
226 623 148 — — 997
(1) (34) (39) (72) (15) (181)
219 606 141 — — 966
(20) (33) (40) (72) (15) (180)
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oooooog
15
ABS(L)
2014
6,218 7,709 24,448 1,301 7,383 1,979 49,128 3,559
— — — — 1 — 1 —
4,747 5,230 9,472 3,276 4,769 46 27,540 3,488
— — — 179 2,751 138 3,068 2,714
4,537 — — — — — 4,537 —
15,502 12,939 33,920 4,846 14,904 2,163 84,274 9,761
451 144 300 8 142 6 1,051 128
@ ®) @ — (56) @ (65) (56)
2013
6,764 10,945 22,557 1,608 12,407 1,977 56,258 10,674
— — — — 14 — 14 14
6,436 11,456 6,824 2,531 13,290 145 40,682 16,976
10 1 — 169 3,426 136 3,742 3,423
13,210 22,402 29,381 4,308 29,137 2,258 100,696 31,087
201 272 106 2 333 9 923 361
(69) (86) (25) @ (196) @ (378) (252)
2012
7,692 17,303 26,344 2,036 21,722 1,933 77,030 18,619
— — — 86 610 1 697 516
7,950 17,514 10,083 2,933 15,967 114 54,561 18,953
5 — — 327 3,683 282 4,297 3,663
15,647 34,817 36,427 5,382 41,982 2,330 136,585 41,751
944 861 579 17 582 8 2,991 647
— ') — @ (122) — (124) (124)
(€))
314 2013 1,044 2012
1,696 20 2013 48 2012 30
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20 2013 2012

2013 2012
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Ooooood
ABS(1)
2014
6,218 1,283 24,373 1,316 4,447 1,573 39,210 1,390
4,627 5,070 7,214 2,523 5,271 20 24,725 3,348
— — — 179 18,805 138 19,122 18,762
4,537 — — — — — 4,537 —
15,382 6,353 31,587 4,018 28,523 1,731 87,594 23,500
450 144 298 5 141 — 1,038 126
@ ®) — — (56) — (62) (56)
2013
6,764 1,234 20,269 1,356 3,745 1,044 34,412 2,150
_ — — — 456 — 456 456
6,436 6,718 6,452 2,139 6,396 110 28,251 4,725
6 — — 169 28,897 136 29,208 28,893
13,206 7,952 26,721 3,664 39,494 1,290 92,327 36,224
201 240 105 2 224 — 772 220
(69) 29) 25) @ 112) — (236) 112)
2012
7,692 4,174 23,458 1,615 4,974 986 42,899 2,446
— — — 86 1,156 — 1,242 1,062
7,950 13,989 9,477 2,829 8,725 89 43,059 7,555
— — — 327 34,638 282 35,247 34,618
15,642 18,163 32,935 4,857 49,493 1,357 122,447 45,681
944 775 577 17 326 6 2,645 307
— — — @ 122) — (123) (123)
(€))
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Oooooood
16
2014 2013 2012
4,699 25 4,724 6,904 79 6,983 12,255 56 12,311
10 230 240 141 172 313 243 241 484
15 224 239 195 787 982 182 895 1,077
4,724 479 5,203 7,240 1,038 8,278 12,680 1,192 13,872
5 86 91 73 96 169 56 86 142
*) (®) (12) ©) (10) (19) (53) 13) (66)
172 2013 51 2012
89 63 2013 12 2012
2012 49
20 2013 62 2012 212
22 2013 21 2012 22
2013 2012
2013 2012
2014 2013 2012
4,697 17 4,714 6,901 48 6,949 12,230 48 12,278
— 40 40 84 23 107 214 60 274
4 122 126 142 103 245 140 74 214
4,701 179 4,880 7,127 174 7,301 12,584 182 12,766
2 36 38 36 28 64 30 21 51
— — — (©) €Y @ D @ (52)
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ooOooooo
17
2014 2013 2012
42,328 40,262 32,164
115 (94) (103)
2,668 2,300 8,287
— — (123)
(904) (54 (83)
/ (4,350) (86) 120
12 31 39,857 42,328 40,262
CFG
CFG
70.5
12 31
@
@
2,3
RBS @
@.4)
(€))
@
(©) 440 Strand, London WC2R 0QS
®
2006 410
18
2014
17,728 433 4,477 22,638
— — 4 4
(8,055) (394) (730) (9,179)
408 27 9 444
— 10 618 628
(20) — (1,460) (1,480)
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oooooog

12 31 10,061 76 2,918 13,055

7,598 316 2,372 10,286

— — 4 4

(4,098) (284) (248) (4,630)

196 19 1) 204

(20) — (1,449) (1,469)

_ — 262 262

— 21 79 100

130 2 391 523

— — 10 10

12 31 3,806 74 1,410 5,290

12 31 6,255 2 1,508 7,765
2013

17,910 412 4,792 23,114

— — 70 70

(164) ) 14) (185)

— 29 935 964

(18) @ (1,306) (1,325)

12 31 17,728 433 4,477 22,638

7,487 302 2,922 10,711

— — 54 54

(80) (20) (16) (116)

an @ (1,200) (1,218)

— 29 334 363

— 6 63 69

208 — 215 423

12 31 7,598 316 2,372 10,286

12 31 10,130 117 2,105 12,352
2012

18,224 785 4,900 23,909

5 @ 242 240
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Ogoooood

80 — — 80

(294) (25) 1) (340)

— 39 797 836

(105) (380) (1,126) (1,611)

12 31 17,910 412 4,792 23,114

7,562 658 3,324 11,544

— (©) 215 210

80 — — 80

(119) 20) (10) (149)

(72) (380) (1,123) (1,575)

— 1 460 461

— 40 49 89

36 8 7 51

12 31 7,487 302 2,922 10,711

12 31 10,423 110 1,870 12,403
2014

113 1,059 1,172

@ (19) (20)

— 127) 127)

— 494 494

12) (115) 27

12 31 100 1,292 1,392

28 17 45

@ 24 (25)

12) (70) (82)

— 145 145

— 392 392

12 31 15 460 475

12 31 85 832 917
2013

131 1,652 1,783

1 2 3
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oooooog
— (80) (80)
— 779 779
(19) (1,294) (1,313)
12 31 113 1,059 1,172
30 720 750
1 5 6
— 22 22
19) (1,193) (1,212)
— 252 252
16 211 227
12 31 28 17 45
12 31 85 1,042 1,127
2012
126 1,988 2,114
5 160 165
— 627 627
— (1,123) (1,123)
12 31 131 1,652 1,783
12 1,226 1,238
— 229 229
— (1,123) (1,123)
— 385 385
18 3 21
12 31 30 720 750
12 31 101 932 1,033
ol
30
CGU CGU
CGU CGU
ol
2014 30 ol

GDP
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2013 2012
RBS

2014
21

2014

37
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2014

28

2013 2012
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oooooog
2014
3.3 4.5 11.5 17.6 (3.6) 2.5) 1.6)
2.1 4.5 11.7 3.0 1.9 0.9) 1.0)
0.8 4.5 11.4 0.7 (0.5) 0.3) 0.2)
3.8 5.0 14.4 0.3 .1 ©.7) ©.7)
2013
2.8 4.4 10.4 20.4 .2 (3.3) a.n
2.8 4.4 10.5 7.3 3.3) Q.1 1.6)
0.8 4.4 12.0 0.7 0.4) 0.3) 0.2)
3.8 4.8 12.8 4.1 1.5) 0.8) (0.8)
2012
2.8 4.7 13.5 13.8 .5) Q.4 1.3)
2.8 4.7 13.5 6.3 @.3) 1.8) .4
0.8 4.7 14.8 1.9 (0.5) ©.4) 0.3)
0.2 4.7 12.2 0.3 @.1) a.2) (0.6)
3.8 5.3 16.9 2.0 .2 0.8) ©.7)
2014 401
2013 215 2012
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Ogoooood
19
2014
2,633 2,942 240 1,709 4,192 1,899 13,615
— (131) — (275) (1,034) (210) (1,650)
— — — 2 6 — 8
@7s) 17 [©) 10 52 23 (76)
— ®) _ — 8 _ _
117 52 2 59 314 230 774
13 — — — — — 13
(25) — — — — — (25)
(630) (48) (26) (185) (602) (391) (1,882)
12 31 1,933 2,824 213 1,320 2,936 1,551 10,777
— 942 137 961 2,939 770 5,749
— (41) — (205) (800) (55) (1,101)
— — — 1 5 — 6
— 2 ?) 7 42 7 55
— 4 — 2 4 — 10
— (20) (22) (95) (437) (234) (808)
— 95 9 95 300 165 664
— 4 — 19 a7 9 79
12 31 — 986 121 785 2,100 662 4,654
12 31 1,933 1,838 92 535 836 889 6,123
2013
3,111 2,952 240 1,670 4,341 3,324 15,638
— (30) — (12) (22) — (64)
3 8 — 14 41 — 66
31 ) 3 (©) (49) — (33)
— 6 @ 4 ®) — —
95 49 9 100 382 60 695
13 — — — — — 13
(281) — — — — — (281)
(339) (34) (10) (58) (493) (1,485) (2,419)
12 31 2,633 2,942 240 1,709 4,192 1,899 13,615
— 830 127 879 2,975 1,123 5,934
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oooooog
— ®) — ©) (16) — G
— 3 — 10 25 — 38
— 2 3 ® @2 ® (28)
— 15 3 — — — 18
— 12) (6) (46) (399) (559) (1,022)
— 104 10 111 316 205 746
_ 6 — 22 60 6 94
12 31 — 942 137 961 2,939 770 5,749
12 31 2,633 2,000 103 748 1,253 1,129 7,866
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ooooooo
2012
4,413 2,690 192 1,708 4,114 3,892 17,009
— 107 12 93 M — 253
48 12 35 39 58 — 192
(49) 29) &) 1) 57) (54) (212)
24 22) @ (6) 8 — —
238 226 8 111 453 402 1,438
10 — — — — — 10
(148) — — — — — (148)
(1,425) (32) @ (254) (276) (916) (2,904)
12 31 3,111 2,952 240 1,670 4,34 3,324 15,638
— 697 93 775 2,779 1,187 5,531
— 43 6 66 26 — 141
— 1 16 15 85 — 117
— ® — 1an (50) @D (86)
— 9 1 — — — 10
— 12) — (96) (263) (462) (833)
— 88 10 108 339 409 954
— 6 — 23 73 8 110
12 31 — 828 126 880 2,989 1,121 5,944
12 31 3,111 2,124 114 790 1,352 2,203 9,694
78 2013 46
22 2013 54
932
235 2013 271 2012 186
217 2013 244 2012 267
81 2013 91 2012 125
2013 42 2012 35
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Ooooood

2014

1,303 96 723 2,664 4,786

_ _ 2 2 4

(€)) (€Y) @ ® ©)

15 — 29 210 254

®) 19) (125) (389) (536)

12 31 1,314 76 628 2,483 4,501

361 58 335 1,748 2,502

—_ — 1 2 3

@ — @ ®) ©

@ (19) 45) 72) (337)

50 5 46 265 366

12 31 409 44 335 1,737 2,525

12 31 905 32 293 746 1,976
2013

1,297 o1 687 2,712 4,787

_ — 8 13 21

1 2 ©)] (©) (©)

(©) — 5 @ —

10 3 55 258 326

@ — 29) (314) (345)

12 31 1,303 96 723 2,664 4,786

303 49 296 1,709 2,357

— — 4 8 12

6 4 @ @ 8

2 — — — 2

0 — (20) @37) (259)

52 5 56 269 382

12 31 361 58 335 1,748 2,502

12 31 942 38 388 916 2,284
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Ooooood
2012
1,018 48 708 2,409 4,183
80 9 90 40 219
7 35 35 52 129
(€)) — @ — (©)
2 ® 0 4 —
195 3 53 329 580
) — (195) 122) (321)
12 31 1,297 o1 687 2,712 4,787
232 24 232 1,451 1,939
33 4 63 23 123
— 16 13 81 110
_ — — (€©) (©)]
0 — 64) (124) (190)
40 5 52 281 378
12 31 303 49 296 1,709 2,357
12 31 994 42 391 1,003 2,430
20
2014 2013 2012 2014 2013 2012
621 608 862 516 366 2,003
429 475 463 181 254 242
304 189 171 52 71 41
( ) 295 214 144 159 119 99
292 223 317 62 67 185
2,472 4,195 4,147 1,233 2,369 1,773
4,413 5,904 6,104 2,203 3,246 4,433
21
2016 12 31
EC RBS 2014
29.5 RBS 2015
2014 12 31
3,994
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ooooooo
@
2014 2013 2012
2,204 2,252 2,447
(191) (288) (401)
2,013 1,964 2,046
1,043 1,056 1,180
3,056 3,020 3,226
(2,123) (2,102) (2,182)
933 918 1,044
(197) (312) (269)
736 606 775
(228) (196) (285)
508 410 490
(3,994) — —
(3,486) 410 490
V)
2014 2013 2012
3,997 258 (1,571)
(4,194) (1,217) 2,186
596 © (52)
129 ®) (108)
©
2014 2013 2012
622 — 622 — —
1,728 17 1,745 15 20
59,606 — 59,606 689 263
15,865 — 15,865 — 5
402 — 402 1 3
555 — 555 — —
503 46 549 32 —
1,686 3 1,689 53 13
80,967 66 81,033 790 304
6,794 — 6,794 — —
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oOoOooodn
61,256 — 61,256 3,190 18
1,625 — 1,625 — —
144 — 144 1 3
226 — 226 — —
1,223 16 1,239 19 114
71,268 16 71,284 3,210 135
2014 12 31
2013 12 31
@
2014
0.6 0.6 0.6
1.7 1.7 1.7
0.2 0.2 0.2
56.7
2.7
59.4 59.4 — 59.4
15.3 15.3 15.3
0.6 0.6 0.6
0.4 0.4 0.4
1.7 1.7 1.7
0.1 0.1 0.1
5.0 5.0 5.0
28.9 28.9 28.9
32.4 32.4 32.4
1.6 1.6 1.6
0.1 0.1 0.1
0 0. 0.2
14 180 16 181 182 11 211
22
2014 2013 2012 2014 2013 2012
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o

0000000
20,856 24,661 23,529 15,193 15,838 11,984
1,960 3,087 3,411 1,186 1,807 1,489
212 256 601 211 253 601
23,028 28,004 27,541 16,590 17,898 14,074
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Ooooood
23
2014 2013 2012 2014 2013 2012
1,803 1,759 1,684 1,129 1,124 1,106
714 510 323 540 492 526
2,649 2,860 3,276 1,666 1,803 2,019
448 515 718 290 326 505
4,762 5,420 3,061 1,570 1,721 1,895
@ 1,886 3,689 2,965 427 1,735 1,304
12,262 14,753 12,027 5,622 7,201 7,355
@ 28 2013 25 2012 24
FX
@ @ (3) LIBOR(4) ®) ®) ®) ©)
2014 926 1,077 336 416 — 150 1,963 552 5,420
— — 52 — — — — 10 62
— - — — — @ - 7
— — ©) ® 2 4 119 @ 113
650 208 435 — 720 100 112 428 2,653
— — — — — — 4 — 4
— 23) 18) — — — (33) (75) (149)
— — — — — — (30) — (30)
@77y (838)  (175)  (414)  (402) (71)  (359)  (218)  (3.254)
2014 12 31 799 424 568 — 320 183 1,772 696 4,762
FX
@ @ (3) LIBOR(4) ®) ®) ® ©)
2014 369 395 58 416 — 61 40 382 1,721
— — ) ® 2 ) 21 10) 2
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ooOoooOoo
210 23 89 — 720 9 17 392 1,547
— — ®) (30) — — (10) (49 (€D))
(267) (264) (33) (384) (402) (56) (33) (167) (1,606)
2014 12 31 312 154 104 — 320 97 35 548 1,570
(1) PPI 2014 PPI 650 2013
900 2012 1,110 37 29
79 2014 12 31 37 34
PPI
PPI
FSA
FSA
49 52 +/-5 +/-56
() 90 89 +/-5 +/-25
1,700 1,660 +/-5 +/-26
() PPI
2016
PPI 31
@ 1,435
2014
185 2013 550 2012 700
IRHP 14 11
31
®3) 190 150
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ooooooo
(4) 2013 LIBOR FSA
381 2013 12 LIBOR EURIBOR
260 131 31
®)
2014 820
2013 124 2012 75 2012
31
6)
2013 2,050
31
)
24
2014 2013 2012 2014 2013 2012
236 189 789 — — —
(1,510) (3,435) (3,066) (733) (2,298) (2,878)
(1,274) (3,246) 2,277) (733) (2,298) (2,878)
IFRS
2013 (823) 1,783  (1,117) 56 (148) 2) 136 186 575 @13) (2,879) ayn (2,2
— 1) — — — — — 1 - — — — 20)
C )
54 (529)  (442)  (13) 61 10 ® 6 2 1 1,034 (160) 20
— 48 33 — — — (23) 39 51 — — 57 205
/(
245 — ®) — — — @127 — (632) @  (348) — (866)
) (20) 26 — — — 3 o 3 — (303) @ (308)
2014 (527) 1,261 (1,503) 43 87 12) @15) 225 @ (13) (2,49)  (121) (3,246)
28 (579) 423 — — — 52 276) 48 — — 28 276)
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Ogoooood
/
C )
(186) 904 (O) 45 (40) 16 — (55) 14 1,019 1,833
(38) — — — (@) 51 6 — — 82
C )
— — — — 1 — 282 A3) 12) 349
@7 — — — (O] — — — 10 (16)
2014 12 31 (241) 39 42) (52) 48 — 280 B0) (1,479 (1,274)
IFRS
2013 A3) (394) (304) 31 (64) 537 (26) (2,654) (2,878)
/(
) 20 (96) 111 ®) 27 3 1 1,608 1,666
(6) _ — — — (440) — (348) (794)
_ _ 7 — — — — (299) (292)
2014 11 (490) (186) 23 @7 100 (25) (1,693) (2,298)
/(
) 2 (89) (©) (€)) 19 7 (€D) 1,216 1,144
/
(16) — — — — 101 A3) 12) 70
— 350 — — — — — — 350
— — — — — — — — 1
2014 12 31 A3) (229) (195) 22 (18) 208 (29) (489) (733)
2014 2013 2012
- 489 1,693 2,654
- 768 718 66
1,257 2,411 2,720
- 222 74 72
- — 11 87
222 85 159
1,479 2,496 2,879
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DTA

2009

2013

2014

7,627

19,145
1,295
2,735

214

2015

768

2,445

1,776

2012

EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

50
DTA
2014
RBS N.V.
2011 2012
RCR
701
150
850
489
2014 12 31
2018
2013 12 31 8,599
2013 592 2012 575
2021
10,230 3,778
186
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oOoOooodn
2014
2015
RBS N.V.
2007
2013 2012
2013
2014
2013
CIB
2014
2019
2009
60
3,838
2013 11,575 2012
222
2008 2013
2014
18,760 2013
2013 2,723 2012
15
2013 186 2012
2009
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25
2014 2013 2012 2014 2013 2012
19,459 20,566 21,442 17,639 19,132 20,383
8,170 9,422 9,118 7,312 8,576 8,267
2,840 3,146 3,201 2,529 2,858 2,985
30,469 33,134 33,851 27,480 30,566 31,635
2015 2016 2017 2019 2020 2024
2014
715 — 4,999 381 — 4,668 10,763
530 — 400 5,326 1,222 4,703 12,181
791 — 2,502 2,416 — 195 5,904
525 — 19 796 — 281 1,621
2,561 — 7,920 8,919 1,222 9,847 30,469
2014 2015 2016 2017 2019 2020 2024
2,559 5,699 57 1,712 495 45 196 10,763
1,841 1,766 — 3,019 4,049 1,506 — 12,181
— 955 834 3,728 338 — 49 5,904
8 526 273 814 — — — 1,621
4,408 8,946 1,164 9,273 4,882 1,551 245 30,469
2014 2015 2016 2018 2019 2023
2013
60 608 60 5,365 —_ 4,825 10,918
729 621 1,064 4,442 210 5,848 12,914
194 657 2,953 1,717 — 1,539 7,060
395 617 119 813 —_ 298 2,242
1,378 2,503 4,196 12,337 210 12,510 33,134
2013 2014 2015 2016 2018 2019 2023
1 5,119 695 1,791 518 43 2,751 10,918
2,401 2,518 426 2,856 3,235 1,387 91 12,914
1,041 915 657 4,068 329 — 50 7,060
761 794 292 395 — — — 2,242
4,204 9,346 2,070 9,110 4,082 1,430 2,892 33,134
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2013 2014 2015 2017 2018 2022
2012 -
244 — 629 5,471 — 4,587 10,931
625 664 1,497 3,254 — 5,898 11,938
1,474 —_ 1,713 3,607 219 1,507 8,520
42 425 751 909 — 335 2,462
2,385 1,089 4,590 13,241 219 12,327 33,851
2012 2013 2014 2015 2017 2018 2022
— 464 5,060 826 2,221 135 2,225 10,931
1,469 3,300 664 3,128 1,939 1,345 93 11,938
— 2,914 289 2,833 2,220 219 45 8,520
9 715 — 1,174 564 — — 2,462
1,478 7,393 6,013 7,961 6,944 1,699 2,363 33,851
2015 2016 2017 2019 2020 2024
2014 -
292 — 4,999 — — 4,415 9,706
526 — 400 4,454 1,008 4,084 10,472
790 — 2,502 2,416 — — 5,708
525 — — 796 — 273 1,594
2,133 — 7,901 7,666 1,008 8,772 27,480
2014 2015 2016 2017 2019 2020 2024
2,559 5,277 57 1,712 26 45 30 9,706
1,841 1,143 — 3,019 3,177 1,292 — 10,472
— 808 834 3,728 338 — — 5,708
— 525 273 796 — — — 1,594
4,400 7,753 1,164 9,255 3,541 1,337 30 27,480
2014 2015 2016 2018 2019 2023
2013 -
37 275 — 5,000 — 4,473 9,785
720 621 1,064 4,027 — 5,284 11,716
194 657 2,953 1,717 — 1,331 6,852
395 617 99 813 — 289 2,213
1,346 2,170 4,116 11,557 — 11,377 30,566
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2013 2014 2015 2016 2018 2019 2023
1 5,095 275 1,731 65 43 2,576 9,786
2,402 1,938 426 2,855 2,826 1,177 91 11,715
1,041 757 657 4,068 329 — — 6,852
752 794 292 375 — — — 2,213
4,196 8,584 1,650 9,029 3,220 1,220 2,667 30,566

2013 2014 2015 2017 2018 2022

2012 -

217 — 276 5,007 — 4,078 9,578
620 664 1,497 3,040 — 5,462 11,283
1,474 — 1,713 3,607 219 1,308 8,321
42 425 751 909 — 326 2,453
2,353 1,089 4,237 12,563 219 11,174 31,635

2012 2013 2014 2015 2017 2018 2022
— 217 5,060 386 1,725 135 2,055 9,578
1,469 2,859 664 3,127 1,726 1,345 93 11,283
— 2,760 289 2,833 2,220 219 — 8,321
— 715 — 1,174 564 — — 2,453
1,469 6,551 6,013 7,520 6,235 1,699 2,148 31,635

2014 2013 2012
1,000 3.625 2024 Tier 833 — —
389 6.1 2023 Tier — 256 —
2,000 2023 Tier — 1,210 —
883 13.125 2022 Tier — — 590
420 10.5 2022 Tier — — 268
124 9.375 2022 Tier — — 86
564 10.5 2022 Tier — — 469
2,132 9.5 2022 Tier — — 1,346
1

333 4.153 2024 Tier 195 — —
333 4.023 2024 Tier 201 — —
334 4.082 2025 Tier 209 — —
333 4.771 2023 Tier — 206 —
334 4.691 2024 Tier — 204 —
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350 4.150 2022 — — 214
101 2018 Tier — 20 —
1,438 1,896 2,973

750 2014 Tier 463 — —
250 2014 Tier 154 — —
397 Tier 217 — —
265 Tier 145 — —
217 Tier 94 — —
322 Tier 177 — —
229 Tier 144 — —
686 Tier 431 — —
227 Tier 179 — —
34 Tier 23 — —
56 Tier 56 — —
176 Tier 138 — —
170 Tier 133 — —
Tier 1 — —

32 2017 Tier 17 — —
53.7 2017 Tier 29 — —
79.75 2017 Tier 65 — —
211.9 2017 Tier 129 — —
1,250 Tier 1,002 — —
850 M 0.01 Tier 524 — —
1,000 Tier — 808 —
50 Tier — 31 —
500 Tier — 415 —
150 10.5 Tier — 150 —
750 2013 Tier — 449 —
193 2014 Tier — — 129
145 Tier — — 97
483 4.25 Tier — — 308
428 Tier — — 270
271 Tier — — 171

(1) 2014 12 31
2014 2013 2012

814 Tier — — 514
273 4.5 Tier — — 227
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166 Tier — — 114
398 Tier — — 331
400 6.5 Tier — — 267
360 Tier — — 241
1,050 Tier — — 663
60 2018 Tier 60 — —
400 6.375 — — 258
4,181 1,853 3,590
RBS 2012
2006
26
2014 2013 2012
6,609 6,609 6,609
- 2014 2013 2012
6,609 6,609 6,609
0.01 58 59 59
0.01 1 1 1
2013 RBS N.V. RBS
209
2012 RBS N.V. EMEA RBS Il B.V.
706
2014 2013 2012
2014 M850,000 0.01
2014 12 31 RBS N.V.
GAAP
1985
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2012 2,870
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Ooooood
27
2014
3,028 27) (20) 2,781 175
4,916 (445) (85) 4,386 297
2,998 (1,239) €)) 1,722 86
10,942 (1,911) (142) 8,889 558
2013
3,452 (300) 44) 3,108 186
5,991 (534) (251) 5,206 341
4,244 (1,481) (428) 2,335 141
13,687 (2.315) (723) 10,649 668
2012
3,605 (330) (40) 3,235 293
5,963 (600) 197) 5,166 512
4,984 (1,709) (315) 2,960 291
14,552 (2,639) (552) 11,361 1,096
2014 2013 2012
570 822 1,501
49 64 435
270 243 267
889 1,129 2,203
_ (85) 9%) (110)
_ 249 389 392
104 197 278
— 124

2013 134 2012 133
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2014
24 122 92 99 337
10 4 6 — 20
24 26 38 6 94
20 24 59 37 140
—_ 1 2 — 3
78 177 197 142 594

2013
197 34 217 134 582
18 8 7 — 33
24 25 32 1 82
41 53 198 429 721
— 1 1 — 2
280 121 455 564 1,420

2012
284 182 207 333 1,006
317 44 49 1 411
30 19 39 3 91
38 47 148 318 551
1 — 1 — 2
670 292 444 655 2,061

28
SE
SE
SE
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programme-wide
SE
2014 2013 2012
@ @ €))

- 11,992 3,543 9,877 13,420 14,434 4,876 10,978 15,854 16,448 6,462 11,963 18,425
o 8,593 1,697 7,846 9,543 9,300 1,890 8,751 10,641 10,587 3,217 7,634 10,851
2,717 — 1,567 1,567 3,261 500 1,625 2,125 3,019 1,243 1,736 2,979
— — — — 3,382 — 3,677 3,677 4,658 — 4,283 4,283
@ 4,995 4 5,245 5,249 11,848 71 12,078 12,149 17,215 352 18,064 18,416
28,297 5,244 24,535 29,779 42,225 7,337 37,109 44,446 51,927 11,274 43,680 54,954

4,616 6,245 5,366

32,913 48,470 57,293

)
&)
ABCP SE
2014 12 31 2013 16 2012
2014 12 31 2013 12 31 2012 12 31
2014 12 31 13,401 7,114 2013
16,177 9,041 2012 15,990 10,139
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Ooooood
2014
_ 449 22 471
167 3,682 3 3,852
— — 310 310
— 1,670 10 1,680
@ (849) 28) (878)
166 4,952 317 5,435
203 5,347 — 5,550
476 5,048 131 5,655
679 10,395 131 11,205
/ — 2,760 — 2,760
— 71 — 71
845 18,178 448 19,471
2013
8 140 138 286
358 9,476 4 9,838
— 1 588 589
263 1,163 277 1,703
(113) (329) (230) (672)
516 10,451 777 11,744
— 3,967 30 3,997
481 15,130 9 15,620
481 19,097 39 19,617
/ 4 2,830 33 2,867
— 83 9 92
1,001 32,461 858 34,320
(€)) /
@ /
(3) 2014 2014 12 31

1,756 2013 2,119
172 2013 192
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(4) 2013
29
IAS 39 a
b
2014 2013 2012 2014 2013 2012
22,923 51,970 87,159 14,332 30,546 55,320
2,557 5,118 6,772 2,557 5,118 6,772
IAS 39
2014 (1) 2013 2012
8,996 10,832 11,859
938 1,185 1,128
— 928 1,238
) 3,122 6,405 9,226
13,056 19,350 23,451
@ 12,823 2013 18,949 2012 22,273
@
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2014 2013 2012 2014 2013 2012
11,723 9,672 11,553 10,845 9,050 11,545
22,166 23,328 24,814 21,766 17,883 23,040
9,493 8,034 16,371 9,351 5,229 12,365
43,382 41,034 52,738 41,962 32,162 46,950
461 3,254 9,409 — 581 7,433
130 2,766 3,000 — — —
38,876 40,744 56,738 38,463 40,195 56,089
39,467 46,764 69,147 38,463 40,776 63,522
30
PRA
PRA
2.5
2014 2013 2012
46,786 48,786 59,288
(1,421) (1,421) (1,421)
45,365 47,365 57,867
— 79 137
1,300 1,519 1,563
(238) 362 913
AFS — (359) (1,750)
(1,026) 86 (1,815)
(1,222) — —
(359) — —
(7.,765) (12,352) (12,403)
(1,535) (54) (1,954)
50 — (722) (1,001)
(841) 50 10
(11,686) (11,470) (16,437)
CET 33,679 35,974 41,567
— 2,745 2,759
Tier — 3,502 3,551
3,503 — —
202 — —
3,705 6,247 6,310
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Tier
50 — (409) (239)
— 16 634
— (393) 395
Tier 37,384 41,828 48,272

Tier
_ 4,716 4,814
— 18,371 18,121
20,427 — —
944 — —
AFS — 111 40
— 375 379
21,371 23,573 23,354

Tier
50 — (722) (1,001)
— (70) (2,588)
50 — (409) (239)
— (1,201) (3,828)
Tier 21,371 22,372 19,526
— (36) @GN
— 217) (193)
— (253) (230)
58,755 63,947 67,568

RBS
RBS PRA PRA
Risk Asset Ratio RAR
RAR Tier
PRA
RBS RBS
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31
2014 12 31
2014 2013 2012 2014 2013 2012
11,694 16,709 15,413 8,399 12,842 11,412
9,221 5,584 9,760 7,755 3,731 7,959
20,915 22,293 25,173 16,154 16,573 19,371
74,558 77,212 82,753 21,632 22,920 28,488
137,777 135,141 129,396 105,127 107,287 107,054
1,617 2,442 1,589 1,434 2,320 1,382
213,952 214,795 213,738 128,193 132,527 136,924
234,867 237,088 238,911 144,347 149,100 156,295
€))
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RBS Capital Support Deed CSb
CSD

CSD
CSD CSD
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2014 2013 2012 2014 2013 2012
(€]
237 348 375 145 148 161
784 1,143 1,213 504 524 547
2,110 2,144 2,261 1,492 1,388 1,419
3,131 3,635 3,849 2,141 2,060 2,127
35 38 37 34 20 17
@ 1,827 1,162 959 1,789 1,112 895
4,993 4,835 4,845 3,964 3,192 3,039
@
(@) —389 2013 373 2012 444
—364 2013 334 2012 386
373 2013 408 2012 414
FSCS
FSCS
31 12 31
FSCS
FSCS
FSCS Bradford & Bingley Heritable Bank
Kaupthing Singer & Friedlander Landsbanki
Icesave London Scottish Bank plc
12
LIBOR 100
FSCS FSCS
2016
FSCS
Dunfermline Building Society 100 2014/15
399 2013/14 363
FSCS 110

RBS plc RBS
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RBS
RBS
2014 12 31
23 2014 1,367
720 320 2014
RBS
RBS
RBS RBS
RBS
RBS
RBS
RBSG
ADR
1934 10 20 11 12 15
2009 20 RBSG ADR
2011 11 2012 ADR
2013
2014 19
2008 22 RBS 2000
2013
RBS
2013
Group Litigation Order 2013 12
13 RBS
RBS 2014 12 case management conference
2016 12
RBS
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RBS

RBS

RBS

46
30
MBS
FHFA
2014 12 31 95
FHFA RBS
RBS
RBS
19 RBS
RBS
MBS
MBS
RBS
LIBOR
LIBOR

MBS

2014 11

MB.

2013
2015

RBS

S

RBS
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oOoOooodn
2005 2007
RBS MBS
FHFA 2011
RBS
32 MBS
10.9
FHFA
2015
FHFA JP
2014
FHFA
99.5
2015
2013 12
RBS
RBS
RBS
RBS

LIBOR LIBOR
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RBS LIB

) 20

OR

)
13

29 2014

RICO Racketeer Influenced and Corrupt Organizations

RBS
RBS i LIBOR
iii LIBOR
2014
RBS LIBOR
ISDAFIX
2014 RBS plc
RBS
2014
FX
RBS
28
2015 23
RBS RBS

28

35

TIBOR

267

ISDAFIX
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LIBOR
2015 21
ii EURIBOR
2015
TMST
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oooooog
2014 25
RBS
RBS
LIBOR FCA
RBS FCA
RBS
Palestine Relief & Development Fund u.s.
Antiterrorism Act
2013 28
summary judgment 2014 22
EU
RBS
EU
RBS
RBS RBS
RBS RBS
RBS
RBS
LIBOR
2013 RBS LIBOR
FSA DOJ RBS
87.5 325 150
D0J RBS plc LIBOR LIBOR
2013 12
LIBOR 2014
2014 RBS EC LIBOR EURIBOR
260 131
2014 RBS plc RBS N.V.
ASIC (Enforceable Undertaking) RBS
plc RBS N.V. 2013
undertakings

RBS plc RBS N.V.
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2014 10 21 EC RBS
EC EC
21 EC RBS
RBS EC EC
RBS LIBOR
RBS
CFTC DOJ
2014 11 RBS plc
RBS plc
2014 11 19
RBS CIB
2014 21
2012
2012 RBS
RBS
2012 175
2013 FCA
PRA
2012 FSA FSA
2013 FSA RBS
FCA
RBS
FCA

RBS plc
1.6

2008

RBS

FCA
FCA 217

RBS

UBIL
UBIL 3.5

RBS

2015
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RBS N.V.

2009

RBS

EEA

FCA

2014 11 20
FCA 42

31

CFTC 290

oOoOooodn
LIBOR
EC
2014 10
ISDAFIX
RBS LIBOR
CIB
CFTC
RBS
RBS FCA PRA
PRA 14
RBS
2014 11 12
RBS



RBS

FSA
2013

FSA

2013
13

SME
2013
Skills

2014

11
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ooooOoog
UBIL
RBS RBS
RBS
2015
2014 14
2014 12 31
FSA
FSA
RBS
FCA 2012 2012 12 RBS
PBB RBS plc
RBS 166
@ (b)
FCA RBS
FCA 2014 11 2015
2015
FCA RBS
2015 28 RBS
RBS
GRG FCA
Department for Business Innovation and
SME RBS
PRA FCA FCA
166 2014 17
RBS FCA
2013 11 RBS
RBS
17
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2014 11
2013 EC
2013 EC
EC
11 OFT
CMA
2011 RBS
2005 EU
2010
2008
2012

2014 12

EEA

multilateral interchange fee

OFT

FCA

37

EC
EC
/
OFT

OFT

RBS

MIF

OFT

EEA

VISA

CMA

Payment Protection Insurance

PCA

E

2014

CMA

RBS
29

RBS

2008

Competition Commission

PCA

2013

MIF

EA

MIF

2015

CMA
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VISA
MIF MIF
Honour All Cards Rule
MIF

Competition & Markets Authority

EC
VISA
CMA
PPI
2014
2014 12 31
EC
OFT 2012
cC
OFT

EC

oOoOooodn

2014

PCA



OFT

2014
PCA

11

reference

2014 17

MIR 18

SME

2013 19

SME

SME

FCA
2014

RBS

1SDA

RBS

2013 11
2007

2015
OFT cC
CMA PCA
MIR
24
OFT
2014 11
CMA
MIR
MIR
cC
2015
20
CDS EC
EC
CDS
RBS
RMBS
RBS
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ooooOoog
OFT CC
cC
SME
CMA SME OFT 2013
2014 18 CMA PCA SME
SME market investigation
PCA SME
2014 11 CMA  MIR
RBS
SME
2013 27 OFT
OFT SME
CMA PCA
SME CMA RBS HSBC
MIR CMA 2002
RBS
FCA
19 FCA FCA
2015
15
CDS
RBS EC
EC
RBS
CDO
DOJ
CDO
SEC RBS
SEC
RBS SEC
153
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oOoOooodn
RBS SEC
2007
RBS 2008
2011 RBS RMBS
RMBS
RBS
RBS CIB
RMBS CIB
GSE
RMBS CIB
CIB CIB
CIB
CIB CIB

2009 2014 12 31 CIB CIB
2005 2008 741

CIB CIB

RMBS
GSE
2009 2014 12 31
2003 257
RBS

RBS

RBS RBS

2013 occ
FDIC
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10
2011 RBS
RBS plc RBS N.V.
RBS
RBS

RBS

RBS

RBS plc RBS N.V. /

K Regulation K
OFAC
RBS
RBS /
RBS
RBS
RBS RBS
RBS
RBS
RBS
/
2013 12 RBSG RBS plc RBS plc
Fed DFS
OFAC RBSG RBS plc Fed
Fed
RBSG RBS plc OFAC
RBS RBS
OFAC OFAC
RBS
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2013

DOJ

2013
review

EFG

RBS

DO

2014

2014

FCA

J

non-target letters

RB

11

S

DOJ
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Enterprise Finance Guarantee

940

EFG

ooooooo
OFAC
OFAC

DOJ

DOJ

DOJ
2015 DOJ
thematic
RBS
RBS EFG
2009 2014 RBS
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32
2014 2013 2012 2014 2013 2012
/¢ ) 2,403 (7,367) (4,299) (959) 8 (818)
« Y (3,258) 606 775 — — —
/( 4 267 296 (110) 1,755 585
1,302 1,314 1,207 1,234 1,241 1,134
(222) (634) (1,123) (157) (394) (658)
( ) (1,140) 8,449 5,214 (46) 2,536 1,548
(5,052) (3,975) (3,555) (2,567) (1,892) (1,823)
(247) (389) (476) 87 (112) (128)
(@Y (138) (45) (21) 1 — —
/( 30 (179) (150) 213 (64) 174
(387) (1,035) (1,803) (317) (905) (1,671)
/C ) 463 513 512 13 11 ®)
— (©) (38) — A —
(1,063) (817) (888) (28) (41) (26)
2,478 4,407 2,853 1,453 913 1,590
(3,254) (2,046) (1,496) (1,606) (1,103) (665)
1,105 1,272 1,614 511 634 763
6) (162) (454) — an (454)
3,994 — — — — —
533 423 51 393 227 21
C ) — — — 4,353 86 (120)
(881) 807 6,111 123 182 4,933
823 (3,193) 1,499 73 (2,763) 2,236
( Y (2,513) (1,787) 5,829 2,490 239 6,618
13,385 56,381 15,155 14,376 69,601 87,416
/C ) 8,199 27,877 12,765 (3,244) 15,425 7,341
/C ) 385 (800) 24,859 1,160 (976) 20,570
« )/ (65,586) 155,771 89,336 (66,945) 157,032 89,089
(43,617) 239,229 142,115 (54,653) 241,082 204,416
« Y (7,609) (88,295) 19,116 (25,750) (95,704) (84,117)
(16,119) (23,370) (64,224) (14,795) (19,879) (49,695)
/ (4,256) 3,660 (27,075) (946) 416 (23,351)
/C ) 64,795 (150,145) (93,033) 66,241 (150,838) (92,985)
« ) (4,799) (62) (13,072) (373) 2,772 (10,835)
32,012 (258,212)  (178,288) 24,377 (263,233)  (260,983)
« ) (302) (195) (92) 135 322 (84)
(14,420) (20,965) (30,436) (27,651) (21,590) (50,033)
33
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2014 2013 2012 2014 2013 2012
(54) — (60) — — 1D
— 3,911 8,227 — 4,096 8,051
— 128 706 — 128 706
— — — (1,637) (2,300) (8,287)
(54) 4,039 8,873 (1,637) 1,924 459
(2,250) 785 12 (46) 260 10
— — — — — 206
— 3 — — 3 —
)/ (30) 179 150 (213) 64 a4
8 — — — — —
(
)4 2,272) 967 162 (259) 327 42
10 77 18 — 59 2
(631) (846) (808) (462) (664) (632)
( )4 (2,947) 4,237 8,245 (2,358) 1,646 (129)
34
2014 2013 2012 2014 2013 2012
13,039 17,479 17,740 6,997 11,379 16,242
(4,332) (6,387) (6,756) (4,140) (7,752) (10,405)
8,707 11,092 10,984 2,857 3,627 5,837
35
2014 2013 2012 2014 2013 2012
43,699 43,571 42,865 33,134 33,851 32,324
1,438 2,285 2,968
(4,181) (1,868) (264)
(
)/ — — — (2,743) 417 2,704
— 128 706 — — —
517 — — — — —
34 — — 78 (1,134) (1,177)
12 31 44,250 43,699 43,571 30,469 33,134 33,851
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2014 2013 2012 2014 2013 2012
32,818 32,690 31,984 30,566 31,635 30,014
833 1,864 2,754
(4,121) (1,868) —
(
)/ — — — (3,288) ) 2,754
— 128 706 — — —
517 — — — — —
34 — — 202 (1,065) (1,133)
12 31 33,369 32,818 32,690 27,480 30,566 31,635
36
@ @
2014 2013 2012 2014 2013 2012
97,340 86,561 97,446 96,056 83,644 86,642
30,616 46,540 38,390 28,572 42,599 38,690
127,956 133,101 135,836 124,628 126,243 125,332
( )/
(20,648) (5.145) (2,735) (23,258) (1,615) 911
12 31 107,308 127,956 133,101 101,370 124,628 126,243
73,983 79,993 74,524 70,952 75,792 70,374
1,821 696 756 739 429 480
31,504 47,267 57,821 29,679 48,407 55,389
107,308 127,956 133,101 101,370 124,628 126,243
) 11,258 2013 9,672 2012
11,553
@ 10,845 2013 9,050 2012
11,545
2014 2013 2012
13 12 12
37
@
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/
2014 27 RBS
RBS ATM
RBSIF
RBS
CFG

CFG 11
CFG
RBS RCR 2014

29 RCR
RCR
2013 12 31 RBS
GBM
RBS
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RBS

2014 RBS Services and Functions
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)/
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)
2014
4,773 1,303 6,076 (3,763) — (268) 2,045
636 194 830 (517) @ 365 677
5,409 1,497 6,906 (4,280) @ 97 2,722
2,212 1,168 3,380 (1,381) (141) (76) 1,782
703 390 1,093 (776) @ 4 320
2,915 1,558 4,473 (2,157) 142) 72) 2,102
905 3,008 3,913 3.777) (1) 2 117
(550) (415) (965) (2,015) (751) 12 (3,719)
2,013 1,068 3,081 (1,942) (181) Q97) 761
RCR 187 235 422 (268) (10) 1,298 1,442
10,879 6,951 17,830 (14,439) (1,106) 1,140 3,425
— (128) (128) — — — (128)
— 6 6 — — — 6
— — — (130) — — (130)
— 1 1 —_ — — 1
(2,013) (1,078) (3,091) 1,943 180 197 (771)
8.866 5,752 14,618 (12,626) (926) 1,337 2,403
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( )/
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(G
2013

4,612 1,262 5,874 (4,021) — (501) 1,352
619 240 859 (637) — 1,778) (1,552)
5,231 1,502 6,733 (4,658) — (2,275) (200)

2,083 1,197 3,280 (1,551) (135) (652) 942

683 418 1,101 971) — (29) 101

2,766 1,615 4,381 (2,522) (135) (681) 1,043
824 4,150 4,974 (6,188) (18) (619) (1,851)
(620) 335 (285) (873) (880) (64) (2,102)

1,892 1,073 2,965 (1,987) (163) (156) 659
501 208 709 (379) 76) (4,654) (4,400)
10,594 8,883 19,477 (16,607) (1,272) (8,449) (6,851)
— (25) (25) — — — (25)

— 162 162 — — — 162
— — — (208) — — (208)

— 161 161 — — — 161
(1,964) (1,056) (3,020) 1,939 163 312 (606)
8,630 8,125 16,755 (14,876) (1,109) (8,137) (7,367)
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( )
/
« )
2012
4,739 1,277 6,016 (3,997) — (741) 1,278
635 196 831 (539) — (1,364) (1,072)
5,374 1,473 6,847 (4,536) — (2,105) 206
2,106 1,351 3,457 (1,606) (168) (545) 1,138
740 448 1,188 (784) 6 46) 364
2,846 1,799 4,645 (2.390) (162) (591) 1,502
655 5,113 5,768 (4,574) (16) (209) 969
(1,046) 751 (295) (1,199) (989) ©) (2,492)
1,938 1,159 3,007 (1,984) (199) 1) 823
865 870 1,735 (465) (248) (2,209) (1,187)
10,632 11,165 21,797 (15,148) (1,614) (5,214) 179)
— (3,904) (3.904) — — — (3.904)
— 454 454 — — — 454
— 44) 44) — — — (44)
— — — (36) — - (36)
— 185 185 — — — 185
(2,046) (1,180) (3,226) 1,983 199 269 775)
8,586 6,676 15,262 (13,201) (1,415) (4,945) (4,299)
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2014 2013 2012
7,155 14 7,169 7,246 16 7,262 7,466 819 8,285
821 76 897 1,021 67 1,088 1,078 99 1,177
7,976 90 8,066 8,267 83 8,350 8,544 918 9,462
3,500 26 3,526 3,547 30 3,577 3,779 46 3,825
931 513 1,444 986 629 1,615 1,059 821 1,880
4,431 539 4,970 4,533 659 5,192 4,838 867 5,705
4,684 3,734 8,418 6,121 4,487 10,608 7,132 5,007 12,139
1,701 3,103 4,804 2,852 7,865 10,717 3,096 12,828 15,924
3,328 (31) 3,297 3,217 85 3,302 3,427 118 3,545
RCR 707 113 820 n/a n/a n/a n/a n/a n/a
n/a n/a n/a 1,207 275 1,482 2,647 611 3,258
22,827 7,548 30,375 26,197 13,454 39,651 29,684 20,349 50,033
—  (7,548)  (7,548) —  (13,454) (13,454) —  (20,349)  (20,349)
22,827 — 22,827 26,197 — 26,197 29,684 — 29,684
(128) — (128) (25) — (25) (3,904) — (3,904)
6 — 6 162 — 162 454 — 454
— — — - - - (44) — (44)
1 — 1 161 — 161 185 — 185
(3,307) —  (3,307) (3,327) — (3,327) (3,643) — (3.643)
19,399 — 19,399 23,168 — 23,168 22,732 — 22,732

328/469



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodd
2014 2013 2012
6,091 (15) 6,076 5,881 ) 5,874 6,185 (169) 6,016
695 135 830 757 102 859 775 56 831
6,786 120 6,906 6,638 95 6,733 6,960 (113) 6,847
3,695 (315) 3,380 3,595 (315) 3,280 3,881 (424) 3,457
716 377 1,093 617 484 1,101 537 651 1,188
4,411 62 4,473 4,212 169 4,381 4,418 227 4,645
3,877 36 3,913 4,777 197 4,974 5,476 292 5,768
(1,005) 40 (965) (100) (185) (285) (435) 140 (295)
3,112 1) 3,081 2,889 76 2,965 2,988 109 3,097
RCR 639 (217) 422 n/a n/a n/a n/a n/a n/a
n/a n/a n/a 1,061 (352) 709 2,390 (655) 1,735
17,820 10 17,830 19,477 — 19,477 21,797 — 21,797
(128) — (128) (25) — (25) (3,904) — (3,904)
6 — 6 162 — 162 454 — 454
— — — — — — 45 — 45
1 — 1 161 — 161 185 — 185
(3,081) (10)  (3,091) (3,020) — (3,020) (3,226) — (3,226)
14,618 —_ 14,618 16,755 —_ 16,755 15,262 — 15,262
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2014 2013 2012

134,317 150,449 — 132,024 146,233 — 132,984 136,664 —
27,596 24,658 — 28,206 27,046 11 30,728 28,769 4
161,913 175,107 — 160,230 173,279 11 163,712 165,433 4
89,386 89,006 217 87,889 93,206 83 88,441 94,404 345
20,802 36,642 22 21,518 37,355 27 21,489 39,324 51
110,188 125,648 239 109,407 130,561 110 109,930 133,728 396
574,770 542,044 25 556,934 515,674 504 783,047 753,872 344
85,695 69,466 824 92,497 84,885 762 96,335 101,464 1,063
84,932 71,258 217 71,738 61,695 267 72,903 63,116 308

RCR 27,628 12,432 110 n/a n/a n/a n/a n/a n/a
n/a n/a n/a 29,128 4,975 18 58,347 7,236 169
1,045,126 995,955 1,415 1,019,934 971,069 1,672 1,284,274 1,224,849 2,284

2014 2013 2012

2 — — — — —

— — 3 — — —

2 — 3 — — —

18 14 —_ — — —

— — 1 — — —

80,967 71,268 679 3,190 — —

RCR 46 2 n/a n/a n/a n/a

n/a n/a 107 20 304 135

81,033 71,284 790 3,210 304 135
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2012 3,342 2,121 812 an 3,992 24 10,662
— — — 5 — — 5
— — (©) — — 24) (33)
— — (©)] ) (169) — (175)
— — — (36) — — (36)
2013 3,342 2,121 800 337 3,823 _ 10,423
— — ) — — — ()
— — 2 1 87 — (84
— — — (208) — — (208)
2014 3,342 2,121 801 130 3,736 _ 10,130
— — — — (3,957) — (3,957)
— — ©) — 221 — 212
— — — (130) — — (130)
2014 12 31 3,342 2,121 792 — — — 6,255
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V)
2014
15,750 1,236 1,869 544 19,399
7,587 217 793 269 8,866
2,548 285 497 148 3,478
350 547 265 28 1,190
958 71 75 (20) 1,084
11,443 1,120 1,630 425 14,618
/C ) 441 382 1,626 46) 2,403
783,174 183,174 45,961 32,817 1,045,126
48 80,985 — — 81,033
755,911 167,421 40,454 32,169 995,955
2 71,282 — — 71,284
27,263 15,753 5,507 648 49,171
104,369 88,967 37,273 4,258 234,867
1,025 238 133 19 1,415
2013
16,541 2,099 3,208 1,320 23,168
7,531 248 790 61 8,630
2,484 325 729 168 3,706
1,583 885 199 193 2,860
792 162 605 — 1,559
12,390 1,620 2,323 422 16,755
(2,356) (1,187) (3,706) (118) (7,367)
731,360 199,305 51,763 37,506 1,019,934
— 750 38 2 790
703,711 184,286 46,139 36,933 971,069
— 3,210 — — 3,210
27,649 15,019 5,624 573 48,865
108,274 82,758 40,961 5,095 237,088
1,035 412 217 8 1,672
2012
14,889 2,629 3,095 2,119 22,732
7,757 206 631 ®) 8,586
2,788 397 470 145 3,800
(394) 1,322 151 216 1,295
991 78 499 13 1,581
11,142 2,003 1,751 366 15,262
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'Y (3,597) 1,127 (1,540) (289) (4,299)
867,353 298,593 63,992 54,336 1,284,274
— 304 — — 304
837,135 281,304 52,561 53,849 1,224,849
— 135 — — 135
30,218 17,289 11,431 487 59,425
108,437 80,553 44,769 5,152 238,911
1,770 325 161 28 2,284

38
RBS
RBS

RBS
2014 2013
20,917 30,590
1,964 238
3,481 2,033
4,889 13,003
31,251 45,864

2014 Executive Committee 2013

Management Committee
39
(a) 2014 12 31
654,534

(b) 1AS 24
2014 2013
4,089 10,750
22,037 33,279

333/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oooooono
40
2008 12
UK
UK Financial Investments Limited
2014 2013 2012
2012 10 18 25
198
190 FSCS 263
600
0.18 cash ratio deposits
NLGS
2014 12 31 2013
2012 898 NLGS Funding for Lending Scheme
2012
2014 12 31
2013 2012 749
@
20 IAS 24
V)
(c) 1A 24
(@
2014 2013 2012
87 158 163
1,032 1,020 930
7 13 165
3 79 99
— — 3
( )/ (28) 6 14
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2008 12 2009

42

2015 26 RBS

RBS

RBS

RBS

2015

2015 23 RBS

CFG

17.25 30

CFG

269.7
RBS

2014 12 31

115
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2014 12 31
1000
100
2014 12 31 365
2014 12 31
RBS
CFG
RBS
CFG 49.3
252.5 CFG 46.1
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Consolidated income statement for the year ended 31 December 2014

M4 2013 M2
Mole £m Em £m
Interest receivable 12,805 14,151 15,109
Irterest le {3,830) {5.521) [6,523)
Net interest income 1 8,568 8,830 8,588
Fees and commissions receivable 4.3 4 508 4747
Fees and commissions payable (842) (EBez) (24T
Income from trading activifies. 1,180 2,860 1285
Gain on redemption of own debt il 162 454
Other operating income ) 1,078 1,307 1,127
Mom-intenest income 2 5752 8,125 8,878
Total income 14,618 16,755 15,282
Staff costs {5,883) {5.E8) (6,547
Premises and equipment (2.058) {1.684) {1,7898)
Other administrative expenses (4,381) {6,530) (4,804
Depreciation and amortisation (826) {1.70e) {1.415)
Wirite down of goodwill and other intangible assets {523) [423) (51)
Operating expenses 3 (13,552) (15.885) [14,616)
Profit before mpaiment releasesi{losses) 1,066 0 848
Impairment releases|losses) 13 1337 {8,137 (4,845}
Operating profit/iloss) before tax 2403 {7.367) (4,200)
Tax charge a (2,033) (307} (51)
Profiti{loss) fromn continuing operations ] {7.674) (4,350)
{Loss)profit from discontinued operations, net of tax (3,436) 410 420
Loss for the year (3,116) {7,284 (3,860)
Affributabile to
Hon-coniroling inferests 5 (13) 19
Praference sharsholders 7 &1 fa 58
Ordinary shareholders (3,234) {7,309 (3,937)
(3,116) 7. 284) (3,860)

The accompanying notes on pages 188 fo 284, the accounting policies on pages 178 to 186 and the audied sections of the Financial review: Capital
and risk management on pages 33 to 163 form an integral part of these financial staternents.
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Consolidated statement of comprehensive income for the year ended 31 December 2014

2014 2013 2012
Motz £m Em Em
Loss for the year (3.116) {7.204) [3,860)
lterns that do not qualify for reclassification
Actuarial {lzsses)'gains on defined benefit plans B {100) 443 (2,130)
Tax (36) (248 373
(138) 187 (1,757)
lterns that do qualify for reclassification
Avalable-for-sale financial assets 132 {1.807) (Ba0)
Cash flow hedges 1412 {2.485) 1.022
Curency translation 434 (187) (TaT)
Tax {401) 1,101 (20}
1577 {3.488) 485
Other comprehensive incomel{loss) after fax 1441 {3.281) (2,222}
Total comprehensive (losslincome for the year {1,875 {10.555) (6,082}
Affributabile to:
Mon-controling inferests 184 (109 15
Preference sharsholders &1 58 58
Ordinary shareholders (1,830) (10.603) (6, 155)
{1,875) (10.555) (6,082)

The accompanying notes on pages 188 to 284, the accounting policies on pages 178 fo 186 and the audied sections of the Financial review: Capital
and risk management on pages 33 to 163 form an integral part of these financial staternents.
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Balance sheet as at 31 December 2014

Group B=nk
i 203 Mz 4 i3 2M2

Fiote Em &m £m Em Em Em
Ascets
Carsh and balances at ceniral banks 10 73,843 70,003 74,524 70,952 75,702 70,374
Ampunts due from subsidiaries 10 2,333 15,058 21 B75 24,830 41,110 f5,871
Cther Inans and advances to hanks 10 42,350 51,425 80,102 30,062 36,858 43,900
Loans and advances to banks 10 #4500 #8483 82087  G4801 77,788 109571
Amounts due from helding company and subsidiaries 10 1,323 1,620 1,668 41,106 40,045 56 468
Cther lnans and advances fio customers 10 376815 437480 402071 176,581 176420 TMA,081
Loans and advances io customers 10 376938 420,100 484837 7777 225304 271,540
Dbt securities subject to repurchase agreements 2 22823 £1,970 87.150 14,332 30 546 66,320
Ciher debt securities 1,351 43,724 40,478 73,262 1,78 f7.127
Dieit securities 15 84274 100808 136,585 A7 504 92 327 122 447
Equity shares 16 5,203 8,278 13,872 4,880 7.3M 12.788
Imvestments in Group undertakings 17 — — — 30,857 42 328 40782
Satflement balances 4,710 5,634 5717 3,381 3402 3,080
Amounts due from helding company and subsidiaries ir] 2738 3413 7.200 0,268 8,967 14,953
Other derivatives 14 351844 ZE5000 437,000 350,557 283013 434885
Derivatives 4 354582 280403 445,101 360,825 202880 440833
Intangible assats 18 7.785 12,352 12,403 "7 1127 1,033
Property, plant and equipment 10 6,123 7,888 0,604 1,976 2,284 2430
Diefierned tax 2 1,510 3,435 3,088 733 2,298 2878
Prepayments, accrued income and other assets 2 4413 5,804 6,104 2,203 3,248 4433
Assets of disposal groups 2 31,033 T80 304 — — —
Total assets 1,045,128 1,010,034 1284774 844008 86217 1.000ETI
Liabilities
Amounts due o subsidianies 10 4,208 2,463 6,083 121480 133215 130,126
Cther deposits by banks 10 50,842 62,700 08,107 f2 066 47,078 70457
Deposits by banks 10 3,850 5,183 102 260 174465 130293 209,583
Amounts due 1o holding company and subsidiaries 10 5,843 5207 5778 20,240 47,300 64,902
Other customers accounts 10 380158 467007 513410 4978 14B154 171,42
Customer accounts 10 304000 472304 510,197 173518 103,553 256,204
Dielt securities in issue 10 41,008 £0,748 83778 36,743 51,538 71404
Setflement balances 4,408 5,245 5832 3,008 2,374 2873
Short pesitions 22 23,028 28,004 2754 16,500 17,908 14,074
Amounts due o holding company and subsidiaries 14 2,005 2,538 5 580 f,586 5,875 0,321
Other derivatives 14 B4B77E 283547 430505 ME162 282837 47083
Deerivatives 14 380783 288,133 436085 /44T 0507 430157
Accruals, defermed income and other Eshilities 2 12,282 14,753 12,027 5,822 7.2M 7,355
Redirement benefit liahilities 4 2,550 3,133 3,854 102 a5 58
Deferred tax 4 238 139 TER — - —
Amounts due to holding company 10 10,830 19,875 18184 18,535 10,350 18,184
Cther subordinated lisbiiies 10 10,330 13,200 15,667 8,045 11,167 13,451
Subordnated liabdities Z 30,480 33,134 I3 651 27480 30,566 31835
Liabiltties of disposal groups 2 71284 3.0 135 — — —
Total liabilities 005065 071080 1774840 702443 771,895 1032561
Nen-controlling interests 2,335 73 137 — — —
Crwmers' equity 26 46,786 43,788 50,288 A2 563 54,322 68,110
Total equity 48,171 43,285 50,475 52,553 54,372 53,110
Total liabilties and equity ) ~1,45128 1,018,034 1284774 8440908 826217 1,000.671

The accompanying notes on pages 188 fo 284, the accounting policies on pages 178 to 186 and the audied sections of the Financial review: Capital
and risk management on pages 33 to 163 form an integral part of these financial staternents.

The accounts were approved by the Board of directors on 25 March 2015 and signed on its behalf by:
Philip Hampton Ross McEwan Ewen Stevenson
Chaimian Chief Executive Chief Financial Officer

The Royal Bank of Scotland plc
Regstration Mo, 580312
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Statement of changes in equity for the vear ended 31 December 2014

Group Bank
] 203 M3 For FiiE] 2012
Em £m £m Em Em £m
Called-up share capital
At 1 January and 31 December 6,808 3,609 6. 60% 6,808 6,800 G508
Share premium account
AL 1 January 26,290 29,081 25,375 28,200 268,081 25375
Redempiion of preference shares classified as debt 87 — — 87 — —
Ordinary share issued on cross-border merger (1) — 208 TDE — 208 708
At 31 December 26,807 29,280 26,081 26,807 26,2490 20,081
Merger resene
At 1 January 10,800 10,881 10.B81 {B1) — —
Urwind of merger reserve M — — k2 — —
Merger reserve created on cross-border merger (1) — (81) — — (B1) —
At 31 December 10,834 10,800 10,B81 [47) [B1) —
Awalable-for-sale resense
At 1 January 358 1,750 211 anz2 1,443 1,835
Unrealised gains/(losses) S04 (B44) 1.200 281 (558} 1,083
Realsed gans (D) (1.063) (1,380) (23] (028 (1,781)
Tam {45) 18 210 12 356 211
Transfer to retained eamings () — — — — —
At 31 December ) 400 358 1,750 2652 302 1,443
Cash flow hedging reserve
At 1 Janusary [1=i] 1,815 1.013 350 1,787 1,307
Amount recognised in equity 2,880 (1.082) 2107 1,825 [ 5E8) 1,700
Amount transferred from equity to eamings (1.457) (1.403) (1,085) (1.118) [1.2B1) [1,146)
Tam [334) 5a4 (225) [101) 440 B
Transfer to retained eamings kL — — — — —
At 31 December 1,026 (BE) 1,815 755 350 1,787
Foreign exchange reserve
At 1 January 1,842 2,41 2,620 [35T) (281} (302}
Retranslation of net assets. 403 (287) (930) 110 (B5) 1
Foreign cumrency (losses)igains on hedges of net asseis (E2) ar 150 1 — —
Tam [14)] 1 5} — — —
Recycled to profit or loss on disposal of business (nil tax) — — 3 — — —
Transfer to retained eamings (3E2) — — — — —
At 31 December 1,782 1,842 2041 (248 (357) (281}
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Statement of changes in equity for the vear ended 31 December 2014

Group Bank
) 2013 2z For FoE] 2012
Em £m £m Em Em Em
Retained eamings
At 1 January 2,872 0111 12784 21,208 22.5M 20423
Profiti{loss) attnbutable fo ordinary and equity preference
shareholders
- continuing operations 345 [T.681) (4,368) (2.058) (1. 163) (781}
- discontinued operafions (3.538) 410 420 —_ — —
Equity preference dividends paid (61) (58) (58] (&1) (58) (5B
Citizens Financial Group initial public offering:
- transfer from awailable-for-sale reserve ] — — — — —
- transfier from cash fiow hedging resenve (34) — — — — —
- transfier from foreign exchange reserve 3a2 — — — — —
(Costs relating to Citizens Financial Group initial public offering (45} — — — — —
Actuarial {losses)gains recognised in rebirerment benefit schemes
- Q0SS (1007 443 (2,130) (107) (13) (126)
-fax {38 (24E) = TE] 18 G i
Shares in holding company issued under employes share schemes {81} (78E) an (21} () an
Capital contribution — — 2670 —_ — 2870
Redempiion of preference shares classified as debt (517) — — (517) — —
Share-based payments
- QoSS 29 43 117 28 48 17
- fax 3 1 () 3 — —
At 31 December [BE2Z) 2872 10,111 18,423 21,208 2250
Owmers” equity at 31 December 46,736 43,788 58,288 52,553 54 322 58,110
Non-coniroling inferests
At 1 January TH 137 128 — — —
Currency translation adjustments and ofher movements 113 3 4} — — —
Profitiloss) atiributable to non-controlling interests
- continuing operations ] (13) 18 — — —
- discontinued operations 52 — — — — —
Dividends paid 4) )] - —_ —_ -
Movements in available-for-sale securities
- unrealised gains kN — — —_ — —
-tax (13) — — — — —
Movements in cash fiow hedging resene
- amount recognised in equity 18 — — — — —
- recycled to profit or loss on disposal of discontinued operations {18) — — — — —
Equity raised @ 2,117 — 17 —_ — —
Equity withdrawn and disposals (1) (43) (23] — — —
At 31 December 2,335 g 137 — — —
Total equity at 31 December 48,171 43,885 00,425 52,553 54,322 58,110
Taotal equity is attributable o
Mon-condroling inferests 2,385 78 137 — — —
Ordinary shareholders 46,736 43,788 8, 288 62,553 54,322 58,110
48,171 43,885 00,425 52,553 54,322 58,110
MNotes:
(1) See Mole 26

Z) Feiating to Initial public otfering of Citizens Financial Groun.

The accompanying notes on pages 188 to 284, the accounting policies on pages 178 to 186 and the audied sections of the Financial review: Capital
and risk management on pages 33 to 163 form an integral part of these financial staternents.
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Cash flow statement for the vear ended 31 December 2014

Gmun Bank
ama 043 iz .ot 213 2012
hobe £m £m £ Em z £m
Operating aciivities
Operating profit’{loss) before tax from continuing operafions 2403 (7.387) (4,299) [25E) ] (818)
({Loss)iprofit before tax friom disconfmued operations (3,258) i li] 75 —_ — —
Adjustments for:
Depreciation and amortisation 1,105 1272 1.614 511 634 TE3
Wiite down of goodwill and other intangible assets £33 423 51 383 27 ey
Wiite down of investment in subsidiaries — — — 4,353 ad {1200
Impairment (releaseslosses (1,140) 8448 5,214 [5Li)] 2,538 1,548
Loans and advances weitten-off net of recovenes (5.052) (3,875) (3.555) (2,567) (1.8EZ) (1,823)
Imterest on subordinated liabities 1,202 1314 1.200 1234 1.241 1,134
(Charge for defined benefit pension schemes 483 513 512 13 1 (3
Pensicn scheme curtailment and settlernent gains. — (3 {33) — (2 —
Cash contribution to defined benefit pension schemes {1,083) {817 {838) {28} 41} {26)
Other prowisions changed net of releases 2478 4407 2,853 1,453 213 1,580
Oher prowisions ufised (3.254) (2,046) (1.498) {1.608) (1.103) (BEE)
Gain on redemption of own debt (6] {182) {454) — [TT) (454)
Loss on reclassification to disposal groups 3,004 — — — — —
Elimination of foreign exchange differences {3a1) BOT 6,111 123 1832 4,833
Other non-cash iterms {137) (5,208) (1.778) [3E4) (2.483) 538
Met cash (outflow)infiow from trading actvities (2.513) {1.787) 5,820 2480 ] g,818
Changes in operafing assets and iabilities (11,805)  (18,983)  (38,173) (30.2r8)  (22151)  (56.56T)
Met cash flows from operating activites before tax (14,118) (207700 (30,244 (2r7E8)  (21.912)  (40.54E)
Income: taxes (paid)ireceved {302) (195) (92 135 322 (B
Met cash flows from operating activities 32 (14.420) (20,965)  (30.438) (2r@E1) (21,5600  (50.033)
Imeesting actvities
Sale and maturity of securiies 17631 33,741 35,368 22,0996 33,880 54,031
Purchase of securities (18.845) (21847 (17.724) {12022y (14,3100 (14,161)
Sale of progerty, plant and equipment 1181 BEB 2,088 164 a3 137
Purchase of property, plant and equipment 31 {657 (1,258) [2T3) (321) (531)
et (inwestrment inj/divestment of busness interests and
intangible assets 3 (2,847) 4237 B.245 (2.358) 1,646 (128}
Met cash flows from mvesting activities 4.810) 18,502 26,852 8437 20,758 49,347
Financing activities
Iszue of subordinated liabilities 1438 22B5 2068 833 1,804 2,754
Proceeds of non-controlling interests issued kAL — 7 — — —
Capital contribution — — 2ETD — — 2870
Redempiion of non-controlling interesis 1 43) 23] — — —
Repayment of subordinated liabifies 4,181) (1,888) (284) (4.121) (1.B6E) —
Dividends paid (85) (B3] (58] (61) [58) [5E)
Imterest on subordinated liabities (1,308) (1,285) (1,114) (1,238) (1,325) (1,031)
Met cash flows from financing actvities (2,000 {1.084) 4,308 (4.,585) (1.387) 4,535
Effects of exchange rate changes on cash and cash equivalents 682 402 (3.47) 541 04 (2.038)
Met (decreasejincrease in cash and cash equivalents (20,848) {5,145) {2,735) (Z3,208) (1,615} @11
Cash and cash equivalents at 1 January 127,058 133,101 136,838 124,828 120,243 125,332
Cash and cash equivalents at 31 December 34 107, 208 127,858 133,101 101,370 124,828 128,243
The accompanying notes on pages 188 fo 284, the accounting policies on pages 178 to 186 and the audied sections of the Financial review: Capital
and risk management on pages 33 to 163 form an integral part of these financial staternents.
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1_Presentation of accounts

The accounts are prepared on a going concemn basis (see the Report of
the directors, page 166) and in accordance with Intemnaticnal Financial
Reporfing Standards issued by the Intemational Accounting Standards
Beard (IASB) and interpretations issued by the IFRS Interpretations
Committee of the IASB as adopied by the European Union (EU) (tegeher
IFRS). The EU has not adopted the complete fext of 145 38 'Financial
Instruments: Recognition and Measurement’; it has relaxed some of the
standard's hedging requirements. The Group has not taken advantage of
this relaxation: its financial statements are prepared in accordance with
IFRS as issued by the IASB.

The company is ncorporated in the UK and registered in Scotland. lts
accounts are presented in accondance with the Companies Act 2008.
With the excepion of investment property and certain financial
instruments as described in Accounting policies 8, 14, 18 and 18, the
accounts are presented on an historical cost basis.

Citizens was classified as a disposal group on 31 December 2014; its
assets and liabdifies at that date have been aggregated and presented in
separate balance sheet captions. It has been treated as a discontinued
operation and prior periods re-presented.

The Group adopted a number of new and revised IFRSs effectve 1
Jamuary 2014:

"Oifsetting Financial Assets and Financial Liabilities {Amendments io LAS
32} adds applicafion guidance fo |AS 32 to address inconsistencies
identified in the applicafion of the standard’s criteria for offsetiing financial
assets and financial Eabilities.

“Investment Entities (amendments to IFRS 10, IFRS 12 and 1AS 27
applies to investment enfities; such entifies should account for their
subsidiaries (pther than those that provide services related to the entity's
mwestment aciivities) at fair value through profit or loss.

IFRIC 21 “Levies' provides guidance on accounting for levies payable to
public authorities if certan conditions are met on a particular date.

1AS 36 ‘Fecoverable Amount Disclosures for Mon-Financial Assets
{Armendments to S 38)" aligns the recoverable amount disclosure
requiremenis in lAS 36 with |ASE's original intentions.

145 30 ‘Mowation of Derivatives and Continuation of Hedge Accounting
{Amendments to 1AS 39) provides refief from discontinuing hedge
accounting on novation of a derivative designated as a hedging
instrument.

The implementation of these requarernents has not had a matenial effect
on the Group's acoounts.

2_ Basis of consolidation

The consolidated accounts incorporate the financial statements of the
company and entifies (inchuding certan structured entities) that are
coniroled by the Group. The Group confrols another entity (a subsidiary)
wihen it i5 exposed, or has righis, to variable refums from its involwernent
with that entity and has the ability to affect those retums through its
power over the ofher entity; power generally anses from holding a
miajority of woling rights. On acquisition of a subsidiary, its identifiable
assefs, Eabiliies and contingent Babilites are included in the consolidated
accounts at their fair value. A subsidiary is consclidated financial
staternents from fhe date it is controlled by the Group until fhe: date the
Group ceases o control it through a sale or a significant change in
circumsiances. Changes in the Group's interest in a subsidiary that do
not result in the Group ceasing to control that subsidiary are accounted
for as equity transactons.

All miergroup balances, transactions. income and expenses are
eliminated on consolidation. The consolidated accounts are prepared
under uniform accounting policies.

3. Revenue recognition

Imterest income on financial assets that are classified as loans and
receivables, avalable-for-sale or held-to-matunty and inferest expense on
financial liabdities other than those measured at fair value are determined
using the effeciive interest method. The effective interest method is a
method of calculating the amortised cost of a financial asset or financial
Eability {or group of financial assets or liablites) and of allocating the
mterest ncome or interest expense over the expected Be of the asset or
Eability. The effiective interest rate is the rate that exactly discounts
estimated future cash flows to the instrurnent’s initial carmying amount.
Calculation of the effectve interest rate takes into account fees payable
or receivable that are an integral part of the instrument’s yield, premiums
or discounts on acquisition or issue, early redemption fees and
transachion costs. Al contractual terms of a financial instrument are
considered when estimating future cash flows.

Financial assets and financial liabdties held for trading or designated as
at fair value through profit or loss are recorded at fair value. Changes in
fair value are recognised in profit or boss.

Fees in respect of services are recognised as the right fo consideration
accrues fhrough the provision of the service o the customer. The
amangements are generally contractual and the cost of providing the
senvice is incumed as the semvice is rendered. The price is usually fixed
and always determinable. The application of this policy to significant fee
types is cuthned below.

Fayment senvices - this comprises income received for payment senvices
inchuding chegues cashed, direct debits, Cleanng House Automated
Payments (the UK electronic settiement system) and BACS payments.
{the automated cleanng house that processes dinect debits and direct
credits). These are generally charged on a per fransaction basis. The
mncome is eamed when the payment or transaction ccouwrs. Changes for
payment services are usually debited o the customer’s account manthly
or quarterly in armears. Income is accrued at peniod end for senvices
provided but mot yet changed.
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Cred and dehi cand fees - fees from card business include:

*  Interchange received: as issuwer, the Group receives a fee
{interchange) each fime a cardholder purchases goods and
senvices. The Group also receives interchange fees from other card
issuers for prowiding cash advances through its branch and
automated teller machine networks. These fees are accrued once
the transaction has taken place.

*  Pencdic fees payable by a credit card or debit card holder are
defemed and taken to profit or loss over the peniod of the service.

Leding (credt facilibes | - commitment and ublisation fees are determined
as a percentage of the outstanding facility. If it s unlikely that a specific
lending arrangement will be entered into, such fees are taken to profit or
loss ower the life of the faciity otherwise fhey are defemmed and inchuded in
the effective interest rate on the loan.

Bmdermge fees - in respect of securiies, foreign exchange, futures or
opfions transactions entered into on behalf of a customer are recognised
as income on execution of a significant act.

Trade fnance - income from fhe provision of trade finance is recognised
ower the temm of the finance unless specifically related to a significant act,
i which case income is recognised when the act is executed.

Ivesiment menzgementt - fees charged for managing investments ane
recognised as revenue as the services are provided. Incremental costs
that are directly aftributable fo securing an investment managerment
contract are defemmed and charged as expense as the related revenue is
recognised.

4 Assets held for sale and discontinued operations

A non-current asset (or disposal group) is cassified as held for sale if the
Group will recover its carmying amount principally through a sale
transaction rather than through confinuing use. A non-current asset (or
disposal group) classified as held for sale is measured at the lower of its
camying amount and fair value less costs to sell. If the asset (or disposal
group) is acquired as part of a business combination it is indially
measured at fair value less costs to sell. Assets and liabilities of disposal
groups classified as held for sale and non-curment assets classified as
held for sale are shown separately on the face of the balance sheet.
The results of discontinued operations - comprising the post-tax profit or
loss of discontinued operations and the post-tax gain or loss recognised
either on measurement io fair value less costs o sell or on disposal of the
discontinued operation - are shown as a single amount on the face of the
mcome staterment; an analysis of this amount is presented in Note 20 on
the accounts. A discontinued operation is a cash generating unit or a
group of cash generating units that either has been disposed of, oris
classified as held for sale, and (3) represents a separate major line of
business or gecgraphical area of cperations, (b] is part of a single co-
ordinated plan to dispose of a separate major line of business or
geographical area of operations or (c) is a subsidiary acquired exclusively
with a view fo resale.

3. Employee benefits

Short-term employee benefits, such as salaries, paid absences, and
other benefits are accounted for on an accruals basis over the peried in
wihich the employees provide the related senices. Employees may
receive vanable compensation satisfied by cash, by debt insiuments
msued by the RBS Group or by RBSG shares. The treatment of share-
based compensation s set out in Accounting policy 24. Vanable
compensation that is settled in cash or debt mstruments is chamged to
profit or loss ower the period from the start of the year o which the
vanable compensation relates to the expecied settlement date talong
account of forfedture and claw back criteria.

The Group prowsdes post-retirernent benefits in the form of pensions and
healthcare plans to eligible employees.

Coniributions to defined conbribution pension schemes are recognised in
profit or loss when payable.

Far defined benefit schemes, fhe defined benefit obligation s measured
on an actuarial basis using the projected unit credit mefhod and
discounted at a rate determined by reference to market yields at the end
of the reporting pericd on high quality corporate bonds of equivalent term
and cumency fo the scheme Eabiliies. Scheme assets are measured at
their fair walue. The difference bebween scheme assets and scheme
Eabilities - the net defined benefit asset or Kability - is recognised in the
balance sheet. A defined benefit asset is Emited to the present value of
any economic benefits available io the Group in the form of refunds from
the plan or reduced confributions to it

The change to profit or loss for pension costs (recorded in operating
EXPENSEs | COMENISes:

*  the current service cost

*  interest, computed at the rate used fo discount scheme liabities, on
the net defined benefit liability or asset

*  past senvice cost resulfing from a scheme amendment or curailment

*  gains or losses on settlement.

A curtailment occurs when the Group significantly reduces the number of
employess coverad by a plan. A plan amendment cccurs when the Group
mtroduces, or withdraws, a defined benefit plan or changes the benefits
payable under an existing defined benefit plan. Past service cost may be
either positive (when benefits are infroduced or changed so that the
present value of the defined benefit obligation increases) or negative
{wien benefits are withdrawn or changed so that the present value of the
defined benefit obligation decreases). A sefflement is a transaction that
eliminates all furiher obligation for part or all of the benefits.

Actuarial gans and losses (i.e_ gains or and losses on re-measuning the

net defined benefit asset or liabiity) are recognised in other
comprehensive income in full in the period in which they anse.
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6. Intangible assets and goodwill

Intangible assets acquired by the Group are stated at cost less
accumulated amoriisation and impairment losses. Amortisation is
charged to profit or loss over the assets’ estimated economic ves using
methods that best reflect the pattem of economic benefits and is includad
n Depreciation and amortisation. These estimated useful economic lves
are:

Computer software
Other acquired mtangibles

3o 12 years
5o 10 years

Expenditure on intemally generated goodwill and brands is written-off as
mcurred. Direct costs relating to the development of intermal-use
computer software are capitalised once technical feasibility and economic
viabdlity hawve been established. These costs indude payroll, the costs of
materials and senvices, and directly atiributable overheads. Capitafsation
of costs ceases when the software is capable of operating as intended.
Dwring and after dewelopment, accumulated costs are reviewed for
impairment aganst the benefits that the software is expected o generate.
Costs incurred prior to the establishment of technical feashility and
economic viability are expensed as incurred as are all training costs and
general overheads. The costs of Beences to use computer software that
are expected to generate economic benefits beyond one year are also
capitalised.

Intangible assets include goodwill anising on the acguisiion of
subsidiaries and joint veniures. Goodwill on the acguisiion of a
subsidiany is the excess of the fair value of the consideration transfemed,
the fair value of any existing interest in the subsidiary and the amount of
any non-confroling interest measured either at fair valwe or at its share of
the subsidiary's net assets over the Group's interest in the net fair value
of the subsidiary's ideniifiable assets, liabdities and contingent liabdties.
Goodwill arises on the acquesition of a joint verture when the cost of
invesiment exceeds the Group's share of the net fair value of the joint
venture’s identifiable assets and liabilties. Goodwil is measured at nitial
acquisition of associates is included within their carmying amounts. The
gain or loss on the disposal of a subsidiary, associate or joint venture
includes the camying value of any related goodwill.

T. Property, plant and equipment

lterns. of property, plant and equipment (except invesiment property - see
Accounting policy B) are stated at cost less accumulated depreciafion and
impaiment losses. Where an item of property, plant and equipment
comprises major compenents having different useful ves, these are
accounted for separately.

Depreciation is charged to profit or loss on a straight-line basis so as fo
write-off the depreciable amount of property, plant and equipment
({inchuding assets owned and let on operating leases) over ther estimated
useful lives. The depreciable amount is the cost of an asset less its
residual walue. Freehold land is not depreciated.

The estimated useful lives of the Group's property, plant and equipment

are:
Freehcld buildings 50 years

Leng leasehold property (leases

with more than 50 years to nun) 50 years

Short leaseholds unexpired peripd of the lease
Property adaptation cosis 10 i 15 years

Computer equipment up o 5 years

Other equipment 4 to 15 years

The residual value and useful life of property, plant and equipment are
rewsewed at each balance sheet date and updated for any changes fo
previous estimates.

8. Impairment of intangible assets and property, plant and
equipment

At each reporting date, the Group assesses whether there is any
indicafion that its intangible assets, or property, plant and equipment are
impaired. If any such indicafion exists, the Group estimates the
recoverable amount of the asset and the impairment loss if any. Goodwill
i5 tested for impairment annually or more frequently if events or changes
in circumstances indicate that it might be impaired.

If an asset does not generate cash flows that are independent from those
of other assets or groups of assets, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. A
cash-generating unit is the smallest identifiable group of assets that
generates cash inflows that are largely independent of the cash inflows
from ofher assets or groups of assets. For the purposes of impaiment
testing. goodwill acquired in a business combnation is allocated to each
of the Group's cash-generafing units or groups of cash-generating units.
expected to benefit from the combnation. The recoverable amount of an
asset or cash-generafing unit is the higher of its fair value less cost to sell
and its value in use. Value in use is the present value of future cash flows
from the asset or cash-generating unit discounted at a rate that reflects
market interest rates adjusted for nisks specific to the asset or cash-
generating unit that have not been taken into account in estimating futune
cash flows. If the recoverable amount of an intangible or tangible asset s
less than its camying walue, an impairment loss is recognised immediately
n profit or loss and the camying value of the asset reduced by the amount
of the loss. A reversal of an impainment loss on intangible assets
{excluding goodwill) or property, plant and equipment is recognised as it
arises provided the increased camying valkee is not greater than it would
hawe been had no imparment loss been recognised. Impairment losses
on goodwill are not reversed.

3. Investment property

Imesiment property comprises freehold and leasehold properties that are
held to earn rentals or for capital appreciation or both. Investment
property is not depreciated but is stabed at fair value. Fair value is based
on current prices for similar properties in the same location and condifion.
Any gam or loss arising from a change in fair value s recognised in profit
or loss. Rental income from imvestment property is recognised on a
straight-line basis over the term of the lease in Other operating income.
Lease incentives granted are recognised as an integral part of the total
rental income.
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10. Foreign casrencies
The Group's consolidated financial statements are presented in sieriing
wihich is the functional curency of the company.

Group entities record fransactions in foreign currencies in their functional
cumency - the cumency of the primary economic environment in which
they operate - at the foreign exchange rate ruling at the date of the
fransaction. Monetary assets and labilities dencminated in foreign
cumencies are transiated into the relevant functional currency at the
foresgn exchange rates nifing at the balance sheet date. Foreign
exchange differences arising on the settlement of foreign currency
transactions and from the translation of monetary assets and liabilties
are reported in income from trading activibies except for diferences
arising on cash flow hedges and hedges of net investments in foreign
operations {see Accouniing policy 23).

MNon-monetary items denominated in foreign currencies that are stated at
fair value are translated into the relevant functional curency at the
foreign exchange rates nuling at the dates fhe values are defermined.
Translation diffierences anising on nen-monetary items measured at fair
value are recognised in profit or loss except for differences arising on
avadable-for-sale non-monetary financial assets, for example equity
shares, which are recognised in other comprehensive income unless the
asset is the hedged dem in a fair value hedge.

Assets and liabilfies of foreign cperations, including goodwill and fair
value adusiments arising on acquisition, are translated into steding at
foresgn exchange rates ruling at the balance sheet date. Income and
expenses of foreign operations are translated into sterling at average
exchange rates unless these do not approximate to the foreign exchange
rates ruling at the dates of the transactions. Foreign exchange
differences arising on the translation of a foreign operafion are
recognised n other comprehensive income. The amount accumulated in
equity is reclassified from equity fo profit or loss on disposal of a foreign
operation.

11. Leases

As Lessor

Coniracts with customers to lease assets are classified as finance leases
if they transfer substantially all the risks and rewards of ownership of the
asset to the customer; all other contracts with cusiomers 1o lease assets
are classified as operating leases.

Finance lease receivables are included in the balance sheet, within
Loans and advances fo customers. at the amount of the net imvesiment in
the lease being the minimum lease payments and any unguarantesd
residual walue discounted at the interest rate implicst in the lease. Finance
lease income is allocated fo accounting periods so as to give a constant
periodic rate of retun before tax on the net investment and included in
Interest receivable. Unguaranteed residual values are subject to regular
review; if thene is a reduction in their value, income allocation is revised
and any reduction in respect of amounts accreed is recognised
immediately.

Rental income from operating leases is recognised in income on a
straight-line basis over the lease term unless another systematic basis
befter represents the fime patiem of the asset's use. Operating lease
assets are included within Property, plant and equipment and depreciated
ower their useful lives (see Accounting policy 7). Operating lease rentals
receivable are included in Other operafing income.

As lesses

The Group's contracts to lease assefs are principally operating leases.
Operating lease rental expense is included in Premises and equipment
costs and recognised as an expense on a siraight-ine basis over the
lease term unless another systematic basis better represents the benefit
fo the Group.

12. Provisions

The Group recognises a provision for a present obligation resulting from
a past event when it i more Bcely than mot that it will be required to
transfer economic benefits to settle the obligation and fhe amount of the
chligation can be estmated reliably.

Prowision is made for resiructuring costs, including the costs of
redundancy, when the Group has a constructve obligation to restructure.
An obligaticn exists when the Group has a detailed foemal plan for the
resiructuring and has rased a valid expectation in those affected by
starting io imglement the plan or by announcing its main features.

If the Group has a contract that is onerous, it recognises the present
obligation under the contract as a provision. An onergus contract is one
wihere the unavoidable costs of meeting the Group's contractual
obligations exceed the expected economic benefits. When the Group
vacates a leasehold property, a provision is recognised for the costs
under the lease less any expected economic benefits (such as rental
mncome).

Contingent liabilties are possible oblgations arising from past events,
whose existence will be confimed only by uncertain future events, or
present oblgations arising from past events that are not recognised
because either an outflow of economic benefits is not probable or the
armount of the cbligation cannot be relably measured. Contingent
Fabilities are not recognised but information about them is disclosed
unless the possibility of any outfiow of economic benefits in settlement is
remate.

13. Tax

Income tax expense or income, comprising current tax and deferred tax,
is recorded in the income statement except income tax on items
recognised outside profit or loss which is crediied or charged to other
comprehensive income or o equity as appropriate.

Current tax is income tax payable or recoverable in respect of the taxable
profit or loss for the year arising in profit or loss, other comprehensive
income or equity. Provision s made for current tax at rates enacted or
substantively enacted at the balance sheet date.
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Dieferred tax is the tax expecied to be payable or recoverable in respect
of temporary differences between the carmying amount of an asset or
Eability for accounting purposes and its cammying amount for tax purposes.
Deferred tax liabdities are generally recognised for all taxable temporany
differences and defiemed tax assets are recognised to the extent that it is
probable that they will be recosvered. Defemed tax is not recognised on
temporary differences that arise from mifial recogniion of an asset ora
Eability in a transaction (other than a business combinafion) that at the
time of the transaction affects nesther accounting nor taxable profit or
loss. Deferred tax is calculated wsing tax rates expected to apply in the
periods when the assets will be realised or the liabilities setfled, based on
tax rates and laws enached. or substantively enacted. at the balance
sheet date.

Deferred tax assets and Eabiliies are offset where the Group has a
legally enforceable nght to offset and where they relate to ncome taxes
lewsed by the same taxation authornity either on an individual Group
company or on Group companies in the same tax group that intend, in
future periods, to setthe cument tax iabilities and assets on a net basis or
on a gross basis simultaneously.

14. Financial assets

invesiments; held-for-trading; designated as at fair value through profit or
loss; loans and receivables: or available-for-sale financial assets. Regular
way purchases of financial assets classified as loans and receivables are
recognised on setflement date: all other regular way fransactions in
financial assets are recognised on trade date.

Heldin-mahuity invesimernis - a financial asset may be classified as a held-
fo-maturity investment only if it has fxed or determinable payments, a
fiooed maturity and the Group has the positive intention and ahility to hold
o maturty. Held-to-maturity inwestments. are mitially recognised at fair
value plus directly related transaction costs. They are subsequently
measwred at amortised cost using the effective interest method (see
Accounting policy 3) less any impairment losses.

Heldfor-frading - a financial asset is classified as held-for-rading if it is
acquired principally for sale in the near term, or forms part of a portfolio of
financial instruments that are managed together and for which there is
ewidence of shori-term peofit faking, or it is a derivative (not in a qualifying
hedge relationship). Held-for-trading financial assets are recognised at
fair value with transaction costs being recognised in profit or loss.
Subsequently they are measured at fair value. Gains and losses on held-
for-frading financial assets are recognised in profit or loss as they arise.

Cesignaled a5 &t fair value through profi or loss - financial assets may be
designated as at fair value through profit or loss only if such designation
{a) elfimmnates or significantly reduces a measuremnent or recognition
inconsistency; or (b) appies to a group of financial assets, financial
Eabilities or both, that the Group manages and evaluates on a fair value
basis; or (c) relates to an instrument that contains an embedded
derivative which is not evidently closely related to the host contract.
Financial asseis that the Group designates on mifial recognition as being
at fair value through profit or loss are recognised at fair value, with
transaction costs being recognised in profit or loss, and are subsequendly
measwred at far value. Gains and losses are recognised in profit or loss
as they arise.

Loans and recefvables - non-denvative financial assets with fived or
determinable repayments that are not quoted in an active market are
classified as loans and recesvables, except those that are classified as
awalable-for-sale or as held-for-trading, or designated as at fair value
through profit or loss. Loans and receivables are indially recognised at
fair value plus directly related transaction costs. They are subsequently
measured at amortised cost using the effective interest method (see
Accounting policy 3) less any impairment losses.

Avaiabisforsale financia assets - financial assets that are not dlassified as
held-to-maturity; held-for-trading; designated as at fair value through
profit or loss; or loans and receivables are classified as available-for-sale.
Financial assets can be designated as available-for-sale on initial
recognition. Available-for-sale financial assets are initially recognised at
fair value plus directly related transaction costs. They are subsequently
measured at fair value. Uinguoted equity investments whose fair value
cannot be measured reliably are camed at cost and classified as
available-for-sale financial assets. Impairment losses and exchange
differences resulting from refranslating the amortised cost of foreign
cumency monetary available-for-sale financial assets are recognised in
profit or loss togefher with interest calculated wsing the effective interest
method (see Accounting policy 3) as are gains and losses attributable to
the hedged risk on available-for-sale financial assets that are hedged
items in fair value hedges {see Accounting policy 23). Cther changes in
the fair value of available-for-sale financial assets and any related tax are
reported in other comprehensive income until disposal, when the
cumulative gain or loss is reclassified from equity to profit or loss.

Reclassiicafions - held-for-irading and avalable-for-sale financial assets
that meet the definition of lnans and receivables (non-derivative financial
assets with fized or determinable payments that are not quoted in an
active market) may be reclassified to loans and receivables if the Group
has the intention and abiity to hold the financial asset for the foreseeabls
future: or untdl maturity. The Group typically regards the foreseeable fubure
for this purpose as twelve months from the date of reclassification.
Additicnally, held-for-trading financial assets that do not meet the
definifion of loans and receivables may, in rare circumstances, be
fransferred to available-for-sale financial assets or to held-to-maturity
invesiments. Reclassifications are made at far value. This fair value
becomes the assef’s new cost or amortised cost as appropriate. Gains
and losses recognised up to the date of reclassification are not reversed.

Fair value - the Group's approach io determining the fair valwe of financial
instruments measured at fair value is set out in the section of Critical
accounting policies and key sources of estimation uncertanty entitled
Fair value - financial instrurnents; further detads are given in Note 11.

135. Impairment of financial asseis

The Group assesses at each balance sheet date whether there is any
objective evidence that a financial asset or group of financial assets
classified as held-to-maturity, as awalable-for-sale or as loans and
receivables is impared. A financial asset or group of financial assets is
impaired and an impairment loss incumed if there is objective evidence
that an ewent or events since initial recognition of the asset have
adwersely affected the amount or tming of future cash flows from the
asset.
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Fnancisl assets camed st amortised cost - if there is objective evidence that
an imparment loss on a financial asset or group of financial assets
classified as loans and recenvables or as held-o-maturity imresiments
has been incurred, the Group measwres the amount of the loss as the
difference between the camying amount of the asset or group of assets
and fhe present value of estimated future cash flows from the asset or
group of assets discounted at the effective interest rate of fhe instrument
at initial recognition. For collateralised loans and receivables, estimated
future cash fiows include cash flows that may result from foreclosure less
the costs of cbianing and selfing fhe collateral, whether or not
foreckosure is probable.

Where, in the course of the orderly realisation of a loan, it is exchanged
for equity shares or property, the exchange is accounted for as the sale
of the loan and the acquisition of equity secunties or investment property.
Where the Groups inberest in equity shares following the exchange is
such that the Group controls an entity, that entity is consobdated.
Impairment losses ane assessed individually for financial assets that are
individually significant and individually or collectively for assets that are
not individually significant. In making collective impairment assessments,
financial assets are grouped into portfolios on the basis of similar risk
characteristics. Future cash flows fram these portfolios are estimated on
the basis of the contractual cash fiows and histonical loss experience for
assets with similar credi risk characteristics. Historical loss experience is
adjusied, on the basis of chservable data, o reflect cument conditions mot
affecting the period of historical expenence. Impaiment losses are
recognised n profit or loss and the camying amount of the financial asset
or group of financial assets reduced by establishing an allowance for
impairment losses. If, in a subsequent peniod, the amount of the
impairment loss reduces and the reduction can be ascribed to an ewvent
after the impairment was recognised, the previously recognised loss is
reversed by adjusiing the allowance. Cince an impairment loss has been
recognised on a financial asset or group of financial assets, interest
income is recognised on the camying amount using the rate of interest at
wihich estimated future cash fiows were discounted in measuring
impaiment.

Impaired loans and receivables are written off, ie. the impairment
provision is applied in weiting down the loan's camying value partially or in
full, when the Group condludes that there is no longer any realstic
prospect of recovery of part or all of the loan. For loans that are
individually assessed for impairment, the timing of write off is determined
on 3 case-by-case basis. Such loans are reviewed regulary and write off
will be prompted by bankrupicy, insolvency, renegotiation and similar
events.

Except for US refail porffolios, where wite off of the imecoverable armount
takes place within 60 - 180 days, the typical fime frames from initial
impairment to write off for the Group's collectively-assessed portiolios

ana:

*  Retal mortgages: write off usually cccurs within fve years, or when
an account is closed i eardier.

*  Credit cards: the imecowerable amount is written off after 12 months;
three years later any remaining amounts cutstanding are writien off.

*  Owerdrafts and other unsecured loans: wite off cccurs within six
years.

*  Business and commercial loans: write offs of commercial loans are
determined in the light of indvidual circumstances; the period does
not exceed five years. Business loans are generally written off within
fwe years.

Amounts recosvened after a loan has been writien off are credited to the
loan impairment charge for the period in which they are received.

Fnancial asseis camied st fairvalue -when a deciine in the fair value of a
financial asset classified as available-for-sale has been recognised
directly in other comprehensive income and there is objective evidence
that it is impaired, the cumulative loss is reclassilied from equity to profit
or loss. The loss is measured as the difference between the amortised
cost (including any hedge accounting adjusiments) of the financial asset
and its current fair value. Impaimment losses on available-for-sale equity
mstruments are not reversed through profit or loss, but those on
awalable-for-sale debt instruments are reversed, if there is an increase in
fair value that is objectively related to a subseguent event.

16. Financial liabilities

Financial liabdities are recognised initially at fair walue and classified into
held-for-trading; designated as at fair value through profit or loss: or
amostised cost. Issues of financial liabdities measured at amortised cost
are recognised on setflement date: all other regular way transactions in
financial liabdities are recognised on frade date.

HeldHor-frading - a financial liability is dassified as held-for-trading if it is
mcurred principally for repurchase in the near term, or forms part of a
portfolio of financial instrurnents that are managed together and for which
there is ewidence of shor-term profit taking, or it is a derivative (not in a
qualifying hedge relaticnshig). Held-for-trading financial liabilities are
recognised at far value with transaction costs being recognised in profit
or loss. Subsequently they are measured at fair value. Gains and losses
are recognised in profit or loss as they anse.
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Designaled a5 &t Girvalue through pofit or loss - financial liabilities may be
designated as at fair value through profit or loss only if such designation
{a) efimmnates or significantly reduces a measurement or recognition
mconsistency; or {b) applies to a group of financial assets. financial
Eabilities or both that the Group manages and evaluates on a fair value
basis; or (c] relates to an instrument that contains an embedded
derivative which is not evidently closely related to the host confract.

Financial liabdities that the Group designates on initial recognition as
being at fair value through profit or loss are recognised at fair value, with
transaction costs being recognised in profit or loss, and are subsequenily
measured at far value. Gains and losses are recognised in profit or loss
as they arise.

Financial liabilities designated as at fair walue through profit or loss
principally comprise structured Eabilies issued by the Group: designation
significantly reduces the measurement inconsisiency between these
Fabilities and the related derivatives camied at fair value.

Amaorfised cost - all other financial liabdifies are measured at amortrsed
cost using the effective interest method (see Accounting policy 3).

Fair value - the Group's approach to determining the fair valwe of financial
nstruments measured at fair value is set out in the section of Critical
accounting policies and key sowrces of estimation uncertanty entitled
Fair value - financial instrurments; further detads are given in Mote 11.

17. Financial guarantee contracts

Under a financial guaraniee contract, the Group, n return for a fee,
undertakes to meet a cusiomer's obligations under the terms of a debt
msirument if the customer fals o do so. A financial guarantee s
recognised as a Eability; initially at fair vahee and, if not designated as at
fair value through profit or loss, subsequently at the higher of its initial
value less cumulative amortisafion and any provision under the contract
measwed in accordance with Accounding pobicy 12. Amortisation is
calculated so as to recognise fees receivable in profit or loss ower the
period of the guarantee.

18. Loan commitments

Prowision is made for loan commitments, other than those classified as
held-for-trading, if it is probable that the facility will be drawn and the
resulting loan will be recognised at an amount less than the cash
adwanced. Syndicated loan commiiments in excess of the level of lending
under the commitment approved for retention by the Group are classified
as heldHor-trading and measured at fair value.

19. Derecognition

A financial asset is derecognised when the confractual right to receive
cash flows from the asset has expired or when it has been transferred
and fhe transfer qualfies for derecognifion. A transfer requires that the
Group either (a) fransfers the contractual rights to receive the assef's
cash flows; or (b) retains the right to the asset's cash flows but assumes.
a contractual oblgation fo pay those cash fiows fo a third party. After a
transfer, the Group assesses the extent to which it has retained the risks
and rewards of ownership of fhe transferred asset. The asset remains on
the balance sheet if substaniially all the risks and rewards hawe been
retaned. |t is derecognised if substantially all the risks and rewards have
been transferred. If substantially all the risks and rewards have been
neither retamed nor transfemed, the Group assesses whether or not it has
retained coninol of the asset. IF the Group has retained control of the
asset. it continues to recognise the asset o the extent of its continuing
inwolvement; if the: Group has not retained control of the asset, itis
derecognised.

A financial liability is remowed from the balance sheet when the obligation
5 discharged, or is cancelled, or expires. On the redemption or
settiernent of debt securities (inchuding subordinated liabilities) issued by
the Group, the Group derecognises the debt imstrument and records a
gain or loss being the difference between the debt's carmying amount and
the cost of redemption or settlernent. The same freatment apphes where
the debt is exchanged for a new debt issue that has terms substantially
different from those of the existing debt. The assessment of whether the
terms of the new debt instrument are substantially different takes into
account qualitative and quantitafive characienstics inchuding a
comparison of the present value of the cash fiows under the new terms
with the present value of the remaining cash flows of the original debt
issue discounted at the effective interest rate of the onginal debt issue.

20. Sale and repurchase transactions

Securities subject to a sale and repurchase agreement under which
substantally all the rsks and rewards of ownership are retained by the
Group continwe fo be shown on the balance sheet and fhe sale proceeds
recorded as a financial liability. Secunities acquired in a reverse sale and
repurchase fransaction under which the Group is not exposed to
substantally all the rsks and rewards of ownership are not recognised an
the balance sheet and the considerafion paid is recorded as a financial
asset.

Securiies borrowing and lending fransactions are usually secured by
cash or securities advanced by the bomower. Borrowed securities are not
recognised on the balance sheet or lent securiies derecognised. Cash
collateral given or received is treated as a loan or deposit; collateral in the
form of securities is not recognised. However, where securities bomowed
are fransferred to third parties. a Eability for the cbligation to return the:
secunties to fhe stock lending counterparty is recorded.
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. Netting

Financial assets and financial liabilifes are offset and the net amount
presented in the balance sheet when, and only when, the Group curently
has a legally enforceable right to set off the recognised amounts and it
intends either to settle on a net basis or to realise the asset and setile the
Eability simultanecusly. The Group is party to a number of amangements,
including master netting agreements, that give it the right to offset
financial assats and financial liabdties but where it does not intend to
settie the amounts net or simultanecusly and therefore the assets and
Eabilities concemed are presented gross.

22. Capital instruments

The Group classifies a financial instrument that it isswes as a liabilty if it
s a contractual obligation to delver cash or another financial asset, orto
exchange financial assets or financial Esbiliies on potentially
unfawourable temms and as equity if it evidences a residual interest in the
assets of the Group afier the deduction of labilities. The components of a
compound financial instrurment issued by the Group are classified and
accounted fior separately as financial assets, financial liabisfies or equity
as appropriate.

Incremental costs and related tax that are direcily atfributable to an equity
transaction are deducied from eguity.

The consideration fior any crdinary shares of the company purchased by
the Group (treasury shares) is deducted from egquity. On the cancellation
of treasury shares their nominal value is remowved from equity and any
excess of consideration over nominal value is treated in accordance with
the capital maintenance provisions of the Companies Act. On the sale or
reissue of freasury shares the consideration received and related tax are
credited to equity, net of any direcily atinbutable incremental costs.

23. Derivatives and hedging

Dierivative financial instruments are inifially recognised, and subsequendly
measured, at fair valwe. The Group's approach to determining the fair
value of financial instruments is sat out in the section of Critical
accounting policies and key sowrces of estimation uncerianty entitled
Fair value - financial instrurnents; further detads are given in Mote 11.

A derivaiive embedded in a contract is accounted for as a stand-alone
derivative if its economic characteristics are not closaly related to the
economic characierstics of the host contract; unless the enfine contract is
measwred at far value with changes in fair value recognised in profit or
loss.

Gains and losses arsing from changes in the fair value of derivatives that
are not the hedging instrument in a qualifying hedge are recognised as
they arise in profit or loss. Gains and losses are recorded in Income: from
trading activifies except for gains and losses on those derivatives that are
managed together with financial instruments designated at fair value;
these gains and losses are included in Ciher operating income.

The Group enters into three types of hedge relationship: hedpes of
changes in the fair value of a recognised asset or liabfity or unrecognised
firm commitment (fair value hedges); hedges of the variability in cash
flows from a recognised asset or Eahility or a highly probable forecast
transaction (cash flow hedges); and hedges of the net mvestment ina

Hedge relationships are formally designated and documented at
inceplion. The documentation identifies the hedged item and the hedging
instrument and detals the risk that is being hedged and the way in which
effeciiveness will be assessed at incepfion and during the penicd of the
hedge. If the hedge is not highly effective in offsetting changes in fair
values or cash flows afiributable to the hedged risk, consistent with the
docurnented risk management strategy. hedge accounting is
discontinued. Hedge accounting is also discontinued if the Group revokes
the designation of a hedge relationship.

Fairvalue hedge - in a fair value hedge, the gain or loss an the hedging
mstrument is recognised in profit or loss. The gain or less on the hedged
item attributable to the hedged risk is recognised in profit or loss and,
wihere the hedged item is measured at amortised cost, adusts the
camying amount of the hedged item. Hedge accounting is discontinued if
the hedge no longer meets the cnienia for hedge accounting: or if the
hedging instrurment expires or is sold, iemminated or exercised; or if hedge
designation is revoked. If the hedged fem is cne for which the effective
mterest rate method s used. any cumulative adjusiment is amortised to
profit or loss oser the life of the hedged item wsing a recalculated
effective interest rate.

Cash fiow hedge -in A cash fiow hedge. the effective portion of the gain or
loss on the hedging mstrument is recognised n other comprehensive
ncome and the ineffective portion in profit or loss. When the forecast
transaction results in the recognition of a financial asset or financial
Eability, the curnuiative gain or loss is reclassified from equity fo profit or
loss in the same pericds in which the hedged forecast cash flows affect
profit or loss. Otherwise the curmulatve gain or loss is removed from
equity and recognised in profit or loss at the same time as the hedged
tramsaction. Hedge accounting is discontinued if the hedge no longer
meets the criferia for hedge accountings if the hedging instrument expires
or is sold, terminated or exercised; if the forecast transaction is no longer
expected to ocour; or if hedge designafion is revoked. On the
discontinuance of hedge accounting (except where a forecast transaction
is no longer expected to cccour), the curmulative unrealised gain or loss is
reclassified from equity to profit or loss when the hedged cash fiows
occur or, if the forecast transacion resulis in the recognition of a financial
asset or financial liability, when the hedged forecast cash fiows affect
profit or koss. Where a forecast fransaction is no longer expected to
occur, the cumulative unrealised gain or loss is reclassified from equity to
profit or loss immediately.

Hedige of net imvesiment in a foreign gperstion - in fhe hedge: of a net
mwestment in a foreign operation, the portion of foreign exchange
differences arising on the hedging instrument determined to be an
effective hedge is recognised in other comprehensive income. Amy
ineffeciive portion is recognised in profit or loss. Mon-derivative financial
Eabiliies as well as derivatives may be the hedging instrument in a net
investment hedge. On disposal or parfial disposal of a foreign operation,
the amount accumulated in equity is reclassified from equity fo profit or
loss.
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24 Share-based compensation

The Group operates a number of share-based compensafion schemes
under which it awards RBSG shares and share options to its employees.
Such awards are generally subject to wvesting conditions: conditions that
vary the amount of cash or shares to which an employee i entitled.
‘festing conditions include service conditions (requiring the employee to
complete a specified period of service) and performance conditions
{requiring the employee to complete a specified penod of service and
specified perfiormance famgets to be met). Cther condifions to which an
award s subject are non-westing conditions (such as a requirement fo
sawve throughout fhe vesting penod).

The cost of employee semvices received in exchange for an award of
shares or share opfions granted is measured by reference to the far
value of the shares or share options on the date the award is granted and
takes into account non-vesting conditions and market performance
condifions (conditions related to the market price of RBSG shares): an
award is treated as vesfing imespective of whether any market
performance condition ar nen-vesting condition is met. The fair value of
opfions granied is estmated using valuation techniques which
mocorporate exercise price, term, nsk-free interest rates, the cument share
price and its expected volatility. The cost is expensed on a siraight-ine
basis ower the westing period (the pericd during which all the specified
vesting condifions must be satisfied) with a comesponding increase in
equity in an equity-setiled award, or a comesponding Eability in a cash-
settled award. The cost is adusted for vesfing conditions (other than
market performance conditions) so as to reflect the number of shares or
share opfions that actually west.

If an award is modified, the criginal cost confinues to be recognised as
there had been no modification. Where modification increases the fair
value of the award, this increase is recognised as an expense over the
maodified vesiing percd. A new award of shares or share oplions is
treated as the medification of a cancelled award if, on the date the new
awand s granted, the Group identifies them as replacing the cancelled
award. The cancellation of an award through failure to meet non-westing
condifions iriggers an immediate expense for any unrecognised elerment
of the cost of an awand.

3. Cash and cash equivalents

In the cash flow statement, cash and cash equivalents comprises cash
and dieposits with banks with an original maturity of less than three
manihs topether with short-term highly liquid imresiments that are readiy
convertible to known amounts of cash and subject to insignificant risk of
change in value.

26. Shares in Group entities

The Bank's investments in its subsidiaries are stated at cost less any
mpairment.

Critical accounting policies and key sources of estimation
uncertainty

The reported results of the Group are sensitive fo the accounting policies,
assumptions and estmates that underie the preparation of its financial
staternents. UK company law and IFRS require the directors, in preparing
the Group's financial statements, o select suitable accounting policies,
apply them consistently and make judgements and estimates that are
reasonable and prudent. In the absence of an apphcable standard or
interpretation, 185 B "Accounfing Policies, Changes in Accounfing
Estimates and Emors’, requires management to develop and apply an
accounting policy that results in relevant and reliable information in the
ght of the requirements and guidance in IFRS dealing with similar and
related issues and the IASE's "Conceptual Framework for Financial
Reporting'. The judgements and assumptions invobeed in the Group’s
accounting policies that are considened by the Board fo be the most
important to the portrayal of its financial condition are discussed below.
The use of estimates, assumptions or models that differ from those
adopted by the Group would affect its reported results.

Pensions

The Group operates a number of defined benefit pension schemes as
described in Mobe 4 on the accounts. As described in Accounting policy 5,
the assets of the schemes are measured at their fair value at the balance
sheet date. Scheme Eabilites are measured using the projected unit
credit method, which takes account of projected eamings increases.
using actuarial assumptions that give the best estimate of the future cash
flowrs that will arise under the scheme liabilties. These cash flows are
discounted at the interest rate appiicable fo high-guality corporate bonds
of fhe same cumency and term as the Eahilities. Any recognisable sumpius
or deficit of scheme assets over Eabilites is recorded in the balance sheet
as an asset (surplus) or liabdty (deficit).

In determining the value of scheme liabilities, financial and demographic
assumptions are made induding price inflation, pension increases,
eamings growth and the longevity of scheme members. A range of
assumptions could be adopted in vakuing the schemes' liabiies. Different
assumptions could sagnificantly alter the amount of the suplus or defict
recognised in the balance sheet and the pension cost charged to the
mcome statement. The assumptions adopied for the Group's pension
schemes are set out in Mote 4 on the accounts, together with sensitivities
of the balance sheet and mcome staterment to changes in those
assumptions.

A pension asset of £285 million and a liabifity of £2,550 milion were
recognised on the balance sheet at 31 Decernber 2014 (2013 - asset
£214 million, liabdity £3, 183 milkon; 2012 - asset £144 milkon, liabdity
£3,8:54 million).
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G dhwill

The Group capitalises gocdwil arsing on the acquisition of businesses,
as discussed in Accounting policy 6. The camying value of goodwill as at
‘3 December 2014 was £6,255 milion (2013 - £10,130 mifion; 2012 -
£10,423 milcn).

Goodwill is the excess of the cost of an acquired business over the fair
value of ifs net assets. Goodwill is not amorised but is tested for
impairment annually or more freguently if events or changes in
circumstances indicate that it might be impaired.

Impairment tesfing in accordance with Accounting policy B abowe
mherently involves a number of udgmental areas: the preparation of cash
flows forecasts fior penods that are beyond the normal requirements of
management reporting: the assessment of the discount rate appropriate
io the business; estimation of the fair value of cash-generafing units; and
the valuation of their separable assets. The sensitivity of the assessment
o changes in assumptions is discussed in Mote 18 on page 238,

Provisions for liabilities

As sef out in Note 23, at 31 December 2014 the Group recognised
provisions for liabiliSes in respect of Payment Protection Insurance, E789
million {2013 - £826 milkon; 2012 - £885 million), Interest Rate Hedging
Products, £424 million (2013 - £1,077 million; 2012 - £876 million),
foreign exchange invesfigations, £320 million (2013 and 2012 - nil),
LIBOR imvestigations, nil (2013 - £418 million; 2012 - £331 millicn) and
other reguiatory proceedings and litigation, £1,955 million (2013 - £2,113
milion; 2012 - £284 million). Provisions are liabiiies of uncertain fiming
or amount, and are recognised when there is a present oblgation as a
result of a past event, the outfiow of economic benefit is probable and the
ouffiow can be estimated reliably. Judgement is invohved in determining
whefher an obligation exists, and in esfimating fhe probability, timing and
amiount of any cutflows. Where the Group can look to another party such
as an insurer to pay some or all of the expenditure required o setfle a
provision, any reimbursement is recognised when, and only when, it is
virtually certain that it will be received.

Fayment Frofecion Insurance - the Group has established a provision for
redress payable in respect of the mis-selling of Payment Protection
Insurance policies. The prowision is management’s best estimate of the
anficipated costs of redress and related adminisiration expenses. The
determination of appropriate assumptions fo underpin the provision
requires signficant judgement by management. The principal
assumptions underlying the provision together with sensitivities to
changes in those assumplions are given in Note 23,

[nferest Rale Heolging Froducts - following an indusiry-wide review
conducted in 2012 in conjunction with the Financial Services Aufhority
{now being dealt with by fhe Financial Conduct Authority (FCAJ), the
Group agreed to provide redress to customers in relafion to certain
interest rate hedging products sobd to small and medium-sized
busnesses classified as retal clients under FSA rules. There remain
uncertamnties ower the eventual cost of redress, including any
consequential loss claims. Estimating the liablity depends on a number
of assumptions. These are discussed in Note 23,

Frowvisions for ligafion - the Group and members of the Group are party io
legal proceedings in the United Kingdom, the United States and other
urisdictions, ansing out of eir normal business operations. The
measurement and recognition of liabities in respect of litigation imches
a high degree of management judgement. Before the existence of a
present oblgation as the result of 3 past event can be confirmed.
nurmercus facts may need to be established, involving extensive and
time-consuming discovery. and novel or unsettied legal questions
addressed. Once it is determined there is an obligation, assessing fhe
probability of economic outflows and estimating the amount of any liabdity
can be very difficuli. In many proceedings, it is not possible to determine
whefher any loss is probable or to estimate the amount of any loss.
Furthermaore, for an individual matter, there can be a wide range of
possible outcomes and often it is not practicable fo quantify a range of
such outcomes. The Group's outstanding litigation is perodically
assessed in consultation with extemal professional advisers, where
appropriate, o determine fhe likelihood of fhe Growp incuming a liabdity. A
detaled description of the Group’s matenal legal proceedings and a
discussion of the nature of the associated uncertanties are given in Note
3.

Tax confngencies - determining the Group's income tax charge and its
provisions fior income taxes necessarily nwolves a significant degree of
estimation and pudgement. The tax treatment of some fransactions is
uncerian and tax computations are yet to be agreed with the tax
authonites in a numiber of jurisdictions. The Growp recognises anficipated
fax Eabilities based on all available evidence and, where appropriate, in
the light of exdemal advice. Any difference between the final cutcome and
the amounts provided will affect current and defemad income fax assets
and Eabilities in the period when the mafter is resohved.

Deferred tax

The Group makes provision for deferred fax on temporary differences
where tax recognifion occurs at a different time from accounting
recognition. Defered tax assets of £1.510 million were recognised as at
1 December 2014 (2012 - £3,435 million; 2012 - £3,068 million).

The Group has recognised defemed tax assets in respect of losses,
principally in the UK, and temporary difierences. Defemed tax asseis are
recognised in respect of unusad fax losses and ofher temporary
differences to the extent that it is probable that there will be future LIK
taxable profits against which the losses and other iemporary differences
can be utilised. The Group has considered the carmying value of the
defemed tax asset as at 31 December 2014 and concluded that it is
recoverable based on future projections. Defered tax assets of £3,778
million {2013 - £2,723 million; 2012 - £1,285 million) have not been
recognised in respect of tax losses and other temporary differences
where the availability of future taxable profits is uncertain. Further details
about the Group's defemed tax assets are given in Mote 24,
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Loan impaimment provisions

The Group's koan mpaiment provisions ane established fo recognise
mcurred impairment losses in its portfolio of leans dassified as loans and
receivables and camied at amortised cost in accordance with Accounting
policy 16. A loan is impaired when there is objective evidence that events
since the loan was granted have affected expected cash fiows from the
loan. Such objective evidence, indicative that a bomoswer's financial
condition has deteriorated, can include for loans that are indiidualy
assessed the mon-payment of interest or principal; debt renegotiation;
probable bankrupicy or liquidation; sagnificant reducion in the value of
any secarity; breach of Bmits or covenants; and deienorating trading
performance and, for collectively assessed portfolios: the bormowers'
payment status and observable data about relevant macroeconomic
MEISUres.

The impaimment loss is the difference bebween the camying value of the
loan and the present value of estimated future cash flows at the loan's
original effective inferest rate.

At 31 December 2014, loans and advances to customers classfied as
loans and receivables totalled £306,811 million (2013 - £363,555 million;
212 - £352,501 milion) and customer loan impaimment provisions
amounted to £17,384 million (2013 - £24,233 milkon; 2012 - £20,6083
milion). Customer loan impairment releases in 2014 amounted to £1,316
milion {2013 - £8,172 million losses; 2012 - £5,005 million losses). The
losses in 2013 include loan imparment provisions in respect of loans
fransferred to RBS Capital Resclution Group. These loans are expeched
io be exdted within three years and impaimment provisions in respect of
these loans hawve been reassessed in the Bght of this change in recovery
strategy.

There are two components to the Group's loan imparment provisions:
individual and collective.

Indhvidual cormponert - all impaired loans that exceed specific thresholds
are individually assessed for impaiment. Individually assessed loans
principally comprise fhe Group's portfolio of commercial loans to medium
and large businesses. Impairment losses are recognised as the
difference between the camying value of the loan and the discounted
value of management's best estimate of future cash repayments and
proceeds from any securnity held. These estimates take into account the
customer's debt capacity and financial flexibdity; the level and quality of
its eamings; the amount and sources of cash flows; the industry in which
the counterparty operates; and the realisable value of any security held.
[Estimating the quantum and fiming of future recoveries nvolves
significant judgement. The size of receipts will depend on the future
performance of the bomower and the value of security, both of which wal
be affected by future economic conditions; additionally, collateral may not
be readily marketable. The actual amount of future cash flows and the
date they are received may differ from these estimates and consequently
actual losses incurred may differ from those recognised in these financial
staternents.

Coffective cormpaonert - this is made up of two elements: loan impaiment
provisions fior impaired loans that are below individual assessment
thresholds (colleciively assessed provisions) and for loan losses that
hawe been ncured but have not been separately identified at the balance
sheet date (latent loss provisions). Collectively assessed provisions are
established on a portiolio basis using a present value methodology taking
nto account the level of amears, security, past loss experience, credit
scores and defaulis based on portfolio trends. The most significant
factors in establishing these prowssions are the expecied loss rates and
the related average life. These porifolios include morgages, credt cand
receivables and other personal lending. The future credst quality of these
portfolios is subject to uncertainties that could cause actual credit losses
fo differ materially from reported loan impairment provisions. These
uncertamnties inchude the economic environment, notably interest rates
and fheir effect on customer spending, the unemployment level, payment
behaviour and bankruptcy trends. Latent loss provisions are held against
estimated impaiment losses in the performing portfolio that have yet to
be identfied as at the balance sheet date. To assess the latent loss
within its portfolios, the Group has developed methodologies fo esfimate
the time that an asset can remamn impaired within a performing porfolio
before it is identified and reported as such.

Fair value - financial instruments

In accordance with Accounting policies 14, 18 and 23, financial
instruments classified as held-for-irading or designated as at fair value
through profit or loss and financial assets classified as avalable-for-sale
are recognised in the financial statements at fair value. All derivatives are
measured at fair value.

Fair value is the price that would be received to sell an asset or paid o
fransfer a liability in an orderly fransaction between market participants at
the measurement date. A fair value measurement takes info account the
characterisfics of the asset or liability if market parficipants would take
those characienstics into account when pricing the asset or liability at the
measwement date. It also uses the assumptions that market participants
would use when pricing the asset or Eability. In determining fair value the
Group maximises the use of relevant observable inputs and minimises
the use of unobsenable inputs.

Where the Group manages a group of financial assets and financial
Eabilities on the basis of its net exposure to either market risks or credit
risk, it measures fhe fair value of a group of financial assets and financial
Fabilities on the basis of the price that it would receive to sell a net long
position (i.e. an asset) for a particular risk exposure or to transfer a net
short position (Le. a liabilty) for a particular sk exposure in an orderly
transaction at the measurement date under cument market conditions.

Credit valuation adjustments are made when valung derivative financial
assefs to inconporate counterparty credit risk. Adjustrments are also made
wihen valuing financial liabilities measured at fair value fo reflect the
Group's own credit standing.

Where the market for a financial instrument is not active, fair value is
established using a valuation technique. These valuation techniques
involve a degree of estimation, the extent of which depends on the
instrument's complexity and the availability of market-based data. Further
detals about the Group's valuaticn methodologies and the sensitivity to
reasonably possible alternative assumptions of the fair value of financial
mstruments valued using fechnigues where at least one significant input
5 unobsenable are given in Mote 11 on pages 211 to 222,
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Accounting developments

Intemnational Financial Reporting Standards

A muember of IFRSs and amendments to IFRS were in issue at 31
December 2014 that would affect RBS Group from 1 January 2015 or
later.

Effective for 2013

145 18 'Defined Benefit Plans: Employee Contributions” was issued in
MNowember 2013. This amendment distinguishes the accounting for
employee contributions that are related to service from that for those that
are independent of senvice.

Annual Improvements o IFRS 2010 - 2012 and 2011 - 2013 cycles were
msued in December 2013 making a number of mnor amendments to
IFRS.

Implementation of these changes is not expected o have a material
effect on the Group's financial statements.

Effective after 20135

In July 2014 the 1458 published IFRS 8 'Financial Instrurnents’. IFRS 8
replaces the current financial instruments standard 1AS 38, setting cut
new accounting requirements in a number of areas. First, there are
revisions to the classification and measurernent of financial instruments.
There are new restrictions on the ability to account for financial assets at
ameortised cost and a prohibition on the bifurcation of embedded
derivatives from financial assets. Accounting for financial liabilites is
largely unchanged except for the freatment of changes in the fair value of
Fabilities designated as at fair value through profit or loss atiributable fo
own credit risk; these are recognised in other comprehensive income.
Secondly. there are amended requiremenits for hedge accounting
designed to align the accounting more closely to the risk management
framework and remove or samplfy some of the nile-based requirements
of IAS 38 The basic mechanics of hedge accounting: fair value, cash
flows and net imresiment hedges are retained. Finally, there is a new
approach to credit impaimment provisions mosing from [AS 36°s incurmed
loss model o an expected loss model. An expected loss model will result
in the recognition of credit impaiment losses. earier than an incumed loss
modal. Subject io EU endorsement, IFRS 8 is applicable for periods
beginning on or after 1 January 2018,

IFRS B makes major and fundamental changes to accounting for financial
mstruments. The Group is confinuing its assessment of its effect on the
Group's financial statements.

IFRS 15 ‘Revenue from Contracts with Customers' was issued in May
2014, K will replace IAS 11 "Construction Confracts'. 145 18 ‘Revenue’
and several Interpretations. Contracts are bundled or unbundled into
distinct performance chligations with revenue recognised as the
chligations are met. It is effective from 1 January 2017

“Accounting for Acguisitions of interests in Joint Operations” issued in
May 2014 amends IFRS 11 “Joint Amrangements” to clarify that the donor
of assets and liabdities o a joint operation should hold its continuing
mterest i them at the lower of cost and recoverable amount. The
effective date is 1 January 2016.

“Clarification of Acceptable Methods of Depreciation and Amorisation’
issued in May 2014 amends 1AS 16 'Property, Plant and Equipment’ and
145 38 ‘Intangible Assets’ requiring amortisation to be based on the
consumption of an asset, introducing a rebuttable presurmption that this is
miot achieved by an amortisation profile aligned to revenue. The effective
date is 1 January 2016.

Annual Improwements to IFRS 2012 - 2014 cycle was issued in
Septernber 2014 making a number of minor amendments to IFRS. lis
effective date is 1 January 2016

Amendments to IFRS 10 "Consobdated Financial Statements', IFRS 12
"Disclosure of Interests in Other Enfities’ and |AS 28 ‘Investments in
Associates and Joint Ventures' were issued in Septernber 2014 to darify
the accounting for sales between an investor, its associate or joint
ventures, and in Decemiber 2014 to clarify the appication of the
invesiment entity consoldation exception. The effective date of these
amendments is 1 January 2018,

An amendment to 1AS 1 Presentafion of Financial Statements’ was
issued in December 2014 to clanfy the application of materiality to
financial statements. lis effective date is 1 January 2016

The Group is assessing the effects of these new standards
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MNotes on the accounts

1 Met interest income

04 M3 A2
£m Em Em
Leans and advances o customers 12,143 12,887 13,424
Leans and advances o banks 358 481 513
Diebt securities 304 [ift] 1,085
Interest receivable ) 12 805 14,151 15,109
Customer accounts: demand deposits 59 a5e 743
Customer accounts: savings deposits Tig 1,281 1518
Custormer accounts: ofher time deposits are a3 T45
Deposits by banks BS i 302
DCiebt securities in issue TEB 1,104 1,780
Subordinated liabiities 1262 1,305 1,125
Internal funding of trading businesses B ar 235
Interest payable 3030 5,521 523
Met interest income 8,668 8,830 3,588
188
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MNotes on the accounts

2 Non-interest income 4 3 a2
£m Em £m
Fees and commissions receivable
Payment sernvices BET 1,078 o
Credit and debit cand fees Bx2 aae 28
Lending (credit faciliSes) 1242 1,278 1,248
Brokerage 318 g 450
Immesiment management 342 85 405
Trade finance 268 243 185
Other 23 335 540
42320 4,588 4747
Fees and commissions payable {B42) (EBZ) (4T
Income: from trading activifies ¢
Foreign exchange 368 805 587
Interest rate 58 4808 1,584
Credit 451 1,206 TE#S
Changes in fair value of own debt and derivative liabilties atributable to own credit
- debt securities in issue 44 133 [1,471)
- derivative liabilities (77 (84) {302y
Equities and other 48 121 ki
1,180 2,360 1,285
Gain on redemption of own debt Li] 162 454
Other operating income
Operating lease and cther rental income arg 483 ar
Changes in the fair value of own debt designated as at fair value through profit or loss atiributable
fo own credit risk @
- debt securities in issue (@) (35) (1,906)
- subordinated Eabilities [i]] (33 (133)
Other changes in the fair value of securities and other financial assets and liabiifies designated as at
fair value through profit or loss and related derivatives 53 (44 Td
Changes in the fair value of invesiment properties (25) (281) (148)
Profit on sale of securities BET G2 1,584
Profit on sale of property, plant and equipment 138 36 18
Profit on sale of subsidiares and associates (30) 178 150
Dividend income ¢2) ) 63 212
Share of profits of associated entites 1 (1] (5)
Other income i4) Py | a4 382
1,078 1,387 1,127
Hﬁumﬂnummmm aciivies s based an how fhe business |5 arganised and the underying sks managed. Income from rading achiies comprises gaims and kossss. on fnancal
InFtruments hekd for frading, bot reallsed and unrealised, Interest income and dividends and the relaied funding cosés. The fypes of nsnaments iInchude:
- Foneign ewrchange: spot foneign exchange contmacts, Cumency saaps and options, smenging markets and reiated hedges and funding.
- Inlzrest rales inizrest rale swaps, forward forsign exchanges conracts, Torsand iz agreements, interest rabe cplions, Inferest rbe futures and related hedges and funding.
- Credit azset-bocked seoaiies, conponie bonds, credl desvathes and relaled hedges and funding.
- Equies and oiher: squities, squly dervalives and retalsd hedges and funding. Commodilies: commodiy conmacts and related hedges and funding.
(2 Measured as the change in tair waiue from movements in e year in fhe credit sk premium payshie by the Group.
{3 Dhidend income Inchdes £179 million In 2012 artsing from In Tellow of the RES Group and consegquentty subject in the RES Grouy's capiial management pollcy {see Note
o] fuhm Income from acthities oiver fhan banking.
1849

355/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

MNotes on the accounts

3 Operating expenses
24 2013 M2
£m Em £m
Wages, salaries and other staff costs 4722 4,804 5448
Social security costs ] 414 484
Share-based compensation 43 49 124
Pension costs.
- defimed benefit schemes (see Nobe 4) 450 504 524
- curtailment and settlement gains (see Nobe 4) — 3 [38)
- defimed contribution schemes B3 61 16
Staff costs 5,683 5,828 8,547
Premises and equipment 2058 1,984 1,784
Other adminisirative expenses 4,381 6,530 4804
Property, plant and eguipment (see Mote 18) [l T4 254
Intangible assets (see Mote 18) 262 363 481
Diepreciation and amortisation o] 1,108 1,415
Wirite-down of goodwil and other intangible assats (see Note 18) 523 42% 5
13,552 15,885 14,618
Other adminisirative expenses include: ®  The UK bank levy, which was charged at a rate of 0.158% on
*  Payment Protection Insurance costs, Interest Rate Hedging chargeable Eabilities in excess of £20 billion, and amounted to £250
Products redress and related costs, and other litigation and conduct million for 2014 (2013 - 0.13%. £200 million; 2012 - D.0BE%:, £175
costs. Further details are provided in Note 23. million.
Integration, restructunng and divestment costs
Included in operafing expenses are the following ntegration, restructuring and divesiment cosis.
Discontinued
] Fremizes Cther Depreciation Comtnuing cperaions Total
£m £m Em £m £m £m Em
Restructuring
14 261 266 na 3 TEBE 103 M
M3 173 =i} 130 Li] 405 16 421
a2 i74 126 210 142 1,062 {2 1,060
Divestment
014 120 3 33 — 356 — 356
M3 ] 2 7 — — 185
2 111 {2) g2 — 171 — 171
Integration
14 — — — — — — —
M3 — 1 1 — 2 — 2
2 — 3 2 — ] — 5
100
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MNotes on the accounts

The average number of persons employed, rounded to the nearest hundred, by the Group during the year, excuding termporary staff. was 84,200 (2013
- E7.000; 2042 - 89,800); on the same basis there were 18,200 people employed in disconfinued operations (2013 - 18.200; 2012 - 19,700). The number
of persons employed by the Group at 31 December, excluding temporary staff, was as follows:

Gnoup

014 T 2012
UK Personal & Business Banking 26,700 28,500 30,400
Uister Bank 4400 4,700 4400
Perscnal & Business Banking 31,100 33,200 34 800
Commercial Banking 6,100 7.000 8,700
Private Banking 3400 3,500 3400
Commercial & Private Banking B.500 10,500 10,100
Corporate & Institutional Banking 3,200 4,100 4300
Cenire 10,000 10,800 10,700
RCR 50D nia nia
MNon-Ciore nia aon 1,300
Senices 26,8600 27,800 27 500
Total 51,200 87,100 838,700
UK 63,400 68,700 T1.200
usa 2,000 2,300 2,500
Europe TADD 8,200 8.100
Rest of the Warld 2400 7,900 8,800
Tofal B1,200 87,100 83 700

*Restaled
There were 17,400 people employed in discontinued operations at 31 December 2014 (2013 - 18,000; 2012 - 18,400).

Share-based payments
As described in fhe Remuneration report in the RBS Group Annual Report and Accounts 2014, the RBS Group grants share-based awards to

employess principally on the following bases:

fusard plan _Elgibie empioyees _Malure of smand (1} _vesiing condifons (2)  Sxtiemen
Sharesave UK, Republic of Ireland, Oplion to buy shares under - Continuing employment or leavers in 2015 te 2020

Channel Islands, Gibraltar | employes savings plan certain circumsiances

and Iske of Man
Dieferred performance Al Awards of ordinary shares  Continuing employment or leavers in 2015 to 2018
awards certain circumstances
Leng-term incentives @) Senior employees Awands of conditional Continuing employment or leavers in 2018 to 2020

shares or share opfions certain circumsiances andior achievement
of performiance conditions

MNotes:

(1) Aweards are equity-s=tied uni=ss Inf=mational compentity is better served by cash-sefied owands.
(2 Al awarcs bave westing concdiions and frensfons some may nok vest,
() LongH=em incenfves include the Execufive Share Opfion Fian, e Long-Term incenve Fian and the Medium-Tem Fedomance: Flan,

Sharesave o Y 2013 a1z
Awmrage Shares Aymmpge Shares Aumrage Shares
=peycine prce uncer oplion Eecise price unier option Eeencise price under option
E (i) E il £ il
At 1 January 200 a2 286 57 336 4
Granted 343 12 206 13 240 4
Exercised 24 (6) 2.36 — 237 —
Cancelled 261 (17} 338 (B} ] (21)
At 31 December 285 51 2.80 A2 286 LT
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3 Operating expenses continued

The fair value of options granted in 2014 was determined using a pricing
model that ncluded: expecied volatility of shares determined at the grant
date based on histoncal volatlity over a period of up o seven years;
expected option ees that equal the vesting pericd; no dividends on
equity shares; and risk-free interest rates determined from UK gilts with
terms matching the expecied lives of the options.

The strike price of options and the far value on granting awards of fully
paid shares is the awverage market price over the five frading days
preceding grant date.

Deferred performance awards
i

Opbions are exercisable within six months of westing; 1.8 million options
were exercisable at 31 December 2014 (2013 - 1.3 milion; 2012 - 0.2
milion). The wesghted average share pnce at the date of exencise of
options was £3.65 (2013 - £3.38; 2012 - £2.78). At 31 December 2014,
exercise prices ranged from £2.33 to £30.27 (313 and 2012 - £2.33 0
£38.27) and the average contractual life was 3.7 years (2013 - 3.5 years;
212 - 3.8 years). The fair value of opticns granted in 2014 was £18
milsion {2013 - £25 million; 2012 - £28 million].

X2

iahoe 2t Shares “iabue ot Shares Walue ot Shares
grant smarced grank amarced grank anarced
Em frnllior) Em irmlllon) Em fmillon]
At 1 Janusary 180 55 281 73 756 181
Granted a1 85 113 3d 141 50
Forfeited 248) 7 48] {14) (28] {25)
Vested {170) {51} [148) (40} {538) {143)
CFiG awards 21) (i} — — — —
At 31 December 272 a5 180 55 261 T3
The awards granted in 2014 vest evenly ower the following three anniversaries.
Long-term incentives
) HHE M2
Wale ‘Ehares Oplions. value at Shares Oplions sue ot Shares Cpliors
at grant awarded over shares. grant amarded over shanes grant awarded over shanes
£m fmillion] {rnillion] Em rnilion) {rmillion] Em rmllior: milion}
At 1 January 320 B 13 375 83 20 M5 5 k1)
Granted T2 e — 108 35 — 157 it} —
Exercised (&1} (14 {5) {51) {11) (3 (15) 4] (1)
Lapsed {B5) {22 i1 {112 {2E) i) {112 (15 {18)
CFIG awards {32y {11) — — — — — —
At 31 December 214 %] T 320 04 13 375 a8 20

In conjunciion with the Iniial PubSc Ofiering of Citizens Financial Group,
Inz. (CFG), incentive awards of ower 11 million RBSG shares and a
convertible bond were replaced with awards of over 3 million CFG shares
hawing the same market value.

The market value of awards exercised in 2014 was £44 million (2013 -
£37 milion; 2012 - £10 million). There are vested options owver 7 million
shares exercisable up to 2018 (2013 - 13 milien; 2012 - 18 million).

At 31 December 2014, a provision of £1 million had been made in respect
of 0.1 million options over shares that may be cash-settled (2013 - £1
miillicn in respect of 0.1 millicn share awards; 2012 - £1 million in respect
of 0.1 million share awards and 0.3 million cptions over shares).
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4 Pensions
The Group sponsors 3 number of pension schemes in the UK, and
OVETSESS.

The Rioyal Bank of Seotland Group Pension Fund (the Main scheme”)
operates under UK trust law and is managed and admmistered on behalf
of its memibers in accondance with the terms of the frust deed, the
scheme nules and UK legislation (principally the Pension Schemes Act
1993, the Pensions Act 1295 and the Pensions Act 2004 ). Under LK
legislation a defined benefit pension scheme s required to mest the
stabutory funding objective of having sufficient and appropriate assets to
cower its liabilities. Pension fund trustees are reguired toc prepare a
staternent of funding principles; obtain regular actuarial valuations and
reports; put in place a recovery plan addressing any funding shortfall; and
send regular summary funding statements to members of the scheme.

The Main scheme corparate frustee is RBS Pension Trustee Limited
(RBSPT). a wholly owned subsidiary of National Wesiminster Bank Plc.
RESPT is the legal owner of the Main scheme assets which are held
separately from the assets of the Group. The Board of RESPT comprises
four trusiee directors nominated by members selected from eligible actve
staff and pensioner members who apply and six appointed by the Group.
The Board is responsible for operating the scheme in ne with is formal
rules and pensions law. [t has a duty to act in the best interests of all
scheme members, mcluding pensicners and those who are no longer
employed by the Group, but whao sfill hawe benefits in the scheme.

Sirmiar gowemance principles apply to the Group’s ofher pension
schemes, although different legislative frameworks apply to the Group's
oweErseas schemes.

Principal actuarial assumpfions (weighted average)
Discount rate

Expected return on plan assets

Rate of increase in salanes

Rate of increase in pensions in payment

Infiation assumpticn

The Main scheme acoounting for 87% (2013 - 88%; 2012 - B5%) of the
Group's refirement benefit obligations, was dosed to new enfrants in
2006. Sance 2009, pensionable salary increases in the Main scheme and
cerain other UK and Irish schemes hawve been limited to 2% per annum
or CP inflation if lower. Also with effiect from 1 October 2012, the nomal
pension age for future benefits was increased to &5 unless members
elected to make a confribution to maintain a normal pension age of 60,

The Group's defined benefit schemes generally provide a pension of cne-
sixieth of final pensionable salary for each year of service prior to
retirernent up to a maximum of 40 years. Employess making additional
coniributions can secure additional benefits.

Since October 2008, new UK entrants may join The Royal Bank of
Secofland Retrement Savings Plan, a defined contribufion pension
scheme.

The Group also provides post-retirement benefits ofher than pensions,
principally through subscriptions to private healthcare schemes in the UK
and fhe S and unfunded post-retirement benefit plans. Prowision for the
costs of these benefits is charged to the income statement over the
awerage remaining future senvice lives of eligible employees. The
amoaunts are not material.

There is na contractual agreement or policy on the way that the cost of
The Royal Bank of Scotland Group defined benefit pension schemes and
healthcare plans are allocated to the Bank. The Bank therefore accounts
for the changes it incurs as payments o a defined confribution scheme.

Interim valuations of the Group's schemes under [A5 18 "Employes
Benefits' were prepared at 31 December with the support of independent
actuaries, using the following assumpdions:
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4 Pensions continued

Discount rate

The Group discounts its defined benefit pension obfgations at discount
rates determined by reference fo the yield on ‘high quality’ corporate
bonds.

The stering yiekd curve (applied to B1% of the Group's defined benefit
obligations) is constructed by reference to yields on "AA" corporate bonds
from wiich a single discount rate is derived based on a cash flow profile
similar in struchure and duration to the pension obligafions. Significant
judgement s required when sefting the criteria for bonds to be included in
the population from which the yield curve is derived. The criteria incdude
issue size, quality of pricing and the exclusion of outliers. Judgement is
also reguired in determining the shape of the yield cunve at long
durations: a constant credit spread relative o gilts is assumed.

Discount rates for other currencies are derived using a variety of
methodologies. In the case of US dollar defined benefit obigations, a
matching portfolio of high-guality "AA’ corporate bonds is used for the first
30 years' cash flows; cash flows beyond 30 years are discounted using a
yield curve determined in a similar way to the UK. For euro defined
benefit obligations, a similar approach to the UK has been used at 31
Diecember 2014. However, at longer durafions, rates are derived by
extrapolating yields on ‘A" and ‘AAA corporate bonds to derive equivalent

Major classes of plan assets as a percentage of total plan assets % ; %
Cuoted assets
Quoted equites
- Consumer indusfry 65 4.3 4.4
- Mamufacturing indusfry 28 4.1 .0
- Energy and ufilities 27 3.8 4.4
- Financial insfifutions a5 38 4.4
- Technology and felecommunications 38 47 53
- Other 4.8 3T .5
Private equity 38 4.4 4.7
Index-linked bonds 268 283 28.7
Government fived interest bonds &0 22 2.9
Corporate fixed interest bonds 166 18.6 18.5
Unguoted assets
Corporate and other bonds 20 18 1.5
Hedge funds 15 5.1 2.5
Real estate 65 4.0 4.3
Dervatives Ba 28 2.0
Cash and other assets T.3 7.1 6.0
Equity exposure of equity futures 18 BD B4
Cash exposure of equity futures {1.8) {77} [8.4)
100.0 100.0 100.0

The assets of the Main scheme, which represent 83% of plan asseis at

31 Decerber 2014 (2012 and 2012 - B5%), are invested in a dversified
portfolio of guoted and private equity, govemment and corporate fced-

mterest and index-linked bends, and other assets including property and
hedpe funds.

The Main scheme also employs denvative insiruments, where
appropriate, o achieve a desired asset class exposure or to match
assets more closely io liabilties. The value of assets shown reflects the
actual physical assets held by the scheme, with any desivative holdings
valued on a mark-to-market basis.

194
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The Main scheme’s holdings of dervative instruments are summarisad in the table below:

2m4 23 a2
Fair walus Maotional Fair vaiue Hectional Fair ualue

amounls Azzets Lisbites amouris Assets Linbillies amounis Aszets Lisbites

£m £m &m £m Em £m £m £m Em

Infiation rate swaps B4ET 73 45 3273 258 141 5474 20 5
Irterest rate swaps 23,858 6,055 3305 22,108 3233 2,867 18,304 3424 281
Total retum swaps 161 1 — 187 1 — 515 i —
Cumency swaps TE2 3 1 2194 813 720 2530 L ¥ i 259
Credit default swaps k] 427 435 200 13 16 Toe 11 12
Equity and bond futures oep 14 2 1.004 I 2 2,108 16 17
Currency forwards B.562 2 — 9,182 ili] — B.551 41 —
Equity and bond call opfions T.362 BAG 43 4.102 108 63 063 - —
Equity and bond put opfions 7408 1 a1 4,071 11 BD 063 13 k]l

The investment strategy of other schemes is simiar to that of the Main
scheme, adusted to take account of the nature of liabisties, risk appetite
of the trustees, size of the scheme and any local regulatory constraints.
The use of derivative instrurnents cutside the Main scheme is not
material.

Swaps are part of the management of the inflation and interest rate
sensitivity of the Main scheme liabilties. They have been executed at
prevailing market rates and within standard market bid'offer spreads. The
majority of swaps are with The Royal Bank of Scotland ple and Mational
Westminster Bank Pz (the "banks™). At 31 December 2014, the gross
noticnal walue of the swaps was £24, 163 million (2013 - £31,064 rmilion;
2012 - £28,541 million) and had a net positive fair value of £2,433 million
{2012 - £824 million; 2012 - £370 millicn).

Collateral is required on all swap transactions with those between the
banks and the Main scheme on tarms that do not allow the banks to re-
hypothecate. The banks had debvered £2,908 million of collateral at 21
December 2014 (2013 - E633 million; 2012 - £521 milion]).

Ordinary shares of the company with a fair value of £2 million (2013 and
2012 - £4 million) and other financial mstruments issued by the Group
with a value of £2_ 172 million (2013 - £418 million; 2012 - £810 millicn)
are held by the Main scherme.

Postretirernent mortality assumptions (Main scheme) M4 M3 M2

Lengevity at age 80 for current pensioners (years)

Males 280 276 7.

Females 30,0 20.5 282

Lengevity at age 80 for future pensicners cumently aged 40 (years)

Males B3 2B.68 204

Females 316 0.8 31.0
1495
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4 Pensions continued

Present salus
Fairualus of defined
iof [k benefk Mt pension
aszEls obligations detich
Changes in value of net pension deficit £ Em £m
At 1 January 2013 26,358 30,068 3710
Cumency translation and other adjustments (8 2 10
Income statement
Net interest expense 1172 1,314 141
Current senvice cost ar6 T
Less: direct contributions from other scheme members (5) (5)
Past service cost 1 i
Gains on seftlements (3] (3
1.173 1,883 510
Statement of comprehensive income
- Riefurn on plan assets above recognised interest mcome 1,067 — {1.087)
- Experience gains and losses — (177) (177}
- Actuarial gains and losses due to changes in financial assumpiions — 503 503
- Actuarial gains and lesses due to changes in demographic assumpticns — 238 238
1.087 654 (443)
Transfers from fellow subsidiaries 4 B
Confributions by employer BT (817
Confributions by plan parficipants and other scheme members 14 14 —
Benefits paid (B81) [BET) —
At 1 January 2014 28,471 31,445 2874
Curency translation and other adjustments {63) (B} [23)
Income statement )
Net interest expense 1,314 1,418 105
Current service cost 356 356
. Past service cost 2 2
1314 1,777 483
Statement of comprehensive income )
- Risfumn on plan assets above recognised inerest mcome 5171 — {8.171)
- Experience gains and losses — {18) (18}
- Actuarial gains and losses due to changes in financal assumplions — 4,784 4,700
. - Actuanial gains and losses due to changes in demograghic assumptions — 480 480
5171 5271 100
Confributions by employer 1.063 (1,063)
Confributions by plan parficipants and other scheme members 5 ] —
Benefits paid (1,029) {1.026) —
Transfers to disposal groups (524) 7e0) {196)
At 31 December 2014 34,2341 36,506 2255
M4 M3 2012
Met pension deficit comprises £m Em £m
et assets of schemes in surplus (included in Prepayments, accrued income and other assets, Mote 20) (X85) (214) {144)
Met Babilities of schemes in defict 2,550 3,188 3,854
2,265 2,974 3,710
M4 3 2012
£ Em £m
Confimuing operations 458 a01 433
Discontnued cperations 4 ] (14}
463 510 474
196
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The defined benefit obligation is attributable o the different dasses of

The weighted average duration of the Main Scheme's defined benefit
scheme members in the following proportions (Man scheme):

obligation at 21 Decernber 2014 i 20.0 years (2012 - 18.0 years; 2012 -

182 years).

M4 213 M2

% % %

Active 18.8 18.5 23.3
Dieferred 41.0 B4 324
Pensicner 402 42.1 43.3
100.0 100.0 100.0

rop

e FE 22 011 20

History of defined benefit sehemes £m Em Em Em £m
Fair value of plan assets A 28471 26,358 23,330 21,687
Present value of defined benefit obligations 36,508 31,445 30,068 25,994 3877
et deficit 2,255 2,074 3,710 2,184 2,180
Experience gains{losses) on plan liabiities 18 177 (202) (224) (851)
Experience gains on plan assets 5171 1,087 476 312 1831
Actual return on pension schemes assets 6,465 2,270 1,862 1973 3,000
22.8% 3.8% 7.0% 1% 16.0%

Actual return on pension schemes assats - %

Triennial funding valuation

In May 2014, the triennial funding valuation of The Royal Bank of Scotland Group Pension Fund was agreed which showed that the value of the
Fabilities exceeded the value of assets by £5.8 billion at 31 March 2013, a ratio of 32%. To eliminate this deficit. RS Group will pay annual

contributions of 2650 million from 2014 to 2016 and £450 million (indexed in line with infiation) from 2017 to 2023. These contributions are in addition to
regular annual contributions of approximately £270 million in respect of the ongoing accnual of benefits as well as contbributions to mest the expenses of

running the scheme.
The table below sets out the sensiivities of the pensicn cost for the year and the present value of defined benefit obiigations at 31 December toa
change i the principal actuanial assumplions:
{Derreaseyincnease I pension cost for pear {Derreaseyincrease In obigation at 31 Demember
24 2m3 M2 2014 013 M2
Em £m £m Em Em £m
025% increase in the discount rate T (80) (80} (1,685) (1,379) (1,382)
0_25% increase in inflation a3 58 i 1,334 1,000 1,128
0:25% additional rate of increase in pensions in payment 49 43 45 1,107 344 T82
025% additional rate of increase in defermed pensions 24 | 23 478 383 342
0.25% additional rate of increase in salaries 12 12 2 131 110 125
42 33 38 1,053 am T27

Lengevity increase of one year

Pension costs and liabilties are calculated on the central assumpbions
and under the relevant sensitivity scenarios. The sensitivity to pension
costsiliabilities is the diference befween these calculations.

The sensitivity analysis presented above may not be representative of the
actual change in fhe pension cost or defined benefit obligation as itis
unlikely that the changes in assumptions would occur in isolation of one
another as some of the assumptions may be comelated.
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3 Auditor's remuneration
Amiounts paid o the Group’s auditors for statubory audit and other senices are set out below:
Gnous
o 2013
Em £m
Fees payable for the audit of fhe Group's anmual accounts 6r 54
Fees payable to the auditor and its associates for other services to fhe Group
- the audit of the Bank's subsidiaries pursuant to legislation 104 B.2
Total audit and audit-related assurance semnvice fees 17.1 14.8

Feas payable to the auditor for non-audit sensces are disclosed in fhe consolidated financial statements of The Royal Bank of Scotland Group ple.

6 Tax Grp
F.o 2013 M2
Em £m £m
Current tax
Charge for the year {275 {237) (288)
Owerljunder] provision in respect of prior years 75 (50) 50
{200} (2BT) (248)
Dieferned tax
(Charge)icredit for the year (355) 4849 425
Reduction in the camying value of deferred tax assets (1.472) (701) (203)
{Under)iover provision in respect of prior year {6) 182 25)
Tax charge for the year {2,033) (307} (51)
The actual tax change differs from the expected tax (charge)’ credit computed by applying the standard rate of UK, corporation tax of 21.5% (2013 -
Z325%; 2012 - 24.5%) as follows:
M4 3 2012
£ Em £m
Expected tax (charge)icredit (517 1,713 1,063
Losses in year where no deferred tax asset recognised {11) (6T0) (263)
Foreign profits taxed at other rates 100 (122) (262)
UK tax rate change impact (1) — [338) {152)
Unrecognised timing differences 3 (8) 5
Non-deductible goodwill mpaiment {23) (49) (10}
tterns not allowed for tax
- losses on disposal and wite-downs {19 (18] [ 38y
- LK bank lewy 54) (47} 43)
- regulatory and legal action (182) (144) (23)
- other disallowable items (148) (177} (218}
Mon-tavable items
- gain on sale of RBS Aviation Capital — — 21
- gain on sale of WorldPay (Global Merchant Services) — ar —
- other non-taxable iterns 3T T4 55
Taxable foreign exchange mowements {13 12 k|
Losses brought forward and ulilised 218 — —
(Reduction)increase in camying value of deferred tax asset in respect of:
- UK losses (8:50) [701) —
- U5 losses and temporary differences (775) — —
- Ireland losses 153 — (203)
Adjustments in respect of prior years (@ i} 132 25
Actual tax charge {2.033) (307} (51}
Mactes

(1) In r=cent years the UK Qosemment has sieadily reducesd The mie of UK coporation s with the latest mies now standing a2 21% with effect from 1 Apll 2044 and 30% with eTect Som 1 Apdl 2045,
The closing defenned taor azsefs and Iablifes hase besn aiosiabed In accordance wilh the mles enacied at The kalanoe sheet dale.

2 Prior year fax Inciude of fax In respect of sinuchr Hons and o rnefimct fane © In the UK and oeerseas.
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T Profit atributable fo preference shareholders

Group

M4 M3 2012

£m Em £m

MNon-cumulative preference shares of US50.01 43 40 41
MNon-cumulaiive preference shares of €0.01 1B 18 17
Total &1 53 53

[ s
§1) Befwesn 1 January 2MS and the date of approensl of these acoounts, dividends amouning o LIS 0 million haves been declaned In respect of equity prefenence shanes for pagment on 31 March
2Ms.

B Ordinary dividends
The Bank did not pay an erdinary dividend in 2014, 2013 or 20122

9 Loss dealt with in the accounts of the Bank

As permitied by section 408(3) of the Companies Act 2008, no income statement for the Bank has been presented as a primary financial statement. OF
the loss attributable to ordinary shareholders, £2, 119 million loss (2013 - £1,257 million loss; 2012 - £838 milion boss) has been dealt with in the
accounts of the Bank.

1549
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10 Financial instruments - classification
The following tables show the Group's financial assets and liabilities in accordance with the categeries of financial instruments in 1AS 38. Assets and
Eabilities putside the scope of IAS 38 are shown separately.

- m
a3 o far vake Ciner
Heigfor-  ifvough prot Hedging Avaliatie  Loansand  Heifdo Smodised  Francs assshw
trading ofloss desvalhes  dor-sale recehabies  manurdy o8l lmases  Nabiilies Total
e £m £m £m £m £m £m £m Em Em £m
Assets
Cash and balances at central banks — — — T3BE3 — 73,883
Loans and advances fo banks
- amounts due from fellow subsidiaries 872 — — 1,661 — 23313
- [ENETSE MEpOS 18,128 — — 2578 — 20704
- ofher i) 11483 — — 10,0&8 — 1,551
Loans and advances fo customers
- amounts due from holding comgpany
and fellow subsidiaries — — — 122 — 1223
- NEWENSE MBpOS 43,18 — — bEg — 43987
- ofher 22,830 &1 — 3ME19 — 4118 .82
DCebt securities () 48,128 1 27540  3D6E 4537 84374
Equity shares 4724 240 e ] — — 5203
Settlement balancas — — — 4710 — 4710
Desivati
- amounis due from helding comgpany
and fellow subsidiaries 2,738 — 27
- ofher 6,877 5,167 251,844
Intangible assets 7.7ES 7.785
Praperty, plant and equipment 6,123 6,123
Deferred tax 1,510 1.510
Prepayments, accrued income and other assets 4413 4413
Assets of disposal groups ) ) ) ) 81033 81033
400,380 02 5187 37770 402BED 4537 4,118 100,344 1045129
Liabilities
Deposits by banks
- amounts. due io fellow subsidiares e 1 3,868 4203
- repos 23,990 — T4 24784
- ofher @) 25,234 — 8624 34,858
Custormer accounts
- amounis due io holding company — — 5,843 5843
-repos 35,085 — 1,365 37,350
- ofher g 15,48 471 3207 351,808
DCiebt securities in issue =) 6,487 9,607 25802 41,924
Setilement balances — — 4 468 4483
Short positions 23,028 — 23023
Deerivatives
- amounis due io holding company
and fellow subsidiaries 2,005 — 2005
- ofher 45 524 3254 244,778
Accruals, defemed income and other
liabiliies — — 1815 10447 12282
Retirement benefit liabilities 2,550 2550
Deferred tax 236 35
Subordinated liabiities
- amounts due fo holding company — — 18,638 198,838
- ofher — 345 10485 10,830
Liabiltties of disposal groups 71,284 71284
477,520 14684 3204 415,880 — B451T BE5855
Equity 48,171
1,045,129

[For the notes to this table refer io page 203.
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e
Cesgraked
a5 ak fair valus Cither
Held-for-  Through profi H=cpng Ayalable- Loars and Amorfised Firance s
trading or loss derivalives for-zals racabaaiies Cost e [ Total
3 Em Em Em Em Em £m £m £m £m
Assets
Cash and balances at central banks — — — 70,883 7983
Loans and advances fo banks
- amounis. due from fellow subsidiaries 3773 — — 11,285 15,058
- FEWETSE MEpOS 25,781 — — A58 26,438
- ofher iy 8,278 —_ — 15,707 24 588
Loans and advances fo customers
- amounis due from helding comgpany
and fellow subsidiaries — — 1,820 1,820
- [ENETSE MEpOS 40,807 — — — 40,897
- other 18,848 48 — 381835 8,750 387583
Diebt securities () 56,258 14 40,882 3,742 100,586
Equity shares 6,983 33 gaz — 8273
Sattlement balances — — — 5,834 5534
Deerivatives
- amounts due from holding company
and fellow subsidiaries 3413 — 3413
- other 281,855 4,335 285,580
Intangible assets 12,352 12,352
Property, plant and equipment 7060 7808
Dieferned tax 3435 3435
Prepayments, accrued income and
other assats 5004 5004
Assets of disposal groups T80 T80
455,388 A7d 4,335 41,084 480574 8,750 30,347 1,019.834
Liakilities
Deposits by banks
- amounts due fo fellow subsidiaries 435 10 2,018 2463
- repos 23121 — 5.4 812
- ofher @ 18,908 — 15,178 34,083
Customer accounts
- amounts due fo holding company 46 — 5181 507
- Fepos 52,300 —_ 4,157 50457
- ofher i 0,838 5,882 395,142 410,840
Diebt securities in isswe = 8,570 14,908 38,178 58,748
Sattlement balancas — — 5,245 5.245
Short positions 28,004 — 28,004
Deriuati
- amounis due to holding company
and fellow subsidiaries 2,586 — 2588
- ofher 280,428 3,118 2B3.547
Accruals, defemed income and other
liabilities — — 1,758 19 12875 14753
Retirement benefit liabiliies 3,183 3,183
Dieferred tax 189 184
Subordinated liabfities
- amounis due io holding company —_ —_ 18,825 18,825
- other — 358 12,851 13,308
Liabilities of disposal groups 3210 3210
424,035 21,228 3,118 503,108 19 19,582  E71,088
Equity 43 885
1,019,834
[For the notes to this table refer to page 203.
2
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10 Financial instruments - classification contnued

S
Designaied
s ak fair walue Cther
Heiior-  fhrough profe Heigng  Awadable- Loars and Amorised Firance sk
trading or loss dervalives for-sale recetiabies Cost 117~ IabiF=s Total
12 Em_ Em_ Em_ Em_ Em_ £m &m_ Em £m
Assets
Cash and balances at central banks — — — 74,524 T4.524
Loans and advances fo banks
- amounts due from fellow subsidiaries 4401 1 — 17473 21875
- [ENETSE MBS 33,388 — — 1,058 34444
- ofher i) 12,022 — — 13,728 5,748
Loans and advances o customers
- amounts. due from holding company
and fellow subsidiaries k]| —_ — 1,835 1,808
- NEWETSE MEpOs. 70,010 — — 33 70,043
- ofher 24,474 189 — 381,033 7.232 432 58
Diebt securities () 77,030 aa7 54,581 4,297 138,585
[Equity shares 12,311 484 1,077 — 13872
Sattlement balances — — — 5717 5717
Diesiugti
- amounis due from holding comgpany
and fellow subsidiaries 7,200 — 7200
- other 420,888 B.213 437 801
Intangible assets 12.403 12.403
Property, plant and equipment it ek
Dieferned tax 3,088 3,068
Prepayments, accrued income and
offer assets. G104 @, 104
Assets of disposal groups 304 304
A70,555 1,371 8,213 55,038 500604 7,232 31571 1,.284.374
Liakilities
Deposits by banks
- amounts due fo fellow subsidiaries 2,188 — 3,875 6,083
- Fepos 36,3681 — T.ea2 443713
- ofher @) 20,505 — 22,3809 51,874
Customer accounts
- amounis due io holding company
and fellow subsidiaries 123 — 5,055 5,078
- repos 82,213 — 5,784 By BT
- ofher i) 11,314 6,323 407,785 475422
Dielbt securifies in isswe =) 10,320 22,183 50,275 83278
Sattlement balances — — 5832 54832
Short positions 27,541 —_ 2754
Deriati
- amounts due o holding company
and fellow subsidiaries 5,580 — 5,580
- other 420,363 3,042 430,505
Accruals, defemed income and other
liabilities — — 1,884 12 10,331 12,027
Retirement benefit liabiliies 3854 3854
Dieferned tax TED TS
Subordinated liabiities
- amounts due fo holding company — — 18,184 18,184
- other — 538 15,120 15,667
Liabilities of disposal groups 135 135
g32,508 20, (44 3,042 04,534 12 15,108 1,224,840
Equity 50475
1,284,274
For the notes to this table refer to the following page.
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368/469



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

MNotes on the accounts

The abowe includes amounts due from/io:

Groun
204 FAjE] 2012
Hoiding Felra Hoiding Feliow Holding Feliow
company subsidaries COMpany sutsidianes COMpany subsklares
Em Em £m Em £m £m
Assets
Loans and advances io customers ] 386 1,480 130 1.455 411
Dierivatives a0 2,708 5 3,380 ¥ 7,183
Liabilities
Custormer accounts 5,843 — 5207 — 507 1
Derivatives 178 1,826 15 2,433 211 5,089

Mot

(1) InCludes items n the course of coileciion Som ofher banks of £380 millon {2013 - £1,454 million; 2012 - £1,531 millon).

() DCeiod s=curiies balances wits Group companiss ars shown on pages 123 1o 126,

(3) Inchades llems in fhe course of ransmission to olver banks of £51.3 millon (2013 - E526 millon; 2012 - E521 millon).

) T carying amoum of clfer Cisiomer accouds desigraled 23 at ol el HVCaugh st or oa 15 5432 mllon (2313 - §412 i, 2012 - £205 il Righer than ine prncipal amount. Mo
amounts hme mﬂlnmwuhmhmummm“uuu 3 e change In tair walus from movernents. in the
period In the crek sk premkam

= mmnmmmﬂdmmmqn: E57,035 millar, 2012 - £79,555 milion] and certiicates of capcsit and ofer commencial paper of £4,236 millan (2043 - £2,711
rellilon; 2042 - £3,713 millan).

Amiounts included in the conscolidated income statement

roup
M4 213 2012
£m £m £

Gains/(losses) on financial assets/liabiities designated as at fair value through profit or loss

- continuing operations 43 (E:8) (1,873
{Losses)igains on disposal or settlement of loans and receivables.

- continuing operations (X38) (137) 1

- discontinued operafions (43 (6] (TT)
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10 Financial instruments - classification continued
The following tables show the Bank's financial assets and financial Eabilities in accordance with the categonies of financial instruments in |AS 39, Assets
and liabilities cutside the scope of IAS 30 are shown separately.

Eank
Designaizd [
a5 akfair valus firancial
Helffor-  roughproff Heoging  Amilsbie  Loansand Heidblor Amorfsed  Finance assety
trading orioss dehalves  forsale recelables maumy Ccost eases  labiles Total
e £m Em Em £m £m Em. Em. £m Em £m
Assets
Cash and balances at ceniral banks — — — TDA52 T0.852
Loans and advances fo banks
- amounts due from subsidiaries 2,172 —_ —  2286T 24,830
- [ENETSE MBpOS 12,71 — — 2030 148
- other i 11,070 —_ —  41m 15241
Loans and advances fo customers
- amounts due from holding comgpany
and subsidiaries 11,8582 —_ 8 28535 41,186
- NEWENSE MBpOS 30,976 — — oED 3845
- ofher 22,845 G0 — 121,888 43 144,838
DCebt securities () 38,210 —_ 24725 18122 4537 87504
Equity shares 4714 40 126 — 4880
Imvesiment in Group undertakings _ _ —_ —_ 38,857 38857
Setflement balances — — — 33 338
Deerivatives
- amounts due from holding comgpany 0,268 — 9.288
and subsidiaries
- ofher METIT 3,830 350,557
Intangible assets o7 17
Property, plant and equipment 1976 1878
Dieferred tax 733 733
Prepayments, accrued income and other assets — — — — — 2203 23
401,225 100 3,830 24860 274715 4537 43 45,686 B44 900
Liabilities
Deposits by banks
- amounts due io subsidiaries 3,567 ] 117,813 121,489
-repos 21,254 — T4 2048
- other 3 24,824 — 6.0 30,213
Customer accournts
- amounis due io holding company
and subsidiaries 2381 26419 29,240
- repos 32328 — 1,364 33,600
- other i 15,035 681 S4L.E70 110,588
Diebt securities in issue 45 6,487 8,850 21,208 38,743
Settlement balances — — 3084 3028
Short pesitions 16,580 — — 18,590
Desivati
- amounis due io holding company 6,585 — 6,585
and subsidiaries
- other 46,078 2033 - 343,182
Accruals, deferred income and other Eabilites — —_ 1.143 4470 5822
Retirement benefit liabilities — 182 192
Dieferred tax — — —
Subordinated liabiities
- amounis due io holding company — — — 18.535 18.535
- oiher — M5 — 8,600 3,845
475 568 0,985 2,033 300,138 — 4,671 782443
Equity 52,553
E44 908

[For the notes to this table refer o page 207.
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Earit
Deesigrmied Hon
as ot fair vakee Tinanda
Heifor-  Hhrough prost Hedging  Avalmbie  Loansand  Amoised  Finance assels
frading or hoss derteattees forsae  recevabies Cost  le;ses  [abilles Total
3 £m £m £m £m Em Em £ Em £m
Assets
Cash and balances at central banks — — — T57EZ 75,782
Loans and advances fo banks
- amounis. due from subsidiaries B.142 — — 32068 41,110
- [ENETSE MEPOS. 18,684 — — 427 18,111
- ofher i) 8278 — — B.268 17,547
Loans and advances fo customers
- amounts due from holding comgpany
and subsidiaries 20,529 — 3 2408 40,045
- NEWETSE MBpOS. 24 851 — — — 24,851
- other 18,525 48 — 13z,168 35 — 150,778
Dielbt secunties @ 34412 458 X251 28208 — 8237
Equity shares. 6,549 107 245 — — 7.3
Imvesiment in Group undertakings — — — —_ 42328 42,323
Sattlement balances — — — 3402 — 3482
Derivati
- amounts due from holding comgpany
and subsidiaries B.pET — 8,847
- ofher 280,300 3613 283,813
Intangible assets 1.127 1,127
Property, plant and equipment 2,284 2134
Dieferned tax 2,208 2293
Prepayments, accrued income and other assets ) — — — — 3,246 3,240
430,437 Bi2 3613 28504 311,733 35 51,283 B2V
Liakilities
Deposits by banks
- amounis due fo subsidiaries 4183 ra] 128,887 133,215
- repos 16,189 — 3,588 18,787
- ofher @) 18,601 — 8,880 7.2
Customer accounts
- amounis due io holding company and subsidianes 12.550 435 34,354 47,289
- Fepos 2351 — 3,400 27021
- ofher i) .50 B8 108,710 118,133
Diebt securifies in isswe = 8,570 14,083 28,805 51,538
Sattlement balances — — 2,274 2374
Short positions 17,688 — — 17,888
Dieriati
- amounts due fo holding company and subsidianes 5675 — 5,675
- ofher 281078 1,763 — 282,832
Accruals, deferred income and other Eabilities — — 1,124 6,077 720
Retirement benefit liabilities 65 a5
Dieferned tax
Subordinated liabiities
- amounis due io holding company — — — 18,388 18,3849
- oiher — 258 — 10,309 11,187
T EBS 15,785 1,763 350,340 6142 771,885
Equity 54,322

[For the notes to this table refer to page 207.
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10 Financial instruments - classification continued

Earit
Desigraied man
2 b talr valus financial
HeldHor-  hmugh prof Hegng  Awmbable- Loares and Amortized s
trading orimss derivalves forsme  recehables Cost IabiHes Total
012 Em Em Em Em Em £m £m £m
Assets
Cash and balances at central banks — — — 70,374 70,374
- amounis. due from subsidiaries 711 1 — 58,550 85871
- [ENETSE MEpOS. 25,504 — — — 25504
- ofher i) 12,15 — — 6,291 18,308
Loans and advances io customers
- amounis due from helding company and
subsidiaries 18,254 — 12 35,202 55488
- [ENWETSE MEpOS. 42 872 — — 23 42905
- ofher 23,585 134 — 140,357 173,084
Diebt securities () 42,888 1,242 43,058 35,247 122,447
Equity shares 12,278 274 214 — 12,788
Imvestment in Group undertakings 40,182 40282
Settlement balances —_ —_ — 3,080 3,080
Diesiugti
- amounis due from holding comgpany
and subsidiaries 14,853 14853
- other 428,261 6,824 434 885
Imtangible assets 1.0:33 1033
Property, plant and equipment 2430 2430
Dieferred tax 2878 24878
Prepayments, accrued income and other assets 4433 4433
428,802 1,851 6,024 43,285 350,183 51,038 1,080,871
Liabilities
Dieposits by banks
- amounis due fo subsidiaries 6,387 B4 123,145 130,129
- repos 27,4008 — 8,078 E<ET
- other 20,087 — 18,783 45,880
Customer accounts
- amounts due fo holding company and subsidiaries 18,800 5a7 05,525 84502
-repos 37,460 —_ 4,727 42,187
- ofher g 11,288 1,024 116,832 129,155
Diebt securities in issuwe = 10,820 21,220 39,454 71484
Settlement balances —_ —_ 2,878 24878
Short positions 14,074 — — 14074
Derivati
- amounis due io holding company and subsidianes 8,321 — 83
- other 428,082 1,748 43083
Accruals, deferred income and other Eabilites — —_ 1,108 G248 7355
Retirement benefit liabilities 58 5
Dieferred tax
Subordinated liabiities
- amounts due fo holding company — — 18,184 18,184
- other — 536 12,813 13451
503,438 23,433 1,748 — — 407835 G305 1.032.581
Equity 58,110
1,080,871
[For the notes to this table refer to the following page.
anh
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The abowe includes amounts due from/io:

Eank
28 I3 FoiiF]
Hoiding Feloaw Huoiding Selow Hoiding Friioa
company  subsidaries  Subsidares company  subsidares  Subsidiariss oompany  subsidiariss  Subsidlries
Em £m £m Em Em Em £m £m £m

Assets
Loans and advances io banks — 3370 21460 — 16,871 25,439 — MA&T 43,794
Loans and advances fo customers oze @ 40,180 1,400 130 48,325 1.455 280 53.723
Dervatives o) 2708 6,530 53 3,358 5,556 ¥ 7.188 7780
Liabilities
Dieposits by banks — 12452 108037 — 273 130481 — 5015 125111
Custormer accounts 5,043 — 233y 5207 — 42,182 50T 1 T9.214
Derivatives 178 1,620 4,580 163 2433 3,080 211 5068 3T
Pactas

Inchudies i inihe course of colleciion thom ofher banks of £337 milllon {204 3 - £345 million; 2012 - 303 millkon).

=

() Debé seoyriies balances with (rous oompankss are shown on page 125,

(2] Inchdes llzms In fhe course of ransmission o olfer banks. of £3657 milllon (2013 - E348 millon; 2012 - E53 milllon].

4] The canrying amount of mmmumuxummmumtmmmm3 EEE milllon; 202 - E43 millien) higher than the pencipal amount. Ko
amounts have been secognised In proft or ioss for changes In credit fsk associalsd wiln fess IabiEes 5 the o ane immalerial a5 e change In fair vaiue from movements In the
period In the osdl risk prermhem payable.

5] Comprises bonds and medium lems notes of £35,577 millon {2013 - £, 657 millor; 2002 - EBS, 530 million) and cerfcries of deposit and oher commencial paper of £1,226 millon 2093 - £1,84

milllon; 22 - £2.554 millon].
The tables below present information on financial assets and liabities that are offset in the balance sheet under IFRS or subject to enforceable master
nefling agreements only, topether with financial collateral received or given.
Group

Eftert of master et amount afier
netting agreements e effectof neting
and simiiar Cash  Ctherfnanda amangements and
ames IFR3 ofesl  Balance shesl amanpaments collaleral coilateral refated colimaral
014 Em Em Em £m £m £m Em
Assets
Dlerivatives 580,718 (245.418) 245,208 {286,158) (32,629) (7.005) 9,508
Rewverse repurchase agreements 85,392 {30,822) 4,570 {5018) — {50, 505) £l
Loans to customers 281 (2.821) — — — — —
Settlement balances 204 (1,897) ' — — — a7
891,123 {281,158) 400,085 {301.172) (32,828) (88.510) 0,854
Liabilities
Deerivatives 584,581 (241,235) 2326 {286,158) (30,015) (14.433) 2722
Repurchase agreements 01,887 {30,822) 61,065 (5.018) — {58,040) —
Customer accounts 7104 (7. 104) —_ —_ —_ —_ _
Setilement balances 1,808 {1,807 1 — — — i
685,550 (281,158) 404,302 (301.172) (30,015) (70482 273
207
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10 Financial instruments - classification continued

aroup
Efied of masisr Pt amount aher
FEENg BgraETEn fhe =t of neting
and similar Cash  Cfherfnanda amangemens and
Gross FREofst  Baianoe shest AmAngETES collalzral colatera refaied collzbera
13 £m £m £&m £m £m £&m £m
Assets
Dierivatives 48,743 (265, 708, 283,034 (242 486) (23,847) 5.880) 10,881
Reverse agreements 115715 (40,658) 75,057 {11,378) — (83,580) a0
Loans to customers 2,152 (2.153) — — — — —
Setflement balances 2,050 (2672) 276 (262 — — 18
BADSB0  (311,101)  35B 360 {254,127} {23,867) (89 574 10,226
Liakilities
Deriuatives 543,303  (DB2BES)  28073B {242 486 {24,540) {8.257) 5,455
Repurchase agreements 120,638 (4D,658) 78,951 {11,378) — {63,602) -
Custormer accounts 5,206 (5.208) — — — — —
Setilement balances 4,006 (2.672) 1.3 (262) — — 1,072
B73.244  (311181) 362053 {254,127} (24,540 {78,854 8,527
Mz
Assets
Deriuatives E01520  (373.448) 428072  (374.180) {33 558) {5,620) 14,704
Rewverse repurchase agreements 117,153 (38,377) TBTTE (17 433 — {81,337) —
Setflement balances 3,880 {2,458) 1294 {345) — — 279
922353 (4147281)  50B072  (3B1ET4) {33,558) {86,957) 15,583
Liabilities
Derivatives T80 808 (373.448) 423 4680 [374,180) (30,297) {11,702) 7271
Repurchase agreements 108,885 {38,377) BE,508 (17 433) — {51,088) —
Setflement balances 4270 {2,458) 1814 {345) — — 1,483
B038.083 [414,281) 403, TE2 (301,074) (30,207) {82,771) 8,740

and
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Bark
Effect of mastes
m=ting apre=mants =t amoa after
and similar Cash  Cher finanda fhe effect of neliing
Grss FREofset  Balance sheei and
24 Emi £mi Em £ £m £ Em
Assets
Derivatives 505032  (M5413) 350,519 {289,930) (32.618) (8,878) 10,835
Rewverse repurchase agreements 81,851 (14.851) 46,700 (4.751) — 41,848) _
Loans to customers 28 (2,821} — — — — —
Sattlement balances 228 (158) T2 — — — T2
800,732 [263.441) 387,281 (204,581) (32,618] {43,827) 11,087
Liabilities
Deerivatives 588,299 (241.230) 7,169 (256,930) (30,015) (14,433) 2,7
Repurchase agreements 80,820 (14.851) 54,889 (4,751) —_ {48.013) —_
Custormer accounts 7104 (7.104) — — — — —
Sattlement balances 156 [158) — — — — —
685,270 (263.441) 401,833 (204,581) (30.015) (64,351) 2,791
M3
Assets
Derivatives BA3_BE1 (265,488) 288,375 (244 508) (23,867) (5.6B0) 14120
Reverse repurchase agreements BB ET2 {17,151) 42,71 (7.318) —_ {35.402) —
Loans to customers 2152 {2.152) — — — — —
Sattlement balances 2 {82) — — — — —
E15.847 (2B84,851) 331,094 (251,817) (23,887) {41.382) 14,120
Liabilities
Deerivatives B D02 (262.432) 283,570 (244 50E) (24,540) {B8.257) 6175
Repurchase agreements. B2 120 {17,151) 44 880 (7. 318) — {37.8:50) —
Custormer accounts 5200 {5.208) — — — — —
Sattlement balances 2 {82) — — — — —
613,380 [284,851) 328,538 (251,817 (24,540) {45.807) 8,175
Mz
Assets
Derivatives 816278 (373,204) 443,014 (3TEE14) [33,440) (5,816) 24,144
Reverse repurchase agreements 83,018 (10,097) 72,821 (14.7E2) — (58,158) —
Sattlement balances 515 {472) 43 [43) — — —
BEGA {383,833] 516,078 | 3B4.619) [33,440) {83,775) 24,144
Liabilities
Dervatives B06.043 (373,204) 432,778 (ITEE14) (24,583) (8,204) 20,104
Repurchase agreements. 838,820 (10,097) TE.823 (14.762) — (82,081) —
Sattlement balances 515 [472] 43 [43) — — —
883,478 {383,833] 508,645 (304 619) (24,583) {70,325) 20,108
234
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10 Financial instruments - classification continued
Reclassification of financial instrument

In 2014, UK Government bonds with a fair valwe of £3.6 bilion were reclassified from available-for-sale (AFS) to held-to-matunty (HTM)L In 2008 and
2008, the Group reclassified fimancial assets from held-for-trading (HFT) and AFS categones into loans and receivables (LAR) and from HFT into AFS.

The tables below show the carmying value, fair value and the effect on profit or loss of these reclassifications.

‘Grep
Amount recogrissd i

AT that Redution!
Income siatement et hawe beem fncrease] in
Impairment  recognised had pomit of loss.
camying Fair owses  recessiicafon a3 8 resk of
e walus Income releazes motoccused  reciassficabion
M4 £m Em £m £m Em £m
Reclasssfied from HFT to LAR
Loans a7 561 A\ (78] 65 108
Dieht securities. B35 TET [18) — 128 147
1,506 1,348 15 (78] 184 255
Reclassified from HFT to AFS )
Dieht securities. B4 B4 ¥ — T —
Reclasssfied from AFS to HTM @
Dieht securities. A.H25 3,766 Li-23 — a7 (1)
5,185 5178 80 (78] 268 254
M3
Reclassified from HFT to LAR
Loans 1417 1,160 [2B) (13) 2 83
Dieht securities 1,284 a8z (23} 3 (B8] (GE)
2,701 2,062 (51} (10) (48] 15
Reclassified from HFT to AFS (1)
Dieht securities. &2 g2 S 1 45 10
Reclassified from AFS to LAR @
Dieht securities — — & T — {11}
2,763 2,114 [13) (2] {1} 14
M1z
Reclasssfied from HFT to LAR
Loans 2,882 2,546 42 5 8T 480
Dieht securities 1.548 1,232 (107) 2 184 283
4,440 3,778 (B5) 13 701 753
Reclasssfied from HFT to AFS 1)
Dieht securities. ae1 am A 8 13 [33)
Reclassified from AFS to LAR @
Dbt securities 167 a0 ¥ — T —
5,488 4,768 (20} 21 721 TH
Pictas
(1) M 2013 - E51 milllon; 2012 - £77 millon) wers faken b AFS reseves.
{# E155 millon would hare been fken o AFS reserves F reclessficaion had not oocoumed.
(3] E1 millon In 2013 and 2012 would haee been taken o AFS nesenses B redassfcafion had not ooouned,
&1
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The table below shows the carmying value and fair walue of reclassifications undertaken by the Bank in 2008 and 2009 and 2014.

Bark

204 I3 M2
Camying Fair Camying Fair Carying Fair
Wl value aalue walue walLe wale
Em Em B Em Em Em
Reclassified from HFT to LAR
Loans 488 80 1.207 o84 2555 215
Diehi securities 8335 Tar 1,284 BE2 1,548 1,232
1,31 1177 2,401 1,856 4,103 3447
Reclassified from HFT to AFS 1)
Dieht securities. a4 a4 62 ivd 8o 2o
Reclassified from AFS to LAR @
Dieht securities. — — — — 187 a0
Reclassified from AFS to HTM @
Dieht securities 3,825 3,788 — — — —
5,020 5,007 2,553 1,918 5,181 4,423
Pagtas

§1) Wil {203 - E51 million; 2012 - E77 milllon | was taken fo RS reserees.

) E1million In 2013 and 3012 would fave: been aken 0 AFS reserses I reclassification had not ooosmed.

{2 E155 milllon weouid rave been taken io ARS reserees I reciassfication kad nof oocumed.

11 Financial instruments - valuation

Valuation of financial instruments carried at fair value

Condrol environment

Common valuation policies, procedures, frameworks and models apply
across the Group.

The Group's confrol environment for the determination of the fair value of
financial instrurnents includes formalised protocols for the review and
vabdafion of fair values independent of the businesses entering into the
transactions. There are specific confrols to ensure consistent pricing
poliches and procedures, ncorparating discipined price verfication. The
RES Group ensures that appropriate attention is given io bespoke
transachons, structured products, illiquid products and other instruments
wihich are difficult to price.

A key element of the control environment is the independent price
venfication {IFV) process. Valuations are first performed by the business
wihich entered into the transaction. Such valuations may be directly from
awalable prices, or may be derived using a model and vanable model
mputs. These valuations are reviewed, and if necessary amended, by a
team independent of those trading the financial instruments, in the light of
awailable pricing evidence.

IPV diffierences are classified according fo the guality of independent
market chsendables inta [PV qualty bands linked to the fair value
hierarchy principles, as laid out in IFRS 13 'Fair Value Measurement.
These differences are classified info fair value levels 1, 2 and 3 (with the
valuafion uncertainty risk increasing as the levels rise from 1 o 3) and
then further classified into high, medium, low and indicative depending on
the quality of the independent data available fo validate the prices.
aluations are revised if they are outside agreed thresholds.

IPV takes place at least monthly, at month end date, for exposures in the
regulatory frading book and at least guarterly for exposures in the
regulatory banking book. Monthly mestings are held between the
business and the support functions to discuss the resulis of the IPY and
pricing reserves. The IPY control ncludes formalised reporting and
escalation of any valuation differences in breach of established
thresholds. The Pricing Unit determines |PY policy, monitors adherence
fo that policy and performs additional independent reviews of highly
subjective valuation issues.

Valuation models are subject to a review process which requires different
lewels of model documentation, testing and review, depending on the
complexity of the model and fhe size of the Group's exposure. A key
element of the coninol environment for model use s a Medelled Product
Review Committee, made up of valuafions experts from several funclions
within he Group. This committee sets the policy for model
docurnentation, tesfing and review, and prioritises models with significant
exposure for rewiew by the Group's Pricing Model Risk team. Potential
valuafion uncerainty is a key input in detenmining model review priorities
al these meetings. The Pricing Model Risk feam within Risk
Management, which is independent of the trading businesses, assesses
the appropriateness of the application of the model to the product, the
mathematical robustness of the model, and where appropriate, considers
alternafive modelling approaches.

a1
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11 Financial instruments - valuation continued

The CIB and RCR Valuation Control Commiftees mest formally cn a
maondhly basis o discuss independent pricing, resemving and valuation
msues. All matenial methodology changes require review and rafification
by these committees. The committees, which include valuation specialists
representing several independent review functions, comprise Market
Risk, Pricing Model Risk, Finance and senior business representatives.

The Execufive Valuation Committee discusses the issues escalated by
the CIB and RCR Valuations Commitiees and cfher relevant issues
mchuding prudential valuation. This committee covers key material and
subjective valuation issues within the frading businesses and prowides
ratification to the appropriateness of areas with high levels of residual
valuafion uncertainty. Commitiee members include the Chief Financial
Officer, the Financial Cantroller, the Chief Accountant and other senior
meniors with finance and risk.

The CIB Vahsation Committee operates under delegated authority of the
CIB Risk Committee. The CIB Valuation Committes submits a quarterly
paper cowering the key areas that are governed by them to fhe CIB Risk
Committee. Additionally, the CIB Valuation Commitiee may escalate
itiems to the CIB Risk Commitiee on a more frequent basis as
appropriate.

Market risk metrics such as value-atrisk (VaR), incremental Risk Charge
and stressed value-at-risk {SWaR) cover financial instruments in CIE and
RCR. The RBS Group has a framework for quantify those market risks
not adequately captured by standard market risk framework such as VaR
and S\VaR - refer io pages 140 to 144 for details.

aluation hierarchy

There is a process to review and control the classification of financial
instruments inte the three level hierarchy established by IFRS 13. Some
instruments may not easdy fall info a level of the fair value hierarchy and
judgment may be required as to which level the instrument is classified.

Initial classification of a financial nstrument is camied cut by the Product
Condrol team following the principles in IFRS 13. They base their
Judgment on information gathered during the IPY process for instruments
wihich include the sourcing of independent prices and model inputs. The
guality and completeness of the information gathered in the PV process
gives an indication as to the Bquidity and valuation uncertanty of an
instrument.

These initial classifications are reviewed and challenged by the Pricing
Unit and are also subject to senior management review. Particular
attention is paid to instruments crossing from one level fo another, new
mstrument classes or products, mstruments that are generating
significant profit and loss and instruments where valuation uncertainty is
high.

WValuaticn techniques
The Group derives fair value of its instrurments differenily depending on
whefher the mstrument is a non-modelled or a modelled product.

Nor-modefled products

Non-modelled products are valued direcily from a price input and are
typically valued on a posiion by position basis and include cash, equities
and most debi secunties.

ModeRed prociucts

Modelled products walued using a pricing model range in complexity from
comparaiively vanilla products such as interest rate swaps and options
{e.g. interest rate caps and floors) through fo more complex derivatives.
The valuation of modelled products reguires an appropriate model and
mputs inte this model. Sometimes models are also used to derive inputs
{eg. to construct volatility surfaces). The Group uses a number of
modelling methodologies.

Inputs fo valuafion modeds

alues between and beyond available data points are obigined by
interpolation and exirapolation. When utilsing valuation techniques, the
fair value can be significantly affecied by the choice of valuation model
and by underlying assurmpiions conceming factors such as the amounts
and fiming of cash flows, discount rates and credit risk. The principal
nputs fo these valuation techniques are as follows:

*  Bond prices - quoted prices are generally avalable for gowernment
bonds, certain corporate securities and some morigape-related
products.

*  Credit spreads - where available, these are derived from prices of
credit default swaps or other credit based instruments, such as debt
securities. For ofhers, credit spreads are cbiained from pricing
SEMVICES.

*  Interest rates - these are principally benchmark inberest rates such
as the London Interbank Offered Rate (LIBOR), Cwernight Index
Swaps rate (015) and other guoted interest rates in the swap, bond
and futures markets.

*  Foreign curmency exchange rates - fhere are observable markets
both for spot and forward coniracts and futures in the world's major
CUTENCies.

*  Equiy and equity index prices - quoled prices are generally readily
available for equity shares listed on the world's major stock
exchanges and for major ndices on such shares.

*  Commodty prices - many commodities are actvely traded in spot
and fonaard contracts and futures on exchanges in London, Mew
York and other commercial centres.
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*  Price wolafiliies and cormelations - volatility is a measure of the
tendency of a price to change with time. Comelation measures the
degree o which two or more prices or ofher vaniables are obsened
to mowe together. If they mowve in the same direction there is positive
comelation; if they move in opposite directions there is negative
comelation. Violafility s a key input in waluing cptions and the
waluation of certan products such as derivatives with more than one
underlying varable that are comelation-dependent. Volatility and
comelation values are obiained from broker quodations. pricing
senvices or derived from opdion prices.

*  Prepayment rates - the far value of a financial mstrument that can
be prepaid by the issuer or bomower differs from that of an
instrument that cannot be prepaid. In valuing prepayable
instruments that are not gquoted in active markets, the Group
considers the value of the prepayment option.

*  Counterparty credit spreads - adjusiments are made to market
prices (or parameters) when the creditworthiness of the counterparty
differs firom that of the assumed counterparty in the market price (or
parameters).

*  Recovery rates/loss given default - these are used as an input o
waluation models and reserves for asset-backed securities and other
credit products as an indicator of severity of losses on default
Recovery rates are primarily sounced from market data providers or
inferred from cbservable credit spreads.

The Group uses consensus prices for the IPW of some instruments. The
COMSENSUS senice encompasses the equity, interest rate, cumency,
commodity, credit, property, fund and bond markets, prowiding
comprehensive matrices of wanilla prices and a wide selection of exofic
products. CIB and RCR conbribute to consensus pricing services where
there is. a significant interest either from a positional point of view or fo
test models for future business use. Data sowrced from consensus pricing
senvices is used for a combination of control processes including direct
price tesiing, ewidence of chsenvability and model testing. In practice this
means that the Group submits prices for all material positions. for which a
service is available. Data from consensus services are subject to the
same level of quality review as other inputs used for IPV process.

In grder to determine a reliable fair value, where appropriate,
management apples valuation adjustments to the pricing information
gathered from the above sources. The sources of independent data are
rewseswed for quality and are apphed in the IPV process using a formalised
mput quality hierarchy. These aduestments refiect the Group's
assessment of factors that market parficipants would consider in seffing a
price.

Furthermore, on an ongoing basis, the Group assesses the
appropriateness of any model used. To the extent that the price provided
by internal models does not represent the fair value of the instrument. for
mstance in highly stressed market condifions, the Group makes
adjustments to the model valuation to calibrate to ofher available pricing
SOUNCES.

\Where unchsenvable inputs are used, the Group may determine a range
of possible valuations derved from differing stress scenanos fo determine

\When establishing the fair value of a financial instrument using a
valuation technique, the Group considers certain adjustments o the
maodelled price which market participants. would make when pricing that
instrument. Such adjustments include the credit quality of the
counterparty and adjustments o compensate for any known model
Fmitaticns.

Valuation reserves

When valuing financial insiruments in the frading book, adjustments ars
made to mid-market valuations to cover bid-offer spread, bouidity and
credit risk. The following table shows the Group's credit valuation
adjusiments and other valuation reserves.

M4 M3 2012

£m Em Em

Credit waluation adjustments 1372 1,728 3,655

- of wiich mionoline insurers and credit derivative product companies (COPC) 47 a3 2048
Other valuation resenves

- bid-offer 305 2 Tar

- funding valuation adjustrment TDB 424 H52

- product and deal specific 613 753 1,313

1.716 1,888 2852

Valuation resenves 3,088 347 8,307
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11 Financial instruments - valuation continued

Credit valuation adjustments

Credit waluation adjusiments represent an estimate of fhe adjustment to
fair value that a market parficipant would make to incorporate the
counterparty credit risk inherent in dervative exposures. CVA is actively
managed by a credit and market risk hedging process, and therefore
mowvements in CVA are partially offset by trading resenue on the hedges.

The CVA is calculated on a porfolic basis reflecting an estimate of the
amiount a third party would charge o assume the credit risk.

\Where a positive exposure exists to a counterparty that is considered to
be close to default. the CVA is calculated by applying expecied losses to
the current bewel of exposure. Othenaise, expected losses are applied to
estimated poiential fulure positive exposures which are modelled to
reflect the wolaiility of the market factors which drive the exposures and
the comelation between those factors.

Potential future positive exposures arising from vanilla products (including
nterest rate and foreign exchange derivatives, as wel as some inflation
derivatives) are modelled using RBS Group's core counterparty risk
sysiems. The majority of CWA arises on these wandla products topether
with exposures to counterparties which are considered fo be close fo
default. The exposures arising from all other product types are modelled
and assessed separately. The potenfial fubure positive exposure to each
counterparty is the aggregate of the exposures arising on the underlying
product types.

Expected losses are determined from market imphed probabiities. of
default and intemally assessed recovery lewels. The probability of default
s calculated with reference to obsenvable credit spreads and obsenvable
recovery levels. For counterparties where observable data do not exist,
the probability of default is determined from the credit spreads and
recovery levels of similarly rated enfities.

The correlation between exposure and counterparty risk is also
incorporated within the CWA calculation where this risk is considered
significant. The risk primarily arises on credit derivative trades where the
default risk of the referenced entity is comelated with the counterparty
risk. The risk also arses on frades with emerging market counterparties
where the gross mark-to-market value of the trade, and therefore the
counterparty exposune can increase based on weakening of the local
CUmEnCy.

Coflateral held under a credit support agreement is factored into the CVA
caleulation. In such cases where RBS Group holds collateral against
counterparty exposwres, CVA is held io the extent that residual risk
remains.

Bid-offer, liquidity and other reserves

Fair value posifions are adjusted o bid (long positions) or offer (short
positions) levels, by marking individual cash positions directly to bid or
offer or by taking bid-offer resenves calculated on a portfolo basis for
derivatives exposures. The bid-offer approach is based on current market
spreads and standard market bucketing of risk.

Risk data are used as the prmary sources of information within bid-offer
calculations and are aggregated when they are more granular than
market standand buckets. Bid-offer adjustments for each risk facior
({inchuding delta {fhe degree to which the price of an instrument changes
n response toa change in the price of the underlying), vega (the degres
o which the price of an instrument changes in response to the volatlity in
the price of the underlying], comelation (the degree to which prices of
different instruments move together]) are determined by aggregating
similar risk exposures arising on different products. Additional basis bid-
offer reserves are taken where these are charged in the market. Risk
associated with non-idenfical underlying exposures is not netied down
unless there is evidence that the cost of dlosing the combined risk
exposure is kess fhan the cost of closing individual exposures.

Bid-offer spreads vary by maturity and risk type to reflect different
spreads in the market. For positicns where there is no obsenable quote,
the bid-offer spreads are widened in comparison io proxies o reflect
reduced liquidity or cbsenvability. Bid-offer methodologies may also
mcorporate Bguidity tiggers whereby wider spreads are applied to risks
above pre-defined threshelds.

As permitted by IFRS 13, netting is applied on a portfolio basis to reflect
the value at which the Group believes it could exit the portficlio, rather
than the sum of exit costs for each of the porffolic's individual frades. This
s applied where the asset and liabdity posiions are managed as a
portfolio for sk and reporting purposes. For example, netting is applied
wihere long and short risk in fwo different maturity buckets can be closed
ouf in a single market transaction at lower cost than two separate
fransactions (calendar netting). This reflects the fact that to close down
the portfolic, the net risk can be settled rather than each long and short
frade individually.

Vanilla risk on exofic products i typically reserved as part of the overall
portfolio based calculation e.g. delta and vega risk on exotic products ane
inchuded within the delta and vega bid-offer calculations. Aggregation of
risk arising from different models is in line with RBS Group's risk
management practices; the model review control process considers the
appropriaieness of model selection in fhis respect.

Product related risks such as commelation risk, atfract spedific bid-offer
resenees. Additional reserves are provided for exolic products to ensure
owerall reserves match market close-out costs. These market close-out
costs inherently incorporate risk decay and cross-effects (taking into
account how changes in one risk factor may affect ofher inputs rather
tham treating all risk factors independently) that are unikely to be
adequately reflected in a siatic hedge based on vanilla instrurnents.
Where there is Emited bid-offer nformation for a product, the pricing
approach and risk management strafegy are taken into account when

assessng the resene.

The discount rates applied to dervative cash-fiows in detemining fair
value reflect any underlying collateral agreements. Collateralised
derivatives are generally discounted at the relevant OIS rates at an
individual trade level. Uncollateralsed derivatives are discounted with
reference to funding levels by applying a funding spread ower benchmark
interest rates on a portfolio basis (funding valuation adjustment).

14
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Funding waluaiion adjusiment (FVA)

Funding valuation adusiments represent an estimate of the adjustment fo
fair value that a market parSicipant would make o incorporate funding
costs and benefits that arise in relation to uncollateralised derivative
EEPOSUNES.

Funding levels are apphed to estimated potential future exposures, the
modelling of which is consistent with the approach used in the calculation
of CVA relating o Other counterparties. The counterparty contingent
nature of the exposures is reflected in the calculation.

Amiounts defermed on nifial recognition

On mnitial recognition of financial assefs and liabilibes valued using
valuafion techniques incorporating informiafion other than cbsenable
market data, any difference between the fransaction price and that
derived from the valuation technigue is deferred. Such amounts are
recognised n profit or loss over the e of the transaction; when market
data becomes observable: or when the transaction matures or is closed
ouf as appropriate. At 31 December 2014, net gains of £6 million (2013 -
£205 miflicn; 2012 - £150 million) were camied forwand. During the year,
net gains of £40 million (20132 - £137 million; 2012 - £38 million)) were
defered and £138 millien (2013 - £32 milion; 2012 - £44 million) were
recognised n the income statement.

Crwm credit

The Group takes into account the effect of its cwn credit standing when
valuing financial liabities recorded at fair value in accordance with IFRS.
Own credit spread adjustments are made when valuing issued debt held
at fair value, including issued structured notes, and derivatives. An own
credit adjustment is applied fo positions where it is beleved that
counterparties would consider the Group's creditworthiness. when pricing
frades.

For isswed debt and structured notes this adjustment is based on debt
msuance spreads above average inter-bank rates (at a range of tenors).
Secondary senior debi issuance spreads are used in the calculation of
the own credit adjustment applied to senicor debt.

The fair value of the Group's derivative financial liabdities is also adjusted
fo reflect the Group's own credit risk (DVA). Expected gains are applied
fo estimated potential fubure negative exposures, the modeling of which
is consistent with the approach used in calculation of CVA relating to
other counterparties. Expecied gains are determined from market implied
probabilities of default and recovery levels. FVA is considered the primany
adjusiment applied fo dervative Eabilites. The extent to which DVA and
FVA cverlap is eiminated from DVA.

The own credit adjustment for fair value does not alier cash flows, is not
used for performance management, is disregarded for regulatory capital
reporting processes and will reverse over time as the liabifties mature.

The reserve movement between peniods will not equate o the reported
profit or loss for own credit. The balance sheet reserves are stated by
conversion of underlying cumency balances at spot rates for each penod
whereas the income statement includes intra-peniod foreign exchange
selhoffs.

The efiect of change in credit spreads could reverse in future periods
provided the liabdity s not repaid at a premium or a discount.

The curmulative own credit adjustment (QCA) recorded on securities held-

for-trading (HFT), designated as at fair value through profit or loss (DFV)
and derivative liabilities are set out below.

Suboninated
Dbt securties In lisue i) Rabikies

Cumulative own credit adjustment (CR)/DR 1) E |:r;|.r“ “;: I::: T‘:n mﬂ‘i‘ T:
214 (387) {107) {504 53 {451} 8 (443)
M3 (487) (23] {4a0) 67 423} 78 (347
amz (€8] 41 {807 104 (03} 240 (2630
Carrying values of underlying liabilities £on o0 g0 £on
24 8.5 9.8 18. D2 164
213 88 15 238 0.4 24
2m2 108 22 32 0.5 335

Molex

1) The OCA does not alier tash fows and bs mot wsed for performance management.
21 Inchades wholesale and refall nofe Issusnoes.

{3 The pesenes movement|

et en perios will not equaie io the raported profit or ices for omn redi. The balsnce shest resere 15 sisfed by comsersion of underiying cunrency balances ab spof miles
fior Each paricd, winereas he income shatemant inchedes Infra-pediod foreign exchange sei-offs.
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11 Finaneial instruments - valuation continued
Valuation hierarchy
The following tables show financial instruments camied at fair value on the Group's balance sheet by valuation hierarchy - level 1, level 2 and level 3.

34, 2013 amz
Levell  Lewei2  Leweld Total Leved 1 Lewsi2  Lewsi3 Tosal Lewmi1  Lewel2  Lewmi3 Total
£on £5n £bn £bn Ebn_ Eon_ Ebn_ Eon £En_ £En_ £En_ £bn
Assets
Loans and advances — 58 08 882 — 1074 05 1078 — 1438 08 1445
Govemment 53.0 4.9 — 53 547 10.2 o1 &5.0 774 0.4 — Ba.5
Ciher 20 156 1.2 13.8 1.4 2B.6 20 2.0 25 38.1 4.9 455
55.0 205 1.2 8.7 561 3E.8 2.1 Bv.0 T8.9 47.5 49 1323
Of which ABS — 8.2 0e 7.0 — 26.0 1.7 i — 33.8 43 38.1
Equity shares. 45 0.3 0.4 5.2 6.9 1.0 0.4 B3 12.3 1.1 0.5 13.9
Desivati
Credit —_ 18 04 22 — 4.4 0a 5.3 — 8.3 1.7 11.0
Ciher — 3487 28 3523 01 2813 27 2841 04 4315 22 4341
— 3515 an 345 01 2BET 36 2894 04 4403 39 4451
595 4879 52 5328 631 4328 668 G023 2.8 8330 10.2 735.8
Propaortion 11.2% B7.8%  1.0% 100.0% 1208%  B8.1%  1.3% 100.0% 12.6% BED%  14% 100.0%
Liabilities
Deposits — 1050 0z 1052 — 1101 0z 1103 — 168.0 — 168.0
Dielbt securities in issue — 149 12 181 — 223 1.3 238 — g 13 33.0
Short positions 9.8 31 — 30 238 4.1 — 28.0 234 4.0 — 27
Dieriati
Credit — 20 1L} 208 — 4.5 0a F4 — 8.5 0a 10,3
Ciher — M58 25 3483 01  27B4 22 2807 0a 4223 27 4258
— M7E 31 35089 01 28290 31 2881 0a 4313 35 4361
Subordinated liabiities — 0.3 — 0.3 — 0.4 — 0.4 — 0.5 — 0.5
198 4714 AE ADSE 240 4188 48 4484 244 8360 483 0652
Proportion 40% 851% 0.9% 100.0% 54% 838% 1.0% 1000% 3.7% B66% 0.7% 100.0%
Pactes-

§1) Ll 4: waiuesd using unadjusied quolsd pioss in active markets, for idenfical financial insfruments. Examples indude 510 posemment securies, lisied squity shares, coriain sxuchange-traded
derivalives and cerisin LS agency securiiss.

Limmd 2: iy using techniques basad sigrifticanty on otssrable market daly. Insiruments in this calsgory are valed using;
[} qnted prices for imilar insinaments o idenfical Insnaments in markets which ane not considensd fo e acive; or
(b} waiuaion fechnigues where all the Inpués hat have & significant effect on he vaiuations ane dinechy o indirecily based on obsenvabie market dota,

The type of Insinuments that irade In markests Gat are not corsidensd o e acive, but ane based on guobed markes prices, broker desler guotslions, or alkemathes pricing sourmes with reasonable
leseis of price tensparency and those insmuments waiusd wsing technigues Indude nonHGrA D govemement securiies, most government agency secudlies, Investment-pgrade oomorste bonds, certain
morigage producs, induding CTL0s, most bank loans, repos. and reverss repos, ks louid listed equilies, siate snd municipal obligations, most nobes. sued and ceriain money markst securfles and
lcan commiments: and most OTC derfvalives.

Leved 3: Imsfrements In fhis calegory hase besn valued using & valusfion fschnique whene of l=ast one Input which could kaee & signficant =Fect on fhe iInshument's saluation, I not based on
‘ofserable rmarket dala Where inputs can be obsenved from market data wiihout undee cost and eSort, e obsereed Input 13 used, Theralze, e Group delemines & repsonabie e for the input
Firancial insfnoments primeanly incude cash instruments which rade infrequently, cessin syndicabed and commercisl morfgage loans, cartain emenging markets insiruments, uniisted squity shares,
certain residusl interests In securilisations, e majory of CDCs, ofher morgage-tacked products and less louid debt s=oarfties, cerisin sechursd debt secuilies in ssus, and TTC derbalives
‘where walushon depends wpon unnissrasbie Inpuls such x5 ceriain credi and excbc derfeattess. Ko gain or ioss i recogniszd on e Infial recoprifon of a fnandal insiument valusd usisg &
i=chimigue Inoofposaing significant unobserashie data.

21 Transfers between |eeeis are desmed fo hasve occumed at e beginring of e quarsr in which e Theere were ro signficant ransfers bebasen el 1 and level 2.
(31 For an anshysts of derfvafves by type of conract see Capital and @5k maragement - Salance sheet analysis - ummrMummmumm
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The following table analyses level 3 balances and related sensitiities.

.y " 203 a1z
Bermithity (1} Smnslty (1) Sansfivity (1)
Balance  Favoumbie  Unfavourable Baance  Favourmble  Umsvcurmblie Balance  Fawowable  Unfmecurabie
£ Em £m o £m Em £hn £m £m
Assets
Loans and advances 0.8 a0 {30) 05 50 (40) oa 140 ]
Diebi securities
Govemment — — — 01 — — — — —
Crher 12 50 {40] 20 150 1107 4.9 380 [200)
12 50 {40] 21 150 (1107 440 360 (200)
Equity shares. 04 50 {50] (e 70 (a7 05 Fii] B0y
Desivati
Credit 04 40 40 0.8 70 1107 18 230 (2300
Ciher 28 250 (250 2B 310 (150 23 420 {00y
a0 290 (2B0) X 380 [ 2607 3.8 G50 (530)
52 420 (410] 6.6 E50 (470 10.2 1.220 (280)
Of which ABS 08 a0 {30) 1.7 120 (B0 4.3 2080 {120}
Liabilities
Deposits 02 _ {10] 02 — (10} — 30 (30)
Dielt securifies in issue 12 a0 40) i3 40 (60) 13 50 (G0}
Credit 0.8 a0 {60] 10 40 () o.a 40 e |
Crher 25 180 (180) 21 20 (B0} 27 110 [
a1 220 (240] ER| 130 [1:20]) 3.5 150 (160}
4.5 50 (:280) 4.6 170 (160} 4.8 230 (250)
[
(1) Sensiity represants the fasouwatie snd et o i Income orthe of Income: due fo o uming

prazslni= ATt InpURs [N She Group's vakason iechriouss o madets, Lavel 3 sarsitiibies are caicuimied 2% 8 sub-portiolo kel and hence iness sggregied fgines do nof nefisct fhe com=son
betwesn some of the sersithities In padiculsr, for some porfiolos, the sensBviles may b negattvely oomefabed shere & dowmsam movement inone ssset would produrs 5n upssnd movement in
another, but dues o the addve pressniation above, Tis corenton cannot be shown

7
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11 Financial instruments - valuation continued

Vfaluation technigues

The table below shows a breakdown of valuation techniques and the ranges for those uncbsenable inputs used in valuation models and techniques that
hawe a matesial impact on the valuation of Level 3 financial instruments. The table excludes unchsenvable inputs where the impact on valuation is less
significant. Moswements in the underlying input may have a fawourable or unfawourable impact on the valuation depending on the particular terms of the
contract and the exposure. For example an increase in the credit spread of a bond would be favourable for the issuer and unfavourable for the note
holder. Whilst we indicate where we consider that there are significant relationships between the inputs, these inter-relationships will be affected by

macro economic factors including interest rates, foreign exchange rates or equity index levels.

Level 3 (Ekn} FRange
Financial insiruments Amzetm LsbiBes  'alustion fechnigus Unoteseraaiie nputs Low High
Diebt securities
12 Price based Price iz 0% B
DCF Yield ) 0% 4%
Derivati
Credit 04 oa DCF based on recoveries Recowery rates (3; 0% 100°%
Credit spreads ) EDbp=  TOObps
Ciher 28 25 Oypliion pricing model Comelation {5} (40%) B
Volatiity 5 15% E3%
MNotex:
(1) Lewed 3 stpuctunsd Issued debt securties of £1.2 billon are notincluded in She tibie aboe a3 Y i the of the embedded dervaive component.
Insirument or portiolio wity

{2 Frice and yeld: Thens may be a range of price based isfonmation used for svaksaiing the value of an insnament. This may be & diract comparison of one anciter or
Insfnament may be wsed o Indicale e movement in e walue of lesg louid Instrument. The compartson may also be ndinect in Shat adusiments ans made o the price o

movements na mors Iguid

neflact differences bebsesn the pricing source and the Instrument being walusd, for example dPferent maturty, redit qually, seniodty or ewpecied payouts. Similary bo price, &n instrument's yisid may

be compared b other Instruments sither dinecily or indieecly. Prices mose Imeersely bo yieids.

[ Ibm'h'!r_p’l'ﬂ: Reflacis market evpectalions about e retum of principal for & debt
o spreads.

oherc aflzr a credit event or on Iguidalion. Recosery rabes fend o move conversaly o

[EA] MmmmmmmmwmmhmmmummulmtmhummmmaMMh

higher crecl spresd woukd indicale that e underlying instrument has more ool fsk associsted with L

Irrezsiors reguire & higher yisid to compensate for the higher rizk. The

discount este comprises credlE spread or margin plus the bencihmerk rabe; Bis ussd o value fshre cash fiows.

=) Comsialion: Measures
direciions there ks regatie
olher firancial varishies.

05 Viola@iy: A measune of the tendency of & price o change wiin tee.

m

ummmmmummunmumm IFireey mowvee In e same dleeclon there is postve comelsfion; I ey move In
Comeiation. Cossiatons fypically inCiude reialionships betweer default probehilites of sssets 5 2 baskel {8 group of separale asseis), evchange

cpoosie
raies, Intenest rales and

The Geoun does ot kave any maleral kabifes measned at tairvaiue that ave lssusd wilh an Insspasbie thind pary credit eshanoement.

The Level 3 sensitiviies above are calculated at a trade or low lewel
portfolio basis. They are not calculated on an overall portfolio basis and
therefore do not reflect the likely potential uncertanty on the portiolo as a
whole. The figures are aggregated and do not reflect the comelated
nature of some of the sensitivifies. In particular. for some of the portfolios
the sensivites may be negatively comelated where a downwards
movement in one asset would produce an upwands moverment in another,
but due to the additive presentation of the abowe figures this comelation
cannot be displayed. The actual potential downside sensitiity of the tofal
portfolio may be less than the non-comelated sum of the addifive figures
as shown in the above table.

Judgemental issues

The diverse range of products fraded by the Group results in a wide
range of instruments fhat are classified into Level 3 of the hierarchy.
Whilst the majority of these instruments naturally fall into a particular
lewel, for some products an elerment of judgrment is required. The majority
of the Group's financial instruments carried at fair value are classified as
Lewel 2: inputs are chservable either directly (Le. as a price) or indirectly
(i_e. dierived from prices].

Active and inactive markets

A key mput in the decision making process for the allocation of assets o
a particular level is liquidity. In general, the degree of valuafion
uncertanty depends on the degree of Byuidity of an input.

Where markets are liquid or very liguid, little judgment is required.
Howrever, when the information regarding fhe liquidity in a particular
market is not clear, a judgrment may need to be made. This can be more
difficult as assessing the Bquidity of a market is not always be
straightforward. For an equity fraded on an exchange, daily volumes of
trading can be seen, but for an over-the counter (OTC) denvative
assessng the liquidity of the market with no central exchange is more
difficult.

A key related issue s where a market moves from liguid to illiquid or vice
wersa. Where this change is considered to be tempaorary, the
classification is not changed. For example, if there is litle market trading
n a product on 3 reporting date but at the previous reporting date and
during the infervening pericd the market has been considered to be
Bquid, the instrument will continue fo be classified n the same level in the
hierarchy. This is to prowide consistency so that transfers between levels
are driven by genuine changes in market Bquidity and do not reflect short
term or seasonal efiects.

Interaction with the IPY process

The determination of an instrurment’s level cannot be made at a giobal
product level as a single product type can be in more than one level. For
example, 3 single name corporate credit default swap could be in level 2
or Lewel 3 depending on whether the reference counterparty’s obligations
are Bquid or lliquid.
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As part of the Group's I[PV process, data are gathered at a frade level
from miarket trading activity, frading systems, pricing sendices, consensus
pricing proveders, brokers and research matenal amongst other sources.

The breadth and depth of the IPV data allows for a nules based quality
assessment io be made of market activity, liguidity and pricing
uncertamnty, which assists with the process of allocation to an appropriate
level. Where suitable independent pricing information is not readity
awalable, the quality assessment will result in the instrument being
assessed as Level 3.

Modelled products

For modelled products the market convention is to guote these frades
through the model inputs or parameters as opposed fo a cash price
equivalent. A mark-to-market is derived from the use of the independent
market nputs calculated using the Group's model.

The decisicn to classify a modelled asset as Level 2 or 3 will be
dependent upan the preductimodel combination, the curmency, the
maturity, the obsenability and quality of input parameters and other
fachors. All these must be assessed to classify the asset.

An assessment is made of each input into a model. There may be
muitiple inputs into a model and each is assessed in tumn for obsenability
and quality. As part of the process of classifying the guality of IPV results
the 1PV guality classifications have been designed to follow the
accounting level classieations, athough with a further level of
granularity. For example there are a nurmber of different IPV quality levels
that equate to a Lewel 2 classification and so on.

If an input falls the observability or guality tests then the instrument is
considerad o be in Level 3 unless the input can be shown to have an
m=agnificant effect on the owerall valuation of the product.

The majority of derivative instruments for example vanilla interest rate
swaps, foreign exchange swaps and bguid single name credit derivatives
are classified as Lewel 2 as they are vanilla products valued using
observable mputs. The valuation uncertainty on these is considered fo be
low and bioth input and output testing may be avalable.

MNon-modelled products

MNon-modelled products are generally quoted on a price basis and can
therefore be considered for each of the three levels. This is determined
by the market actiity, liquidity and valuation uncertainty of the
instruments which is in turn measured from the availabiity of independent
data used by the IPV process to allocate posifions to [PV quality levels.

The availabifity and quality of independent pricing information is
considerad during the classification process. An assessment is made
reganding the quality of the independent information. For example, where
COMSENsUS prices are used for non-modelied products, a key assessment
of the quality of a price s the depth of the number of prices used to
provide the consensus price. I the depth of confributors falls below a s=t
hurdle rate, the instrument is considered to be Level 3. This hurdle rate is
that used in the IPV process to delermine the 1PV quality rafing.
However, where an instrument is generally considered to be ilguid, but
regular quotes from market participants exist, these instruments may b=
classified as Level 2 depending on frequency of quotes, other available
pricing and whether the guobes are used as part of the IPV process or
not.

[Far some instruments with a wide number of available price sources,
there may be differing quality of available information and there may be a
wide range of prices from different sources. In these situabions the
highest quality source is used fo determine the classification of the asset.
Far example, a tradable quote would be considened a better source than
3 CONSensuUs pnce.

Lewel 3 portfolios and sensitively methodologies

Reasonably possible alternative assumptions of unobsenable inputs are
deterrmimed based on a B0% confidence inferval. The assessments
recognise different favourable and unfavourable valuation movements.
wihere appropriate. Each unobservable input within a product is
considered separately and sensitivity is reported on an additive basis.

Alternatve assumptions are determined with reference to all available
evidence including consideration of the following: qualty of independent
pricing infonmation taking into account consistency bebween different
SOUNCEs, variation over time, perceived tradability or ctherwise of
awalable quotes; consensus service dispersion ranges; wolume of frading
activity and market bias (e.g. one-way inventory]; day 1 profit or loss
arising on new trades: number and nature of market participants; market
condiions; modeling consistency in the market; size and nature of risk;
length of holding of position; and market infelipence.

Other considerations

\Valushon adusiments

CVA applied to derivative exposures o other counterparties and own
credit adjustments applied to dervative liabilities (DVA) are calculsied on
a portfolio basis. Whilst the methodology used to calculate each of these
adjusiments references certain inputs which are not based on observable
market data, these inputs are not considered to have a significant effect
on the net valuation of the related portfolios. The dassification of the
derivative portfolios which the valuation adustments are applied to is not
determined by the observabifity of the valuation adjustments, and any
related sensitivity does not form part of the Level 3 sensitivities
presented.

Funding redsfed adiusiments

The discount rates applied to dervative cash-fiows in detemining fair
value reflect any underlying collateral agreements. Collateralised
derivative exposures are generally discounted at the relevant OIS rates
whilist funding valuation adjustments are applied to uncollaterafsed
derivative exposures. Whilst fhese adjustments reference certain inputs
wihich are not based on observable market data, these inputs are not
considerad to have a significant effect on the valuation of the individual
trades. The dlassification of derivatives is not determined by the
observability of these adustments, and any related sensitivity does not
form part of the Level 3 sensitvities presented.

Cwin credit - issued dabt

For structured notes issued the own credit adjustment is based on debt
msuance spreads above average inter-bank rates at the reporting date (at
a range of tenors). YWhilst certain debt issuance spreads are not based on
observable market data, these inputs are not considered to have a
significant effect on the valuation of individual frades. Meither the
classification of structured notes issued nor any related valuation
sensitivities are determined by the obsenvability of the debt issuance
spreads.
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11 Financial instruments - valuation continued
Movement in Level 3 table

Amonts Ammounts recorded In fhe
recondss In e Lewei 3 Foreign Ircome statament in respect
- Income Exchange At of balances held st year end
1 January stabement (1) S0C ] n Cul Issmmnces Puchases Sefiemenls  Saies andolher 31 December Unreaitssd Realzed
014 Em Em £m £m £m £m £m £m £m £m £m Em £m
Assets
FVTFL asseis @) 5,183 a8 — 1.0BE (947 — a5e (881)  (822) a 4,885 a7 (B3)
AFE assels 1,380 4 [43) & (107) — T (387 (373) 10 512 3 3
6,583 102 [43) 1,084 (1,074) — 865 (1,343) (005) 13 5177 60 (B0)
Liabilities 4 575 51 — 1,744 (898) 109 50 (1.257) (50) 18 4 540 (56) 105
Met gaing/{losses) A1 [43) 116 {185)
013
Assets
FVTFL assets @) 7.1 [4BE) — 1.207  (356) — 1,006 (B8] (2428) (27 5,183 (7o) 157
AFE assels 3,103 g2 163 173 (14) — a5 [725) (1.458)  (3@) 1,330 16 41
Total 10,204 (414} 163 1,380 (370) — 1,101 (1.551) (3.884) (66) 4,583 (T8O 183
Liahbilities 4,340 40 — GRE  {451) 434 536 (182 (270 (10} 4,575 (105] i)
Met (losses)igains [4E3) 163 [675) 130
Mz
Assets
FVTPL assefs =) 8,870  {1.0ET) — 1,168 ([797) — 2810 (1883 (2227) (B4) 7.1 {1.623) 115
AFS asseis 5,873 106 T 40B  {472) — B2 (1,001) (1,8928) [14) 3,103 [144] 1
Total 15,743  {1,B61) 37 1,577 (1,269) — 2802 [28584) (4153) (108) 10,204 {1,087) 188
Liabilities 6,041 (442 — BEE  {420) ir2 542 [2.083) 12 (446 4,845 (427} 2
Met (losses)igains {1,415) 37 {1,540) 164
Pactes-

(1) Bt iosses om HFT Instuments of £123 millon (2043 - 453 milllon; 22 - £1,451 mlllon) wene recored In Income from frading acisilies in confinuing cperabions. Met gains on oifer iksfments of
£174 millon (2012 - £90 reililon loss; 2012 - 62 millon gain) wens rcosded I clher cpemiing Income and Inlsrsst income as apprprste I continuing copsrations. Thers wers no insses (2013 - rl;
3012 - £13 mellion) In disconiinued operations.

[ of ¢ Income.

(3 Fairusius fhrough peof o loss comprises heid-ior-rading predominanty an desigralsd o fair valus rough proft of loss.
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Fair value of financial instruments not carried at fair value
The following table shows the camying value and fair value of financial insirurments camed at amorfised cost on the balance sheet.

Group Bank
hems where hems whes
fair walue Tair vake
mpproximates  Camying Fairvalue hlerarchy level  aporosimales  Canring Fair valus hierancry el
camyngvalus  wmue Farvaue Level1 Levell Levell  camyingwalue  vake Forvale Level] Lewell Lewsl 3
14 Emr Ehn Ebn  Ebn  Eon Eon £bn £hn £bn Ebn  Elm Ebn
Financial assets
Cash and balances at central banks T40 .0
Loans and advances io banks
- items in the course of collection from cther banks 10 02
- oiher 133 133 — G6& &7 7T M — 128 183
Loans and advances fo customers 1.0 3025 — 33 a2 1524 1485 — MB 1248
Dieht securities. 7.8 75 47 i8 08 BT X33 47 130 &8
Setilement balances 47 34

Financial liabdities

Dieposits by banks

- demand deposis 41 48
- items in the course of transmission to other banks [1R] 0.4
- other 8.4 84 — 31 &7 1188 1202 — 2BD @22
Custormer accounts

- demand deposis 23448 8.3

- ciher 1043 1043 — BH4B 485 544 545 — 1B6 358
Dieht securities in issuwe 255 272 — M2 3D HNi3 1y — 213 14
Setilement balances 4.5 a1
Motes in cinculation 1.8 1.1
Subordinated liabilities o1 Ay — 1188 118 X1 X8 — 171 117

Sroup Elank
Fair vake Fair valus

approwimal=s  Camgdng sppemaimaker  Canning

camying vake wals Fairvaue  Lewsll Loyl 3 CAmying valus yaloe Fairvale  Level D eyl 3
013 £ £bn £bn £bn £hn £on Ebn £hn Eor Etn
Financial assets
Cash and balances at central banks 800 ]
Loans and advances io banks

- items in the course of collection from other banks 15 (1]

- piher 282 282 74 188 14 $7 233 184
Loans and advances fo customers 3703 3589 148 344 1816 1588 233 1353
Diehi securities. ar 31 18 12 B2 14 254 in
Settlement balances 5.8 ]

Financial liabdities
Dieposits by banks

- items in the course of transmission to ofher banks 08 (1]

- other Mg M8 72 4T 1410 1410 45 B35
Customer accounts

- demand deposits 2889 7o

- piher 1378 1377 838 448 GBE 6892 2MB 444
Dieht securities in issuwe /2 3IF4 333 4.1 BB W5 ITH 28
Setilement balances 52 23
Motes in circulation 148 11
Subordinated liabiities 328 332 331 0.1 302 308 308 —

2
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11 Financial instruments - valuation continued

Financial assats

Cash and balances at central banks
Loans and advances fo banks
Loans and advances io customers
Dieht securities

Setilement balances

Financial liabdities
Deposits by banks

Custormer accounts

Diebt securities in isswe
Setflement balances

Motes in cinculation

Subordinated liabdities

Group Bank

M2 amz Xz M2
Camying Fal Camying Far
vaues vake e vailue
£bn £bn Ebin Ebni
4.5 45 04 704
323 322 640 85.5
400 809 1856 178.7
43 38 k2 353
5.7 5.7 3.1 a1
M2 42 146.0 146.1
418.2 4108 187.1 1838
50.3 50.1 385 40.3
5.8 5.8 20 29
1.7 1.7 11 1.1
333 138 A 31.9

The fair value is the price that would be received to sell an asset or paid
io fransfer a lability in an orderly transaction between market participants
at fhe measurement date. Quoted market values are used where
available; otherwise, fair values have been esfimated based on
discounted expecied fubure cash flows and other valuation technigues.
These techmigues involve uncertainties and require assurmplions and
Judgments cowering prepayments, credit risk and discount rates.
Furthermone there is a wide range of potential valuation techniques.
Changes in these assumplions would significantly affect estimated fair
values. The fair values reporied would not necessarily be realised in an
immediaie sale or seftlement.

The assumpdions and methodologies underlying the calculation of fair
values of financial insiruments at the balance sheet date are as follows:

Short-term financial instruments

For certain short-term financial instruments: cash and balances at central
banks, #ems in the course of collection from other banks, settlement
balances. items in the course of transmission to ofher banks, demand
deposits and notes in circulation, fair value approximates to camying
value.

Loans and advances fo banks and cusiomers

In estimating the fair value of loans and advances fo banks and
custormers measured at amortised cost, the Group's leans are
segregated nto appropriate portfolios reflecting the characteristics of the
constituent loans. Two principal methods are wsed to estimate fair value:

{a) Contractual cash flows are discounted using a market discount rate
that inconporates the curment spread for the bomower or where this is
not cbservable, the spread for bomowers. of a similar credit standing.
This methad is used for portfolios where counterparties have extemnal
ratings: large corporate loans in Commercial Banking and nstitutional
and corporate lending in CIB.

(b} Expected cash flows (unadjusted for credit losses) are discounted at
the cument offer rate for the same or similar products. This approach
is adopted for lending portfolios in UK, PBB, Commercial Banking
[SME lzans), Ulster Bank and Private Banking in order to reflect the
homogeneous nature of these portfolos.

[Far certain portfolios where there are very few or no recent fransactions,
such as Ulster Bank's portfolio of lifetme tracker mortgages., a bespoke
approach is used based on available market data.

Diebt securities

The majority of debt securities are valued using quoted prices in active
markets, or using quoted prices for similar assets n active markets.
Fair values of the rest are determined using discounted cash flow
valuafion techniques.

Dieposits by banks and customer accounts

Fair values of deposits are estimated using discounted cash flow
valuafion techniques.

Dielbt securities in issue and subordinated Eabilities

Fair values are determined wsing quoted prices for similar liabisties where
available or by reference to valuation technigques, adjusfing for own credit
spreads where appropriate.
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12 Financial instruments - maturity analysis
Remaining maturity
The following table shows the residual miaturity of financial instrurnents, based on confractual date of miaturity.

Group
o 013 a1z
Le=sa than Ml tham L= than Fednee Hhan L= than Mo than
12 months 12 maonihs: Total 12 monts 12 monihs Tiotal 12 monts 12 monihs Tiotal
Em Emi Em Em Em Em Em £m Em
Assets
Cash and balances at central banks 73,933 — 73883 70,893 — 983 T4, 524 — T4.524
Loans and advances fo banks 43,741 Be1 44,582 85,111 1372 68,483 80,825 1442 82087
Loans and advances fo customers 147873 220285 376,938 167888 271112 438,100 194,088  200BED 484837
Diebt secuniies 23,366 60,408 84274 18,233 E2.463 100080 2088 112487 138585
Equity shares — 5,203 5,203 — B.2T8 8278 — 13,672 13872
Sattlement balances 4,710 — 4710 5,034 — 5634 5717 — 5717
Derivatives 67,151 287431 354582 45001 4402 285403 51,248  3E3.853 445101
Liabilities
Deposits by banks 62,038 1.811 63,850 2,007 3,156 65,163 83,742 B.518 102 260
Customer accounts a7 477 T.AX2 354909 457,823 14,481 472304 403,432 25,785 519,187
Dielbt securities in issue 8093 33,002 41,994 14,782 44 B4 59,748 14 547 BB, 731 83278
Settlement balances and short positions 6,420 21,106 27528 10417 22,832 33,240 B.400 24,674 13373
Dervatives 60,080 281,602 350,783 45434  MO6ED 2831323 51858  3B4127 438.085
Subordinated liabdities 2561  PTO0E 30489 1378 31758 33134 2335 31466 33851
Eank
14 2013 2012
Less han Mdne= than Lezs than Mdore than Less than Mdore than
12 monhs 12 months Totsl 12 months 12 monihs Toksl 12 months 12 monihs Toksl
Em Emi Em E'T. £ :'I'rl_ i E'T. £m Em
Assets
Cash and balances at central banks 70,952 — 0252 75,782 — 75,782 70,374 — T0.374
Loans and advances fo banks 43423 11478 54,901 67,248 10,520 7788 80,433 20,138 10957
Loans and advances o customers 114,785 103,012 297977 115478  10B.BBE 225374 142,108 120440 271548
Diebt securities 26,250 61,344 BT Sb4 23,848 GB.4TD 82327 38,277 B4,1T0 122 447
Equity shares. — 4,880 4880 — 7.301 7.3 — 12,7668 12,788
Settlement balances 3,33 — 3,28 3482 — 3482 3,080 — 3,080
Derivatives 68,447 201378 250835 45,156 2M7.724 282880 51,288 3BBE.S5D 445833
Liakilities
Deposits by banks 151,740 22715 174455 151,007 20,288  180.783 178,380 30,183 209583
Customer accounts 157,548 15,868 173518 164,002 28,551 183,55 214,870 41,3684 250,334
Dielbt securities in issue 8,028 28,715 36,743 13,381 38,157 51,538 13,285 5B,208 T1.484
Sattlement balances and short positions 4482 15,226 19,883 6,409 13,7683 m.ar2 4 6068 12,348 16,852
Derivatives 70454 284203 354747 45,584  M2023 288507 S2,048  3ET.I4 438152
Subordinated liabiities. 2,133 26,347 27 480 1,346 28,220 30, 584 2,353 28,282 31,835
2ny
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12 Financial instruments - maturity analysis continued

On balance sheet liabilities

The following tables show, by contractual maturity, the undiscounted cash flows payable up to a penod of 210 years from the balance sheet date,
including future payments of interest.

Grousp
03 months 2 monts 13 years 5 yeat =40 years 100 years
M4 Em £m £m £ Em £m
Deposits by banks 12,076 Ta4 TE3 B 575 140
Custormers accounts 330,308 4,845 3076 1.084 85 18
Diebt securities in isswe 1,880 5,375 8,858 5511 8,884 18924
Derivatives held for hedging 134 3a ™ 481 847 804
Subordinated liabiities 1,108 2,782 3035 B.GEE 13,856 5,785
Setflement balances and other liabilities 6,305 5 3 — — —
|27 18,257 18488 16, 7E2 24,047 8,741
Guarantees and commiiments - notional amount
Guarantees (1,2} 10,873 — — — — —
Commitments (3 12,335 — — — — —
223,308 — — — — —
M3
Deposits by banks 18,847 1,453 1,206 148 a03 424
Customers accounis. 390,370 9,799 5578 2,356 54 7
Diebt securities in isswe 10,842 4,488 11.877 6,087 8,70q 4414
Dervatives held for hedging 54 et B4 AeD 1,532 240
Subordinated liabiities 488 2,244 6,256 6,188 18,029 8,240
Setflement balances and other liabilities 7,005 4 1 4 — 1
427,206 20,110 25,757 15,765 20,727 11,343
Guarantees and commitments - notional amount
Guarantees (1,2} 15,912 — — — — —
Commitments 31 212,353 — — — — —
228,285 — — — — —
Deposits by banks 28,107 1,075 5480 383 1,022 305
Custormers accounts. 382,714 216,833 11484 2148 1,208 a4
Dieht securities in issuwe 13,184 10,539 pu 1 Fic e} 12,018 18,833 4,282
Dierivatives held for hedging 176 443 1,096 TBR 848 340
Subordinated liabiities 448 2,801 i v 4 546 16,185 4818
Setflement balances and other liabilities 7,500 4 8 1 — 1
430,130 41,555 45,188 18,882 38,106 10,021

Guarantees and commiiments - notional amount

Guarantees (1,2} 12,373 — — — — —
Commitments (3 212,140 — — — — —

224 522 — — — — —
Maotes

1) Thednoup ks only calied wpon io salisty a guamniss when e guaranissd party falis o mest Bs chilgations. The Group sxpects most guamnises | provides 1o expine unussd.

(2] Guaranises evchude the Asset Froterfion Scheme reiated Arancsl gusrames conlmct of £721 milllen {2043 - E757 millon; 2012 - £2,.50 milllon} behseen the Eank and & fellow subsidiary.

1% The Group has gheen commibments o peovide funds o ousfomens under undresn Jomeal {acifies, cred lines and other commiments fo lend subjedt fo cerfain condBons being met by the
oourkesparty. The Group does: nof expect ol faciBes o be devan, and some may |lapse: befons drawdown.

224

390/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

MNotes on the accounts

EBank
-3 months T monts 13 ymars 35 years =90 years 1020 yesars
14 Em £m £m £ Em £m
Deposits by banks 88,112 8,505 8,385 5,326 2,184 8,834
Customers accounts 101,176 3,447 4054 3,026 4 785 4400
Dielbt securifies in issue 1,304 5,229 9525 528 8,414 1,487
Derivatives held for hedging a0 n4 477 B 530 582
Subordinated liabdities 950 2,383 b BA46D 11,834 5,347
Settlement balances and other liabilities 4,241 — — — — —
206,373 22,748 24,138 23,348 27,766 20,880
Guarantees and commiiments - notional amount
Guarantees (1,2} 7,878 _ — — —_ —_
Commitments 3 128,750 — — — — —
134,437 — — — — —
13
Deposits by banks 106,951 7027 B BT 5,105 2,375 14,800
Customers acoounts 117,780 8,214 8407 4315 7.585 8,851
Dielbt securities in issue 4,340 6,339 11,687 5,774 8,243 3,802
Derivatives held for hedging 10 25 304 581 aa0 144
Subordinated liabdities 431 2,152 5,568 F.OE3 16,745 5,734
Settlement balances and other liabilities 3,377 — — — — —
232,:7 22477 351681 21,738 35,808 31,825
Guarantees and commifments - notional amount
Guarantees (1.3 12,045 — — — — —
Commitments iz 130,207 — — — — —
142,252 — — — — —
04z
Deposits by banks 122,785 7.501 11,688 4307 542 14d
Customers accounts 171,485 8,834 3114 1.212 3,155 1,060
Dielt securities in issue 5,038 10,498 0.E2T 12,018 18,831 4378
Derivatives held for hedging B4 217 515 38T 422 199
Subordinated liabdities 433 2513 5714 4. 400 15,307 4473
Sattiement balances and other liabilities 3,982 — — — — —
303,797 20711 41 858 22 334 38,257 10,144
Guarantees and commitments - notional amount
Guarantees (1,2} 8,436 — — — — —
Commitments ;2 135,542 — — — — —
143,978 — — — — —
Pigtes-

§1) The Bank ks only called upon o salsfy & guar ‘when the party falls o me=t s obligafions. The Eank expects most gusrantzes: |k orovides fo sxples unessd.,

(2 Guaranises evchude the Asset Frotecfion Scheme reiated Anancisl gusmames conlmct of £721 milllon (2043 - £E7°57 milllon; 2012 - £2.51 milllon| behseen the Eank and & fellow subsidary.

(¥ The Eank has ghwen commilments by provide funds o cusiomers under undrawn fomeal faciifes, orsdh ines and olher commitments 1o lend subjiect o cerain condiions Deing met by e
Counlerparty. The Eank does nol expect all Taciities to be dramn, and some may lapss befions drasdonn.

The tables abowe show the Siming of cash outflows to setile financial liabilities. prepared on the folowing bass:

Financial liabdities are included at the earliest date on which the counterparty can require repayment regardiess of whether ar not such early repayment
resulis in a penalty. If repayment is friggered by, or is subject to, specific criena such as market price hurdles being reached. the Eability is included at
the earbest possible date that the conditions could be fulfiled without considenng the probability of the conditions being met. For example, if a structured
note automatically prepays when an equily index exceeds a certan level, the cash outflow will be included in the less than three months’ period
whatever the level of the index at the year end. The settlement date of debt securities issued by certain securitisation vehicles consolidated by the
Group depends on when cash flows are recesved from the securitised assets. Where these assets are prepayable, the timing of the cash outflow relafing
o secunties assumes that each asset will be prepaid at the earfiest possible date.
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12 Financial instruments - maturity analysis continued

Lishiftes with 5 condadus mafuty of greater than 20 years - the principal amounts of financial Eabilities that are repayable after 20 years or where the
counterparty has no right to repayment of fhe principal, are excluded from the tables along with interest payments after 20 years.

HelgHor-frading iabites - held-for-frading liabilities of E477.5 billion (2012 - E424.0 billion; 2012 - £832.5 bilion) for the Group and £475.8 billion (2012 -
£3097 .9 billion; 2012 - £583 4 bilken) for the: Bank, have been excluded from the tables in view of their shor-ferm nature.

13 Financial assets - impairments

The following table shows the mowement in the provision for impairment losses on loans and advances.

Group
Indistduty Collecthaty
aszessad assesad Latert . 7 a3 M2
£m £m £m Em £m £m
Af 1 January 16,751 &,305 1,888 25,45 20,807 3,554
Transfers (to)from disposal groups (100} {158) (295) (553) () To4
Currency translation and other adjustments (@20) 21) {18) [BE7) 114 {175)
Transfers from fellow subsidiaries — — — — 33 415
Disposals — — — — — (1)
Amcunts waitten-off [3,978) {1.274) — (6253 [4.224) (3,887
Recoveries of amounts previously written-off i} 133 — 201 240 1z
(Release}charge to ncome statement
- continuing operations (811) 172 (687) (1,2286) B.158 I
- discontinued operafions k] 142 16 194 o7 2
Unwind of discount {recognised in interest incomse) (138) {109) — (247) {3007 (4TE)
Af 31 December (1} 11,207 5,180 1,007 17,404 25,045 20,807
m:mmuum milion reiatng 1o boans and advances in banks {2013 - 62 millon; 2042 - £114 millon.
Bank
Indistcuzty Collecthely
aszeszed assessed Latert 014 2013 2012
£m £m £m Em Em Em
A1 January 4,735 1.001 48R 6,236 5,026 4823
Transfers (io)from disposal groups {17) — — (17) — 742
Currency translation and other adjustments (110} 45 — (65) 23 152
Transfers from fellow subsidiaries — — — — 33 415
Amounts waitten-off (2,358) {248) — (2.6:08) (1.843) (1,928)
Recoveries of amounts previously writien-off 27 14 — 41 5 05
Chargef{release) o income statement 120 24 (180) {38) 2,558 1,845
Unwind of discount {recognised in interest income) (60) {27) — (BT} [112) {128)
At 31 December (1} 2337 808 31| 3,464 6,236 5,629
Mot
(1) Includes £40 millon reing io lans and advances ko banks: {2013 - £62 milllon; 20M2 - £905 millon).
Fnoup
i : M4 FiE]
Impairment lossesi{releases) charged to the income statement = Em
Leans and advances o customers {1,218) 8,173
Loans and advances fo banks {10 [15) 1
(1.229) 8,158 5,018
DCiebt securities {11) (21) (101)
Enquity shares. — o 30
{11) {21} (T1)
{1,237 8,137 4845
aah
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Group
M4 013 2012
£m £m
Gross income mot recognised but which would have been recognised under the original termes
of the impaired loans
UK 404 570 680
Overseas 141 582 TE4
545 1,132 1,424
Imterest on impaired loans included in net interest income
UK 146 106 255
Owerseas 101 184 |
47 380 47d
The following tables analyse impaired financial assets.
(e B
2014 FE] 2012
Camying Caming Camying
Cost Prosion vahe Cost  Frodsion walus Cast Frovision vale
£m £m £m Em £m Em £m £m £m
Loans and recenvables
Loans and advances fo banks (1) 42 40 2 it 62 7 134 114 20
Leans and advances fo customers (2 25,040 18,367 E.BE3 38,838 22,004 13,842 37754 18,772 13,882

25,062 18387 5,665 36,905 23,056 13,348 37,883 15,888 19,002

; Froup ;
Camying Camying Camying
el walLE waue
M4 3 2012
£m Em £m
Analable-for-sale securities
Diebt securities 143 144 22
Equity shares. 2 30 k3|
Loans and recenvables
Dielbt securiies T 528 202
172 702 1,155
The following tables analyse impaired financial assets.
Eank
208 M3 v
Camying Camying Camying
Cost  Provision valu Cost Frowsion walue Comst Frowizion value
£m £m £m Em Em Em £m £m £m
Loans and recenvables
Loans and advances fo banks (1) 42 40 2 68 g2 7 127 108 18
Loans and advances fo customers (3 6,135 3,105 3,030 11,387 5,875 5,722 12,320 5007 7313

6,177 3,145 3,032 11,466 5,737 5,720 12,447 5.115 7,332

For the notes to these tables refier to the following page.
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13 Financial assets — impairments conbnued

Eaank
Camying Caamying Carrying
walue walle value
M4 . E] M2
£m Em Em
Awalable-for-sale securities
Dieht securities 142 144 37
Equity shares. B g 4
Loans and recenvables
Dieht securities T 528 802
158 880 1,133
Pagtas
% on balances of £15,550 millon {2013 - £25,551 millon; 20432 - £26,252 millon].
@ on balances of £4,553 millon (3013 - £5,737 millon; 2042 - £10,235 millon).

The following tables show financial and non-financial assets. recognised an the balance sheet, obtained during the year by taking possession of

collateral or calling on other credit enhancements.
Cemup

For o013 202
£m Em Em
Residential property — LiT)
O¢her property 3 13 48
Cash 40 44 44
Other assefs — 2 1
43 T 3
Eaank
M4 3 2012
£m Em Em
Cash 13 13 15
In general, the Group sesks fo dispose of property and other assets not readily comvertible into cash, obiained by taking possession of collateral, as
rapidly as the market for the indvidual asset permits.
The following loans and advances to customers were past due at the balance sheet date but not considered impaired:
Gemap Bark
Fastdue Fast cue
Pastdue Fastdus Past dus 50 days Fastcue Fastdus Fastoue 50 days
4129cmyr  IFESdmyn  EOHES dEyn or mare: Tatal 1-Gdays  IHEGdmys  GIHES dmm or mom Tokal
£m £m £m £m £m £m Em £m Em Em
2014 3,048 785 586 1,840 6,060 843 185 125 &70 1,833
213 4, TES 1,260 a22 2,221 0,068 563 260 142 ar 1,802
2012 5,560 1,117 1177 2,837 10,530 65 120 a32 2 2279
These balances include loans and advances to customers that are past due through administrative and other delays in recording payments or in
finalising documentation and other events unrelated to credit quality.
a0l
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14 Derivatives

Companies in the Group fransact dervatives as principal esther as a
trading activity or to manage balance sheet foreign exchange, interest
rate and credit risk.

The Group enters into fair valwe hedges, cash flow hedges and hedges of
net investments in foreign operations. The majority of the Group's interest
rate hedges relate to the management of the Group's non-trading interest
rate risk. The Group manages this risk within approved limits. Residual
risk positions are hedged with denvatives principally interest rate swaps.
Suitable larger financial instruments are fair value hedged; the remaining
exposure, where possible, is hedged by dervatives documented as cash
flows hedges and gualifying for hedge accounting. The magority of the
Group's fair value hedges involee interest rate swaps hedging the inferest
rate risk in recognised financial assets and financial liabdities. Gash flow
hedges relate to exposures to the vanability in future interest payments
and receipis on forecast transactions and on recognised financial assets
and financial liabdities. The Group hedges its net investments in foreign
operations with cumency borrowings and foreard foreign exchange
contracts.

For cash flow hedge relationships of interest rate risk, the hedged ilems
are actual and forecast variable inferest raie cash flows arising from
financial assets and financial liab#fies with interest rates linked to LIBOR,
EURIBOR. or the Bank of England Cfficial Bank Rate. The financial
assets are customer loans and the financial liabilibes are customer
deposits and LIBOR linked medium-term notes and other issued
securiies. At 31 December 2014, variable rate financial assets of £80
billion (2013 - £74 billion; 2012 - £80 billion) for the Group and £48 bilkon
{2013 - £48 billion; 2012 - £48 biion) for the Bank, and variable rate
financial liabdifies of £14 bilion (2013 - £10 bdlicn; 2012 - £B billion) for
the Group and £8 bilon (2013 - £3 bilion; 2012 - £4 billion) for the Bank
were hedged in such cash flow hedge relationships.

For cash flow hedging relationships, the inifial and ongoing prospective
effectiveness is assessed by comparing movements in fhe fair value of
the expecied highly probable forecast interest cash flows with
mowvements in the fair value of the expected changes in cash flows from
the hedging nterest rate swap. Prospeciive effectiveness s measured on
a cumulative basis i.e. over the entire life of the: hedge relationship. The
method of calculating hedge ineffectiveness is the hypodhetical derivative
method. Retrospeciive effeciivensss is assessed by comparning the achual
movements in the fair valee of the cash flows and actual movements in
the fair value of the hedged cash flows from the interest rate swap over
the lifie to date of fhe hedging relaticnship.

[For fair value hedge relationships of interest rate risk, the hedged iiems
are fypically gowernment bonds, large corporaie fed rate loans. fxed
rate finance leases, fived rate medium-term motes or preference shares
classified as debt. At 31 December 2014, fixed rate financial assets of
E17 billiom (2013 - £17 billion; 2012 - £16 billion]) for the Group and £14
Billion {2013 - £12 billion; 2012 - £8 billicn) for the Bank. and fixed rate
financial liabdities of £25 bilion (2013 - £29 billicn; 2012 - £34 bilkon) for
the Group and £24 bilion {2013 - £29 billion; 2012 - £31 billicn) for the:
Bank were hedped by interest rate swaps in fair value hedge
relationships.

The initial and cngoing prospective effectiveness of fair value hedge
relationships is assessed on a cumulative basis by comparing
mowements in the fair value of the hedged item atiributable to the hedged
risk with changes in the fair value of the hedging interest rate swap.
Retrospeciive effectivensss is assessed by comparing the actual
mowvements in the fair value of the hedged items atiributable to the
hedged risk with achual movements in the fair value of the hedging
derivative ower the life to date of the hedging relationship.

The following table shows the notional ameunts and fair values of the

Group's dervatives:
Groun
044 2m3 Fhir
Patioral Motiona hotiora

amount Azzels Liabilbes amount HAazeis Liztdliies amount Assels Uabdf=s
En Em Em Ebn £m £ £l Em £m

Exchange raie contracts
Spot, forwards and futures 2,013 32,012 33,381 2,040 24 302 24,087 2,243 23,083 22,700
Cumency swaps BED 22,297 28,776 a4z 18,514 22,658 1,051 21,785 29,893
Options purchased Bo6 23,456 —_ T8t 18,626 Gaz 17,558 —
Options writien ga1 — 23451 T — 18,721 a4 — 17,487

Imterest rate coniracts

Interest rate swaps 20,184 220,328 212,185 27,501 181,043 172,868 254085 303,897  ZETH15
Options purchased 1471 40,248 — 1.568 AT AT — 1,834 81,784 —
Options writien 1.552 —_ 47,800 a4 — 35,438 1,884 — 58,338
Futures and forwards 4,133 aad 738 5025 T12 GEg 413 T48 853
Credit derivatives 125 2,248 2,812 253 D300 B4x2 552 10,895 10,283
Equity and commodity contracts bt} 3,207 3,740 a1 3.120 6,144 118 544 9,038
304,582 350,783 280403 286,133 445,101 435,085
bt
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14 Derivatives continued
Enoun
e 2013 ik
Assets Llablb=s Azzels Uabibzs Azzet Uabifzs
Em £m £m £m Em £m
Amounts above inchude:
DCiue fromi'te holding company ao 178 53 153 T 211
Due fromi't fellow subsidiaries 2,703 1,826 3,380 2433 7,183 5,089
Included in the table above are dervatives held for hedging purposes as folows:
Fnoup
ama 2m3 a2
Amzetm Linbiites. Aszets Linbies Aszets Uzbizs
£m £m Em £m Em £m
Fair value hedging
Imterest rate coniracts. 1,870 1.861 1,817 1.485 3,388 2,554
Cash flow hedging
Imerest rate coniracts. 3,240 1.201 2,380 1,602 4,814 1,074
Met mvestment hedging
Exchange raie contracts LT 1 28 Py 1 14
Hedge meffeciiveness recognised in other operating income in continuing operafions comprised:
M4 M3 2012
£ Em £m
Fair value hedging
Gainsi{losses) on the hedped items attributable to the hedged risk B4 134 (141)
{Losses)igains on the hedging instruments. (882) (164) 138
Fair value hedging ineffeciiveness {38 [30) 47
Cash flow hedging ineffeciiveness ) {33) (4] 24
1) (B4) 71
Hedge meffectiveness recognised in other operating income in disconfinued operations was £1 million in 2012
230
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The following table shows when hedged cash flows are expected fo occur and when they will affect mcome for designated cash flow hedges.

‘Gnp
o1 years 15 yemrs 510 years 1020 years  Ower 20 years Total
2044 £m £m Em Em Em £m
Hedged forecast cash flows expecied to ocour
Forecast receivable cash flows Zra B44 227 — —_ 1,249
Forecast payable cash flows (48) {100) {&1) (E2) [12) (314)
Hedged forecast cash fliows affect on profit or loss
Forecast receivable cash flows 33 B8 218 — —_ 1247
Forecast payable cash flows (52) {97 {62) (B2) [12) (315)
M3
Hedged forecast cash flows expecied to ocour
Forecast receivable cash flows 303 g 2 —_ — 1451
Forecast payable cash flows (33 (] [lig] (101) (19) (286)
Hedged forecast cash flows affect on profit or loss
Forecast receivable cash flows 302 BEB 261 — — 1422
Forecast payable cash flows (32) L)) i) (101} (19) (285)
Mz
Hedged forecast cash flows expecied to coour
Forecast receivable cash flows 282 B4 166 —_ — 1282
Forecast payable cash flows (32) {56) {58) (103 (28 (2TE)
Hedged forecast cash flows affect on profit or loss
Forecast receivable cash flows 274 5 176 — — 1235
Forecast payable cash flows (31 54) (59] (103) (28] (2TE)
Eanik
044 2m3 Iz
Peottoral Mcticnal Mot
amount Aszats Liabiities amount Az LianiEes amount Assets Uzt
Em Em Em Ebn £m £ Ebn Em £m
Exchange raie contracts
Spot, forwards and futures. 2,064 34,188 34,6870 2,058 24 454 24, 6E2 2,248 23,125 2737
Curmency swaps BEE 22,816 28,725 il 18,110 22,654 1,067 22,733 29,840
Options purchased BT 23,474 —_ a2 18,644 — a3 17,571 —
Options writien BE2 — 23,460 Tar — 18,740 a4 — 17,500
Interest rate confracts
Imterest rate swaps 20,268 223,883 214,783 2r.x38 1E3.BE2 174,862 25512 307523 04N
Options purchased 14508 40,281 —_ 1.564 37 568 — 1,818 61,858 —
Options writien 1,530 — 47,830 1.518 — 35478 1,888 — 58,385
Futures and forwards 4,124 881 T30 4. Ba B48 g1z 4,156 ™ 544
Credit derivatives 125 2,262 282 254 5402 5418 552 11,082 10,343
Equity and commodity contracis B0 3,220 3,300 &1 3132 6,235 116 5444 8,102
350,825 354,747 2E2BED  2BBADT 440,838 434,152

a1
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14 Derivatives continued
Sank
e 203 212
. AETaT Limblies. Anse sl Fies Azzaty LatdHes
Amounts abowe inchude: £m £m Em £m Em £m
D fromi'te holding company ao 178 53 153 T 511
Due fromi'to fellow subsidiaries 278 1,626 3,350 2433 7,186 5,089
Due fromito subsidiares 8,530 4,580 5,555 3,088 7,760 374
Included in the table above are dervatives held for hedging purposes as folows:
Sank
a4 2M3 212
Assei LimblHes. Agzats Uil Fies Aszats UabiHes
£m £m Em £m Em Em
Fair value hedging
Exchange raie contracts 29 — 23 a 1 5
Interest rate contracts 1,797 1537 1,818 Bo4 2,845 1,188
Cash flow hedging
Interest rate contracts 2,004 T44 1,787 B8O 3,878 554
Met investment hedging
Exchange raie contracts 2 1 i} 1 — 1

The following tabbe shows when hedged cash flows are expected to cccur and when they will affect ncome for designated cash flow hedges.

Bark
[Hrul!. 151&:!. Hﬂ:.um. 1[}\'.!1:.:!:. Oﬂ!ﬂm. Total
014 £m £m £m Em Em £m
Hedged forecast cash fliows expecied to occur
Forecast receivable cash flows 155 448 Br —_ —_ TOO
Forecast payable cash flows (26) 48] 41) (&7) 4 (187)
Hedged forecast cash fliows affect on profit or loss
Forecast receivable cash flows 172 438 B3 — — T
Forecast payable cash flows (26) 48] 42) (67) 4 (187)
M3
Hedged forecast cash fiows expecied to ocour
Forecast receivable cash flows 189 548 128 — — 874
Forecast payable cash flows {11} 3] {23 (71) (2 {161)
Hedged forecast cash flows affect on profit or loss
Forecast receivable cash flows 128 £31 123 — — 852
Forecast payable cash flows (10} 32] [ 7] ] (161}
Mz
Hedged forecast cash flows expecied to occur
Forecast receivable cash flows Zm 623 148 —_ — ey
Forecast payable cash flows 121) ) [k (72 [15) (181)
Hedged forecast cash flows affect on profit or loss
Forecast receivable cash flows 219 ilLi] 141 — — it}
Forecast payable cash flows (20} (33] (40) [T2] [15) (180}
23z
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15 Debt securities
Groug
Ciher

Ceniral and local govemment firancial Of mhich
UK us Olrer Eanks  rgflutons Copomiz Total AEE (1)
M4 £ £m £m Em Em Em &m £m
Held-for-trading 6,218 7,708 24 448 1,30 7,383 1,878 49,128 3,559
Designated as at fair value through profit or loss — — — — 1 — 1 —
Awalable-for-sale 4,747 5,230 BAT2 3,276 4,768 46 27540 3433
Loans and receivables — — — 178 2,751 138 3,088 2714
Hedd to maturity 4 537 — — — — 4537 —

15,502 12,830 33,820 4,846 14,804 2,183 84,274 9,781

Awnalable-for-sale

Gross unrealised gains 451 144 aoo 8 142 fi 1,051 128
Gross unrealised losses (1) 15 (1] — {56} i2) (65) [5E)
213

Held-for-trading B7B4 10845 22567 1808 12,407 1977 58258 10674
Designated as at fair value through profit or loss — — — — 14 — 14 14
Available-for-sale B4 11458 B.824 2531 13200 145 &0ga7 18978
Loans and recefables 10 1 — 168 3,426 136 3,742 3,423

13,210 22,402 20,381 4,308 28,137 2,258 100,826 21,087

Axalable-for-sale

Gross unreased gains 201 72 106 2 333 g 823 3
Gross unreased ksses {ag) {28) {25) {1 {108) 1] {378) {252
HHZ

Held-for-trading TEEZ 17303 26344 2036 21722 1833 77030 18819
Designated as at fair value through profit or loss — — — B8 810 1 887 518
Avalable-for-sale 7850 17514 10083 2833 15067 114 54581 13953
Loans and receivables 5 — — 37 3,883 282 4297 3,683

15647 M817T 36477 5332 41982 2330 138535 41,751

Awalable-for-sale

Gross unrealised gains o4 BE1 570 17 582 8 2.8 847
Gross unrealsed losses — (1] — {1) [122) — (124} {124)
[

(1) Includes assel-backes sacurties lssued by LS federal agencies and govemment sponsared enties, and coversd bonds.

Gross gains of £314 million (2013 - £1,044 millicn; 2012 - £1,686 millicn) and gross losses of £20 million (2013 - £48 million; 2012 - £30 million) were
realised on the sale of available-for-sale securiies in continuing operations.

Gross gains of £20 million (2013 and 2012 - nil) and gross losses of £3 million (2013 and 2012 - nil) were realised on the sale of available-for-sale
securities in discontinued operations.

233
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15 Debt securities continued
Bank
Diher

Caniral and local gosemment francal Cfmkich
UK us: Diter Banks  Insfiuions Cagomiz Tokal AEE 1]
14 £m £m £m E£m Em Em &m £m
Held-for-trading 6,218 1.282 24,373 1,318 4447 1573 38,210 1,380
Awadable-for-sale 4,827 &,070 7214 2,523 527 20 24,725 3348
Loans and receivables — — — 178 18,305 138 18,122 18,782
Hedd to maturity 4,537 — — — — — 4,537 —
15,382 6,353 31,5687 4B 23,523 1,731 37,504 23,500

Axalable-for-sale

Gross unreafised gans 450 144 208 5 141 — 1,038 128
Gross unrealised losses (1] [l — — (58) — (62) [Li)]
M3
Held-for-trading 6,784 1.234 20,268 1,356 3,745 1,044 34412 2,150
Designated as at far value through profit or loss — — — —_ 456 — 458 458
Analable-for-sale 6,438 6,718 6462 2138 6,308 110 28,251 4,725
Loans and recenvables Li] — — 168 28,807 138 29,208 28,883
13,208 7,052 26,721 3,064 30,404 1,280 92,327 38,224
Axalable-for-sale
Gross unreabsed gans 201 240 105 2 22 — T2 il
Gross unrealsed losses {88) [] {25) {1) (112) — [236) {112)
Mz
Held-for-trading 7602 4174 23458 1,815 4,874 gaa 42,884 2,448
Designated as at far value through profit or loss — — — il 1,158 — 1,242 1,082
Awalable-for-sale 7.850 13.8E0 BATT 2,828 B.725 a8 43,0589 7,555
Loans and recenvables — — — 27 34,838 282 35,247 34,818
15,642 18,163 32,835 4,857 40,483 1,357 122 447 45,681
FAwalable-for-sale
Gross unrealsed gans 844 775 57T 17 328 i} 2845 o7
Gross unrealised losses — — _ {1) (122) — {123y {123)
Pt

1) Inciudes assel-hacked securies [ssued by LS federsl sgencies snd govennment sponsonsd entiies, and covened bonds.
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16 Equity shares
Oroun
2w a3 _am2
Listed Unitsied Total Listed Urilsied Total Listed Unilsted Tostal
£m £m £m Em Em £m Em Em Em
Held-for-trading 4,800 25 4724 6,804 e 6,883 12,755 ili] 12311
DCesignated as at fair value
through profit or loss 4] 230 240 41 172 313 243 241 484
Avalablefor-sale 15 224 jrelt] 185 TET BE2 182 BES 1,077
4724 47H 5.3 7,240 1,036 827 12,680 1,182 13,87
Axalable-for-sale
Gross unreaised gans 5 B6 1 73 =] 164 56 ] 142
Gross unrealsed losses 4) {8) (12) (B} (109 (18] (53} (13) (i)

Gross gains of £172 million (2013 - £51 million; 2012 - £88 million) and gross losses of £33 milion (2013 - £12 million; 2012 - £1 million) were reafsed
on the sale of available-for-sale equity shares within confinuing operations. Gross gains of £49 million in 2012 were realised on the sale of available-for-
sale equity shares in discontinued operations.

Dividend income from available-for-sale equity shares in continuing operations was £20 million (2013 - £62 millicn; 2012 - £212 million). Dividend
ncome from available-for-sale equity shares in disconfinued operations was £22 million (2013 - £21 million; 2012 - £22 million]).

Unguoted equity nvestments whose fair value cannot be reliably measured are carried at cost and dlassified as available-for-sale financial assets. They
include capital stock (redeemable at cost) in the Federal Home Loan Bank and the Federal Resarve Bank of nil {2013 - £0U6 billion; 2012 - £0.7 bilion)
that the Group's banking subsidiaries in the US are required to hodd; and a numiber of individually small shareholdings in unlisted companies. Disposals
n the year generated no gains or losses (2013 - nil; 2012 - gans of £2 million) in confinuing operations.

Bank

2014 i 2m3 amz
Listed Unilsied Total List=d Unilsied Total Listed Unilstsd Total
£m £m £m £m Em £m £m Em £m
Held-for-trading 4887 17 4714 6,801 45 6,849 12,230 48 12278
DCeesignated as at fair value
through profit or loss — 40 40 a4 23 107 214 60 74
Avalablefor-sale 4 122 128 142 103 245 140 74 214
4701 178 4880 7127 174 7301 12,584 162 12,788
Avalable-for-sale
Gross unrealsed gains 2 36 33 34 2B B4 an 21 5
Gross unrealised losses — — — (£ (1] () (51) i (52}
AT Investments in Group undertakings
Imeestments in Group undertakings are camied at cost kess impairment. Movements during the year were as follows:
Bank
F. 213 M2
Em £m £m
Af 1 January 42,328 40,282 32,184
Cumrency translation and other adjustments 115 B4 (103)
Additienal investments in Group undertakings 2,088 2,300 8,287
Redemplion of investments in Group undertakings — — (123)
Disposals (904) (54) (83)
{Impaimment)iwrite-back of investments (4,350) [BE) 120
At 31 December 38,857 42328 40,282
235
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A7 Investments in Group undertakings continued

The principal subsidiary undertakings of the Bank are shown below. Their capital consists of ordinary and preference shares, which are unlisied with the
exception of certain preference shares issued by NatWest and the common stock of Citizens Financial Group, Inc. (CFG Inc ). All of the subsidiary
undertakings are owned directly, or indirectly through intermediate holding companies, and are all wholly-owned with the exception of CFG Inc (T0.5%
held). Al of these subsidiaries are included in the Group’s consolidated financial stabernents and have an accounting reference date of 31 December.

Country of Incosporation
Halre of and principal ares
ouzlness o opemion

Mational Westminster Bank Plc (1) Banking Great Britain

Citizens Financial Group, Inc. @ Bianking us

Coutts & Company 2, 21 Private Banking Great Britain

RES Securities Inc @ Broker dealer us

Uister Bank Limited (2, 4y Bianking Morthem Ireland

Mctes

1) The Bank do=s not hold any of The HatiVest preferenos shares In lssue.

(Z) Srares ar not diracly held by e Bank.

(3 Couls & Company' Is ‘wiif uniimibed Fabilty. Bs registersd offce ummmmnwmm
4] Utster Bank Limil=d and s subsidisry undertakings also cperate In the Repubic of

The abowe information is provided in relation to the principal related undertakings as permitted by section 410{2) of the Companies Act 2008. Full
information on all related undertakings will be included in the Annual Return delivered fo the Registrar of Companies for Scofland.

18 Intangible assets

kel
Intemaly
Furchasss generated
Goodwll Intangibies. rtwars Total
014 £m £m Em £m
Cost
At 1 January 17.728 433 4477 22,838
Transfers from fellow subsidiaries — — 4 4
Transfers to disposal groups (8,055) (384 (T30 [B,1TE)
Currency translation and other adjustments 408 T ] 444
Additions — i0 @18 628
Disposals and write-off of fully amortised assets (20) — (1.460) (1,480)
At 31 December 10,081 TE 2,818 13.055
Accumulated amerisation and impairment
At 1 January 7.088 316 2,372 10,238
Transfers from fellow subsidiaries — — 4 4
Transfers o disposal groups (4,088) (284) (248) (4,630
Cumency translation and other adjustments 188 1B (11} 04
Disposals and write-off of fully amortised assets (20) —_ (1.449) [1,468)
Charge for the year
- continuing operations — — 262 2
- discontinued operations — pa | Ta 100
Wiite down of goodwill and other intangible assets
- continuing operations 130 2 am 523
- discontinued operations — — 10 10
At 31 December ) 3,606 T4 1,410 5,280
et bock value at 31 Decermber 8,255 2 1,508 7,785
236
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Coup
Intemaly
Furthasss generated
Goodwil niangl ez srhwars Total
3 £m £ Em £m
Coost
At 1 January 17010 412 4,782 23,114
Transfers from fellow subsidiaries — — 70 70
Currency translation and other adjustments (164) Eil] [14) {185)
Additions — 20 835 204
Disposals and write-off of fully amortised assets (18] (1] (1.308) {1,328)
At 31 December 17728 433 4477 22,638
Accumulated amerisation and impairment
At 1 Janusary TA48T a2 2,822 10,711
Transfers from fellow subsidiaries — — 54 g4
Cumency translation and other adjustments (80} (20 [16) (118)
Disposals and write-off of fully amortised assets {17} {1 (1.200) (1.218)
Charge for the year
- continuing operations — 2B 334 343
- discontinued operations — & a3 ag
Winte down of goodwill and other intangible assets
- continuing operations Pl — palil 423
Al 31 December 7008 316 2,372 10,238
et bock value at 31 Decermber 10,130 117 2,105 12,352
Mz
Cost
At 1 January 18,224 TBS 4,800 23,808
Transfers fromd{to) fellow subsidiaries 5 7] 2 240
Transfers from disposal groups 80 — —_ a0
Cumrency translation and other adjustments (204) {25) (21) (340)
Additions — 3B THT 838
Disposals and write-off of fully amortised assets {105) (380) {1,126) (1,611}
At 31 December ) 17,010 412 4,702 23,114
Accumulated amerisation and impairment
At 1 January T.562 G5B 3,324 11,544
Transfers (o)from fellow subsidiaries — (3 215 210
Transfers from disposal groups 80 — — a0
Cumrency translation and other adjustments {118) 20 (10} (148)
Disposals and write-off of fully amortised assets (72) (380) (1.123) {1.575)
Charge for the year
- continuing operations — 1 480 481
- discontinued operations — 40 48 ag
Wite down of goodwill and other intangible assets
- continuing operations kil B T 5
- discontinued operations — — — —
At 31 December T A48T a2 2822 10,711
et bock value at 31 December 10423 110 1,870 12,403
237
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18 Intangible assets continued
Eank
Intemaliy

Goodaill ’"ﬂ Toal
s £m Em Em
Cost
At 1 January 113 1,059 1,172
Currency translation and other adjustments {1 (19 (200
Transfers to subsidianes — (127} {127}
Additions — 404 404
Disposals and write-off of fully amortised assets {12) (115) {127)
At 31 December 100 1,282 1,382
Accumulated amorisation and impairment
At 1 January 28 17 45
Currency translation and other adjustments {1 (24) [28)
Disposals and write-off of fully amortised assets. {12 {70} (B2)
Charge for the year — 145 145
Wirite down of goodwill and other intangible assels — a2 332
At 31 December 15 460 475
Met book value at 31 December BE ga2 /17
M3
Cost
Af 1 January 131 1,852 1,783
Cumency translation and other adjustments i 2 3
Transfers o subsidiaries — (B0) {80y
Additions — 778 773
Disposals and write-off of fully amortised assets 18] (1,284) (1,313)
At 31 December 113 1,088 1,172
Accumulated amertsation and impairment
Af 1 January 30 720 750
Currency translation and other adjustments 1 5 i
Transfers from fellow subsidiaries — 22 22
Disposals and write-off of fully amortised assets 19 (1.163) {1.212)
(Charge for the year — 252 252
Wirite down of goodwill and other intangible assets 16 211 227
At 31 December 28 17 45
Het book value at 31 December BE 1,042 1,127
iz
Cost
At 1 January 126 1,968 2114
Transfers from subsidiary ] 160 185
Additions — az7 827
Disposals and write-off of fully amortised assets — (1,123) (1,123}
At 31 December 131 1,852 1,783
Accumulated amertsation and impairment
Af 1 January 12 1,228 1,238
Transfers from fellow subsidiaries — 220 229
Disposals and write-off of fully amortised assets — (1.123) (1,123)
Charge for the year — 385 335
Wite down of goodwill and other intangible assets 18 3 4
At 31 December ) 30 720 750
et book value at 31 December 101 932 1,033

258
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The Group's goodwill acguired in business combinations is reviewed
annually at 30 September for impairment by comparing the recoverable
amount of each cash-generating unit {CGU) to which goodwill has been
allacated with its carmying vakee.

Impairment tesfing involves the comparison of the carmying value of a
CGU or group of CGUs with its recowerable amount. Recoverable amount
is the higher of fair value and value in use. Value in use is the present
value of expected future cash flows from the CGU or group of CGUs. Fair
value is the price that would be received to sell an asset in an orderly

Impairment testing inherently invohies a number of judgmental areas: the
preparation of cash flow forecasts for penieds that are beyond the nomal
requiremenits of management reporting the assessment of the discount
rate appropriate fo the business; estimation of the fair value of CGlUs;
and fhe valuation of the separable assets of each business whose
goodwill is being reviewed. Sensiiivity o the more significant variables in
each assessment are presented in the tables below.

The results of the annual impaimment test for 2013 and 2012 are
presented using the reportable segments for these years which differ as a
result of the changes to RBS Group's structure implemented in 2014.

Foliowing the change in reportable segments in 2014, the £2 8 bilkon
goodwill atfributed to UK, Corporate was allocated to Commencial Bankang
(E2.1 balion], UK, Personal & Business Banking (£0.8 bdlion) and
Corporate & Institutional Banking {£0.1 bilicn). All UK Retail, Wealth and
US Retal & Commercial goodwill was allocated to UK Personal &
Business Banking, Private Banking and Ciizens Financial Group
respectively. The goodwill allecated to Corporate & Institutional Banking
was writhen off mmediately following re-segmentation. The change in
reportable segments in 2014 did not impact the impaiment tests
performed in 2013 and 20122

The analysis of goodwill by operating segment is showm in Mote 37.
The carrying walue of goodwill and amount by which it is exceeded by the

recoverable amount is set out below by division along with the key
assumptions applied in calculating the recoverable amount and

The recoverable amounts for all CGUs at 30 Septermiber 2014 were sensitiviies io changes in those assumplions.
based on the value in use test, using management’s latest fve-year
forecasts. The long-term growth rates have been based on respective
country nominal GDP growth rates. The risk discount rates are based on
observable market long-term government bond yields and average
induséry betas adjusted for an appropriate risk premium.
Consequantial mpact of 1% Impact of 5%
Assumphions Recoveratie adverss movement In adverse movement
Tenmical Fretan  amount excesded DCiscounl Temra Inforecast
Goodwl gt discountrale Camying wake e goathmte  pretaeamings
Seplember 2044 £ % % £ £ Etn £hn
UK Personal & Business Banking 33 45 11.5 178 {3.8) (2.5) (1.6)
Commercial Banking 21 45 1.7 an {1.9] (0.8 (1.0)
Private Banking na 45 114 o7 (0.5 (0.3 (nz)
Citizens Financial Group 38 50 14.4 03 1.1} (0.7) (0L7)
Seplembar 2043
UK Retal 2B 4.4 10.4 204 4.2) (3.3 (1.7}
UK Corporate 2B 44 10.5 7.3 (3.3) (2.1 [1.8)
Wealth 0e 44 12.0 .7 (0.4) (0.3 0.2y
US Retal & Commercial 3E 4.8 12.8 4.1 (1.5) (0.9] [0.E)
Seplember 2012
UK Retal 28 47 3.5 13.8 (2.3) (2.4) (1.3)
UK Caorporate 2B 47 13.5 8.3 (2.3) (1.8) (14)
Wealth 0B 47 14.8 18 (0.5) (0.4) (0.3
Irternational Banking 02 47 122 0.3 (1.1) (1.2 (DuE)
US Retal & Commercial 36 5.3 i 2.0 (1.2 (0.8) (0L7)

Other intangible assets are reviewed for indicators of impasment. In 2014, £401 million (2013 - £215 milion; 2012 - £7 millien) of previously capitalised

software were written of.

04
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19 Property, plant and equipment
‘Group
Long Short ‘Comoulers Operaing
Investment Freshoid leasehold Imasehaid and oher Imame
properties premises premises prerbes equipment assels Tl
ma Em £m £m £m £m £m £m
Cost or valuation
Af 1 January 2833 2842 240 1,709 4,182 1,888 13615
Transfers to disposal groups — {131) — [275) (1,034) {210) {1,650)
Transfers from fellow subsidiaries — — — 2 [i] — 3
Curency translation and other adjustments (175) 17 3 10 52 23 ]
Reclassifications — (8) — — ] — —
Additions 17 52 2 59 314 230 T4
Expenditure on investment properties 13 — — — — — 13
Change in fair value of invesiment propertes
- continuing operations (258) — — — — — (28}
Disposals and write-off of fully depreciated assets (B30} {48) (28] (1B5) (302) (321) (1,882)
At 31 December 1,833 2B 213 1,220 2036 1,551 10,777
Accumulated impairment, depreciation and amortisation
Af 1 January — B42 137 931 2030 770 5,749
Transfers to disposal groups — 41) — (205) {300y (55) {1,101}
Transfers from fellow subsidiaries — — — 1 5 — i]
Curency translation and other adjustments — 2 3 7 42 T 55
Write down of property, plant and equipmant — 4 — 2 4 — 10
Disposals and write-off of fully depreciated assets — (20) {22) (B5) 437) (Z34) (B08)
Charge for the year
- continuing operations — &5 a a5 300 185 604
- discontinued operations — 4 — 19 47 g T8
At 31 December — BEG 121 785 2,100 A62 4654
et book value at 31 December 1,833 1,638 a2 535 foki] fats] 3,123
M3
Cost or valuation
Af 1 January 3m 2052 240 1,670 4341 334 15,838
Transfers to disposal groups — (30} — [12) (22) — (B4)
Transfers from fellow subsidiaries 3 8 o 14 41 o aa
Currency translation and other adjustments kil (=) 3 (B (28) — 33y
Reclassifications — i 2) - (8] o —
Additions 95 48 B 100 362 60 695
Expenditure on investment properties 13 — — — — — 13
Change in fair value of invesiment properties
- continuing operations (281) — — — — — (281)
Disposals and write-off of fully depreciated assets (338 (34 {10) [58) [433) (1.485) (2,418)
At 31 December 2,833 2042 240 1,708 4,162 1,800 13,615
Accumulated impairment, depreciation and amortisation
A1 January — B30 127 879 2075 1,123 5,834
Transfers to disposal groups — () — (B (18) — (31}
Transfers from fellow subsidiaries — 3 o 10 25 o 33
Cumency translation and other adjustments — 2 3 (6} 122) (5] [2B)
Write down of property, plant and equipment — 15 3 — — — 13
Disposals and write-off of fully depreciated assets — (12) {g) (4465) (399) (o) (1.022)
Charge for the year
- continuing operations — 104 10 1 316 205 T4i
- discontinued operations — i — 22 0 ] 04
At 31 December ) — i 137 981 2038 70 5,748
Met book value at 31 December 2,833 2 000 103 743 1,253 1,128 7,888
240

406/469



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

MNotes on the accounts

Gmup
Long Short Compulss CperEing
nvesiment Freshold l=asEniod mamehiold and oher Bae
properties prEmizss premizes Dl Eguloment acoaf Total

Mz £m £m £m £m £m Em £m
Cost or valuation
Af 1 January 4413 2 620 182 1,708 4,114 3,302 17,009
Transfers from disposal groups — 107 12 a3 41 — 3
Transfers from fellow subsidiaries 48 12 35 ele B8 o 182
Cumency translation and other adjustments (42) (28] 2] [21) (57) (54) {212)
Reclassifications 24 {22) ) (6} 2 — —
Additions 238 226 B 1 453 402 1,438
Expenditure on investment properfies 10 — o — — o 10
Change in fair value of invesiment properties

- continuing operations [148) —_ — — — — (148)
Disposals and write-off of fully depreciated assets (1.425) (32) {1] (254 [276) [B16] (2,804
At 31 December 3,111 2 p52 240 1,670 4,341 3,324 15,8638
Accumulated impairment, depreciation and amortsation
At 1 January — 687 a3 775 2778 1,187 5,531
Transfers from disposal groups — 43 i aa 28 — 41
Transfers from fellow subsidiaries — 1 16 5 BS - 17
Currency translation and other adjustments — (4) — [11) (50) (21) (BE)
Write down of property, plant and equipment — @ 1 — — — 10
Disposals and write-off of fully depreciated assets — (12} — (D) (283) [482) (833
Charge for the year

- continuing operations — 88 10 108 ] 408 254

- discontinued operations — i - 23 T3 B 10
At 31 December — B28 126 840 2 BED 1,121 5,844
Met book value at 31 December 3,111 2124 114 790 362 2,203 9,834
Imeesiment property valuations principally employ present value The fair value of investment properties includes £235 million of
technigques that discount expecied cash flows. Expected cash fliows deprecigtion since purchase (2013 - £271 milkon; 2012 - £186 million).

reflect rental income, occupancy and residual market values; valuations
are sensitive to changes in these factors. The fair value measuremnent of Rental income from investment properties was £217 million (2013 - £244

non-specalised properties in locations where the market for such million; 2012 - £267 million). Direct operating expenses of imestment
properties is active and fransparent are categonised as level 2 - 78% properties were £81 million (2013 - £81 million; 2012 - £125 million].
(2013 - 48%); otherwise mvestment property fair value measwements

are categorised as kevel 3 - 229 (2013 - 54%). Property, plant and equipment. excluding investment properties, includs

£2 million {2013 - £42 milliom; 2012 - £35 milkon) assets in fhe course of
aluations were camried out by qualified sureeyors who are members of construction.
the Royal Insfitution of Chartered Surveyors, or an eguivalent overseas
body: property with a fair value of £332 millicn was valued by
ndependent valuers.
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19 Property. plant and equipment contnued

Eank
Long short Computers

Frashokd Imasahoid Ieasenod and olher

premises prmlees premises. Ul prent Total
M4 £m £m £m £m £m
Cost or valuation
At 1 January 1,303 i ] TI3 2864 4,788
Transfers from fellow subsidiaries — — 2 2 4
Curency translation and other adjustments {1) (1 1 4 [
Additions 15 —_ 20 210 254
Disposals and write-off of fully depreciated assets {3 [18) {125) (B8] (536)
At 31 December 1,314 T8 [} 2483 4.5
Accumulated impairment, depreciation and amertsation
At 1 January aa1 58 335 1,748 2502
Transfers to fellow subsidiaries — — 1 2 3
Currency translation and other adjustments 1] —_ 2 [i]] (B
Disposals and write-off of fully depreciated assets {1 (18) (45) (272) (337
(Charge for the year 50 5 48 2685 348
At 31 December 408 44 335 1,737 2525
et bock value at 31 December a0s 32 2E3 T4E 1,978
M3
Cost or valuation
At 1 January 1,267 0 BET 2712 4,787
Transfers from fellow subsidiaries — — 8 13 3|
Currency translation and other adjustments | 2 (3 {3 (3
Reclassifications 3 — 5 {2) —
Additions 10 3 55 258 328
Disposals and write-off of fully depreciated assets 2] — (29 [(314) (345)
At 31 December 1,303 i) TX3 2 064 4 738
Accumulated impairment, depreciation and amortisation
At 1 January a3 B 288 1,708 2357
Transfers from fellow subsidianies — — 4 B 12
Cumency translation and other adjustments i] - (1 1) g
Wiite down of property, plant and equipment 2 — — — 2
Disposals and write-off of fully depreciated assets 2 — (20 (23T) (258
(Charge for the year ) 52 5 i) 268 332
At 31 December 361 58 335 1,748 2,502
et bock value at 31 December B4z 33 JE8 k] 2734

24z
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Baank
Long Short Computers
Frashoi: leasenoic leasmhold and oiher
prEmises premizas oremsEs squipmEnt Total
Mz £m Em Em Em Em
Cost or valuation
At 1 January 1.018 4B 708 2408 4,183
Transfers from disposal groups B ] o0 40 219
Transfers from fellow subsidiarias T L] a5 52 129
Cumrency translation and other adjustments (1] — {2) — (3
Reclassifications 2 4 {2) 4 —
Additions 185 3 53 328 580
Disposals and write-off of fully depreciated assets 4] — (185) (122} (321}
Af 31 December ) 1,267 B1 aar 2,712 4787
Accumulated impairment, depreciation and amortisation
Af 1 January 232 24 232 1451 1,935
Transfers from disposal groups e} 4 63 23 113
Transfers from fellow subsidiaries — 16 13 a1 110
Currency translation and other adjustments — — — (3 (33
Disposals and write-off of fully depreciated aszats (2] — (64} (124 (190}
Charge for the year 40 5 2 23 373
Af 31 December 303 40 208 1,708 2357
Met book value at 31 December o54 42 391 1,003 2430
210 Prepayments, accrued income and other assets
Group Eank
M4 03 2 .y 2013 A2
£ £m £ £m £m £m
Prepayments 621 608 862 516 ] 2,083
Arcrued income 429 475 463 181 254 242
Tax recowerable M 168 171 52 7 41
Pension schemes in net sunplus (see Mote 4) 205 214 144 150 110 a4
Interests in associates 282 223 37 a2 &7 185
Other assets 2472 4,185 4,147 1,233 2,380 1,773
4413 5,004 6,104 2,203 3,246 4,433
243
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H Discontinued operations and assets and liabilities of disposal groups

In accordance with a commitment o the EC to sell Citizens Financial Group, Inc. (Citizens) by 31 December 2018, RBS Group disposed of 20.5% of its.
interest in Citizens during the second half of 2014 primarily through an initial public offering in the USA. RBS Group plans io cede control by the end of
2015 and therefore Citizens is classified as a disposal group and its results presented as discontinued operations, with comparatives re-presented.

On reclassification to disposal groups at 31 December 2014, the carnying value of Cilizens excesded its fair value less costs to sell (Fair Value
Hierarchy level 2: based on the quoted price of shares in Ciiizens Financial Group, Inc.) by £3,994 millicn and the camying vakue of the assets and
Fabilities of the disposal group has been adjusted by this amount. This koss has been attributed to the intangible assets of the disposal group.

(a) Lossi{profit) from discontinued operations, net of tax

M4 2013 M2
£m Em Em
Citizens
Interest income 224 2,252 2447
Interest expense {191) (288) (401)
Met mterest income 2013 1,964 2048
Other income 1.042 1,066 1,180
Total income 3,058 3.nzo 3224
Operating expensas (2,123) {2.102) (2,182}
Profit before impaiment losses Bx3 ja ] 1.044
Irnpairment losses {187) [312) (268)
Operating profit before tax T3 A06 775
Tax charge {228) (194 (285)
Profit afier tax 508 210 480
Loss on reclassification to disposal groups (3,004) — —
(Loess)profit from Citzens discontinued operations, net of tax (3,488) 410 420
(k) Cash flows attributable to discontinued operations
Included within the Growp's cash flows are the following amounts atiributable to discontinued operations.
M4 M3 202
£m Em £m
et cash flows from operating activiies 3,987 258 [1,571)
Met cash flows from investing activities 4.194) (1.217) 2,184
et cash flows from financing activities o] (=) [52)
Met increasef|decrease) in cash and cash equivalents 128 {8) (108}
244
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(c) Assets and liabilities of disposal groups

Clizem e 014 2013 2012
£m £m £m E£m Em
Assets of disposal groups
Cash and balances at ceniral banks G222 — a22 — —
Leans and advances fo banks 1.728 17 1,745 15 i
Leans and advances o customers 50,608 — 50,806 aaa 283
DCiebt securities and equity shares 15,665 —_ 15,865 — 5
Deerivatives 402 — 402 1 3
Intangible assets Liliii] — 555 — —
Praperty, plant and equipment 503 46 548 32
Other assats 1,686 3 1,888 53 13
ED,BET [ili] 81,033 7490 304
Liabilities of disposal groups
Deposits by banks 6,74 — 6,704 — —
Customer accounts 61,258 — 61,256 3,180 3
Diebt securities in issue 1.625 —_ 1,825 — —
Deerivatives 144 — 144 1 3
Subordinated liabiities 28 — 228 — —
Other Eabilities 1,223 16 1,238 18 114
71,268 16 71,284 3,210 135

Citizens is mcluded in disposal groups at 31 December 2014,

Disposal groups at 31 December 2013 primanly comprised the Chicago area retail branches, small business cperations and select middle market
relationships in the Chicago market which form part of Citizens Financial Group.
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H Discontinued operations and assets and liabilities of disposal groups contnued
(d) Financial instruments: Classification and valuation hierarchy

28
Far vaie
Caimying Far  aporoemakes
wmiue valuE  camying vake Leemi 2 Lewmi 3
Citizens £bn £hn £on Ebn £bn
Assets
Cash and balances at central banks - loans and receivables 0.8 08 11 i]
Loans and advances fo banks - loans and receivables 1.7 1.7 17
Loans and advances io customers
- held-for-trading 0.2 02 o2
- loans and receivables L)
- finance leases 27
504 504 — 0.4
Diebt securities - available-for-sale 15.3 153 15.3
Equity shares - available-for-sale 0.8 08 e
Derivatives 0.4 0.4 04
Liabilities
Dieposits by banks - held-for-trading 1.7 1.7 1.7
Deposits by banks - amortised cost
- demand deposits 0.1 01 o1
- oiher 50 50 a0
Custormer accounts - amortised cost
- demand deposits 28.9 209 ot ]
- ciher 24 324 24
Diebt securities in isswe - amortised cost 1.8 18 18
Dervatives 0.1 01 o1
Subordinated liabiifies - amortised cost 0.2 0.2 o2

Fair values hawe been established in accordance with Accounting policy 14 (page 180) and 16 (papges 181 and 182), and Mote 11 (page 211).

22 Short positions
Group Bank
F] 203 Mz F-r] 13 2012
Em £m £m Em Em £m
Diehi securities.
- Gowemment 20,856 24 861 3. 529 15,183 15,838 11,984
- Other issuers 1,980 3,087 3411 1,188 1,807 1485
[Equity shares. 212 il E01 211 253 Li, 1]
23,028 28,004 2754 16,580 17,898 14,074
Pate
(1) Al short posilions ane classied as heid-for-frading.
23 Accruals, deferred income and other liabilities.
Group Eank
F- ] 203 FLTF 4 13
Em £m £m Em Em
Motes in circulation 1,803 759 1,684 1,128 1.124
Cument tax 714 510 I3 540 442
Accruals 2,048 2,880 3.278 1,068 1,803
Dieferred income 448 515 Ti8 290 326
Provisions fior liabiliSies and charges (see tables below) 4,782 5,420 3.081 1,570 1.7
Other kabilities (1) 1,886 3,689 2885 427 1,735
12,282 14,753 12,027 5,822 7.2

i
{1} Other labiites incude £28 millon {203 - E25 milllon; 2042 - £24 milllon) in respect of shane-besed compensalion.
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Faymenl  Inizrest Rane Ofher Oher
Frotection customer F% regulalory Fropesty

o e Inswrance {1]  Products{Z)  redeess (3]  LEOR M) imestigations {5 provisions (5] LEgalion (5)  and oirer (7] Total
Provisions fior liabiliSes and charges £m £m £m £m £m £m £m £ £m
At 1 January 2014 fonii] 1.077 335 418 — 150 1,063 B2 5420
Transfer from accruals and other Eabilities — —_ 52 — —_ —_ —_ 0 a2
Transfer to disposal groups — — {53) — — — ) — (57)
Currency translation and other movements — — 8y (2) 2 4 118 {1 113
Charge to income statement

- continuing operafions [ 208 435 — T20 100 112 428 2853

- discontinued operations — — — —_ — — 4 —_ 4
Releases to income statement

- continuing operations — (23] (18] - — — 33) (¥3)  (14E)

- discontinued operations — — — — — — {30 — {30y
Provisions utifised [ (338) (175) (414) {402) 1) {3589 (218) (3.254)
At 31 December 2014 TER 424 i) — i) 183 1,772 BBE 4782

Bank
— o L
Fayment  Inferest Ralz Other Other
Protecicn FX  requiziony Froperty

_ . - irsurance (1) Frodecs (21 mecess (3 UBOR) mvestgefons (51 provisions (5)  Ubga®on (5)  and ofher (71 Total
Provisions fior liabiliSes and charges £m Em £m £m &m Em £m Em £m
At 1 January 2014 348 385 58 418 — i3] 40 382 1,71
Currency translation and other movements — — [t9] {2 2 4) Fal (10} 2
Charge to income statement pali} 23 ag — T20 ] i o] 1.547
Releases to income statement - - 15) {30 — - (o) [48) (84)
Provisions utifised [26T) [264) [33) [3E4) (402) (56 133) (167)  (1,806)
At 31 December 2014 32 154 10 — 320 a7 35 543 1,570
Motes:

{1} To reflect current expenence of PPl complaints received, the Group increased its prowision for PP by £8:50 million in 2014 (2013 - £600 million; 2012
- £1,110 million], bringing the cumulative change to £3.7 billion, of which £2.9 bilion (78%)] in redress had been paid by 31 December 2014. Of the
£3.7 bilion cumulative charge, £3.4 bilicn relates to redress and £0.3 balion to administrative expenses.

The principal assumptions underying the Group's provision in respect of PP sales are: assessmenit of the total nurmber of complamis that the Group
will receive; the proportion of these that will result in redress; and the average cost of such redress. The number of complaints has been estimated
from an analysis of the Group's portfolio of PP policies sold by vintage and by product. Estimates of fhe percentage of policyholders that will lodge
complants (the take up rate) and of the number of these that will be upheld (the uphold rate) have been established based on recent experience,
guidance in F5A policy statements and the expecied rate of responses from proactive customer contact. The average redress assurmpiion is based
on recent experience and FSA calculation rules. The table below shows the sensitivity of the provision to changes in the principal assumptions (all
other assumpiions remaining the same).

Change In
Arfual Cument assumpdon chanpe In peovision
Assumplion o dae )
Single premium book past business rewiew take up rate 40% e ) +-5 +-58
Uphold rate 1) 0% BB +H-5 +-25
Anerage redress ) £1,700 £1,680 +H-5 +-28
Pate:

1) Liphoid rates ewcluds Ciaims where no FF policy was held.

Interest that will be payable on successiul complaints has been included in the provision as has the estimated cost to fhe Group of administering the
redress process. The Group expects the majority of the cash outflows associated with the remaining provision fo have occumred by G2 2018, There
are uncertamnties as to the eventual cost of redress which will depend on aciual complaint volumes, take up and uphold rates and average redress
costs,

Background infiormiation in relation to PP claims ks given in Note 21.
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23 Accruals, deferred income and other liabilities continued

[2)The Group has estimated £1,435 milkon for its Bability in respect of the sale of Interest Rate Hedging Products based on experience, having now
agreed all outcomes with the independent skilled person appointed to review all decisions. The provision includes redress that will be paid to
customners, consequential loss (ncluding inferest) on customer redress, the cost to the Group of exiting the hedging positions and the cost of
undertaking the review.

In 2014, the Group increased its provision by £185 million (2013 - £650 million; 2012 - 700 milkon), principaly reflecfing a marginal increase n
redress experience compared fo expectations and the costof a small numiber of conseguential loss claims over and abowe interest offered as part
of basic redress payments. The outcomes of all cases have now been agreed with the independent skilled person appointed to rewiew all decisions.

The cumulative charge for IRHP is £1.4 billion, of which £1.1 billion relates to redress and £0.3 billion to administrative expenses.

The principal assumpiions underlying the Group's provision are:
=  the proportion of relevant customers with interest rate caps that will ask o be nchuded in the review
+  the type of consequential loss claims that will be received
= movements in market rates that will impact the cost of closing out legacy hedging positions
+  the cost of the review

Uncertainties remamn owver the number of fransactions that will gualify for redress and the nature and cost of that redress, including the cost of
consequential loss claims.

Background information in relation fo Interest Rate Hedging Prodwets claims is given in Note 31.

{3) The Group has provided for ofher customer redress, primarily in relation to investment advice in retail and private banking (£120 milkon) and
packaged accounts (£150 million).

{4} On & February 2013, the Group reached agreement with the FSA, the US Department of Justice and the Commeodity Futures Trading Commission in
relation to the setting of LIBOR and other frading rates, including financial penalfies of £381 million. In December 2013, the Group agreed to pay
settlernent penalfies of approximately £280 million and €131 million to resclee imvestigations by the European Commission inte Yen LIBOR
competiion nfringements and EURIBOR competition infingements respeciively. For further details see Mote 31.

{5} The Group is party to certain legal proceedings and regulatory investigations and continues io co-operate with a number of reguiators. All such
mathers are penodicaly reassessed with the assistance of external professional advisers, where appropriate, to determine the likelihood of the
Group incurring a liability and to evaluate the extent fo which a reliable estimate of any Eability can be made. An additional charge of £820 million
was booked in 2014 (2013 - £124 milion; 2012 - £75 million), primarily relating to investigations into the foreign exchange market, reguiatory fines in
connection with the June 2012 technology incident and other conduct and regulatory matters. Details of these investigations and a discussion of the
nature of the associated uncertainties are given in Mote 31.

(@) Arising out of its normal business operations, the Group is party to legal proceedings in the United Kingdom, the United States and other
urisdictions. An additional charge of £2.050 million was recorded in 2013 as a result of greater levels of certainty on expected outcomnes, primarily in
respect of morigage-backed securities and securiies-related Bigation following third party setfiernents and regulatory decisions. Detaled
descriptions of the Group's legal proceedings and discussion of the associated uncertainties are given in Mote 31,

{7} The property provisions principally comprise provisions for cnenous lease contracts. Provision is made for future rentals payable in respect of vacant
leasehold property and for any shorifall where leased property is sub-let at a rental lower than the lease rentals payable by the Group.

24 Deferred tax
Group Bank
2M4 23 22 it X3 2032
£ £ £rm Em &m £m
Deferred tax liabdity 238 168 7E8 — — —
Dieferred tax asset (1510) (3435  (3.088) (F33) (2208 (28T
Met deferred tax asset (1274)  (3.246) (2277 (FR3) (2288 (28T
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et deferred tax asset comprised:
[T
Far Avalabie Taw
Aroeizrabed walue of for-sale Cash lomses
capis Ceamed FRE financial francisl flow  Share camied
Pension allowsnces  Frovisions gans farsfion Instuments aggets Inlanpibles kedgieg schemes  forsard Chher Toial
£m Em £m £m Em £m £m Em £m Em £m Em £m
At 1 January 2013 (82% 1783 (1.117) B (148) [22) 138 186 &75 {13) (2.878) (11)(2.2TT)
(Disposalsfacquisitions of subsidiaries — {21] — — — — — 1 — — — — 20y
(Charged{icredit) to income statement
- continuing operations 4 (5291 (4420 (13 i 10 4 i] 2 1 1.034 (160) ey
- discontinued operations —_ 45 k%] —_ —_ _ (23) 3B 1 _ _ LT |
(Charged{credit) to other
comprehensive income 245 _ (3 _ _ - [127) — (B832) (1) (34B) — (866)
Currency translations.
and other adjusiments 3 (20) ¥ i] — — — 3 T 3 —  (303) [T} (30B)
At 1 January 2014 (327 1261 (1,503 43 (BT [12) [15) 225 (1) (13) (2.408) (121) (3.248)
Transfer to disposal groups iz (579) 423 — — — 52 (7] 48 — — 28 (ITE)
Charged{icredit) to income statement
- continuing operations 80 (184) BD4 (4] 45 (40) 18 — (B8] [14) 1018 68 1833
- discontinued operafions [6) 33 (38) — — — {2 a1 3] — — a8 82
(Charged{credit) to other
comprehensive income &1 _ —_ —_ _ - 1 — 282 (3 (12) — 348
Cumency translations
and other adjusiments - 11 (27) —_ —_ - 4) —_ - —_ 0 (@) [16)
At 3 December 2014 (344 540 [241) ) (42) [52) 48 — ZE0  (30) (1.47B) T (1,274}
Bark
Arreiemied Tax losses
capilal Defermed FRS Cashfiow  Shae camed
Fersion alowsances  Frovisions pairs  tmnsiion hedging  schemes Jorward Cier Total
Em £m £m £m Em £m Em £m Em £m
At 1 January 2013 (3) (304 (304) H (4] Bar (28) (2,854) {11 (2.87TE)
Charged{credit) to income statement 20 (B8] 111 (&) 27 3 | 1,608 —  1.66d
Credit fo other comprehensive income (8) — — — — (440 —_ [348) —_ (7B
Currency translations and cther adjusiments — — T — — — — (288) — (262)
At 1 January 2014 11 (400 {188) 23 3T 100 {25]  (1,883) {11 (2.288)
(Charged{credit) to income statement 2 (a9) 9 (1 18 T {1 1216 — 1,144
{Credifycharge to other comprehensive income (18) — — — — 101 3] (12) — 0
Acquisitions of businesses. — 350 — — — — — — — 350
Currency translations and other adjustments — — — — — — — — 1 1
At 31 December 2014 (3) (228) {185) 22 (18) 208 29) (238 — (733)

Dieferred tax assets inrespect of unused fax losses are recognised if the losses can be used to offset probable future taxable profits after taking into
account the expecied reversal of other temporary differences. Recognised deferred tax assets in respect of tax losses are analysed below.

M4 M3 2012
£m Em £m
UK tax losses camied fonward

- The Royal Bank of Scotland plo 4EB 1,883 2854
- Naticnal Wesiminster Bank Plc TBE 718 aa
1,267 2411 2720

Owerseas tax losses camed forward
- Ulster Bank lrefand 222 T4 T2
- Citizens Financial Group, Inc. — 11 ar
222 B5 154
1,478 2,408 2 879
240
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24 Deferred tax contnued

UK tax losses

Under UK tax rules, tax losses do not expire and can be camied forward
indefinitely. In his 2014 Auturnn Statement, the UK Chancellor of the
Exchequer announced proposals to restrict the use of losses camied
forward by UK banks to a maximum of 507 of profits in periods from April
2015 onwards. A longer recovery period of the DTA associated with UK
ta bosses will therefore arise, assuming that these proposals are enacted
by Parkament in 2015. Intemational Accounting Standards require the
recoverability of DTAs to be considered by reference to legislation in
force at the balance shest reporting date.

The Royal Bank of Scofland pie - the: defermad fax asset in respect of fax
losses brought forward at 1 January 2014 related mainly to trading losses
that arose in the UK branch of RBS M.\, These were transfemed
following the transfer of activities of the UK Branch of RBS M.V, to The
Royal Bank of Scofland plc. The UK Branch tax losses atirbutable fo
credit market write-downs during the financial crisis were principally
incurred between 2007 and 2008,

The Rioyal Bank of Scotland ple reported 3 taxable profit in 2011 and tax
losses in 2012 and 2013. The taxable loss for 2012 reflected the reversal
of previous own credit gains offset by core banking profitability. In 2013
UK tax losses were largely attributable to loan impairment charges arising
from the RCR accelerated recovery sirategy recerded in the final quarter
of the period. In 2014, core profitability remained strong and a faxable
profit arises. A reduction in the camying value of defemed tax assets of
£701 miflicn was recorded in 2013, In addition, deferred tax of £150
million was not recognised in respect of excess 2013 UK taxable losses.
CIB restructuring will consirain the uiisation of carmed forward fax losses
n the near-term. Conseguently, a further reduction in the camying value
of deferred tax assets of £350 millicn has been reconded in 2014. The
bank expects that the recopnised defemed tax asset of 488 million in
respect of tax losses amounting fo £2,445 million will be recovered by the
end of 2018. The proposed UK tax law change refemed to abowe, if
enacied, is expecied to extend the recovery period by approximately one
YEET.

Mational Wesiminster Bank Fic - the defemed tax asset in respect of tax
losses at 31 December 2014 relates to residual unrelieved trading losses
that arose between 2008 and 2014. 80% of the losses that arose were
relieved against taxable profits arising in other UK Group companies.
Based on the Group's strategic plan, the bank expects that the
recognised defemed fax asset of £738 milion in respect of tax losses
amounting to £3,533 milion will be recovered by the end of 201E. The
proposed UK tax law change refemed fo abowe, if enacied, is expected to
extend the recovery period by approamately two years.

Owerseas tax losses

Lister Bank irfand - a defermed tax asset of £222 millicn has been
recognised in respect of losses of £1,776 milion (2013 - £582 milkon;
212 - £575 milkon) of tofal tax losses of £8,588 million (2013 - £11,575
million; 2012 - £7,827 millicn) camied forward at 31 December 2013,
These losses arose principally as a result of significant impairment
charges that arose between 2008 and 201 3 reflecting the challenging
economic conditions in the Republc of Ineland during that period.
Impairment charges have reduced and Wister Bank Ireland retumed to
profitability during 2014. Based on the Group's strategic plan, the losses
on which a defermed tax asset has been recognised will be utilised against
furture taxable profits of the company by the end of 2021.

Unrecognised defemed tax

Diefered tax assets of £3,778 millicn (2013 - £2.723 million; 2012 -
£1,285 million) have not been recognised in respect of tax losses and
other temporary differences camied forward of £18,760 million (2013 -
£18, 145 milion; 2012 - £10,230 millicn) in jurisdictions where doubt
exists ower the availability of future taxable profits. Of these losses and
other tempaorary differences, £15 million exgpire within five years and

£2 735 million thereafter. The balance of tax losses and other temporany
differences carmied forward has mo time limit.

Dieferred tax liabdities of £158 million (2013 - £188 million; 2012 - £214
miliion) hawve not been recognised in respect of retained eamings of
owerseas subsidiaries and held-over gains on the incorporation of
owerseas branches. Retained eamings of overseas subsidiaries are
expected to be reinvesied indefiniiely or remitted to the UK free from
further taxation. Mo taxation is expected io arise in the foreseeable future
in respect of held-ower gains. Changes to UK tax legisiation langely
exempis from UK tax, overseas dividends received on or after 1 July

2008.
25 Subordinated liabilities
Group Bank

o 2013 amz o 213
Em Em £m Em Em
Diated loan capital 10,450 20,588 21,442 17,830 10,132
Undated loan capital 8,170 9,422 8113 7312 B.576
Preference shares 2,840 3,148 3.2 2,520 2,358
30,484 13,134 33.B51 27,480 30,586
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‘Group
s e 20972018 2020-2038 Tren=ate Pemeta Tokal
2014 - final redemption £m £m Em £m ] £m Em
Sterfing 15 — 4,999 81 — 4,868 10,783
US daollar 530 —_ 400 5320 1.222 4,703 12,181
Euro ™ —_ 2502 2418 — 185 5,904
Oher H25 — 19 it — 281 1,821
2,561 — 7,820 8819 1,222 8,847 30,489
‘Group
Currenlty FalE e 2072019 20208 Treneate: Pemeta Tkl
2014 - call date £m £m £m Em £m £m £m Em
Stering 2,508 5,068 a7 1,712 485 45 106 10,783
US dallar 1.841 1,768 — 3mg 4040 1.506 — 12,181
Euro — B55 334 3T I8 — 48 5,904
Other a v} 273 814 — — — 1,821
4408 B,048 1,164 2,273 4,882 1,551 245 30,489
Group
044 s 2ME-201E 2015203 Tren=ate Pemeta Tokal
2013 - final redemption £m £m Em £m £m £m Em
Sterfing i1} 408 @0 5,385 — 4,825 10,913
US daollar T8 a21 1,064 4442 210 5,848 12,914
Euro 184 aa7 2853 1,717 — 1,538 7080
Oher 3Bs a7 119 B3 — 208 2,242
1,378 2,503 4,194 12337 210 12,510 33,134
Group
Cursenlty 44 s 2ME-20EE 2015-2033 Treneate Pemeia Tkl
2013 - call date Em £m £m Em Em £m Em Em
Sterfing 1 5,119 aas5 1,791 518 43 2,751 10,913
US dallar 2401 2518 426 2,858 3,235 1,387 b 12,914
Euro 1041 815 aa7 4,088 vt — 50 7.080
Oher TE1 B4 202 395 — — — 2,242
4304 B,248 2,070 8,110 4,082 1,430 2,802 33,134
Group
13 m 25207 2018202 Tren=ate Pemeta Tokal
2012 - final redemption £m Em Em m £ Em Em
Sterfing 244 — 629 5471 — 4 587 10931
US daollar B25 a64 1,487 3254 — 5,808 11,934
Euro 1474 — 1,713 3,607 218 1,507 8,520
Oher 42 425 781 fe ] — 335 2482
2 385 1,088 4,580 13,241 218 12327 33,851
Group
Cursenlty 43 F. 2527 2018-202 Treneate Pemeia Tkl
2012 - call date ) Em £m £m Em Em £m Em Em
Sterfing — 454 5,080 821 2 135 2,225 10931
US dallar 1488 3,300 a64 3,123 1,838 1,345 83 11,934
Euro — 2014 280 2833 2.xm 218 45 8,521
Other 2] 715 — 1,174 i — — 2,482
1478 7,383 6,013 7,881 .844 1,688 2,383 33,851
a1
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23 Subordinated liabilities contnued
The following tables analyse fhe remaining contractual maturity of subordinated liabdities by the final redermption date and by the next call date.

Eank
s W6 2017 2020-2028 Thereste Perpeta Tokal
2014 - final redemption £m £m E£m £m £m £m £m
Sterfing 282 — 4,899 — — 4,415 8,708
US daollar i i] — 400 4454 1.008 4,084 10,472
Euro TED —_ 2,502 2416 — —_ 5,708
Other f25 — — Ted — 73 1,594
2,133 — 7801 7686 1,008 8,772 27,480
Eank
Cunentty s W6 2017 2020-2028 Thereste Pempeta Tokal
2014 - call date &m £ £m Em £m £ Em Em
Sterfing 2550 5277 &7 1,712 il 45 an 9,708
U5 dollar 1841 1143 —_ 3mg T 1.262 —_ 10472
Euro — aoe 334 32a X8 — — 5,708
Other — H25 73 Ta8 — — — 1,594
4.400 T.753 1,164 9,255 s 1,337 an 27,430
Eanit
014 e MBS 20152023 Trereste Ferpera Tokal
2013 - final redemption £m £m Em £m £m £m Em
Sterfing aw 275 — 5000 — 4473 9,785
U5 daollar T30 a21 1,064 4027 — 5,284 11,718
Euro 184 a57 2853 177 — 1,331 6,852
Other 385 a7 99 Bi3 — 288 22113
1,48 2,170 4,118 11,557 — 11,377 30,584
Eank
Cunventty 044 e MBS 2015-2023 Treereste Ferpera Toal
2013 - call date £m £m £m Em £m £m £m Em
Steriing 1 5,085 275 1,731 %3] 43 2,578 9,738
U5 dallar 2402 1,638 426 2,855 2526 1177 £ 11,715
Euro 1.0 T5T a57 4,083 o] — — 6,852
Other TS B4 202 k] — — — 22113
4,188 B,564 1,850 9,028 3.2 1,220 2,867 30,584
EBank
2013 o 2MEAHT 20182022 Treeresite PameLa Total
2012 - final redemption £m £m Em £m £m £m Em
Steriing 217 — 27 5,007 — 4078 9,578
US daollar B0 a64 1,487 3,040 — 5,462 11,783
Euro 1474 — 1,713 3607 218 1,308 8.3
Other 42 425 751 BlE — 326 2453
2,353 1,080 4,237 12563 218 11,174 31,835
Eank
Cunentty 2013 o PR 201E-2052 Trereate Pemeva Tl
2012 - call date £m £m £m Em £m £m £m Em
Steriing —_ 217 5,060 Jaa 1.725 135 2,055 8,578
US daollar 1,488 2,858 a64 3127 1,728 1,345 83 11,783
Euro — 2,760 280 2833 2.xm 218 — 8.3
Other — 15 — 1,174 iz — — 2453
1,489 6,551 6,013 7520 B.235 1,688 2,148 31,835
a58
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Issuances and redemptions during the year (value at date of ransaction).

Capita M4 a3 o2
freaiment £m Em Em
New issues
The Royal Bank of Scoffand pic
€1,000 milkon 3.625% subordinated notes 2024 Tier 2 B33 — —
UI5$330 milion 8.1% subordinated nofes 20123 Tier 2 — 258 —
UIEF2 000 million &% subordinated nofes 2023 Tier 2 — 1,210 —
AUDBED million 13.125% subordinated nofes 2022 Tier 2 — — 580
CAD4D million 10.5% subordinated notes 2022 Tier 2 — — 268
CHF124 milion 8.375% subondinated notes 2022 Tier 2 — — ag
504 miflicn 10.5% subordinated notes 2022 Tier 2 — — 480
532,132 million 8.5% subordinated notes 2022 Tier 2 —_ — 1,346
Charter One Financial, Inc 1)
UI5$333 milion 4.153% subordinated notes 2024 Tier 2 185 — —
1155333 million 4.023% subordinated notes 2024 Tier 2 201 — —
53334 milion 4.082% subordinated notes 2025 Tier 2 208 — —
53333 milion 4.771% subordinated notes 2023 Tier 2 — 208 —
U5%334 milion 4.681% subordinated notes 2024 Tier 2 —_ 204 —
UI53350 milion 4.150% subordinated notes 2022 Ineligble — — 214
RBE Foland 5.4
Polish Zloty 101 million ficating rate subcrdinated notes 2013 Tier 2 — 20 —
1,438 1,806 2,973
Redemptions
The Royal Bank of Scoffand pic
UISF750 milon 5% subordinated notes 2014 Tier 2 463 — —
UIS3250 milion 5% subordinated notes 2014 Tier 2 154 — —
AUD3ET million fioating rate subordinated notes Tier 2 217 — —
AUD2ES million fioating rate subordinated notes Tier 2 145 — —
CAD217 million fioating rate subordinated notes Tier 2 B4 — —
I5%322 milon floating rate subordinated notes Tier 2 17T — —
UIS3220 milion floating rate subordinated notes Tier 2 144 — —
LI5$836 milon floating rate subordinated notes Tier 2 431 — —
E227 miflicn floating rate subordinated notes Tier 2 1 — —
CHF34 milkion floating rate subordinated notes Tier 2 23 — —
£50 milion 8% undated nobes Tier 2 i) — —
€176 miflicn floafing rate undated notes Tier 2 138 — —
€170 miflicn floafing rate undated notes Tier 2 133 — —
£1 million floating rate undated notes Tier 2 1 — —
AUCE2 million floating rate notes 2017 (partial redemption) Tier 2 i7 — —
AUDE3.T mflion floating rate subordinated notes 2017 (partial redemption) Tier 2 28 — —
E78.75 milkon floating rate motes 2017 (partial redemption) Tier 2 [i] — —
U53211.9 million fleating rate subordinated notes 2017 (partial redemption) Tier 2 128 — —
£1.250 milkon perpetual regulated securities Tier 1 1,002 — —
USF850 milion floating rate preference shares non-cumulative, US30.01 face value,
senes M Tier 1 f24 — —
€1,000 milken &% subordinated notes Tier 2 — aoa —
UISF50 milkon floating rate subordinated notes Tier 2 — | —
500 miflicn 8% subordinated notes Tier 2 — 415 —
£150 miflicn 10.5% subordinated bonds Tier 2 —_ 150 —
UISF750 milion 5% subordinated notes 2013 Tier 2 — 240 —
AUD1E3 million 6% subordinated notes 2014 {partial redempion) Tier 2 — — 128
AUD145 million fioating rate subordinated notes (parfial redermpéion] Tier 2 — — a7
CAD4ED million 4.25% subordinated notes (partial redempfion) Tier 2 — — 308
LI5%428 milcn fioating rate subondinated notes {partial redemption) Tier 2 — — 270
UI55271 milion fioating rate subordinated notes (partial redemption) Tier 2 — — 171
Pite

(1) Transfesed io disposal groups ot 31 December 2014,
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23 Subordinated liabilities contnued

Capital 014 2013 2012
reaiment Em Em £m
Redemptions confnuwed
The Royal Bank of Scofland pic
US$814 milicn floating rate subordinated notes (partial redempticn) Tier 2 — — 514
€273 miflicn 4.5% subordinated notes {partial redemption) Tier 2 — — 27
CHF186 milion floating rate subordinated notes (partial redemption) Tier 2 — — 114
£398 miflicn floating rate subordinated notes (partial redemption) Tier 2 — — x|
ALUD400 million 8.5% subcrdinated notes (partial redemption)) Tier 2 — — 287
ALUD360 million fioating rate subordinated notes (partial redemplion) Tier 2 — — 24
551,050 million floating rate subordinated modes (partial redempion) Tier 2 — — 683
Lifster Banking Group
£80 milion floating rate subordinated bonds 2018 Tier 2 60 — —
Charter One Financial, Inc
LIS$400 millicn 8.375% subordinated notes Ineligibke — — 2538
4,181 1,853 3,520

The RBS Group has now resumed payments on all discrebonary non-
equity capital instruments following the end of the European Commission
ban in 2012. Fubure coupons and dividends on hybnd capital insiruments
will onfy be paid subject o, and in accordance with, the temns of the:
relevant instruments.

Cerfain preference shares issued by the company are classified as
Eabilities; these secunties remain subject fo the capital manienance rules
of the Companies Act 2008.

26 Share capital and reserves
Alofted, callsd up and fully paid
M4 23 M2
£m Em £m
Ordinary shares of £1 6,608 6,809 8,809

Wumber of shanes - millicns

Ordinary shares of £1

MNon-cumulative preference shares of US50.01
Non-cumulaiive preference shares of €0.01

Ordinary shares

In 2013, one ordinary share was issued at a premium of £208 million on
the cross-border menger with RES Bank (Romania) 5.A in connection
with the transfer of RBS NLV.'s Romania businesses to the company.

In 2012, one ordinary share was issued at a premium of £708 million on
the cross border merger with RBS Il BV, in connection with the transfer
of substantially all of RES N.V_'s Netherlands and EMEA businesses to

the company.
Mo other ordinary shares were issued during 2014, 2013 or 2012,
Preference shares

In 2014, the B50,000 Seres M non-cumulative preference shares of
USF0.01 each issued o the holding company were redeemed.

Alofied, caled up and fuly paid

M4 2013 AHz2
6,608 6,808 8,809
5B 50 54

1 1 1

Reserves

At 31 December 2014, the merger reserve comprises fhe premium paid
o acquire the assets and labilities of RES N_V.'s Korean business and
the premium on shares issued o acquire NatiWest less goodwill
amortisation charged under previous GAAP. No share prermium was
recorded in the Bank financial statements through the operation of the:
merger redief provisions of the Companies Act 1985,

UK |aw prescribes that anly reserves of the Bank are taken into account
for the purpose of making distributions and the permissible appications of
the share premium account.

The Group received capital contributions of £2,870 million in 2012 from
the parent company for which no additional share capital was issued. As
such this has been recorded as a capital confribufion in retained
eamings.

The Group opéimises capital efficiency by maintaining reserves in
subsidianes, including regulated entities. Certain preference shares and
subordinated debt are also induded within regulatory capital. The
remiftance of reserves fo the parent or the redemption of shares or
subordinated capital by regulated enfities may be subject fo maintaming
the capital resources required by the relevant regulator.

254
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2T Leases.
Opersfing leas=
Finance iease coniracts and hire purchass agresments asze
Gross  Fresant vaie Hner Fresant  fulure minimem
waiue |mase reniak
Year in which receipt will occur £m £m £m Em £m
Ma
Within 1 year 3023 {227) 20 2,78 175
After 1 year but within 5 years. 4918 445) (85) 4386 297
After § years 2,993 (1,239) {37) 1,722 ag
Total 10,842 1,811) (142) 8,380 558
3
Within 1 year 3,452 {300 44 3,108 138
After 1 year but within 5 years. 5,891 (534) (251) 5,208 EL
After § years 4,244 {1,481) (423) 2,335 141
Total 13,887 (2,315) (723) 10,848 a3
Mz
Within 1 year 3,805 (330) (40 3,235 293
After 1 year but within 5 years. 5,903 (aom) (187 5,166 512
After § years 4934 (1,708) (315) 2,960 291
Total 14,552 (2,838) (552) 11,361 1,094
Group
M4 203 M2
£m Em Em
Mature of operating lease assets on the balance sheet
Transportation 570 a2z 1,50
Cars and light commercial vehicles 48 G4 435
Other 270 243 287
BEE 1,128 2203
Amiounts recognised as income and expense
Finance leases - contingent rental income {25) (B4) {110y
Operating leases - minimum rentals payable 248 380 332
Finance lease contracts and hire purchase agreements
Accumulated allowance for uncollectable minimum receivables 104 187 |

Amiounts recognised as income and expense in disconfinued operations was £124 million (2013 - £134 million; 2012 - £133 million) in relation o
operating leases - mnirmum rentals payable.
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2T Leases confinued
“fiear In which resicunl vaiue will be recoversd
Afer | year After 2 years
Wi 1 bt within but wihin Aters
year 2years. 5 years years Toal
s £m £m £m Em Em
Operating leases
- franspartation 24 122 B2 o9 a7
- cars and Bght commercial wehicles 10 4 i} — 20
- ofher 24 28 3B ] 94
Finance lease confracts 20 24 ] v 140
Hire purchase agreements. — 1 2 — 3
ki) 177 187 142 S04
M3
Operating leases
- franspartaticn a7 4 217 134 582
- cars and Bght commercial vehicdes 18 8 T - 313
- other 24 25 32 1 az2
Finance lease confracts 41 53 1BE 429 ™
Hire purchase agreements — 1 1 — 2
a0 121 455 5 1,420
0z
Operating leases
- franspaortation 34 182 207 333 1,008
- cars and Bght commercial vehicles "7 LS| 48 1 411
- other a0 12 1] 3 |
Finance lease confracts 33 47 148 38 551
Hire purchase agreements. 1 — 1 — 2
G870 282 =4 A55 2,081

The Group provides asset finance to its customers through acting as a lessor. it purchases plant, equipment and intellectual property, renfing them io
customers under lease amangements that, depending on their ierms, qualify as either operating or finance leases.
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28 Structured entities

A structured entity (SE) is an entity that has been designed such that
woting or similar rights are not the dominant factor in deciding who
conirols the entity, for example. when any vebing nghts relate o
administrative tasks only and the relevant activities are directed by
means of contraciual amangements. SEs are usually established for a
specific, imied purpose. they do not camy out a business or frade and
typically hawve no employees. They take a vanety of legal forms - trusts,
partnerships and companies - and fulfd many different funchions. As well
as being a key element of securitisafions, SEs are also used in fund
management activities to segregate custodial dufies from the fund
management advice.

The Group's imvolverment in cient securiisations takes a number of
forms. It may: sponsor or adminisier a secuntisation programme: provide
Bquidity facilifies or programme-wide credit enhancement; and purchase
secunties isswed by the vehicle.

O aszat securifisations

In own-asset securitisations, the pool of assets held by the SE s either
originated by the Group, or (in the case of whole loan programmes)
purchased from third parties.

The table below analyses the asset categories for those own-asset
securitisations where the fransfemed assets confinue to be recorded on

the Group's balance sheet.
Consolidated structured entities
Securitisations
In a securitisation, assets, or interests in a pool of assefs, are transfemad
generally to a SE which then issues Eabilites to third party investors. The
majority of securifisations are supported through liquidity faciliSes or other
credit enhancements. The Group amanges securnitisations to facilitate
client transactions and undertakes own asset securitisations to sell or to
fund portfolios of financial assets. The Group also acts as an undenariter
and depositor in securitisation fransactions in both client and proprietary
transachions.
Group:
4. 013 iz
Dbt sacuriies In lssus Ceht seouriies In lssus De=tyl seruriies In lssus
Heid by fird - Heskt iy e Held by fhird  Held by free Heid by ihird. Hedd by fine
Assets parties  Gooup 1] Tokal Asmetn partles  Group 1] Total Aozt parfles  Group 1] Total
Asset type £m £m £m £m £m £m £m £m £m £m £m £m
Morigages
- UK 11,882 3543 BBTT 13420 14434 4878 10878 15854 16448 G482 11,863 13425
- Irish 8,503 1887 TE4E 0543 8,300 1880 8751 100841 10,597 3217 7.8 1085
UK, credit cands 217 — 1887 1,587 3,281 500 1625 2125 3,018 243 73 2479
UK personal loans —_ —_ — —_ 3,382 — 3ETT 34w 4,558 — 4283 433
Other loans @ 4,885 4 5245 5248 11,848 71 12078 12143 17,215 352 18084 13418
28,207 5244 248535 29779 427225 7237 AT0D 44448 51827 11,274 43,880 54954
Cash deposits 4,818 6,245 5,308
32,813 48,470 57,2893
Pactes

1) Denf s=curies refained by e Group may De pisdged with cenimil banks.
Z) Comporale, socal ousing and siudent ioans.

Commercial paper conduits

The Group consolidates a number of asset-backed commercial paper
{ABCPF) conduits. A conduit is an SE that issues commercial paper and
uses the proceeds o purchase or fund a pool of assets. The commercial
paper is secured on the assets and is redeemed by further commercial
paper issuance, repayment of assets or funding from bguidity faciities.
Commercial paper is typically shori-dated, usually up to three months. At
31 December 2014, assets held by the conduits totalled £0U6 billion (2013
- £1.6 billion; 212 - £3.8 bilon). At 31 December 2014, 31 December
2013 and at 31 December 2012 the conduits were funded entirely by the

Group.

Covered bond programme

Cerfain loans and advances to cusiomers have been assigned to
bankruptcy remiote limited liabiity partnerships to prowide security for
msues of debt securites by the Group. The Group retans all of the risks
and rewards of these leans, the parinerships are consolidated, the loans
retamned on the Group's balance sheet and the related covered bonds
inchuded within debt securities in isswe. At 31 December 2014, £12.401
miliion of mortgages provided security for debt securities in issue of
£7,114 millicn (2013 - mortgages £18,177 milion, bonds £9,041 millicn;
2012 - mortgages £15,990 millicn, bonds £10,138 millicn).
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28 Structured entities contnued
Unconsalidated structured entities
The Group's interests in unconsobdated structured entities are analysed below.

securitsation sEowrisaim
vetiicies - mhicies - Insmsiment:
sparmoned notsponsorsd  fands and olher Total

M4 £m £m Em Em
Hedd for trading
Loans and advances io customers — 240 2 471
Dbt securities. 167 3,882 3 3a82
Equity shares. — — 310 310
Dierivatives assefs — 1,870 10 1,680
Derivatives liabiities (1] (B4g) [28) (878)
Taotal jlii] 4,852 T 5435
Other than held-for-trading
Loans and advances o customers 203 5347 _ 5,550
Dbt securities. 4T 5,048 13 5,055
Total &g 10,385 13 11,208
Liquidity faciitiesloan commitments — 2,760 — 2780
Guarantees — 71 — Ll
Maximum exposure B45 18,178 448 19471
M3 £m Em Em Em
Held for trading
Loans and advances fo customers 8 140 138 88
Diebi securities 358 0478 4 9838
Equity shares. — 1 588 589
Dierivatives assefs ¥,z 1,163 277 1.703
Dervatives liabiifies {113) (328 230 (E72)
Taotal ) A8 10,451 TiT_ 11,744
Other than held-for-trading
Loans and advances fo customers — 3,067 an 3007
Dieht securities 481 16,130 g 15620
Taotal ) 481 18,087 38 10817
Liquidity faciitiesloan commitments 4 2,830 33 2887
Guarantees — 83 g 82
Maximum exposure 1,001 32,481 a58 34,320

Pactes-

(1) Bt income arsing from inferess i urconsolidated siruciurad enfilies incude infarest recelvabie, rading Income: a3 8 result of changes in fair valus, Tossign mechange gainsfosses and ciher Income
[ e——y

(2 Asponsared enify Is 8 shuckured ently, astsbilshed by the Group whens ihe Group provides Iquidity andior cresl enhancements or provides ongoing sendces o the ety The Group can act as
sponsor for Bs own or for oestomers' ransactions.

(3 In 2044 the Group transtemed £1.756 millon (2013 - £2.113 millon) of asssts v sponsonsd shuchuned nisfies which ane not consolidaed in fhe Grous ard for which Sue Geoup koids no ekt at
31 December 2044, The Income artsing trom fese eniibies was £172 millon (2013 - £152 millon),

(4] The 2013 inisrests In unconsclidaied stuchued has been redsed.
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29 Asset transfers Generally, the agreements require additional collateral fo be provided if
Under IAS 39 a financial assef is transfemed i the Group either (a) the value of the securties falls below a predetermined level. Under
transfers the contracthual rights to receive the asset's cash flows; or (b) standard terms for repurchase transactions in the UK and U5 markets,
retains the night to the asset's cash flows but assumes a contractual the recipient of collateral has an unrestricted right to sell or repledge it,
obligation to pay those cash flows to a third party. Following a transfer subgect to returning equivalent securities on setilement of the transaction.
the financial asset will be derecognised; not derecognised and retained in
full on the Group's balance sheet; or continue to be recognised on the Securies sold under repurchase transactions are not derecognised if the
balance sheet o the extent of the Group's conbnuing invoheerent. Group retains substantially all the risks and rewards of ownership. The
fair value {and camying value) of securities transfemed under such
Transfers that do not qualify for derecognition repurchase transactions included on the balance sheet, are set out
Securiies repurchase agreements and lending transactions below. All of these securities could be sold or repledged by the holder.

The Group enters into securibies repurchase agreemends and securities
lending transactions under which it fransfers securiies in accordance with

normal market practice.
Group Bark
) . . . . 04 2013 202 M4 3 FiF]
Assets subject fo securities repurchase agreements or security lending transactions £m £m £m £m £m £m
DCiebt securities z2ez3 51870 av.i1se 14332 548 55320
Equity shares. 257 5118 8,772 2ERT 5113 8,772

The following table provides analyses of assets that have been transfemed but have failed the derecognition rules under |45 38 and therefiore continue
io be recognised on the Bank's balance sheet.

Bank
2044 (1) 3 AH2

Asset type Em Em £m
UK martgages 8,996 10,332 11,855
UK credit cards 938 1,185 1,128
UK, personal loans — 828 12338
Other loans @ 3122 6,405 9224

13,066 18,350 23,451
Motes:
(1) The fair uslhue of the iranstemed assss |5 £12,523 millon {2013 - £13,545 millon, 2042 - £22,273 millon) where recourss |s o hese assets oy,
(2 Comprises coponie, soctal howsing and student loans.

Assets pledged as collateral
The Group pledges collateral with its counterparties in respect of derivative Esbiliies and bank and other borrowings.

Grp Bank

i M3 M2 o 3 A2
Assets pledged against liabiities Em £m £m £m Em £m
Leans and advances fo banks 11,723 8,872 11,553 10,845 8,050 11,545
Leans and advances o customers 22,188 23,328 24.B14 21,766 17,383 23,040
Securifies 0,483 8,034 1837 8,351 5,220 12,385
43,332 41,034 52738 41,862 32,182 45,850

Liabilities secured by assais
Deposits by banks 481 3,254 2,409 — 531 7423
Customer accounts 130 2,788 3.000 — — —
Deerivatives 38,876 40,744 56,738 38,463 40,185 50,088
38,467 443,784 00,147 38,463 40,776 83,522
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30 Capital resources
The Group's regulatory capital resocurces in accordance with PRA definiions were as follows: -
iranstonal basks Enzz| 2.5 basis
M4 FE] 2012
£m Em £m
Sharehoiders’ equity (excluding non-controlling interests)
Shareholders” equity 46,786 48,786 50,288
Preference shares - equity {1.421) (1.421) (1421}
45,365 47,365 57,887
Mon-controling inferests — T8 137
Regulatory adjustments and deductions )
O credit 1,300 1,518 1,563
Diefined benefit pension fund adjustment (238) 362 213
Met unrealised avallable-for-sale (AFS) gains — (3549) {1.7500%
Cash flow hedging resene (1,029) Ba {1.B15)
Dieferred tax assets {1,222) — —
Prudential valuation adustments. (358) — —
Goodwil and other intangible assats (7.785) (12.352) {12.403)
Expected losses less impainments {1,535) (54 1.B54)
5% of securitisation positions — (T22) {1,001}
Ciher reguiatory adjusiments (841) 50 10]
{11,888) (11,470) (16.437)
CET1 zapital 3678 35,874 41,587
Additional Tier 1 capital
Preference shares - debt — 2,745 2,758
Innowvativelhybrid Tier 1 securities — 3,502 3,551
Qualifying instruments and related share premium subject to phase out 3,503 — —
Qualifying instruments sued by subsidiaries and held by third parties 202 — —
3,705 6,247 8,310
Tier 1 deductions
5% of material holdings — (409) (239)
Tax on expecied losses less impairments — 18 634
— [363) 395
Tier 1 capital 37,384 41,828 43,272
a0
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ERA
transtional basts Ease] 2.5 hasis
M4 O] 2012
£m Em £m
Qualifying Tier 2 captal
Undated subordinated debt — 4,718 4,814
Dated subordinated debt - net of amortisation —_ 18,371 18,121
Qualifying instruments and related share premium 20,427 — —
Qualifying instruments issued by subsidiaries and held by third parties O — —
Unrealsed gains on AFS equity shares —_ 111 40
Collectvely assessed impaiment provisions — s are
21.2M 23,573 73,354
Tier 2 deductions
5Dt of securitisation positions — (722 {1,001}
Expected losses less impaimments — (7] (2.588)
Ar% of material holdings — [40rE) (238}
— (1,201) [3,828)
Tier 2 capital 21,371 22,372 18,524
Supervisory deductions
Unconsolidated investments — Kif (37}
Oiher deductions — (2197} (183)
—_ [253) (230
Total regulatory capital BB TES 83,247 &7 588

In the management of capital resources, the Group is gowemed by the
RES Group's policy to maintain a strong capital base, fo expand it as
appropriate and to uiilise it eficently throughout its activies fo optimise
the return to shareholders while maintaining a prudent relationship
between the capital base and the underlying risks of the business. In
camying out this policy, the RBS Group has regard o the supenvisory
requiremenits of the PRA. The PRA uses risk asset ratio (RAR) as a
measure of capital adequacy in the UK banking secior, comparing a
bank's capital resources with its risk-weighied assets (the assets and off-
balance sheet exposures are ‘weighted' to reflect the inherent credit and
other risks); by intermational agreement, the RAR: should be not less than
8% with a Tier 1 component of not less than 4%. The Group has

complied with the PRA's capital requirements throughout the year.

A mumber of subsidiares and sub-groups within the Group, principally
banking enfities, are subject to various individual regulatory capital
requiremenis in the UK and overseas. Furthermore, the payment of
dividends by subsidiaries and the ability of members of the RBS Group to
lend money to other members of the RBS Group may be subject to
resirictions such as local regulatony or legal requiremnents, the avalability
of reserves and financial and cperating performance.

a1

4271469



MNotes on the accounts

EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

H Memorandum items
Contingent liabilities and commitments

The amounis shown in the table below are intended only to provide an indication of the volume of business cutstanding at 31 Decemnber 2014. Although
the Group is exposed to credit risk in the event of non-performance of the obligations undertaken by custormers, the amounts shown do not, and are not
mtended fo, provide any indication of the Group's expectation of fulure losses.

@roup Bark
. 2m3 Az 2044 L 2012
Em £m Em £m Em £m
Contingent liabilfies
Guarantees and assets pledped as collateral security 11,884 16,70 15413 836 12,842 11,412
Other contingent Eabilities 921 5584 B,7E0 T.TES 3 7,858
20,815 22 203 25173 16,154 16,573 18,371
Commitments
Undrawn formal standby facilities, credit lines and other
commitments to lend
- bess than one year 74,558 T2z 82,753 21632 22,820 23,438
- one year and over 137,777 135,141 12B,306 105,127 107,287 107 054
Other commitments 1,817 2442 1,580 1434 2,320 1,332
213052 214785 M3TIE 128183 132,527 134,904
Total contingent liabities and commitments 234,887 237088 236,911 144,247 140,100 150,295

1) In e nomal courss of business, e Bank guaraniees specified fhind party labililies of coriain subsidanes; ¢ aiso gives underiakings that individual subsidiaries will Tulll Teir obilgations i i

coniraciual or ofher aman

Banking commitments and contingent cbligations, which have been
entered into on behalf of customers and for which there are
comesponding obligations from customers, are not included in assets and
Eabilities. The Group's maximum exposure to credit loss, in fhe ewvent of
its obligation crystalising and all counterclaims, collateral or security
proving valueless, is represented by the contractual nominal amount of
these instruments included in the table above. These commitrments and
contingent cbligations are subject to the Group’s nomial credit approval
Processes.

Contingent hiabilities

Guarantees - the Group gives guarantees on behalf of customers. A
financial guarantee represents an imevocable undertaking that the Group
will meet 3 customer's specified cbligations to a third party if the
custormer fails to do so. The maxamuem amount that the Group could be
required to pay under a guaraniee is its principal amount as in the fable
above. The Group expects most guarantees it provides o expire unused.

Other contingent labilities - these include standby letiers of credit,
supporting cusiomer debt issues and contingent liabilties relating o
customer trading acfivities such as those arising from performance and
customs bonds, warranties and indermmities.

Commitments

Commitments io lend - under a loan commitment fhe Group agrees to
make funds available to a customer in the fubure. Loan commitments,
wihich are usually for a specified term may be unconditionally cancellable
or may persist, provided all conditions in the loan facility are safisfied or
waved. Commitments o lend include commercial standby faciliies and
credit lines, liquidity facilites to commercial paper conduits and unutiised
owerdraft facilities.

Other commiiments - these include documentary credits, which are
commercial letters of credit providing for payment by the Group to a
named beneficiary against presentation of specified documenis, foreard
asset purchases, forward deposits placed and undrawn note issuance:
and revolving undenwriting facilities, and other short-tem trade related
tramsactons.

Capital Support Deed

The Bank, iogether with other members of the RBS Group, is party o a
Capital Support Deed (CSD). Under the terms of the CSD, the Bank may
be required, if compafible with its legal obigations, to make distributions
on, or repunchase or redeem, its ordinary shares. The amount of this
obligation is limited to the Bank's capital resources in excess of the
capital and financial resources needed to mest its regulatory
requiremenis. The Bank may also be obliged to make onward distribution
io its ordinary shareholders of dividends or other capital distribufions
receiged from subsidiaries that are party to the CSD. The CSD also
provides that, in certain crcumstances, funding received by the Bank
from oéher parties to the CSD becomes immediately repayable, such
repayment being limited o the Bank's avadlable resources.
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Contractual obligations for future expenditure not provided for in the accounts
The following table shows contraciual obligations for future expenditure not provided for in the accounts at the year end.

Group Bank
ma 2013 2012 ] 2013 2012
£m £m £ Em £m £
Operating leases

Minimum rentals payable under non-cancellable leases (1)
- within 1 year 7 8 75 145 148 181
- after 1 year but within 5 years. T84 1,143 1.213 a04 524 547
- after § years 2110 2144 2,261 1,492 1,338 1418
EREY 3635 3,048 2,141 2,080 2127
Capital expendiure on property, plant and equipment ] 38 T M 20 17
Confracts to purchase goods or senvices 1.827 1,162 ang 1,788 1,112 205
4.0 4,535 4,545 3,904 3,182 3,033

EE

property leases.
2] Of which due within 1 y2ar Group - £3589 milllon (2013 - E373 millon; 22012 - E444 milllon) and Sank - £354 million (2013 - £334 millon; 2012 - £385 million).

Trustee and other fiduciary activities

In its capacity as trestee or other fiduciary role, the Group may hold or
place assets on behalf of individuals. trusts, companies, pension
schemes and others. The assets and their income are not included in the
Group's financial statements. The Group eamed fee income of £373
milion {2013 - £408 milkon; 2012 - £414 million) from these activities.

The Financial Services Compensation Scheme

The Financial Services Compensation Scheme (FSCS), the UK's
stabutory fund of last resort for customers of authorised financial services
firms. pays compensation if a firm is unable to meet ils obigafions. The
FSCS funds compensation for customers by raising management
expenses levies and compensation kevies on the industry. In relation to
these levies in proportion to their share of total protecied deposits on 31
Diecember of the year preceding the scheme year (which runs from 1
April to 31 March), subject to annual maxima set by the Prudential
Regulation Authority. In addition, the FSCS has the power fo raise levies
on a firn that has ceased to participate in fhe scheme and is in the
process of ceasing to be authorised for the costs that it would have been
Eable to pay had fhe FSCS made a levy in the financdial year it ceased to
be a parficipant in the scheme.

The F5SCS5 has borrowed from HM Treasury to fund compensation costs
associated with the failure of Bradford & Bingley, Heritable Bank,
Kaupthing Singer & Friedlander, Landsbanki lcesave’ and London
Secottish Bank ple. The inferest rate an these bormowings is subject to a
floor being the higher of 12 month LIBOR plues 100 basis points or the:
relevant gilt rate for the equivalent cost of bormrowing from HMT. The
FSCS and HM Treasury have agreed that the period of these loans will
reflect the expected timetable for recovenes from the estates of Bradiord
& Bingley and the other failed banks. The FECS wil levy the deposit
taking sector for its share of the balance of the principal cutstanding for
the non-Bradford & Bingley kean prior fo the FSCS loan facility with HMT
expiring in March 2016. In addition, the FSCS levied an interim payment
relating to resclution costs for Dunfermline Building Society of £100
milion. The capital element levied on the industry in 2014115 scheme
year was £308 million (£283 milkon in the 201314 scheme year).

The Group has accreed £110 million for its share of esfimated FSCS5
levies.
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H Memorandum items continued

Litigation, investigations and reviews

RES plc and ciher members of the RBS Group are party o legal
proceedings and fhe subject of investigation and ciher regulatory and
gowernmental action in the United Kingdom, the Eurcpean Union, the
United States and other jurisdictions.

The RBS Group recognises a provision for a liabilty in relation to these
matbers when it is probable that an cutflow of economic benefits will be
required to setile an obligation resulting from past events, and a refable
estimate can be made of the amount of the obligation. While the outcome
of the legal proceedings. imvestigations and regulatory and governmental
matbers in which the RES Group i involved is inherenily uncertain, the
directors believe that, based on the information available to them,
appropriate provisions have been made in respect of legal proceedings,
investigations and regulatory and governmental matters as at 31
December 2014 (see Mote 23). The aggregate provisions for litigation
and regulatory proceedings of £1,287 milion recognised in 2014,
included a prosision of E720 milkon related to fhe foreign exchange
related investigations, of which £320 milkon was faken in the last quarter
of 2014. The fubure cutfiow of rescurces in respect of any matter may
ultimately prove to be substantially greater than or less than the
aggregate provision that the RBS Group has recognised.

In many proceedings, it is not possible to determine whether any loss is
probabde or to estimaie the amount of any loss. Mumerous legal and
fachual issues may need o be resclved, including through potentially
lengthy discovery and document production exercises and determination
of important factual mafters. and by addressing novel or unsettied legal
questions relevant to the proceedings in question, before a Eability can be
reasonably estimated for any claim. The RBS Group cannot predict if.
how, or when such claims will be resolved or what the eventual
settlernent, damages, fine. penalty or other relief, if any, may be.
particularly for claims that are at an early stage in their development or
wihere claimants seek substantial or indeterminate damages.

There are also siuations where the RBS Group may enter into a
settierment agreement. This may cceur in order to avoid the expense,
management distraction or reputational implications of continuing to
contest liabdity, or in order to take account of the risks inherent in
defending claims or mwvestigations even fior those matters for which the
RES Group believes it has credible defences and should prevail on the
merits. The unceriamniies inherent in all such matters affect the amount
and fiming of any potential cutflows fior both matters with respect to which
provisions have been established and other confingent liabdities. The
Group may not be directly invoheed in all of the following litigation,
imwestigations and reviews but due to the potential implications to the
RES Group of such litigation, imrestigations and reviews, if a final
outcome is adverse to RBS Group it may also have an adverse effect on
the Growp. The future cutflow of resources in respect of any matter may
ultimately prowe o be substantially greater than or less than the
aggregate provision that the RBS Group has recognised for that matter.

Other than those discussed below, no member of the Group is or has
been involved in governmental, legal or regulatory proceedings (including
those which are pending or threatened) that are expected o be material
ndividually or in aggregate.

Litigation

Sharehoider litigation (US)

RESG and certain of its subsidiaries. together with certain current and
former officers and direciors were named as defendants in a purported
class action filed in the United States District Court for the Southern
Diistrict of Mew York involving holders of American Depositary Receipts
{fhe ADR claims).

A consolidated amended complaint asserting claims under Sections 10
and 2 of the US Securifies Exchange Act of 1934 and Secticns 11, 12
and 15 of the Securities Act was filed in November 2011 on behalf of all
persons who purchased or otherwise acguired RBSG's Amernican
Depositary Receipts (ADRs) from issuance through 20 January 2008. In
Septernber 2012, the Court dismissed the ADR claims with prejudice. In
August 2013, the Court denied the planiiffs’ motions for reconsideration
and for leave o re-plead ther case. The plaintffs appealed the dismissal
of this case to the Second Circuit Court of Appeals and that appeal was
heard on 19 June 2014. A decision in respect of the appeal has not yet
been issued.

Sharehoider itigation (LK)

Bebween March and July 20113, claims were issued in the High Court of
Justice of England and Wales by sets of cument and former sharehalders,
against the RES Group {and in one of those dlaims, also against certain
former individual officers and directors) alleging that unérue and
misleading statements andior improper omissions were made n
connection with the rights issue anncunced by the RBS Group on 22 April
21008 in breach of the Financial Services and Marksts Act 2000. In July
2013 these and other similar threatened claims were consolidated by the
Ciourt via a Group Lifigation Order. The RBS Group's defence fo the
claims was filed on 13 December 2013. Since then, further High Court
claims have been issued against the RBS Group under the Group
Litigafion Order. At a case management confierence in December 2014
the judge ordered that trial commence in Decernber 2018,

Other securitisation and securities related litigation in the United States
RES Group companies have been named as defendants in their various
roles as issuer, depositor andlor undenwriter in @ number of claims in the
United States that relate to the securitisation and securifies underwTiting
businesses. These cases include actions by individual purchasers of
securiies and purported class action swits. Together, the pending
individual and class action cases involee the issuance of more than
UI5344 billion of mortgage-backed securifies (MBS) issued primarily from
205 to 2007 In general, plaintifis in these actions claim that certain
disclosures made in connection with the relevant offerings contained
materially false or misleading statements andior omissions regarding the
underariing standards pursuant to which the morigage loans underying
the securities wene issued. RBS Group companies remain as defendants
in maore than 30 lawsuits brought by purchasers of MBS, including fhe
purported class action identified below.
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Amiong these MBS lawsuits are two cases filed in Sepiember 2011 by the
US Federal Housing Finance Agency (FHFA) as conservator for the
Federal Mational Morigage Association (Fannie Mae) and the Federal
Home Loan Mortgage Corporation (Freddie Mac). The primary FHFA
lawsuit remains pending in the United States District Court for fhe District
of Conneciicut. and it relales to approcimately LIS532 billion of MBS for
wihich RBS Group entities acted as sponsor/depositor andior kead
underwriter or co-lead undenwriter. OF these approdmaiely US$9.5 bilkon
were outstanding at 31 December 2014 with cumulative write downs to
date of approximately US$1.08 biion (being the recognised loss of
principal walue suffered by security holders). In September 2013, the
Court denied the defendants’ motion o dismiss FHFA's amended
complaint in this case. Discovery is ongoing and is scheduled io be
substantially completed by the end of 2015.

The other remaining FHFA lawsust that invobees the RBS Group (in which
the primary defendant is Momura Holding America Inc. and subsidiaries)
names RBS Securities Inc. as a defendant by wirue of the fact that it was
an undenariter of some of the securities at issue. Trial in this matter is
scheduled to commence in March 2015 in the United States District Court
for the Scuthemn District of Mew York. Three other FHFA lawsuits (against
JP Morgan, Morgan Stanley and Countrywide) in which RBS Securities
Inc. was an undenariter defendant were setiied without any contribution
from RBS Securifies Inc. On 18 June 2014, ancther FHFA lawsuit in
which RBS Securities Inc. was an undenwriter defendant (against Ally
Financial Group) was settled by RBS Securifies Inc. by payment of
L5529, 5 million.

Other MBS lawsuits against RBS Group companies include three cases
filed by the Mafional Credit Unicn Adminisiration Board (on behalf of LIS
Ceniral Federal Credit Linion, Western Corporate Federal Credit Union,
Southwest Corporate Federal Credit Union, and Members United
Corporate Federal Credit Union), five cases fied by the Federal Home
Loan Banks of Boston, Chicago, Seattle and San Francisco, and a case
filed by the Commonwealh of Virginia on behalf of the Virginia
Retirement System.

RES Group companies are also defendants in a purported MBS class
action entitied Mew Jersey Carpenters Health Fund v. Movastar Morigage
Inc. &t al., which rermains pending in the United States District Court for
the Southemn District of Mew York

The status of the previously disclosed settlernents in the other MBS class
actions in which RES Group companies were defendants is as follows: In
re IndyMac Mortgage-Backed Securities Litigation (final court approval of
settiernent granted in February 2015), New Jersey Carpenters Vacation
Fund et al. w. The Royal Bank of Scotland plc et al. (final court approval
of the settlement granted in Movember 2014, and Lugher v. Couninpeide
Financial Conp. et al. and related cass action cases (final couwrt approval
of the settlement granted in December 2013). In the latter matter, several
members of the setiement class are appealing the court-approved
settlernent to the United States Court of Appeals for the Ninth Circuit.

Certain other claims on behalf of public and private institufional investors
hawe been threatened against the RBS Group in connection with various
morigage-related offerings. The RBS Group cannot predict whether any
of these threatened clairms will be pursued, but expects that several may.
If such claims are asserted and were successful, fhe amounts imohned
may be material.

In many of the secuntisation and securities related cases in the US, the
RES Group has or will have confractual claims to indemnification from the
mssuers of the securites (where an RBS Group company is undenariter)
andior the underlying mortgage originator (where an RBS Group
company is isswer). The amount and extent of any recovery on an
mdemnification claim, howewer, is uncertain and subject to a number of
factors, inchuding the ongoing creditworthiness of fhe indemnifying party a
nurmiber of whom are or may be insclvent.

Lendon Interbank Offered Rate (LIBOR)

Cerfain members of the RBS Group have been named as defendants in a
numiber of class actions and indivadual claims filed in the US with respect
fo the setfing of LIBOR and certain other benchmark interest rates. The
complaints are substanfially similar and allege that cerfain members of
the RBS Group and other panel banks individually and collectively

laws, and state statutory and cormmon law, as well as contracts, by
manipulating LIBOR: and prices of LIBOR-based derivafives in various.
markets through various means.

Maost of the USD LIBOR-related acfions in which RBS Group companies
are defendants, including all purported class actions relafing o USD
LIBOR, have besn transfemed o a coordinated proceeding in the United
States Distict Court for the Scuthemn District of Mew York. In the
coordinated proceeding, consolidated class action complaints were filed
on behalf of (1) exchange-based purchaser plaintiffs, (2} over-the-counter
purchaser plaintiffs, and (3) corporate debt purchaser plaintiffs. In orders
dated 20 March 2013 and 23 June 2014, the Cowrt dismissed plaintifs’
anfifrust cdaims and daims under RICO (Racketeer Influenced and
Comupt Organizafions Act), but declined to dismiss (a) certain
Commodities Exchange Act claims on behalf of persons who transacted
in Eurodollar fubures contracts and options on futures contracts on the
Chicago Mercantile Exchange (on the theory that defendants’ alleped
persistent suppression of USD LIBOR caused loss to plaintiffs), and (b)
cerain contract and unjust enrichment claims on behalf of over-the-
counter purchaser plaintiffs who transacted directly with a defendant.
inchueding purported class actions on behalf of lenders and morigage
bomowers, are subject to motions to dismiss that are being litigated.
Discowery has been stayed in all cases in the coordinated proceeding
pending further crder from the Court. On 21 January 2015, the U5,
Supreme Court held in Gelboim w. Bank of America Conp. that plaintiffs in
the class action on behalf of corporate debt purchasers do not need to
wait untd there is a final judgment in the coordinated proceeding befone
they can app=al the dismissal of their anfifrust caims to the United States
Ciourt of App=als for the Second Circuit.

Certain members of the RBS Group have also been named as
defendants in class actions relating to (i) JPY LIBOR and Euroyen TIBOR
{the ™en achion”). (i) Euribor, and (jii) Swiss Franc LIBOR, all three of
wihich are pending in the United States District Court for the Southern
Diistrict of Mew ‘York. On 2B March 2014, the Cowrt in the Yen acfion
dismissed the plaintiffs’ antitrus: claims, but refused to dismiss their
claims under the Commedity Exchange Act for price manipulation.

Deetails of LIBOR investigations and their cutcomes affecting the RES
Group are set out under Imeestigations and reviews’ on page 267.
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H Memorandum items continued

ISDAFLE antitrust lifigation

Beginning in September 2014, RBS plc and a numiber of other financial
mstitufions were named as defendants in seweral purported class action
complants (now consolidated into one complaint) alleging manipulation
of USD ISDAFIY rates, io the detiment of persons who entered inte
transactions that referenced those rates. The comgplaints were filed in the
United States District Court for the Southern District of New York and
contain ciaims fior unjust enrichment and viclations of the LS. anfifrust
laws and the Commedities Exchange Act. This matter is subject to pre-
discovery motions to dismiss some or all of the claims against the:
defendants.

Credit default swap anfitrust litigation

Certain members of the RBS Group, as well as a number of other
financial instéutions, are defendants in a consclidated antirust class
action pending in the Uniled States District Court for the Southern District
of Mew York. The plaintifis generally allege that defendants viclated the
UL5. antitrust laws by restraining compettion in the market for credit
diefault swaps through various means and fhereby causing inflated bid-
ask spreads for credit default swaps. On 4 September 2014, the Couwrt
largely denied the defandants' modion to dismiss this matter.

FX antitrust Eigafion

Certain members of the RBS Group, as well as a number of other
financial instiutions, are defendants in a consolidated anbitrust class
action on behalf of U5 -based plaintiffs that is pending in the United
States District Couwrt for the Southem District of Mew York. The plaintifs
in this action allege that the defendants viclated the LS. anfitrus: laws by
conspiring to manipulate the foreign exchange market by manipulating
benchmark foreign exchange rates. On 28 January 2015, the court
denied the defendants’ motion to dismiss this acfion. On the same day,
the court dismissed two simiar class acfion complaints that had been
filed on behalf of non-U.5. plaintiffs in Morway and South Horea on the
principal ground that such claims are barmed by the Foreign Trade
Antitrust Improvemnents Act. On 23 February 2015, an additional class
action compdaint was filed in the United States District Court for the
Southern District of New “York on behalf of investors that fransacted in
exchange-raded foresgn exchange futures confracts and'or options on
foresgn exchange futures confracts. The complaint contains allegations
that are substantially similar o those contained in the consclidated
anfitrust class action, and it asserts both antitrust claims and claims
under the Commeodities Exchange Act.

Thomburg adversary proceeding

RES Secuniies Inc. and certain other RBS Group companies, as well as
several other financial institutions, are defendants in an adversary
proceeding filed in the LLS. bankrnuptcy court in Maryland by the trustee
for TMST, Inc. (formery known as Thomburg Merigage, Inc.). The trustee
seeks recovery of ransfers made under certain restructuring agreemends
as, among ofher things, aveidable fraudulent and preferential
conveyances and transfers. On 25 September 2014, the Court largely
denied the defendants’ moticn to dismiss this matier and as a result,
discovery has commenced.

Interest rate hedging products

The RBS Group is dealing with a large number of aciive lifigation claims
in the UK in relation to the sale of interest rate hedging products. In
general caimants allege that the relevant interest rate hedge products
were mis-sold 1o fhem, with some also alleging the RBS Group made
misrepresentations in relation to LIBOR. Claims hawve been brought by
customers who are being considered under the UK Financial Conduct
Authority (FCA) redress programmee, as well as customers who are
outside of the scope of that programme. The RBS Group is encouraging
those customers that are eligble to seek redress under the FCA redress
programme io participate in that programme. The RBS Group remains
exposed to potential claims from customers who were either ineligible to
be considered for redress or who are dissatisfied with their redress offers.

VWeiss v. Mabional Weestminster Bank PLC

MafWest is defending a lawsuit fled by a number of United States
nationals {or their estates, survivors, or heirs) who were vicbims of
termorist attacks in Israel. The plaintiffs allege that MatWest is Eable for
damages arising from those attacks pursuant to the ULS. Antiterrorism
Act because MatWest previously mantained bank accounts and
transferred funds for the Palestine Relef & Development Fund, an
organisation which plaintiffs allege solicited funds for Hamas, the alleged
perpetrator of the attacks. On 28 March 2013, the trial court (the Unied
States District Court for the Eastem District of Mew York) granied
summary judgrment in favour of NatWest on the issue of scienter. but on
22 Septernber 2014, that summary judgment ruling was vacated by the
United States Court of Appeals for the Second Circuit. The appeals court
retumed the case to the trial court for consideration of NafWest's other

asserted grounds for surmmary judgment and, if necessary, for trial.

Investigations and reviews

The Group's businesses and financial condition can be affecied by fhe
fiscal or other policies and actions of various govemmental and
regulatory authorities in the United Kingdom, the European Union (EL),
the United Siates and elsewhere. Members of the RES Group hawve
engaged, and will continue to engage, in discussicns with relevant
gowermnmental and regulatory authorities. including in the United Kingdaom,
the ELI, the United States and elsewhere, on an ongeing and regular
basis regarding operaticnal, systems and control evaluations and issues
including those related to compliance with applicable laws and
regulations, including consumer protection, competition, anti-bribery, anti-
money laundering and sanctions regimes. It is possible that amy matters
discussed or identified may result in imvesfigatory or ofher action being
taken by governmental and regulatory authorites, increased cosis being
mcurred by the RBS Group, remediation of systems and conérols, public
or private censure, resénction of the RBS Group's business actvities or
fines. Any of the events or circurmstances menticned below could have a
material adverse effect on the RBS Group, is business, authorsations
and licences, reputation, results of operations or the price of securities
issued by it
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The RBS Group is co-operating fully with the imvestigations and reviews
diescribed below.

LIBOR and other irading rates

In February 2013, the RES Group announced settlements with the
Financial Senvicas Authorty (FSA) in the United Kingdom, the United
States Commodity Futures Trading Commission and the United States
Depariment of Justice (D) in relation to nvestigations into
submissions, communications and procedures around the sefting of
LIBOR. The RBS Group agreed to pay penalties of EB7_5 million, US$325
milkon and USH150 milkion to these authorities respectively to resohe the
investigations. As part of the agreement with the 00J, RES plc entered
nio a Deferred Prosecution Agreement in relation to one count of wire
fraud retating to Swiss Franc LIBOR and one count for an antitrust
violafion relating to Yen LIBOR. In addition, on 12 Aprid 2013, RBS
Securities Japan Limited entered a plea of guity fo one count of wire
fraud relating to Yen LIBOR and on 6 January 2014, the US District Court
for the: Disfrict of Connecticut entered a final judgment in relation o the
conviction of RBS Securities Japan Limited pursuant fo the plea
agreement.

In February 2014, the RBS Group paid settiement penalties of
approximatety EUR 260 million and EUR: 131 millicn to resohe
investigations by the European Commission (EC) into Yen LIBOR
competition nfrngements and EURIBOR. competition infringements
respectively.

In July 2014, RBS pic and RBS M.V, entered inte an Enforceable
Undertaking with the Australian Securities and Investments Commission
{ASIC) in relation to potential misconduct imvohving the Awstralian Bank
Bill Swap Rate. RBS plc and RBS M.V, undertake in the Enforceable
Undertaking to {a) comply with existing undertakings arising out of the
February 2013 settlement with the United States Commadity Futures
Trading Commission as they relate to Ausiralian Benchmark Interest
Rates, (b) implement remedial measures with respect fo its trading in
Ausiralian reference bank bills and (c) appoint an independent
compliance expert to rewiew and report on RES ple's and RBS NV.'s
implementation of such remedial measures. The remediation measures
nclude ensaring appropeiate recards retention, traming, communications
surveillance and trading reviews are in place. As part of the Enforceable
Undertaking, RBS plc and RBS N.V. also agreed to make a voluntary
contribution of A% 1.6 million to fund independent financial literacy projects
in Australia.

On 21 October 2014, the EC announced its findings that the RBS Group
and one cther financial insfitution had participated in a bilateral cartel
aimed at influencing the Swiss franc LIBOR benchrmark interest rate
between March 2008 and July 2008, The RBS Group agreed io settle the
case with the EC and received full immumity from fines for revealing the
existence of fhe cartel to the EC and co-operating closely with the EC's
ongoing investigation. Also on 21 October 2014, the EC announced its
findings that the RBS Group and three other financial institutions had
participated in a related cartel on bid-ask spreads of Swiss franc inberest
rate derivatives in the Euwropean Economic Area (EEA). Again, the RBS
Group received full immunity from fines for revealing the exdstence of the
cartel to the EC and co-operating closely with the EC’s ongoing

The RBS Group is co-operating with mvestigations and new and cngoing
requests fior information by various other governmental and regulatory
authoriies, including in the UK, US and Asia, into its submissions,
communications and procedures relafing to a number of trading rates,
nciuding LIBOR and other interest rate seftings, and non-deliverable
forwrards. The RBS Group is providing information and documents to the
GFTC and the DCW as part of an investigation into the setting of LISD,
EUR and GBP ISDAFIX and related trading activiies. The RBS Group is
also under investigation by competition authorities in a number of
jurisdictions stemming from fhe acfions of certain mdividuals in the setting
of LIBOR and other trading rates, as well as interest rate-related trading.
Al this stage, the RBS Group cannot estimate reliably what effect, if any,
the outcome of these investigations may have on the RES Group.

Fareign exchange related investigations

In Mowember 2014, RBS plc reached a setlement with the FCA in the
United Kingdom and the Uinited States Commodity Futures Trading
Commission {CFTC) in relafion to investigations into fafings in the bank's
[Foreign Exchange businesses within its Corporate & Institutional Banking
{CIB) segment. RBS plc agreed to pay penalties of £217 million to the
FCA and 5200 millicn to the CFTC to resolve the investigations. Payment
of the fines was made on 18 Nowemnber 2014.

As previously disclosed, the RES Group remains in discussions with
other governmental and reguiatory authorites on similar issues relafing to
failings in the Bank's Foreign Exchange business within its CIB segment,
mchuding setternent discussions regarding the criminal imvestigation
being conducted by the D'0J and certain ofher financial regulatory
authorities. The timing and amounts of any further settlernents and
related Bigation risks and consequences remain uncertain and could be
material.

On 21 July 2014, the Serious Frauwd Office announced that it was
launching a criminal imvestigation into allegations of fraudulent conduct in
the foreign exchange market, apparently involving multiple financial
-IEH'].I'IHE

Technology incident in June 2012

In June 2012, the RBS Group was affected by a technology incident. as a
result of which the procassing of cerain customer accounts and
payments were subject fo considerable delay. The RBS Group agreed to
reimiburse customers for any loss suffered as a result of the incident and
the RBS Group made a provision of £175 millon in 2012,

In April 2013, the FCA announced fhat it had commenced an
enfiorcement investigation info the incident. Thes was a joint investigation
conducted by the FCA together with the UK Prudential Regulation
Authority (PRA). Enforcement proceedings were then commenced. On 20
November 2014, fhe RBS Group announced that it had reached
agreement with the FCA and the PRA over fafings in relation to the
mncdent. The RBS Group agreed a penalty of £42 milkion with the FCA
and £14 milion with the PRA. Separately the Central Bank of Ireland
mitiated an investigation and issued enforcement proceedings against
Ulster Bank Ireland Limited {UBIL), an RBS Group company. On 12
Movember 2014, fhe Central Bank of Ireland anncunced that it had fined
UBIL EUR3.5 million in relation to its investigation.
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H Memorandum items continued

Interest rate hedging products

In June 2012, following an industry wide review, the FSA announced that
the RBS Group and other UK banks had agreed fo a redress exercise
and past business review in relation to the sale of interest rate hedging
products fo some small and medum sized businesses who were
classified as retal clients or private customers under FSA rules. In
Jammary 2013, the FEA issued a report outlining the principles to which it
wished the RBS Group and ciher UK banks to adhere in conducting the
rewsew and redress exercise. This exercise is being scrutinised by an
ndependent reviewer, who is reviewing and approving all redress.
outcomes, and the FCA s oversesing this.

The RBS Group has reached agreement with the independent rewviewer in
relation io redress outcomes for in scope customers. The RBS Group and
the independent rewiewer ane now focussing on customer responses to
resiey outcomes, securing acceptance of offiers and assessing ancillary
issues such as consequential loss clams. The FCA has announced that
the review and redress exercise will be closed fo new entrants on 31
March 2015.

The Central Bank of Ireland also requested UBIL, along with a numier of
Irish banks, to undertake a similar exercise and past business review in
relation to the sale of interest rate hedging preducts to retal designated
small and medium sized businesses in the Republic of reland. The RBS
Group alse agreed fo undertake a similar exercise and past business
rexseyy in respect of relevant customers of RBS International. The review
of the sale of interest rate hedging products to eligible RBS International
customers is complete, and the review of the sale of nterest rate hedging
products o eligible Republic of Ireland customers is expecied to be
completed during Q1 2015.

The RBS Group has made provisions in relafion to the above redress
exgrcises iofalling £1.4 bilion fo date for these matters, including £0.2
Billion in 20114, of which £1 billion had been utilised at 31 December 2014,

FS& mystery shopping revies

In February 2013, the F5A announced the results of a mystery shopping
review it undericok into the investment advice offered by banks and
Building socisties to retail chents. As a result of that review the F5A
announced that fims involved were cooperative and agreed to take
immediaie acfion. The RBES Group was one of fhe firns invoheed.

The action required included a review of the training provided to advisers,
considenng whether changes are necessary to advice processes and
controls for new busness, and undertaking a past business review fo
identify any histonic poor advice (and whene breaches of regulatory
requirements are identified, fo put this right for customers).

Subsequent fo the FEA announcing the results of its mystery shopping
review, the FCA has required the RBS Group to camy out a past business
ressew and customer contact exercise on a sample of histonc customers
that received investment adwice on ceriain lump sum products through
the UK, Financial Planning channel of the Perscnal & Business Banking
{PBB) segment of the RBS Group, which includes RBS plc and MNatWest,
during the period from March 2012 until December 2012 This review is
being conducted under sechion 188 of the Financial Services and Markets
Act, under which a skilled person has been appointed fo carmy out the
exercise. Redress is currently being offered fio certain customers in this
sample group. In addition, the RBS Group has agreed with the FCA that
it will camy out a remediation exercise for a specific customer segment
who were sold a particular structured product, in response fo concems
raised by fhe FCA with regard fo (a) the target market for the preduct and
(b} how the product may have been described fo customers by certain
adwisers. A pilot customer communications exercise o certain cohorts of
custormers was undertaken between November 2014 and January 2015
with a further communication exercise to the remaming cohorts due o be
completed by mid 2015,

Card Protection Plan Limited

In August 2013, the FCA announced that Card Protection Plan Limited
and 13 banks and credit card issuers, including the RBS Group, had
agreed to a compensation schemne in relation to the sale of card andior
identity probection insurance fo certamn refail customers. The closing date
befiore which any claims under the compensation scheme must have
been submitted has now passed and only exceptional cases will be dealt
with prior to a final closure date for the scheme of 28 February 2015. The
RES Group has made appropriate provision based on its estimate of
ultimate exposure.

Packaged accounts

As a result of an uphft in packaged account complaints, the RBS Group
has proactively put in place dedicated resource to investigate and resolve
complaints on an individual basis.

FCA review of GRG treatment of SMEs

In Mowember 2013, a report by Lawrence Tomlinson, entrepreneur in
resadence at the UK Gowermment's Department for Business Innowvation
and Skills, was published (Tominson Report). The Tomlinson Report was
critical of the RBS Group's Global Restructuring Group's reatment of
SMEs. The Tomiinson Report was passed to the PRA and FCA. Shorthy
thereafier, the FCA announced that an independent skilled person would
be appointed under Section 188 of the Financial Services and Marksts
Act to review the allegations in the Tomlinson Report. COn 17 January
2014, Promoniory Financial Group and Mazars were appointed as the:
skilled person. The RBS Group is fully cooperating with the FCAn its
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Separately, in Movember 2013 the RES Group instructed the law firm
Cliffiord Chance to conduct an independent review of the principal
allegation made in the TomBnson Repaort: the RES Group's Global
Restructuring Group was alleged to be culpable of systematic and
institutional behavicur in artificially distressing otherwise viable
businesses and through that putting businesses into inschency. Chfford
Chance pubSshed its report om 17 April 2014 and concluded that there
was no ewidence to support the principal allegation.

A separate independent rewsew of the principal allegation, led by Mason
Hayes & Curran, Solicitors, was conducted in the Republc of Ireland. The
report was published in December 2014 and found no evidence to

support the principal allegation.

Muttilateral interchange fees

On 11 September 2014, the Court of Justice upheld earlier decisions by

the EU Commission and the General Court that MasterCard's multiateral

mdugebe{h‘]mﬂﬂsh’mbﬂﬂapmﬂrﬂ'd
transachions with MasterCard and Maesiro branded consumer credit and

debit cards in the EEA are in breach of competition law.

In April 2013, the EC announced it was opening a new investigation into
mterchange fees payable in respect of payments made in the EEA by
MasterCard candholders from non-EEA coundries.

In May 2013, the EC announced it had reached an agreement with Visa
reganding immediate cross border credit card MIF rates. This agreement
has now been market tested and was made legally binding on 28
Febnuary 2014. The agreement is to last for four years.

In addition, the EC has proposed a draft reguiation on interchange fees
for card payments. The draft regulation is subject to a consultation
process, prior io being finalised and enacted. It is cumently expected that
the regulation will be enacted during the first half of 2015. The cument
draft regulation proposes the capping of both cross-border and domestic
MIF rates for debit and credit consumer cards. The draft regulation also
sets out ofher proposals for refiorm including to the Honour All Cards Rule
50 merchants will be required to accept all cands with the same level of
MIF but not cards with different MIF levels.

In the LK, the Office of Fair Trading {OFT) had previously opened
investigations info domesdic inferchange fees applicable in respect of
Visa and MasterCand consumer and commercial credit and debit card
transactions. On 4 November 2014, the successor body to the OFT, the
Compedition & Markets Authority (CMA), announced that it would not
proceed with its investigations. The CMA took this decision primarily
based on the expected implementation of the draft EC regulation on
interchange fees for card payments, coupled with some commiiments
made by \Visa and MasterCard around its implementation in the LK.
Whist not currently proceeding, the CMA's investigations do formally
remain open and CMA has noted that, if the EC regulafion on interchange
fees did not address its concems, it would then look again at confinuing
with its investigations.

The outcomes of these ongoing investigations, proceedings and
proposed regulation are not yet known, but they may have a material
adwerse efiect on the struchure and operation of four party cand payment
schemes in general and, therefore, on the RES Group's business in this
sechor.

Payment Protection Insurance

Since 2011, the RBS Group has been implementing a policy statement
agreed with the FCA for the handling of complaints about the mis-selling
of Payment Protection Insurance (PPI). The RBS Group has made
provisions fodaling £3.7 billion to date for this matter, including £0.7 billion
in 2014, of which £2.8 bilion has been utilised at 31 December 2014,

Retail banking - EC

Since inffiating an inguiry into retail banking in the EU in 2005, the EC
continues to keep retail banking under review. In |ate 2010 the EC
launched an nitiafive pressing for greater transparency of bank fees and
s curently proposing to legislate for mcreased harmonisation of
terminclogy across Member States. The RBS Group cannot predict the
outcome of these achions at this stage.

UK personal current accountsiretail banking

Fobowng the OF T's publication of a market study report inte the Personal
Current Account (PCA) market in July 2008, the OFT launched a follow
up rewiew of the PCA market in July 2012. This review was intended to
consider whether ceriain initiatives agreed by fhe OFT with banks in light
of the July 2008 report, primarily around transparency, unarranged
owerdrafts and customers in financial difficulty, had been successful and
whefher the market should be refermed to the CompeStion Commission

{CC) for a fuller market investigation.

The OFT's PCA report following this July 2012 launch was published in
Jamuary 2013, The OFT acknowledged some specific improvements in
the market since its last review but concluded that further changes were
required to tackle ongoing concems, ncluding a lack of switching, the
ability of consumers to compare products and the complexity of overdraft
charges. The OFT decided not to refer the market to the CC but said that
it expected to refurn to the question of a refemal to the CC in 2015, or
earlier. The OFT also announced that it would be camying out
behavicural economic research on the way consumers make decisions
and engapge with retail banking semvice, and would study the operation of
payment systems as well as the SME banking market.

On 11 March 2114, the successor body to the OFT and CC, the ChMA,
announced that in addition to its pending SME review (ses below), it
would be undertaking an update of the OFT's 2013 PCA review. On 18
Juty 2014 the ChMA published its preliminary findings in respect of both
the PCA and SME market studies. The CMA provisionally decided to
make a market nvestigation reference (MIR) for both the PCA and SME
market studies. The provisional decision on both PCAs and SMEs was
then subject to a consultation period until 17 September 2014. Following
this period of consultation. on 8 Mowvember 2014, the CMA made its final
decision to proceed with a MIR. The MIR will be a wide-ranging 18-24
month Phase 2 inguiry but at this stage it is not possible to estimate
potential impacts on the RBS Group.
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H Memorandum items continued

SME banking market shudy

The OFT anncunced is market study on compefition in banking for SMEs
in England and Wales, Scofland and Morthem Ireland on 18 June 2013.
Foliowing a consultation on the scope of the market shudy, the OFT
published an update paper on 27 September 2013 setting cut its
proposed scope. On 11 March 2014, the OFT set out some competition
concenns on SME banking and also announced that its successor body,
the CMA, would continue the review. As discussed above, the CMA has
decided o make a MIR for the SME market study in addition io the PCA
study. As regards SMEs, the CMA concluded that it would be more
approprate to make a MIR than accept a set of undertakings in lieu put
forward by the RBS Group, Barclays, HSBGC and Lioyds. Alongside fhe
MIR, the CMA will also be reviewing the prewious undertakings given
following the CC's investigation into SME banking in 2002 and whether
these undertakings need io be varied. At this stage it is not possible to
estimate potential impacts on the RBS Group.

FCA Wholesale Sector Compefifion Feview

On @ July 2014, the FCA launched a review of competifion in the
wiholesale secior to identify any areas which may merit further
mwestigation through an in-depth market study.

The initial review was an exploratory exercise and focussed primarly on
competition in wholesale securiies and investment markets, and related
activifies such as corporate banking. It commenced with a three month
consulation exercise, including a call for inputs from stakeholders.
Following this consultation period, the FCA published its feedback
staternent cn 19 Febnuary 2015, The FCA now intends to undertake a
market study into investment and corporate banking (to laundh in Spring
2015) and potentially into asset management (be launch late 2015 if
undertaken).

Credit default swaps (COS) nwestigation

The RBS Group is a party to the EC's anfitrust inwestigation inte the CDS
mformation market. The RBS Group has recesved and responded fo a
Statement of ObjecSions from the EC and continues to co-operate fully
with the EC's ongoing investigation. In general terms, the EC has raised
concems that a number of banks, Markit and 1SDA miay have jointly
prevented exchanges from entering the COS market. At this stage, the
RBS Group cannot estimate reliably what effect the cutcome of the
mwestigation may hawe on the RBS Group, which may be material.
Diiscowery is undensay.

Securifisation and cofiateralised debt obligation business

In the United States, the RES Group is involeed in reviews, investigations
and proceedings (both formal and informal) by federal and state
gowernmental |aw enforcement and other agencies and self-regulatory
organisations, including the DO and various other members of the
RMBS Werking Group of the Financial Fraud Enforcement Task Force
relating to, among other things. issuance, underwriting and trading in
morigage-backed securites, collateralised debt cbligafions (CDOs), and
synthetic products. In connection with these inguiries, RBS Group
companies have received requests for information and subpoenas
seeking information about, ameng ofher things, the structuring of CDOs,
financing o loan originators, purchase of whole loans, spensorship and
underwriting of securtisations. due diligence, representafions and
waranties, communications with ratings agencies, disclosure to
mwestors, document deficiencies, frading activifies and praciices and
repunchase requests.

In Mowember 2013, the RBS Group anncunced that it had settled with the
US Securities and Exchange Commission {SEC) over its investigation of
RES Securities Inc. relating to due diigence conducted in connection with
a 2007 offering of residendial mortgage-backed securities and
comesponding disclosures. Pursuant to the setfernent, RES Securities
Inc.., without admitting or denying the SEC's allegations, consented fo the
eniry of a final judgment ordering certain relief, including an inpunction
and fhe payment of approximatety USE153 millicn in disgorgement,
penalties. and interest. The settiement was subsequently approved by
the United Siates District Court for the Disirict of Connecticut. The RBS

Group co-operated fully with the SEC throughout the investigation.

In 2007, the Mew York State Atiomey General issued subpoenas to a
wide amay of parficipants in the securitisation and securities industry,
focusing on the information undenvwriters obtained from the independent
firms hired fo perform due diigence on morigages. The RBS Group
completed its production of documents requested by the New York State
Attorney General in 2008, principally producing documents related fo
loans that were pooled info one securitisation transaction. In May 2011,
the New York State Attomey General requested additional information
about the RBS Group's morpgage securitisation business and, folowng
the formation of the RMBS Working Group. has focused on the same or
similar issues as the ciher state and federal RMBS Working Group

investigations described abowve. The investigation is ongoing and the RBS
Group confnues to respond fo requests fior information.

US mortgages - loan repurchase matiers

The RBS Group's CIB business in Morth America has been a purchaser
of non-agency US residential morigages in the secondary market, and an
issuer and undenwriter of non-agency residential mortgage-backed
secunties (RMBS). CIB did not originate or service any US residential
morigages and it was not a significant seller of mortgage loans fo

gowermnment sponsored enterprises (G5Es) (e.g. the Federal Mational
Morigage Associafion and the Federal Home Loan Mortgage

Association).

In issuing RMBS, CIB generally assigned certain representations and
warranties regarding fhe characteristics of the underlying loans made by
the originator of the residential morgages; howewer, in some
circumstances, CIB made such representations and warranties itself.
VWhere CIB has given those or other representations and wammanties
{whether relating to underying loans or othenwise), CIB may be
contractually required to repurchase such loans or indemnify certain
parties against bosses for certain breaches of such representations and
warranies. In certain instances where it is required to repurchase loans
or related securities, CIB may be able fo assert clams against third
parties who provided representations or warranties to CIB when selling
loans toit, although the ability to recover against such parties is
uncertan. Between the start of 2008 and 31 December 2014, CIB
received approimately USE741 million in repurchase demands in
respect of loans made primarily from 2005 to 2008 and related securities
sold where obligations in respect of confractual representations or
warmaniies were undertaken by CIB. However, repurchase demands
presented to CIB are subject to challenge and rebuttal by CIB.
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Citizens Financial Group, Inc (Citizens) has not been an ssuer or
underwriter of non-agency RMBS. However, Citizens is an onginator and
servicer of residential morigages, and it routinely sells such morgage
loans in the secondary market and to GSEs. In the context of such sales,
Citizens makes certain representafions and wamanties regarding the
characteristics of the underlying loans and. as a result, may be
contrachually reguired to repurchase such loans or indemnify certain
parties aganst losses for certain breaches of the representations and
wamaniies conceming the underlying loans. Between the start of 2008
and 31 December 2014, Citizens received US$257 millicn in repurchase
demands and indermmification payment requests in respect of loans
onginated primarily since 2003. However, repurchase demands
presented to Citizens are subject to challenge and rebutial by Gitizens.

Although there has in recent times been disruption in the ability of certain
financial instéutions cperating in the United Siates to complete
foreckosure proceedings in respect of US morigage loans in a timely
manner of at all (incheding as a result of interventions by certain states
and local govemments), to date, Citizens has not been matenally
impacted by such disruptions and the RBS Group has not ceased making
foreclosures.

The RBS Group cannot currently estimate what the ultmate exposure
may be with respect to repurchase demands. Furthermore, the RBS
Group is unable o estimate the exient to which the matters described
above will impact it, and future developments may hawve an adverse
impact on the Group's net assets, operating results or cash flows in any
Citizens consent orders

The actvities of Citizens’ two LS bank subsidianies - Citizens Bank, M.A.
and Citizens Bank of Pennsylvania - are subject fo extensive US laws
and regulations concerning uniair or deceptive acts or praciices in
connection with customer products. Certain of the bank subsidiaries’
pracices with respect to owerdraft protection and other consumer
products have mot met applicable standards. The bank subsidiaries have
implermnented and are continuing to implement changes to mprose and
bring their practices into compliance with regulatory guidance. In April
2013, the bank subsidiares consented to the issuance of orders by ther
respective primary federal banking regulators, the Office of the
Comptroller of the Cumency (OCC) and the Federal Deposit Insurance
Corporation (FOIC) (Consent Onders). In the Consent Orders (which are
publicly available and will remain in effect untl terminated by the
regulators), the bank subsidiaries neither admitted nor denied the
regulators’ findings that they had engaged in decepiive marketing and
implementation of the bank's cverdraft protection programme, checking
rewards programimes, and stop-payment process for pre-authorised
recurring electronic fund transfers.

In connection with the Consent Onders, the bank subsidiaries paid a tofal
of S50 mllion in civil monetary penaliies. The Consent Orders also
require the bank subsidiaries to develop plans o provide restitution to
affected customers (the amount of which is anticipated to be
approximatety L1558 milien), to cease and desist any operafions in
viotation of Section 5 of the Federal Trade Commission Act, and to
submit to the regulators pericdic written progress. reports regarding
compliance with the Consent Orders.

In addition, Citizens Bank, N_A_ agreed to fake certain remedial achions to
improwe its compliance risk management systems and fo create a
comprehensive action plan designed io achieve compliance with the
relevant Consent Order. Restitution plans have been prepared and
submitted for approval, and Citizens Bank, N.A_ has submitted for
approval and is in the process of mplementing its action plan for
compliance with the Consent Order, as well as updated policies,
procedures and programmes related fo its compliance risk management
systems. In addifion to the abowve, the bank subsidianes could face further
formal adminisirative enforcement actions from their federal supervisory
agencies, including the assessment of civil monetary penalties and
restitution, relating fo issues idenfified by Cifizens arising from other
consumer products and related praciices and polices, and they could
face pobential civil litigation.

Gowernance and risk management consent onder

In July 2011, the RBS Group agreed with the Board of Governors of the
Federal Reserve System, the Mew York State Banking Depariment, the
Connecticut Departrment of Banking, and the lllincis Department of
Financial and Professional Regulation to enter into a consent Cease and
Diesist Crder (Govemance Order) to address deficiencies related to
govemance, risk and compiance systerns and conérols in
RES plz and RBS N.V. branches. In the Governance Order, the RBS
Group agreed to create the following written plans or programmes:

U aplmhﬁlﬁgimhca‘damﬂsﬂinrmmntwerﬂgﬂnfhe
cofporate govemance, management, rsk management, and
operations of the RES Group's U5, operations on an enterprise-
wide and business line basis,

*  an enterprise-wide risk management programme for the RBS
Group's LS. operations,

*  aplan to oversee compliance by the RBS Group’s U 5. operafions
with all applicable U.5. laws, rules, regulations, and supervisory
guidance,

*  aBank Secrecy Act'anti-money laundering compliance programme
fior the RBS plc and RBS N.V. branches in the UL5. {the LS.
Branches) on a consolidated basis,

*  aplan to improve the ULS. Branches' compliance with all applicable
provisions of the Bank Secrecy Act and its rules and regulations as
well as the requirements of Regulafion K of the Federal Reserve,

*  acustomer due diigence programme designed fo reasonably
ensure the ideniification and timely, accurate, and complete
reporting by the ULS. Branches of all known or suspected violations
of law or suspicious transactions o law enforcement and
supenisory authorities, as required by apphcable suspicious actvity
reporting |aws and regulations, and

*  aplan designed to enhance the ULS. Branches compliance with
OFAC requirements.
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H Memorandum items continued

The Gowvernance Crder (which is pubicly avalable) identified specific
fiems to be addressed, considered, and included in each proposed plan
or programme. The RBS Group also agreed in the Governance Order to
adopt and implement the plans and programmes after approval by the
regulators, to fully comply with the plans and programmes thereafter. and
o submit to the regulators pericdic writen progress reparts regarding
compliance with the Governance Order. The RBS Group has created,
submitied, and adopted plans andfor programmes to address each of the
areas idenfified above. In connection with the RBS Group's efforts to
implermnent these plans and programemes, it has, among other things.
made investments in technology, hired and trained addsfional personnel,
and rewised compliance, risk management, and other policies and
procedures for the RBS Group's U5, operations. The RBS Group
continues to test fhe effectiveness of the remediabion efforts undertaken
by the RBS Group to ensure fhey are sustainable and meet regulators”
expectations. Furthermore. the RBS Group continues o work closely with
the regulators in its efforts to fulf its obligations under the Govemance
Order, which will remain in effect until terminated by the regulators.

The RBS Group may be subject to formal and infiormal supernvisory
actions and may be required by its IS banking supervisors to take further
actions and mplermnent additional remedial measures with respect io
these and additional matters. The RBS Group's activities in the United
States may be subject to significant Emitations and'or conditicns.

US dollar processing consent order

In December 2013 RBSG and RBS plc agreed a setilement with the
Beoard of Govemors of the Federal Reserve System (Fed), the Mew York
State Department of Financial Senvices (DFS), and the Office of Foreign
Assets Control ({OFAC) with respect to RBS plc's historical compliance
with LIS economic sanction regulations outside the US. As part of the
settlernent, RBSG and RBS plc entered info a consent Cease and Desist
Order with the Fed (U5 Dollar Processing Onder), which remains in effect
unid terminated by the Fed. The US Dollar Processing Crder (which is
publicly available) indicated, among other things, that RBSG and RBS ple
lacked adequate risk management and legal review policies and
procedures fo ensure that activities conducted outside fhe United Siates
comply with applicable OFAC regulations. The RBS Group agreed fo
create an OFAC compliance programme to ensure complance with
OFAC regulations by the RBS Group's global business lines outside of
the United States, and to adopt, implement, and comply with the
programme. Prior to and in connection with the US Dollar Processing
Order, the RBS Group has made imrestments in technology. hired and
trained personnel, and revised compliance, risk management, and other
policees and procedures. The RBS Group also agreed in the US Dllar
Processing Crder (as part of fhe OFAC compliance programme) to hire
an independent consultant to conduct an anmual OFAC compliance
rexsseq of compliance policies and their implementation and an
appropriate risk-focused sampling of U.5. doflar payments.

S Swiss tax programme

In August 2013, the DOJ announced a programme for Swiss banks (the
Programme), to setiie the long-nunning dispute between the LIS tax
authorities and Switzerland regarding the role of Swiss banks in
concealing the assets of US tax payers in offshore accounts. The
Programme provides Swiss banks with an opporbunity to obtain
resolufion, through non-prosecution agreements or non-tanget letiers,
concerning their status in connection with the D0 s investigations.

Coutts & Co Ltd, a member of the RBS Group incorporated in
Switzerland, notified the DOJ that it intended to participate in the
Programme based on the possibdity that some of its cients may not have
declared ther assets in compliance with US tax laws. The Pragramme:
required a detailed review of all US related accounts. The resulis of
Coutts & Co Lid's review were presented to the DOJ in June 2014,
Coutts & Co Ltd has now completed the collection of evidence of the tax
status of all US related account holders. including those US acoount
holders participating in an offshore voluntary disclosure programme. The
results of the review were presented by Coutts to the DOJ on 5
Nowember 2014. Coutts conbinues o cooperate with the DOJ pursuant to
the terms of the Programme. Coutts expects to reach resolution with the
DO in 2015, under the ferms of the Programme. Provision has been
made for the estimated liabilty ansing from this programmereview.

German prasecutor imesfigation inte Coutts & Co Lid

A prosecuting authority in Gemmany is undertaking an investigation into
Coutts & Co Ltd in Switzerland, and current and former employees, for
alleged aiding and abeffing of tax evasion by certan Coutts & Co Ltd
clients. Coutts & Co Lid is cooperating with the: authority.

Review of suitabdity of advice provided by Coutts & Co

In 2013 the FCA conducted a fhematic review of the advice processes
across the UK wealth management indusiry. As a result of this rewiew,
Coutts & Co, a member of the RBS Group incorporated in England and
Wales, decided to underiake a past business review into the sultability of
investment advice provided fo its clients. This review is ongoing. Coutls &
Co is in the process of contacting clients and redress is being offered in
appropriate cases. Provision has been made for the estimated liabdty
arising from fhis programmesresew.

Enterprise Finance Guaranize Scheme

The Enterprise Finance Guarantee (EFG) is a gowemment lending
initiafive for small businesses with viable business proposals that lack
security for conventional lending. The RBS Group has identified a
nurniber of instances where it has not properly explained fo cusiomers
how bomower and guarantor Eabiliies work under the EFG scheme and
will now undertake a review of affected and potentially affected
custorners to determine whether affected customers should be offered
redress. From 2009 io the end of 2014, the RBS Group provided owver
£240 miflicn of lending under the EFG scheme.
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32 Net cash flow from operating activities

Groun Bank
ama 203 iz o 2013 2012
£m £m £ Em £m £m
Operating profit’{loss) before tax - confinuing operations 2403 (7.367) (4, 299) [BEE) 8 (B18)
{Loss)profit before tax - discontinued operations (3.258) i 775 — — —
Decreasef{increase) in prepayments and accrued income: 4 267 208 (110) 1,75 55
Imerest on subordinated liabities 1,202 1314 1.207 1234 1.241 1,134
Diecrease in accruals and deferred income 222) {634 {1,123) [157) (3B4) (BEE)
(Releases fimpaiment losses (1.140) 8440 5,214 (48) 2,538 1,548
Loans and advances weitten-off net of recovenes (5,052) (3,875) (3.555) (2,567) (1.882) [1,823)
Unwind of discount on impaiment losses {247) {388) {478) (ET) (112} {128)
(Profityloss on sale of property. plant and equipment {138) (48] ] 1 — —
Loss/|profif) on sale of subsidiaries and associales 3o {178) 213 () 174
Profit on sale of securities {347) (1,035) [317) (9045) [1,671)
(Charged{credit) for defined benefit pension schemes 483 k] 13 1 (3
Pension scheme curtailment and settierment gains — (3 — (3 —
Cash contribution to defined benefit pension schemes {1,083) (817) (28) 41) [26)
Other prowisions charged net of releases 2478 4407 1453 213 1,580
Other prowisions utiFsed (3,254) (2,048) (1,608) (1,103} (B65)
Depreciation and amortisation 1.105 1.272 511 B34 TE3
Gain on redemption of own debt () {182] — (TT) (454)
Loss on reclassification to disposal groups 1004 — — — — —
Wiite down of goodwill and other intangible assets B33 423 51 383 227 21
Wiite downi{write back) of invesiment in subsidianies — — — 4,353 :li] (120)
Eliminaticn of foreign exchange diferences {3a1) EO7 6,111 123 182 4,933
Other mon-cash iterms Ex3 13,183) 1,468 73 (2, 7E3) 2738
et cash (outflow)inflow from trading actvities (2.513) {1,787) 5,828 2480 238 iLij
Decrease in loans and advances fo banks and cusiomers 13,385 58,381 15,155 14,378 69,801 87418
Decreased{increase) in securities g199 T ETY 12,765 (3.244) 15,425 T34
Decreased{increase) in other assets 385 {800) 24,858 1,180 [5TE) 20,570
({Increase)idecrease in denvative assets (B5,5868) 155771 BB 338 (BB.B45) 157032 80,089
Changes in operafing assets (43.817) 238228 142115 (P4653) 241082 24418
(Decrease)increase in deposits by banks and customers (7.008) (38.205) 16,118 (25,750} (BETDM)  (B411T)
Decrease in debt securifies in issue (16,118)  (23370)  (8s2224) (14.785) (1B.8T2)  [(4P.6B5)
(Decrease)fincrease in ofher liabdities {4,256) 3,660 (27.075) (248 418 (23.351)
Increasal{decrease) in derivative iabilities 64785  (150,145)  (93.033) 86,241 (150,838)  (B20E5)
{Decrease)fincrease in setflement balances and short posifions (4,798) (82]  (13.072) (373) 2,072 (10,835)
Changes in operating lisbiities 2012 (3HE.212)  (178.288) MIFF (263,23 (260.9E3)
Income: taxes (paid)ireceved {302) (185) (B82) 135 322 (B4
et cash cutflow from operating activities (14.420)  (20.965)  (30.438) (2r@51) (21,5600  (50.03%3)
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13 Analysis of the net investment in business interests and intangible assets.

Acquisitions and disposals

Group Bank
ma 2013 2012 ] 213 2012
£m £m £ Em £m £m
Fair value given for businesses acquired (54 — {80) — — (11}
WValue recognised for business transfemed from fellow subsidiary — 381 B227 — 4,096 8,051
Mon-zash consideration — 128 ] — 128 04
Additienal and new inwestments in Group undertakings — — — (1,637} (2,300) [B.287)
Het {ocutfiow)infiow of cash in respect of purchases (54) 4030 BT (1,637} 1,804 459
Other assets sold (2,250) TBS 12 (5] 280 10
Repayment of invesiments. — — — — — 48
Mon-cash consaderation — 3 — — 3 —
{Loss)iprofit on disposal (3 178 150 (213) a4 (174)
Met cash and cash equivalents disposed 8 — — — — —
et {cutfiow)infiow of cash in respect of disposals (2,272) BET 162 [259) 3z 42
Dividends received from associates 10 i 18 — 58 2
Cash expenditure on intangible assets {831) (B46) {808) (i) (64 (B32)
et {outfiow)infiow (2,947) 4237 B.245 (2,358) 1,646 {128}
3 Interest received and paid
- Group - - Eank -
14 FTE] P M4 FiE] A2
£m Em £m £m Em £m
Interest received 12,020 17478 17,740 6,987 11,378 16,242
Irterest paid (4,232) {6.387) (6.758) 4,140 [7.752) {10,405y
8,707 11,082 10,834 2,857 3,827 5,837
315 Analysis of changes in financing during the year
Srare capal, shar premium and merger reservs s ‘Subcninatd llabilies
M4 FTE] 012 M4 213 22
£m Em E£m £m Em £m
At 1 January 43 6EQ 43571 42 885 33,134 33,851 32324
Issue of subordinated liabilties 1438 2,285 2988
Repayment of subordinated liabities 4.181) (1.B68) (264}
Met cash (outflow)infiow from financing — — — {2.743) 417 2704
Cross border menger — 128 706 — — —
Redemption of preference shares 8T — — — — —
Currency translation and other adjustments M — — TE (1.134) (1,177}
At 31 December 44 250 43 698 43,571 30,468 33,134 33,851
Bank
Share caphal, shar= premium and rrEsera ‘Subomiintsd lisbiities
014 FTE] FTF] M4 2013 2012
Em Em £m £m £m £m
At 1 January 32818 32,680 31,884 30,566 31,835 30,014
Issue of subordinated liabilities 833 1,864 2754
Repayment of subordinated liabities 4.121) {1,B68) —
Met cash (outflow)infiow from financing — — — {3.288) 4 2,754
Cross border menger — 128 706 — — —
Redemption of preference shares. 5T — — — — —
Currency translation and other adjustments - — — 202 (1,065) (1,133%)
At 31 December 33,360 J2.818 32,830 27480 30,5668 31,835
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36 Analysis of cash and cash equivalentis

Group i1} Bank (2}
014 FTE] 012 M4 FE] 2012
Em £m Em £m Em £m
At 1 January
- cash 87240 B6,.561 97 446 06,056 83,044 86,842
- cash equivalents ) 0618 46,540 38,280 28572 2,500 34,8580
127 856 133,101 135,838 124,628 126,243 125332
Het cash {outflow)infiow {20.648) {5.145) (2.735) (23.258) (1.615) 11
At 31 December 107,208 27,056 133,11 101,370 124,828 121,243
C .
Cash and balances at ceniral banks TIREI 0,083 74,524 70,852 75,782 70,374
Treasury bills and debt securities. 1.821 il*li} 758 3B 429 430
Leans and advances fo banks 31,504 47 2687 57.81 28,678 48,407 55,789
Cash and cash equivalents 107,208 27,056 133,10 101,370 124,828 129,243
Miotes

:1] Inchues cash colteral posted with bark counterpanies in respect of derfvatve Rabiibes of £11,255 million (2013 - £5,672 millor, 2012 - £11,553 millon).
Inchages cash colteral posted with bark counterpanies in respect of dervatve labiibes of £50.845 million (2013 - £5, 050 millor, 2012 - £11,545 millon).

Certain members of the Group are required by law or regulation to maintain balances with the ceniral banks in the jurisdictions in which they operate.
These balances are set out below.

a4 M2 2z

Bank of England E0.8bn £1.fibn £0.4bn
US Federal Riesemne $1.3bn $1.2bn $1.2bn
Die Mederandsche Bank £0.1bn €0.1bn €0.2bn
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37 Segmental analysis

(a) Reportable segments

The directors manage the Group primarily by cfass of business and
present the segmental analysis on that basis. This includes the review of
net interest income for each class of business - inferest receivable and
payable for all reportable segments is therefore presented net. Segments
charge market prices for senvices rendered between each ofher, having
regand to commercial demands. The segment performance measure is
operating profit/loss).

Organisational structure
On 27 Febnuary 2014, RBS Group announced a revised onganisational
structure comprising the following reportable segments.

L Persona & Business Barking offers a comprehensive range of banking
products and related financial senvices to the UK personal and small
business markets_ it serves custorners through a number of channels
including: the RBS and MatWest network of branches and ATMs in the
UK, telephony, online and mobile. Small businesses include accounts
hawing less than £2 million annual turnower and no cumency transactions.

Lister Bank is a retail and commercial bank in Morthemn Ireland and the
Republic of Ireland. It provides a comprehensive range of financial
senvices through both its Retail Banking division, which provides loan and
dieposit products throwugh a network of branches and direct channels, and
its Conporate Banking division, which provides sensices to businesses
and corporate cusiomers.

Commenrial Banking provides banking, finance and risk management
senvices to the commercial, mid-corporate and corporate sector in the
UK. It offers a full range of banking products and related financial
senvices through a nationwide network of relationship managers,
telephone and intermet channels. The product range includes nvoice
finance through the RBSIF brand and asset finance through the Lombard
brand.

Frivale Bankng provides banking and wealth management services in the
UK through Coutts & Co and Adam & Company, offshore through RBS
International and Isle of Man Bank and internaticnally fhrowgh Coutts &
Co Lid.

Coporate & nsifufiona! Banking senves our corporate and institutional
clients primarily in the UK and VWestem Europe, as well as those US and
Asian multinationals with substantial trade and investment Enks in the
region. Products include debt financing, risk management and trade
senvices, focusing on core product capabiliies that are of most relevance
i chents.

Cenfral Funclions compeises Group and corporate functions, such as
treasury, finance, risk management, compliance, legal, communications
and hurman resources. The Centre manages the Group’s capital
respurces and Group-wide regulatory projects and provides senvices to
the operating segments.

Cifizens Fnancal Group (GFG) provides financial services prmarily through
the Citzens and Charter One brands. CFG is engaged in retal and
corporate banking activities through its branch network in 11 states in the
United States and through nen-branch offices in other states.

Although CFG has been reclassified as a discontinued operation, it
continues to be presented as a reportable segment.

RES Capial Resolufion (RCR) became fully operational on 1 January 2014
with a pool of c.£2B billion of assets with particularly high long-term
capital intensity, credit risk andior potentially volatile outcomes n
stressed environments. RCR brings assets under common management
and increases focus on managing these assets 5o as to release capital.
No business lines were moved to RCR so comparative data has not been
restated.

hgr-Ciore Dnvision was dissohved on 31 December 2013. it managed
separately assefs that RBS Group intended to run off or dispose of. The
division contained a range of businesses and asset portfobios primarity
from the legacy GBM businesses, higher risk profile asset portfolics
nchuding excess risk concentrafions, and other ilbguid portfolios. It also
includied @ mumber of ofher portfolios and businesses including those in
regional markets fhat were no longer strategic to RBS Group.

Reporting changes

A mumber of previously reported reconciling items (Fayment Protection
Insurance costs, Interest Rate Hedging Products redress and related
costs, regulatony and legal actions, restructuring costs, amortisation of
purchased intangble assets, wiite down of other intangible assets and
bank lewy) have now been allocated fo the reportable segments.
Consistent with the manner in which RES Group is managed, operating
profit on a non-statutory basis excludes:

Chan credit adjustments;
Gain on redemption of own debt

o
!
i

and includes the results of Citizens that are included in discontinued
operations in the statutory resulis.

In addition, during 2014 RBS Group also made changes to the method of
allocating costs relating fo Services and Functions.

Comparatives have been restated accordingly for the changes outlined
above.
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Pt Mo Depreciation Impeinment

Irteregt Irierest Total  Operating and (ossesy  Ciperating

Income Income Income eries  proffiloss)
014 £m £m £m £m £m Em Em
UK, Personal & Business Banking 47173 1203 8,078 (3,763) — (2628) 2,045
Ulster Bank 638 194 230 (317) (1) 365 arr
Perscnal & Business Banking 5,408 1,497 8,208 (4.280) (1) o7 2,722
Commercial Banking 2242 1,163 3330 (1.381) (141) (78] 1,782
Private Banking 703 490 1,083 {778} (1) 4 320
Commercial & Private Banking 2015 1,558 4473 (2,157) (142) (72 2,102
Corporate & Institutional Banking 205 3,003 3813 (3.777) (21} 2 117
Central iterms. (550 (415) (865)  (2.015) (7a1) 12 (3,718
Citizens Financial Group 203 1,083 3081 (1.842) (181) (187) 781
RCR 187 15 422 (26E) L 1,208 1,442
MNon-statutory basis 10,279 6,851 17830 (14.438) (1,106) 1,140 3,425
Reconciling iterns
Own credit adjusiments — (128) {12B) — — — [128)
Gain on redemption of own debt — i [i] — — — ]
Wiite down of goodwill — — — ({130 — — (1300
Strategic disposals — 1 1 — — —_ 1
Citizens disconfinued operations (2,013  (1.07E)  (3.081) 1843 130 197 (771}
Statutory basis 3,886 5752 14818  (12.628) (B26) 1,337 2,403
UK, Personal & Business Banking 4812 1,262 5,874 4,021} — (501} 1,352
Ulster Bank @18 240 859 (A37) — (1.774)  (1.,552)
Perscnal & Business Banking 5,231 1,502 8,733 (4.658) — [2,275) (200}
Commercial Banking 2,083 1,187 3240 [1,5661) {135) (BEZ) 842
Private Banking 683 413 1,101 (871) — (28] 1]l
Commercial & Private Banking 2,788 1,615 4331 [2,622) {135) (B81) 1,043
Corporate & Institutional Banking 24 4,150 4974 (6,188) {18) (818 (1.851)
Ceniral iterms. (520} 35 (285] (873 (830) (B4 (2,102)
Citizens Financial Group 1,882 1,073 2985 (1.,987) {183) {156) Lize
Non-Ciore 501 208 o8 (3TE) (78] (4,654)  4.400)
Non-statutory basis 10,584 8,883 19477 (16,607) (1.272) (BA4ly  (6,851)
Reconciling iterns
Own credit adjusiments — (25) (25) — — — [25)
Gain on redemption of own debt — 162 162 — — — 162
Wiite down of goodwill — — — (20B) — — (20B)
Strategic disposals — 181 181 — — — L)l
Citizens disconfinued operations (1,064)  (1,066)  (3,020) 1,838 162 312 (806
Statutory basis 8,830 8,125 18,755  [(14,876) {1,109) (B137)  (T.367)
"Resiabe|
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37 Segmental analysis conbnued
Pt Mo Depreciaion Impaiment
Irteregt Irterest Total  Cperaling and flossesy  Oyperating
Income Income Income aypensas  amorbsadon recosveres profityioss]
iz £m £m £m £m £m £m £m
UK, Personal & Business Banking 4,738 1,277 G018 [3,887) — (T41) 1278
Uister Bank 835 194 iixdl (53E) — (1,364)  (1.072)
Personal & Business Banking 5,374 1,473 0,847 [4,538) — (2,108} 08
Commercial Banking 2,108 1,351 3457 (1,608) (168) (545) 1,138
Priwate Banking 740 443 1,183 (TE) [i] [46) 384
Commercial & Private Banking 2,848 1,789 4 545 (2,380) {182) (581} 1,502
Corporate & Institutional Banking 655 5,113 5,783 4.574) (18] (208 i)
Ceniral iterms. (1,048) 751 {288y (1.188) (280) (B (2.482)
Citizens Financial Group 1,838 1,158 3,097 (1,084) (198) (81) 823
Mon-Ciore B85 870 1,735 (4A5) [248) (2,208 [1,187)
Non-statutory basis 10,632 11,185 21,797 (15,148) (1,614 5.214) (178}
Reconciling items
Own credit adjusiments — (3.004)  (3.004) — — — [3,804)
Gain on redemption of own debt — 454 454 — — — 454
Asset Protection Scheme —_ (4] () — — — (44
Wiite down of goodwill — — — (38) — — [36)
Strategic disposals — 185 185 — — — 185
Citizens disconfinued operations _(2.04E) (11800  (3.226) 1,883 188 60 (TT5)
Statutory basis 8,588 5,678 15282 (13.201) (1,415) (4,045 4,200)
"Resabe
208 2013 iz
Inter Iner iz
Extzmal segmmt Tetal Exizral segment Total Extemal segment Toia
Total revenus £m £m £m £m £m £m £m £m £m
UK, Personal & Business Banking T.155 14 T.ER 7,248 18 7,282 7468 B19 8285
Ulster Bank B21 T BET 1.021 i 1,088 1073 2 1177
Perscnal & Business Banking 7.078 BD E.068 B.267 B3 8,350 B.544 Bia 9482
Commercial Banking 3,500 il 3,028 3,547 ao 3577 3778 44 3635
Private Banking a31 513 1444 o868 420 1,815 1,058 B21_ 1,E80
Commercial & Private Banking 4,431 ] 4,670 4,533 A58 5,182 4,633 BT 5,705
Corporate & Institutional Banking 4,664 EE) B418 6,121 4487 10,808 T.132 5007 12,138
Ceniral iterns. 1.701 3103 4,804 2,852 7885 10,717 3.0ed 12824 15,624
Citizens Financial Group 3328 131) 3,287 T BS 3,302 3427 118 3.545
RCR o7 113 a20 n'a na n'a nia na nia
Non-Ciore nia nia nia 1,207 275 1,482 2047 B11 3.258
22,827 TE4E 30375 28,197 13,454 38,651 20,684 20,248 50,033
Elirmnaticns — (7.548)  (7.548) —  [13454)  (13.454) — (20,348  (20,348)
Non-statutory basis 22,827 —  ZZEIT 28,187 — 28,187 28684 — 20684
Reconciling items
Own credit adjusiments {128) —_ {128) (25) —_ [25) [3,804) — [3,904)
Gain on redemption of own debt [i] — [i] 162 — 182 454 — 454
Asset Protection Scheme — — — — — — (4] — (44
Strategic disposals 1 — 1 161 — 181 185 — 185
Citizens disconfinued operations (3,207) — (3.207) (3.327) — (3.337) 13,043) — [3,043)
Statutory basis 18,368 — 18369 23,168 — 23,188 22732 — 32732
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28 Mz Falby
Inter Intar nisr
. Extemal segment Tetal Exiemal segment Total Extmmal segment Total
Total income Em £ £m Em Em Em £m £m £m
UK Personal & Business Banking 6,081 (18] 6,078 5,881 g 5,874 6,185 {168) G0
Uister Bank BES 135 830 TET 102 259 T75 58 &N
Perscnal & Business Banking 6. 7EG 120 6,008 f,838 a5 6,733 6,880 {113) G847
Commercial Banking 3,685 {315) 3,380 3,505 (315) 3,280 3881 (424) 3457
Private Banking 718 T 1,083 817 454 1,101 537 851 1,183
Commercial & Private Banking 4411 62 4473 4112 168 4,381 4418 7 4 545
Corporate & Institutional Banking 387 i) 3,013 4777 187 4,874 5.47d 82 5,764
Ceniral items. (1,005) 40 {8a5) (10 [185) [2B5) (435) 140 (205)
Citizens Financial Group 3112 {31) 3,081 2,380 Ta 2,085 2,883 109 3,087
RCR B33 {217) 472 n'a n'a n'a nfa nia nia
Mon-Ciore nia nia nia 1,061 [352) 708 2.380 (B55) 1,735
Hon-statutory basis 17.820 10 17.830 18,477 — 18,477 797 — M7
Reconciling iterms
Cwn credit adjusiments {128) — {128) (25) — (25) (3,904) — (3,904
Eain on redemption of own debt ] — [i] 162 — 162 454 — 454
Asset Protection Scheme — — — — — —_ [ — [44)
Strategic disposals 1 — 1 161 — 181 185 — 185
Citizens disconfinued operations (3,081) (10 (3.0) (3.020) — [3.020) (3,226) — (3,228)
Statutory basis 14,618 — 14818 18,765 — 18,755 15282 — 15,282
"Restates|
2044 I iy
Costin Castio Cosiio
acguine e acquire e acguine fed
mssets and asgets and Fssels and
Imangibie Intangiie Imtangibie
Assels  Llabities s Assem Limniies azsetz Assets  Listillies wmnme
) £m Em &m £m £m £m £m Em £m
UK Personal & Business Banking 134,317 150,449 — 132024 148233 — 132,864 136,064 —
Uister Bank 27,60 24,058 — 23206 27048 1 30,728 2B,7ER B
Perscnal & Business Banking 161,813 175,107 — 180,230 173are 1 163,712 165433 B
Commercial Banking BE,3BE 80,008 T 87888  B3.20E a3 BE 441 04,404 245
Priwate Banking 20,802 36,042 2 21,518 37,355 a7 21 4B 38324 1
Commercial & Private Banking 110,188 135,648 230 108407 130581 110 109,830 133,728 358
Corporate & Institutional Banking B74,770 542,044 25 550834 515674 504 TEID4T 7H3.AT2 24e
Ceniral iterms. BE,GRE 00,488 B24 92407  B4.BES TH2 BE,335 101,464 1,063
Citizens Financial Group B4.032 71,258 27 71,738 61,685 287 72003 63,116 08
RCR 27,628 12,432 110 nia nia nfa nia nia nia
Non-Ciore nia n'a nia 29,128 4075 18 B8 347 7,236 184

1,045,126 895,955 1415 1018834 71,089 1,872 1,284,274 1,224,340 2784
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37 Segmental analysis conbnued
Segmental analysis of assets and liabdities included in disposal groups:

e 2z Az
Aszem Limblies. Amsem Usi ks Aszets Latites
£m £m Em £m Em £m
Commercial Banking 2 — — — —_ —
Private Banking — — 3 — — —
Commercial & Private Banking 2 — 3 — — —
Corporate & Institutional Banking 13 14 — — — —
Ceniral iterms — — 1 — — —
Citizens Financial Group 30,847 T71.268 a7e 3,180 — —
RCR 48 2 nfa nia na nfa
Mon-Cone na nia 107 i) a4 135
81,033 T1.284 T80 3,210 04 135
*Restateg
Segmental analysis of goodwill is as follows:
LK Personal Comparate & Citiz=nz
&Busness  Commerdal Frivats  Instlsiora Firancia Central
Banking Banking Banking Earing Gmup s Total
Em Em Em Em Em £m £m
At 1 Jamuary 2012° 3,42 2,121 812 Erh 3,882 24 10,882
Transfer to disposal groups — — — 5 — — 5
Acquisitions — — (9 — — (24} 33
Currency translation and other adjustments — — {3 {3 [168) — {175}
Write down of goodwill — — — (28] — — [ 36)
At 1 January 2013° 342 2,121 a00 37 3823 — 10,423
Disposals — — 1) —_ — — (1)
Cumrency translation and other adjustments — — 2 1 (ET) — (B4)
Write down of goodwill — — — (208) — — (208)
At 1 Jamuary 2014" 3,342 2121 a0 130 3,736 —_ 10,130
Tramsfer to disposal groups — — — — {2.857) — (3.85T)
Disposals — — — — — — —
Currency translation and other adjustments — — 9 — el | — 212
Write down of goodwill — — — (130} — — (130)
At 31 December 2014 3,342 2,121 702 — — — 8,255
*Restateg
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[b) Geographical segments
The gecgraphical analysss in the tables below has been compiled on the basis of location of office where the transactions are recorded.
Restof

13 UES Europe the Warkd Total
M4 £m £m £m Em Em
Total revenue 15,750 1,236 1,868 544 19,399
Met interest income T.8ar 217 TB3 260 8,208
Het fees and commissions 2548 285 407 148 3478
Income from trading activifies. 350 My 265 28 1,180
Other operating income 258 i | il {200 1,034
Total income 11,443 1.120 1,830 425 14813
Operating profit{loss) before tax 441 B2 1,626 {49} 2403
Total assets 783174 183,174 45,061 2.7 1.045,128
Of which assets held for sale 43 80,885 — — 51,033
Total liabilities 755,011 18741 40,454 32,168 005,955
Of which liabilities held for sale 2 T1.282 — —_ 71234
Met assets attributable to equity shareholders and non-controliing interests 27,283 15,753 5,507 48 49,171
Contingent liabikties and commitments 104,369 58,967 IFara 4258 234,857
Cost to acguire property, plant and equipment and intangible assets 1,025 238 133 18 1415
P[]
Total revenue 18,541 2080 3,208 1,320 23,188
Met interest income 751 248 TED 81 8,830
Met fees and commissions 2434 325 728 168 3,708
Income from trading activifies. 1,583 BBS 1BE 183 2,880
Other operating mcome 792 162 605 — 1,558
Total income 12,390 1.620 2,323 22 16,755
Operating loss before tax (2, 356) (1,187} {3,708) (118) (7.367)
Total assets 731,380 188,305 51,763 37,508 1,019,934
Of which assats held for sale — 750 3B 2 740
Total liabilities 03,711 184,286 46,138 36,933 971,085
Of which liabdities held for sale — 3210 — — 3210
et assets attributable fo equity shareholders and non-controling inferests 27 849 15018 5 624 573 43,885
Contingent liabikies and commitments 108,274 82758 40,961 5,005 237,088
Cost to acoqure property, plant and equipment and intangible assats 1,035 412 217 ] 1,872
iz
Total revenue 14,889 2629 3,085 2,118 2732
Het interest income 7.757 206 a31 (8) 8,584
et fees and commissions 2,788 T 470 145 3,800
Income from trading activifies. (3B4) 1322 151 ea L} 1,285
Other operating income 291 78 4080 13 1,581
Total income 11,142 2003 1,751 366 15,282
Operating (lossVprofit before tax (3.58T) 1127 11,540) (2849) [4,288)
Total assets 867,353 208,593 63,882 54,338 1,284,274
Of which assats held for sale — 304 — — 304
Total liabilties 837,135 281,204 52 561 53,840 1,224,848
Of which liabdities held for sale — 135 — — 135
et assets attributable fo equity shareholders and non-controliing inferests 30218 17.288 11.431 487 59,425
Contingent liabikies and commitments 108,437 80,553 44 TER 5,152 g
Cost to acquire property, plant and eguipment and intangible assets 1,770 X250 161 28 2284
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348 Directors’ and key management remuneration

The directors of the Bank are also directors of the holding company and are remunerated for their services to the RBS Group as a whole. The
rermuneration of the directors is disclosed in the Report and Accounts of the RBS Group.

Compensation of key management

The aggregate remuneration of direciors and other members of key management during the year, borne by the RBS Group, was as follows:

4 2M3

£000 £000

Short-term benefits 0.7 30,530
Post-employment benefits 1,964 i
Terminafion bensfits 3481 2033
Share-based payments 4,889 13,003
31,2851 45,884

In 2014, key management includes only members of the Executive Commitbee; in 2013 key management also included members of the Management
Commitiee.

319 Transactions with directors and key management

(a) At 31 December 2014, ameunts cutstanding in relation to
transactions, arangements and agreements entered into by authorised
institutions in the Group, as defined in UK, legislation, were £854,534 in
respect of loans fo six persons who were directors of the company at any
fime during the financial peried.

Loans and advances fo customers
Custormer accounts

(b} For the purposes of 1AS 24 ‘Related Party Disclosures’, key
management comprise directors of the Bank and members of the Group
Management Committee. The caplions in the Group's primary financial
staternents include the following amounts aftributable, in aggregate, to
key management:

a4
000

4,083
2 037

2013
£00
10,750

Y T
St d e

ey management have banking relafionships with Group entities which are entered inéo in the normial course of business and on substantially the same
terms, including interest rates and security, as for comparable transactions with ofher persons of a similar standing or, where applcable, wih other
employees. These ransactions did mot invobee more than the normal risk of repayment or present other unfavourable features.

ey management had no reportable ransactions or balances with the holding company.

afa
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40 Related parties

UK Government

On 1 December 2008, the UK Government fhwough HM Treasury became
the ulimate controlling party of The Royal Bank of Scotland Group ple.
The UK. Govemment's shareholding is managed by UK Financial
Imvesiments Limited, a company wholly cwned by the UK. Government.
As a result, the UK Govemment and UK Gowemment controlled bodies
became related parties of the Group.

The Group enters into transactions with many of these bodies on an
arm's length basis. The principal transactions during 2014, 2013 and
212 inchuded: Bank of England facilities and the issue of debt
guaranteed by the UK Govemment discussed below and the Asset
Praotection Scheme which the Group exited on 18 Ociober 2012 hawing
paid total premiums of £2.5 billion. Other fransactions include the
payment of: taxes prncipally UK corporation tax {page 198) and value
added tax; national insurance contributions; local authority rafes; and
regulatony fees and levies (induding the bank levy (page 180} and FSCS
lewies (pape 263 together with banking fransactions such as loans and
deposits undertaken in the normal course of banker-customer
relationships.

Bank of England facilifies

The Group may participates in a number of schemes operated by the
Bank of England in the nomial course of business.

Members of the Group that are UK authorised instiutions are required to
maintain non-interest bearing (cash rafio) depesits with the Bank of
England amounting to 0.18% of their average eligie Eabilites in excess
of £600 million.

Income

Interest receivable

Interest payable

Fees and commissions receivable
Fees and commissions payable
Expenses

Premises and equipment

et (expense)income from discontinued operations.

Nafional Loan Guaraniee Scheme

The Group parficipated in the Mational Loan Guaraniee Scheme (MLGS),
prowiding leans and facilites to efgible customers at a discount of one:
percent. It did not issue any guaranteed debt under the scheme and
consequently, it was not committed fo providing a particular volume of
reduced rate facliies. At 31 December 2014, the Group had no amounts
outstanding under the scheme (2013 - nil; 2012 - EBB3 million). The
MLGS was superseded by the Funding for Lending Scheme.

The Funding for Lending Scheme

The Funding for Lending Scheme was launched in July 2012. Under the
scheme UK banks and building sociefies are able to bormow UK treasury
bills from the Bank of England at a price that depends on the participant’s
net lending fo the UK non-financial sector. As at 31 December 2014, the
Group had no amounts outstanding under the scherne (2013 - nil; 2012 -
£740 millicn).

Other related parties

(@} In their roles as providers of finance, Group companies provide
development and other types of capital support to businesses_ These
imvesiments are made in the nommal course of business and on am's
lemgth terms. In some instances, the nvestment may extend fo
owmership or condrol over 20% or more of fhe voting nghts of the:
immesies company. However, fhese investments are not considered
to give rise io transactions of a materiality requiring disclosure under
A5 24

(b} The Group recharges The Royal Bank of Scofland Group Pension
Fund with the cost of administrafion services incurmed by it. The
amounts invohed are not material to the Group.

{c) In accordance wih IAS 24, transactions or balances between Group
entities that hawe been eliminated on consobdation are not reported.

{d} The captions in the primary financial statements of the parent
company include amounts attibutable fo subsidiaries. These
amounts have been disclosed in aggregate in the relevant notes o

the financial statements.
2044 A3 2012
£m Em £m
ET 158 183
1032 1,020 830
7 13 185
3 TE a4
— — 3
(28) i 14
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41 Ultimate holding company

The Group's ulimate holding company is The Royal Bank of Scofland
Group ple which is incorporated in Great Britain and registered in
Scofland. As at 31 December 2014, The Rioyal Bank of Scotland Group
plc heads the largest group in which the Group is consolidated. Copies of
the consclidated accounts may be obiained from The Secretary, The
Rioyal Bank of Scofland Group ple. Gogarburn, PO Box 1000, Edinburgh
EH12 1HQ.

Following placing and open offers by The Royal Bank of Scotland Group
ple in December 2008 and April 2008, the UK Govermment, through HM
Treasury, currenily holds 62.3% of the issued ordinary share capital of
the holding company and is therefore the Group's ulimate controlling
party.

42 Post balance sheet events

Sale of Morth American loan portfolio to Mizuho

On 29 February 2015, RBS Group announced that it has entered into a
definitive agreement with Mizuho Bank, Lid. {"Mizuho™), a wholly-owned
subsidiary of the Mizuhe Financial Group, for the sale of a portfiolio of US
and Canadian loan commitments. As part of the transaction, the parties
also continue o explore the ransfer of cerfain associated derivatives,
and fhe transition from RBS Group to Mizuho of certain coverage
banking, debt capital markets, syndicate, and associated capabdities
related to these commitrments.

The fransaction is aligned with the strategic direcfion RBS Group has
announced for its Corporate & Instiutional Banking business, which will
focus mainly on UK and Wesiem Ewopean customers, built on exisfing
product and service strengths. RBS Group will remain engaged in the
U5, serving a select group of Morth Amencan clients with strong Bnkes info
the UK.

The portfolic sold to Mizuho comprises $36.5 bilicn of loan commitments,
mncluding $3.2 bllion of drawm assets, as of 31 December 2014, The risk -
wesghted assets associated with the portfolio business were
approximately 38 billion as of 31 December 2014, and it generated profit
after tax of 50.1 blion in the year ended on that date. The cash
consideration on that basis would be approximately $3.0 billion,
generating a loss on disposal of $0.2 billion. Actual cash consideration
and loss will depend upon setflement date portfolio balances. Sale
proceeds will be used for general corporate purposes.

The transaction is expected fo complete before the end of Q2 2015. RBS
Group will work closely with Mizubo and our esasting chents associated
with these loan commitments to ensure an orderly and seamiess
transition at completion.

Intention to sell part of Citizens Financial Group Inc. stake

On 23 March 215, RBS Group announced that it intends o sell part of
its shareholding in Citizens Financial Group Inc. (CFG) in an undenaritizn
public follow-on offering.

The offering is expecied to comprise 115 million shares of CFG commion
stock, eguivalent to 21% of CFG's common siock excluding an over-
allotment option. A further 17.25 millicn shares will be made available by
RES Group under a 30 day over-allotment option.

If all the CFG shares made available in the offering are sold, assuming no
exercise of the over-allotment option. RBS Group's remaining stake
wiould comprise 289.7 million shares, equivalent fo 48.3% of CFG's
issued common siock If the over-allotment option is exercised in full,
RBS Group's remaining stake would be 252 5 million shares or 46.1% of
CF&'s common stock.

Other than as defailed abowe, there have been no significant events

between 31 December 2014 and the date of approval of these accounts
wihich would require a change to or additional disclosure in the accounts.
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I ndependent auditor's report to the members of The Royal Bank of Scotland plc

We have audited the financial statements of The Roya Bank of Scotland plc (“the Bank™) and its subsidiaries (together the
“Group”) for the year ended 31 December 2014 which comprise the accounting policies, the balance sheets as at 31
December 2014, the consolidated income statement, the consolidated statement of comprehensive income, the statements
of changes in equity and the cash flow statements for the year ended 31 December 2014, the related notes 1 to 42 and the
information identified as ‘audited’ in the Capital and risk management section of the Financial review. The financial
reporting framework that has been applied in their preparation is applicable law and | nternational

Financial Reporting Standards (IFRS) as adopted by the European Union and, as regards the Bank financial statements, as
applied in accordance with the provisions of the Companies Act 2006.

Thisreport is made solely to the Bank’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Bank’s members those matters we are required
to state to them in an auditor’ s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsihility to anyone other than the Bank and the Bank’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditor
As explained more fully in the statement of directors responsibilities the directors are responsible for the preparation of the
financial statements and for being satisfied that they give atrue and fair view.

Our responsibility isto audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
Thisincludes an assessment of the reasonableness of significant accounting estimates made by the directorsin the
preparation of the financia statements; whether the accounting policies are appropriate to the circumstances of the Bank
and the Group and have been consistently applied and adequately disclosed; and the overall presentation of the financial
statements. In addition, we read al the financial and non-financial information in the annual report to identify material
inconsistencies with the audited financia statements. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion

In our opinion:

- thefinancia statements give atrue and fair view of the state of the Group's and of the Bank’s affairs as at 31 December
2014 and of the Group’s loss for the year then ended;

- the Group's financial statements have been properly prepared in accordance with |FRS as adopted by the European
Union;

- the Bank’s financial statements have been properly prepared in accordance with IFRS as adopted by the European Union
and as applied in accordance with the provisions of the Companies Act 2006; and

- thefinancia statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as
regards the Group financial statements, Article 4 of the IAS Regulation.

Separate opinion in relation to IFRS as issued by the IASB

As explained in the accounting policies, the Group in addition to complying with itslegal obligation to apply IFRS as
adopted by the European Union has also applied IFRS asissued by the International Accounting Standards Board (1ASB).
In our opinion the Group financial statements comply with IFRS asissued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the report of the directors for the financia year for which

the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
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- We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, in our opinion:

- adequate accounting records have not been kept by the Bank, or returns adequate for our audit have not been received
from branches not visited by us; or

- the Bank financial statements are not in agreement with the accounting records and returns; or
- certain disclosures of directors remuneration specified by law are not made; or
- we have not received all the information and explanations we require for our audit.

Michael Lloyd (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

25 March 2015

Neither an audit nor areview provides assurance on the maintenance and integrity of the website, including controls used to achieve this,
and in particular on whether any changes may have occurred to the financia information since first published. These matters are the
responsibility of the directors but no control procedures can provide absolute assurance in this area.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements differs from legislation in other
jurisdictions.
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