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2015 ( )
) (
2014 12 2013 12 31 2014 12 31
) 2015 12 2016 12
2012 12 2014 12
2014 12
( )
2016 12 20i5 )12 2014 12
286,265 200,662 156,003
40,893 28,665 22,285
207,515 187,959 226,725
29,644 26,850 32,388
78.750 12,703 70.722
11,249 1.815 10.103
59,899 8.136 57.375
8.557 1.162 8,196
1,443,821 1,091,299 1,078,638
206250 155,892 154,083
)
2015 12
1.513
( )
2014 12 2013 12 2012 12
161,610 256,246 267,277
23,086 36,605 38,181
225,357 249,813 216,951
32,192 35,686 30,991
63,747 6.433 50,326
9,106 919 7,189
51,550 4.712 36,988
7,365 673 5,284
1,097,375 906,802 893,263
156760 129,537 127,603
() 2014 12
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( ( )
975,454 185,382
5,359,009 4,175,091
19,297,027 13,695,239
42,384,371 28,412,219
( ) 1,202,543 1,627,013
485,331 408,229
7,824,309 5,134,715
2,474,924 1,452,585
200,066 136,482
1,757,381 2,116,190
32,040 29,340
50,172 46,100
13,297 16,710
373,469 166,571
82,429,393 57,601,866

2016 12 2015 12 24,827,527
82,429,393
13,972,152
2016 12 2015 12 ()
( (

72,392 92,149
5,546,702 2,012,527
18,397,222 12,463,178
41,936,030 30,222,438
1,396,090 934,877
444,514 103,661
7,853,174 5,595,127

22/148




EDINETOOOO

00000000000 DO000D0O00O0oOodno(eossst)

ooOooodn

0 294,762
4,563,537 3,632,236
466,760 493,501
309,151 666,111
80,985,572 56,510,567
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2016 12 2015 12 24,475,005
80,985,572 2016 12
11,713,592 41,936,030 (
)
2016 12 2015 12 ()
( (
1,317,590 1,010,611
1,752 2,860
124,479 83,548
() 2015 12
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19,556 ( 10 ) 207,515
2015 12 8,136 2016 12 59,899
®
2016 12 2015 12
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78,750 12,703

18,502 18,389

475,184 786,032

414,936 817,124

343,445 519,692
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24/148



EDINETOOOO

00000000000 DO000D0O00O0oOodno(eossst)

oOoOooodn
25
EC2Y 9AJ
( )
2016 12 31 2016 12 31
13,320 9,240
1,483 48
20,050 3,085
1,789 1,281
125,349 49,815
161,991 63,469

2017 12

25/148



EDINETOOOO
00000000000 DO000D0O00O0oOodno(eossst)

OooooOodd
@
(2016 12 31 )
2,000,000, 000 1,010,611,000 989,389,000
1,010,611,000
( )
2
€©))
) ( )
2012 12 31 760,611,000 760,611,000
2013 12 31 760,611,000 760,611,000
2014 12 31 250,000,000 | 1,010,611,000 | 250,000,000 | 1,010,611,000 [( )
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() 2014 12 30 250,000
250,000
2016 10 21 750,000,000
“
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)
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4,251 24,656 3,522
(1,824) (11,718) (1,674)
2,426 12,938 1,848
10,449 42,546 6,078
(2,244) (9,016) (1,288)
8,205 33,530 4,790
29,126 143,134 20,447
1,136 11,060 1,580
40,893 200,662 28,665
(27,447) (173,947) (24,848)
(1,831) (11,173) (1,596)
(366) (2,839) (406)
(29,644) (187,959) (26,850)
11,249 12,703 1,815
(2.,693) (4,567) (652)

8,557 8,136 1,162
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59,899 8,557 8,136 1,162
13,447 1,921 7,604 1,086
) (7,950) (1,136) (11,060) (1,580)
(1,408) (201) 650 93
436 62 (99) (14)
258 37 299 43
(171) (24) (40) (6)
64,511 9,215 5,490 784
)
(25,072) (3,582) 11,195 1,599
6,104 872 (2,510) (359)
(18,968) (2,710) 8,685 1,241
45,543 6,506 14,175 2,025
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2016 12 31 2015 12 31

975,454 139,344 185,382 26,482
5,359,009 765,534 4,175,091 596,412
10 19,297,027 2,756,580 13,695,239 1,956,365
42,384,371 6,054,607 28,412,219 4,058,685
1,202,543 171,783 1,627,013 232,419
485,331 69,330 408,229 58,316
7,824,309 1,117,703 5,134,715 733,494
2,474,924 353,543 1,452,585 207,502
200,066 28,579 136,482 19,496
11 1,757,381 251,042 2,116,190 302,298
32,040 4,577 29,340 4,191
12 50,172 7,167 46,100 6,585
13 13,297 1,899 16,710 2,387
14 373,469 53,350 166,571 23,795
82,429,393 11,775,039 57,601,866 8,228,427
72,392 10,341 92,149 13,163
15 5,546,702 792,346 2,012,527 287,489
10 18,397,222 2,628,043 12,463,178 1,780,365
41,936,030 5,990,562 30,222,438 4,317,275
1,396,090 199,431 934,877 133,547
444,514 63,499 103,661 14,808
7,853,174 1,121,826 5,595,127 799,264
- _ 294,762 42,107
16 4,563,537 651,901 3,632,236 518,865
17 466,760 66,677 493,501 70,497
18 309,151 44,162 666,111 95,154
80,985,572 11,568,789 56,510,567 8,072,534
19 1,317,590 188,218 1,010,611 144,366
1,752 250 (2,860) (409)
124,479 17,782 83,548 11,935
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Tierl

2015

2015 1 1 1,010,611 - 167 (381) 66,727 1,077,124
- - - - 8,136 8,136
- - (2,806) - - (2,806)
- - - 160 - 160
- - - - 8,685 8,685

2015 12 31 1,010,611 - (2,639) (221) 83,548 1,091,299

2016

2016 1 1 1,010,611 - (2,639) (221) 83,548 1,091,299
- - - - 59,899 59,899
- 306,979 - - - 306,979
- - 4,089 - - 4,089
- - - 523 - 523
- - - - (18,968) (18,968)

2016 12 31 1,010,611 306,979 1,450 302 124,479 1,443,821

Tierl

2015

2015 1 1 144,366 - 24 (€)) 9,532 153,867
- - - - 1,162 1,162
- - (401) - - (401)
- - - 23 - 23
- - - - 1,241 1,241

2015 12 31 144,366 - @1 32) 11,935 155,892

2016

2016 1 1 144,366 - @377) (32) 11,935 155,892
- - - - 8,557 8,557
- 43,852 - - - 43,852
- - 584 - - 584
- - - 75 - 75
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_ ; - - (2,710) (2,710)
144,366 43,852 207 43 17,782 206,250
2016 12 31 2015 12 31
78,750 11,249 12,703 1,815
2,564 366 2,839 406
12,815 1,831 11,173 1,596
3,938 563 259 37
(18,968) (2,710) 8,685 1,241
(18,851) (2,693) (4,567) (652)
2,350,257 335,734 1,061,054 151,572
332,255 47,463 202,105 28,871
885,683 126,520 (886,592) (126,650)
(14,266,912) (2,038,028) (7,971,484) (1,138,726)
11,713,592 1,673,287 8,473,985 1,210,509
(63,584) (9,083) 2,377,734 339,659
(1,113,033) (158,997) (2,406,725) (343,801)
(286,701) (40,955) (94,965) (13,566)
(26,741) (3.820) 30,920 4,417
(414,936) (59,274) 817,124 116,726
(3,017) (431) (1,974) (282)
(16,959) (2,423) (15,819) (2,260)
(3,151,525) (450,195) (3,609,071) (515,556)
3,510,334 501,451 3,109,819 444,238
) 4,612 659 (2.647) (378)
343,445 49,061 (519,692) (74,238)
306,979 43,852 - -
4,507,779 643,936 4,412,861 630,377
(3,576,478) (510, 900) (4,858,902) (694,094)
309,117 44,157 - -
(666,077) (95,149) 24,333 3,476
881,320 125,897 (421,708) (60,241)
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93,233 13,318 217,509 31,071
783,217 111,883 (112,198) (16,027)

26,612 3,802 (12,078) (1,725)
903,062 129,002 93,233 13,318
975,454 139,344 185,382 26,482
(72,392) (10,341) (92,149) (13,163)
903,062 129,002 93,233 13,318
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2018
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2016 2015
31,142 22,915
(1,387) 1,741
29,755 24,656

2016

2016 2015
4,680 4,307
890 924
7,199 6,487
12,769 11,718

2016 2015
106,808 104,444
4,636 5,765
14,675 13,153
126,119 123,362
) 868 710
844 3,977
64,305 45,898
66,017 50,585
192,136 173,947

587 (2015 569 )
8,925

6.3 2015 6.7
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2016 2015
415 405
85 40
20 -
170 59
128 65
32 123
850 692
18 18
868 710
(
2016 2015
) ( ) ) ( )
4,445 4,041
1,969 2,044
10,332 6,592
(1,674) (1,624)
524 822

(16)
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4,740
21,919 19,815
4.6 (2015 5.8
( 2011
)
2004 36
19 ) (Technical Actuarial Standard)
2016 12 31 (
)
2016
2.9 4.0
3.5 3.4
2.5 2.4
3.5 3.4
S2PXA_ L CMI_2015
% (2015  S2PXA_ L  CMI__2015
Yy
65 23 ( 23 )
65 24 ( 24 )
2016
(189,491) (144,950)
181,780 154,450
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7,711) 9,500
2,083 (1,900)
(5,628) 7,600
527 (2015 191
114

2016 2015
144,950 153,994
5,775 5,834
41,718 (10, 393)
(2,952) (4,485)
189,491 144,950

2016 2015
154,450 145,437
6,302 5,643
16,646 803
(2,952) (4,485)
7,334 7,052
181,780 154,450

7.6

2016 2015
42,646 33,231
105,883 89,316

32,408 31,047
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843 856
181,780 154,450
80
2016 2015
16,646 803
2,956 1,134
(44,674) 9,258
« ) (25,072) 11,195
/C )
2016 2015
/C ) 9,500 (8,557)
/C ) 527 (191)
7,334 7,053
« )/ (25,072) 11,195
) (7,711) 9,500
2016 2015
78 78
22 22
100 100
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) )
(2015 )
2016 2015
-11/13 -11/13
+4/-4 +4/-4
+3/-3 +3/-3
2016 2015
(15,731) 939
- 138
(15,731) 1,077
(1,026) (1,496)
(16,757) (419)
(7,686) (2,603)
(464) (703)
6,056 (842)
(2,094) (4,148)
(18,851) (4,567)
2016 2015




/(

)
28 (2015
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78,750 12,703

20.25 ) (22,050) (2,572)
(3,415) (357)

(739) (1,193)

6,056 (842)

(464) (679)

381 -

- 939

- 138

1,380 -

(18,851) (4,567)

2016 2015

6,104 (2,510)

)/ (1,408) 650
«C )/ a7 (40)
4,525 (1,900)

2016 2016
12 31

3,469 2,483 - - 5,952
534 - 268 802
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5,936 4,446 - - 10,382
26 - - - - -
13 1,962 349 - - 2,311
55 - @171) - (116)
782 (521) (1,408) - (1,147)
(1,898) (2,123) 6,104 - 2,083
18,501 (6,728) - - 11,773
29,341 (2,094) 4,525 268 32,040
2015 2015
12 31
1,906 1,563 - - 3,469
103 - - 431 534
7,592 (1,656) - - 5,936
26 715 (715) - - -
13 2,180 (218) - - 1,962
95 - (40) - 55
131 - 650 - 782
1,713 - (3,611) - (1,898)
20,522 (3.123) 1,101 - 18,501
34,956 (4,147) (1,900) 431 29,341
2016
2015 2016
25
2016 2015
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2,850,854 2,236,164
780,463 638,880
144,421 449,717
3,775,738 3,324,761
1,583,271 850,330
5,359,009 4,175,091
3,544,184 3,090,2751
336,525 56,022
231,554 234,486
1,246,746 794,308
5,359,009 4,175,091

2016
214,337,351 7,726,997 7,763,330
2,866,609,587 10,528,527 10,062,092
21,085,090 794,971 168,581
8,878,602 123,653 246,618
891,498 110,042 110,099
3,111,802,128 19,284,190 18,350,720
841,691 4,389 18,923
361,568 8,448 27,579
1,203,259 12,837 46,502
3,113,005,387 19,297,027 18,397,222

2015
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176,394,931 4,732,021 4,169,629
2,357,457,796 8,239,884 7,863,563
13,514,217 533,394 95,093
4,930,006 100,146 232,281
766,676 78,489 78,387
2,553,063,626 13,683,934 12,438,953
848,033 - 10,579
657,005 11,305 13,646
1,505,038 11,305 24,225
2,554,568, 664 13,695,239 12,463,178
558 2015
434
2016 2015
2,480 (7.,100)
(2,167) 7,218
313 118

(2015
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12
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31
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31

31
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( )
2016 2015
947,169 1,476,008
810,087 640,074
1,757,256 2,116,082
125 108
1,757,381 2,116,190
93,396 - 93,396
15,320 499 15,819
(122) - (122)
(112) - (112)
108,482 499 108,981
16,959 - 16,959
(92) - (92)
125,349 499 125,848
51,749 - 51,749
11,135 38 11,173
(41) - (41)
62,843 38 62,881
12,711 104 12,815
(20) - (20)
75,534 142 75,676
45,639 461 46,100
49,815 357 50,172
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2015

2015 12 31

2016 12 31

2015

2015

2016

2015

2016

14

12

12

12

12

31

31

31

31
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17,090 1,471 18,476 - 37,037
102 12 569 1,290 1,973
127) - (197) - (324)
17,065 1,483 18,848 1,290 38,686
1,827 20 1,453 - 3,300
(5.572) (20) (251) - (5.843)
13,320 1,483 20,050 1,290 36,143
3,827 1,143 14,427 - 19,397
998 275 1,468 98 2,839
(68) - (192) - (260)
4,757 1,418 15,703 98 21,976
830 17 1,449 268 2,564
(1,507) - (187) - (1,694)
4,080 1,435 16,965 366 22,846
12,308 65 3,145 1,192 16,710
9,240 48 3,085 924 13,297

2016 2015

7,915 8,653
4,237 3,122
- 9,500
361,317 145,296
373,469 166,571
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315
2015 109

2016 2015
4,488,389 1,173,593
157,744 157,345
8,336 1,663
4,654,469 1,332,601
892,233 679,926
5,546,702 2,012,527
4,635,305 1,126,670
892,233 679,926
19,164 205,931
5,546,702 2,012,527

2016 2015
2,098,543 2,400,259
476,070 550,534
865,220 480,252
1,123,704 201,191
4,563,537 3,632,236
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17
2016 2015
205,626 333,592
23,080 8,025
( ) 7,711 -
230,343 151,884
466,760 493,501
18
2016 2015
240 (2026 12 -
80bp) 168,628 -
200 (2026 12 -
80bp) 140,523 -
126.75 (2020 -
90bp) - 70,845
1,065 (2020 12 -
80bp) - 595,266
309,151 666,111
2016 12 Tier 2
1,191.75 10 Tier 2
19
2016 2015
( ) ( )
2,000,000 2,000,000 1,250,000 1,250,000
1,010,611 1,010,611 1,010,611 1,010,611
12 31

1,010,611 1,010,611 1,010,611 1,010,611
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Tier 1
Tier 1 _ _
306,979 -
12 31 Tier 1 306,979 -
1,317,590 1,010,611
2016 10 21 750 20
2016 12 15 Tier 1 307
( Tier 1
)
20
2015
2017 16 728
2016 12 31 2016 12 31
21
2016 2015
3,725 2,615
40 60
648 809
648 809
5,061 4,293
/ (41) 202
5,020 4,495

(2015
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2016 2015

1,247 885

13 20

365 441

365 441

1,990 1,787

(41) 178

1,949 1,965

624 75
2016 2015

200,066 200,066 136,482 136,453
2,474,924 2,474,924 1,452,585 1,452,585
373,469 373,469 166,571 166,571
- - 294,762 294,761
7,853,174 7,853,174 5,595,127 5,595,127
466,760 466,760 493,501 493,501
309,151 315,494 666,111 668,985
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( )
( ) ( )
(2015 )
5.1
(2015 4.3 ) 26.1 (2015  45.0 )
42 ( )
2016

3,294,091 2,064,918 - 5,359,009

- 42,384,371 - 42,384,371

- 7,824,309 - 7,824,309

1,029,824 727,432 125 1,757,381

1,104 18,995,057 300,866 19,297,027

- 485,331 - 485,331

4,325,019 72,481,418 300,991 77,107,428
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5,381,429 165,273 - 5,546,702
- 41,936,030 - 41,936,030
- 444,514 - 444,514
107,759 17,887,791 401,672 18,397,222
- 4,083,004 480,533 4,563,537
5,489,188 64,516,612 882,205 70,888,005

2015

2,471,670 1,703,421 - 4,175,091
- 28,412,219 - 28,412,219
- 5,134,715 - 5,134,715
1,476,008 640,073 109 2,116,190
21,084 13,449,959 224,196 13,695,239
- 408,229 - 408,229
3,968,762 49,748,616 224,305 53,941,683
1,854,043 158,484 - 2,012,527
- 30,222,438 - 30,222,438
- 103,661 - 103,661
85,766 12,166,346 211,066 12,463,178
- 3,476,477 155,759 3,632,236
1,939,809 46,127,406 366,825 48,434,040
2016 224,196 109 (211,066) (155,759)

( ) (20,318) - 49,660 (88,175)
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C ) - 16 : -
- - - (26,293)
(12,902) - (12,999) 104,195
115,912 - (233,244) (333,567)
(6,022) - 5,977 19,066
2016 12 31 300, 866 125 (401,672) (480,533)
67,673 - (42,022) (63,260)
( )
2016 2015
7,288 7,595
- 8,503
(7,184) (8,810)
12 31 104 7,288
2016 12 31
2015
402

(2015 156 )
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) I )
62,298 (44,447) - 43.16  100.00
- 46.40  46.40
21.60  100.00
100.00  100.00
98,794 (214,099) - 40.26  73.95
- 46.40  50.65
- 85.00  85.00
16.84  20.61
29,742 (33,037) - 33.33  33.33
- 3.00 3.00
29.81  127.35
192.00 339.00 bps
3.00 3.00
110,032 (110,089) - -15.39  43.59
- 25.00  75.00
300,866 (401,672)
(
)
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23
2016 2015
258 258
861 1,206
1,119 1,464
33 54
1,152 1,518
274 279
878 1,239
1,152 1,518
2016 12 31 (1.44) 2015  (1.44) )
12 13
24
2016 12 31
25
2016 2015
2,946,541 2,390,125
1,020,936 1,414,747

3,967,477 3,804,872
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2016 2015

65,542,276 60,956,153 43,628,256 39,478,869

2016 2015

84,081 113,417
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( SPV )
)
SPV
2016 12 31

- - 205,453 - 205,453

- 2,022,323 154,580 208,072 2,384,975

- 3,638 174,136 554,162 731,936

- 2,025,961 534,169 762,234 3,322,364

- 105,396 38,437 1,978 145,811

- - 607,794 - 607,794

- - 173,449 111,266 284,715

- 48,069 - 29,066 77,135

- 153,465 819,680 142,310 1,115,455

- 1,977,892 360,720 623,951 2,962,563

SPV
2015 12 31

123,234 - 59,243 - 182,477
1,346 1,440,004 289,501 155,907 1,886,758

- 304,683 - - 304,683
124,580 1,744,687 348,744 155,907 2,373,918
- 98,629 30,120 - 128,749

- 24,398 - - 24,398

- - 480,236 - 480,236

- 150,321 - - 150,321

- 273,348 510,356 - 783,704

124,346 1,569,968 348,744 155,907 2,198,965
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204.5 2015 168.4 )
2018 31
2016
12
72,392 - - - - 72,392
5,546,702 - - - - 5,546,702
977,820 51,287,478 1,223,320 334,196 - 53,822,814
444,514 - - - - 444,514
7,853,174 - - - - 7,853,174
18,397,222 - - - - 18,397,222
- 789,211 1,822,360 1,193,463 945,785 4,750,819
388,985 42,882 6,235 28,658 - 466,760
- - 2,537 11,012 327,142 340,691
33,680,809 52,119,571 3,054,452 1,567,329 1,272,927 91,695,088
2015
12

92,149 - - - - 92,149
2,012,527 - - - - 2,012,527
1,254,439 36,212,084 1,052,849 373,138 - 38,892,510
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17,934 85,727 - - - 103,661
5,595,127 - - - - 5,595,127
12,463,178 - - - - 12,463,178
- 583,039 765,812 1,194,561 1,191,221 3,734,633
426,265 29,570 8,938 28,728 - 493,501
- - 6,233 692,317 - 698,550
21,861,619 36,910,420 1,833,832 2,288,744 1,191,221 64,085,836
28
2016 2015
844 3,977
2016 2015
4,170 3,951
4,170 5,268
12,510 15,804
33,360 47,411
54,210 72,434
20
29

89/148



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn
32

2016 12 31
41,177,670 23,225,549 17,952,121
54,199,409 11,862,053 42,337,356
7,475,898 - 7,475,898
102,852,977 35,087,602 67,765,375
40,865,379 23,428,106 17,437,273
53,791,141 11,862,053 41,929,088
444,514 - 444,514
95,101,034 35,290,159 59,810,875
2015 12 31
27,567,517 14,981,751 12,585,767
36,235,185 8,375,755 27,859,431
4,887,644 - 4,887,644
68,690,346 23,357,506 45,332,841
26,500,795 15,211,286 11,289,509
38,882,394 8,375,755 30,506,639
103,661 - 103,661
65,486,849 23,587,041 41,899,808
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2016 12 31
12,557,985 1,459,756 36,010 3,898,370 1,344,905 19,297,027
4,025,367 79,090 38,182,719 50,180 247,081 42,584,437
48,539 - 7,373,924 53,435 348,411 7,824,309
16,631,891 1,538,846 45,592,653 4,001,985 1,940,398 69,705,773
12,557,985 2,274,896 855,755 1,748,637 959,949 18,397,222
4,025,367 - 37,862,019 41,702 6,942 41,936,030
48,539 - 391,136 4,839 - 444,514
16,631,891 2,274,896 39,108,910 1,795,178 966,891 60,777,766
2015 12 31
8,479,223 662,500 4,021 3,440,023 1,109,472 13,695,239
2,239,566 - 25,478,094 141,771 689,270 28,548,701
14,680 - 4,800,098 72,866 247,071 5,134,715
10,733,469 662,500 30,282,213 3,654,660 2,045,814 47,378,654
8,479,223 1,110,547 533,116 1,166,622 1,173,669 12,463,178
2,239,566 - 28,206,428 60,645 10,561 30,517,200
14,680 - 88,872 109 - 103,661
10,733,469 1,110,547 28,828,417 1,227,377 1,184,230 43,084,038
30
2016 2015
59,043 55,942
23,589 19,841
20,061,268 15,857,585
12,047,564 9,351,728
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Financial Statements

Company Income statement

Faor the year ended 31st Dacember Hotes 2006 015

£000 £000
Interest Income 2 20,755 AERE
Interest sxpencs 3 {12.7e0) M.7E)
Neat Interest iIncomea 16,088 12,838
Fees and commisskons Income 7314 42546
Fees ard commisskons experse 1157100 [208)
Net fees and commisshons income 57439 33530
Trading Incoms 203,890 143134
Nat Imvestment income T.950 .060
Total eparating Income 206,365 200,662
Adminktrative expanses 4 (192135 (TF3247)
Amartization of Intanglble asssts 1z (12815) 1173
Deprecistion of property, plant and equipmeant 13 (2564) (2839
Total sparating axpanses (207.515) (187.050)
Profit on ordinary acthvities before taxation TBTS0 12703
Taxation ] 18,851) {4557
Profit attributable to owners of the compamy 50,809 8138
The showe results are derived from continuing operatiors of the business.
Company statement of comprehansive income

2006 o) ]

For the year emded 31st Dacember E00D E000
Profit after ke L0B39 a13e
Other comprehensive Income / loss from continuing operations:
Available for sale resarve
Met gains from changes in fair vadue 13447 TE04
Met [gaing) trarsferred to met profit [7.950) (MOoEm
Taxation [1,4008) G5O
Cash flow hedging reserve
Met gains [ (losses) from changes in far value 436 )]
Met losses tranafarred to net profit 58 209
Taxation {7 140
Total comprehensive Income that may be recycled to profit or less B4.5M 5490
Other comprehensive (loss) f Income not recycled to profit or loss:
Actuarial lceses) / gans In retirement benefit schames (25072 1185
Taxatian BI04 (2510
Total other comprehensiva (loss) f Incoms {18,368) 8685
Total comprehensive Income for the year attributable to owners of the company 45543 WATS
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Company balance shest
As &t 3st Dacember pio [ 2015
Notes £000 E000
ASSETS
Caszh and balances at central banks 975454 185,382
Tradng portfolio financd sssets a 5350009 4178091
Deeriwative financial Instnuments o 19287027 13505230
Rewerse repurchase sgreaments 42,384,301 2841210
Securities sold not delvered 1202543 1627013
Equity finance assets AR5, 331 408,220
Cash collateral on securities borrowed 784,308 E134715
Cash collateral pald to derlvative counterparties 2474824 1452.585
Loare and sdvancas to barks 200065 136482
Finzncial iInstruments awallable for sale il 175738 28180
Deeferred tax asset 32040 20,340
Intangible assets 1z EOT2 4500
Property plant and eguipmenit 13 13297 18710
Crher sssets 14 IT3459 185571
Total assets 82,429,393 57,601,866
LIABILITIES
Depoeits by banks 72302 02149
Trading portfolio financid lisbiites 5 5EAET02 22537
Deeriwative financial Instruments o 18,397,222 124637178
Repurchaze sgreements 41836030 02z 43a
Securities bought not delivered 1,306,080 Qa4 BT
Cash collateral on securities lent 444514 103,661
Cash collateral recenved from derivetive counterparties 7853174 5RE517
Repurchaze agreements st amortieed cost - 204782
Finzncial liabilities deslgnated st far value & A EE3E3T JE32236
Crher liabilites 17 A5E7ED 40350
Subordinated labilties 12 30751 BEE T
Total liabilities 80,985,572 56,510,567
EQUITY
Equuity Instrurments 12 1317580 101061
Crther reserves 1752 (28600
Retaimed eamings 124470 B3548
Total equity 1.443,6821 1.081.299
Total liabilities and aquity 82,429,303 51600866
Cormpany Number: 1688488

The financial statements on pages 18 to 51 and business and rigk management policies on peges 7 1o 16 were approsed by the Board of Directors
and authoriead for sue on 10 March 2017 and signed on its behalf by:

—

Dravdd King
Chief Expoutive Officer
0 March 2017
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Financial Statements

Company statement of changes In equity Cash flow

Share Tier 1 for sale hedging Retained Toital
capital capital reserve resane earnings equity
EODD E°0D0 EDDD E000 E000 E000

2015
Balarce 1 Jan 2015 1Mosm - 187 (3BT BETIT 174
Prifit after ke - - - - g136 213e
fyalable for sele Investments - - (2,806) - - [2.808)
Cash flow hedges - - - 16D - 160
Bctuarial gain and loss - - - - B,6BS 8585
Balance 31 Dec 2015 1010.6M - (2,639) (221 §3548 1061290

2016
Balance 1 Jan 2016 1MOEN - (2639) ) 23548 1091200
Profit after tax - - - - 50833 58200
lzsue of equity Instruments - 306878 - - - 0687
fyallable for sale Investments - - A0E3 - - 4089
Cash flow hedges - - - 523 - 523
Actuarld gain andloes - - - - (1B.0s8) [12:0E8)
Balance 31Dec 2016 Lo10E1 306070 1450 302 124,479 1443821
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Company cash flow statement

2018 015
Far the year ended 31st Dacember £000 £000
Reconciliation of profit before tax to net cash flows from operating activitles
Frofit befone tax a0 12,003
Adjustrnent far mor-cash temes:
Depreciation and Imparment of property, plant & equipment 2564 2839
Amortization and Imparmenit of Intangible sssets 12815 RIAEE]
Met loas on dispoeal of property, plant and eguipment and Intangible sssets 3038 50
Actuartal loss)'galn on pension {18,358) 8885
Carporation tax expenss {18,851) (4.567)
Changes in cperating assats and liabilities:
Met decreass In trading portfollio irancial assets [ liabilitias 2350257 1061054
Met decrease In derivative financial Instruments 332,250 2105
Met decrease{incresss] In securites bought | sdd not delivered 8a5Ea3 (BEAS0Z)
Met Increase In reverse repurchass sgresments (14, 265912) [7871,484)
Met Increase In repurchese sgreements 13502 BA73085
Met [Increass)decresse In loars and advarces to barks (63,584) 2377734
Met Increase In cash collateral for eecunties and derivatives [1N3033) (2406, 725)
MetIncresse In cther assets (Z8E.701) (94,965)
Met [decreasa)increase inather liabiltes (26741) 30920
Met cash from cperating activities (414,938) 817124
Purchase of property, plant and equipment amn (1.574)
Purchasa of ntanglble assets {16:253) (15819)
Purchase of avallable for sale Investments 13151525) (3ECR0T)
Procesds from sale ar redemption of avalable for sde Investmeants 3510334 Joaea
Crther cash Inflows) (outflows) assoctated with Investing activities 4512 (2547
Net cash from investing activities 343,445 (519.602)
lzsue of equity Instruments - AT1 3064 -
Procesds from financial labilties designated at fair value 4507779 4412 861
Repaymenits of financial liabilies designatad st far valus (15M6478) (4,858 202
Froceeds from drawdown of subordinated debt aoany -
Repayments and redemption of subordinated debt (BEEVT) 24333
Net cash from financing activities 881320 {421,708)
Nat (decrease)/increase in cash and cash equivalants 808,829 (124.276)
Opering cash and cash equivalents 83,233 H7508
Met cash Increass [ (decrease) TR M8
Forsign exchange 26512 {12078
Closing cash and cash equivalemts 903,062 23233
Cash and balances at central banks O75454 185,382
Depoeits by banks repayable on demand (72397 (92149
Total cash and cash equivalents 903,062 93,233
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Basis of preparation of company accounts

The fimancial rformation Includes the financial stastements of the
Company for the year ended et December A6, The financial
Irformation has been prepared under the historicad cost comeention
modfied by the revaluation to far vdue of certan positions, and In
accordance with Intermational Financial Reporting Stamdards (IFRS) as
adopted by the Burcpean Union and with the Companies Act 2006

The financial statements heve been preparsd on @ going concern
basls due to expected future profitabiliy and comtinuing support from
MUSHD. The Cormpany’s business activities, together with the fectors
llkeely to affect Its fukure devslopment, performance and position are sat
aut In the Strategic Repaort on pagee 2 to 3. The finandcial poeition of the
Company its iquidty postion and borrowing facllites are described
through the financid statements beginning on page 18. In sddiion, the
Business and Risk Management Policles on pages 7 1o 16 Include the
Company's objectives, polcies and processes for managing its capital;
It& firancid risk manzsgement objectves; and various formes of rige.

The Company has corslderable finandal rescurcee together with
long-term suppiort from MUSHD evidenced by sddiiona capital ralsed
durng the period, and contracts with both a broad range of customers
and financld Insttutions scrcss different geographic areas. A3 a
coneequence, the Oirectors believe that the Company 5 well placed
to mansge e business risks successfully despite the curment uncertain
global economic cutlook. The Directors have a reasonable expectation
that the Company has adequate resources to continue In operational
existenice for the foressesble future. Thus they continue to adopt the
going concem basks In preparing the annual financial statements.

Use of estimates and assumptions

Thee preparation of financial Information reguires the use of estimates and
assurmptions about future conditions. The use of avalable Informetion
and the application of Judgement are Inherent In the formation of
estimates; sctud resuts In the future may differ from estimates upon
which finarcial information is prepared The Company believes that the
critical accounting palcies whare judgement is necassarlly applied are
thioee which relate to the valuation of financid Instruments, assumptons
Ircluded In the actuartal valuation of the defined benefit pension scheme
and recognition of deferred tex assets. See below for further comments
on far valuse measurement of financia assets and llakilites.

Thee recagniion of & defemad tax asset relles on an asssssment of the
probability and sufficlercy of future taxable profits, future reversals
af existing taxsble temporary differences and ongoing tax planning
strategies. The most significart judgements relste to expected fubure
profitatlity.

Trading assets and trading llabilities

Long and short positions In debt and equity securtties, which have
be=en acqured or incurred principdly for the purpose of saling or
repurchasing In the near term or which are part of a portfolio of Identified
financial Instrumearts that are managed together and for which there
Is eMdence of & recent actual pattern of shart-term profit taking, are
classified ag held for treding. Such firancial sssets or financial liabilities
are recognissd Intialy at fair value, with trarsaction costs taken to the
Ircome statarment, and are subssquently remessured at fair vaue. Al

22

subsequent gaine and loeses from changes In the fair value of these
s=zats and liablities together with relsted Intersst Income, Interest
expeanss and dvdends, are recogrised In the Inco e statement within
trading Income as they arise. Financial s=sets and financid lidbilites are
recognised wsing trade date sccountng.

Loans and receivables

Loars and receivables are non-dendvative financlal assets with fieed or
determinable payments that are not quoted In an active market. Loars
and recelvables are Iniialy recognised st far value Includng direct
ad Incrementd transaction costs. They ae subssquently valued
at amortised cost, using the effective Interest rate method, kess any
Impalrment.

Bvallable for sale

fweallable for sale (AFS7) Irvestmeents are non-dervative iInvestments that
are not designated as another category of financial asset and arecarried
st falr value.

Interest Income I8 recognised In the Income statement weing the
effective Interast method. Dividend Income I8 recognised In the Incame
statement when the Company becomes entiled to the dividend.
Forelgn emchange gains or losses on AFS debt secudty Inwestments
ae recognised In net reding Income, Cther fair wdue changes are
recognised drectly In shareholder's equity within the AFS reserve untl
the Investmant |= sokd ar Impalred, at which tme the balance In equity Is
recognised inthe ncome staterment.

Financial instruments designated at fair value

Financid Instruments, other than those held for rading, are dassified
In this category f they meet one or more of the criteria set out balow,
and are 5o designated by management. The Company may dedgnate
frandid Instrumenits st fair vaue when doing so results In more relewvant
Information due to the following:

* It eliminates or dgrificantly reduces velustion or recogniion
Incorastencies that waould atharwies arise from measuring financia
assets ar financial lablites, o recognising @airs ard losses on themn,
on different bases. Under this ariterion, the main dass of financia
Instruments designated by the Company Includes medium temn
ricte Issues and momey market loane snd deposlts. The retun
on cartain Instruments has been matched with derlvatives. An
accounting miamatch would arkse i the debt securities and morey
market transactiors were accounted for st amortlsed cost, because
the related derhatives are messured at fair vaue with movemeants In
the far walue taken through the Income statement. By designating
these assete and lisbiities at far waue, the mowement In ther far
value wil alzo be recorded Inthe Income statement.

*  Groups of financial aseets, inancid liabilities or combinations theneof
aremanaged and ther performance evaluated, on & far value bads
In accordance with a documented sk management or Investmenit
strategy and Information sbout groups of finandal Instruments Ie
reported to management on that basis.

* Certan finamcial retruments contain ome or more embedded
derivatives that significantly modfy the cash flows resuling from
thioee financial Instruments.
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The far vadue designation, once made, 5 Imevocable. Designated
financial assets and financid lisblities arerecogrised on rade date, whean
the Companyenters Into contractus armangements with counterparties.
Measurement Is initially st fair value with trarsaction costs taken directly
to the Income statement. Subsequently, the far values are remesaured,
and gains and lceses from changes thersin are recognized Inthe Income
statement

Repurchase and resale agreaments

Securities which have been sold subject to an agreement to
repirchase remain on the balance sheet and a lisbility besad on
the net present value of the sssoclated fubare cash out flows I8
recorded within llablites. Securities acquired In purchase and resale
tranasctions are not recognised on the baance sheet and an asset
b=zed an the net present value of the associated future cashrecelpts
1= recorded within sssets.

Certain trarsactors which are managed by the Treasury business are
recorded as loans and recelvables (reverse repurchase agreements)
ar liablitlies at amortised cost (repurchase sgreements) Az such,
the bdances recorded In essets and liablities are subsequently
remeasured only toreflect the accrual of Interest of Impament.

All ather zale and repurchase and reverse repurchase agresments ae
treated as trading retrurments. As such, the balances recorded In sssets
and liabilities are subeequently remesaured st far value. Gans and
loeses from changes In the fair value of the ssscclated cash flows ae
recognized In the Income statement &3 they arlse. Azzats and lisbilities
are offsst ard the net smount reported on the balance sheat when there
15 @ legdly enforceable rght to offset the recognised amounts and there
I= &n Intenton to settle on a net basis.

Issued debt - financial lability vs equity classification

lzsued financial Instruments or ther componerts are classified as
equity when there Is no contractusl obligation to transfer cash, other
financial assets o lzaue & varlable mumber of the Company's own equity
Iretrurments tothe holder of the Instrument. The proceede of the keue
are recorded directly In equity, and held st historical cost. Incremental
coets drectly atributable to the Esue of equity metruments are shown
In equity a3 a deduction from the procseds, net of tax. Ovidends ard
ather retumes to equity holders ane recognised &5 8 deduction from
distributable reserves within equity when pald or declared by the
Campany.

lzsued financial Instruments or ther componerts are classified as
liaboilities IF the undarkying contract results in a present obligation for the
Company to elther deliver cash, snother financia asset, or a varlable
rumber of the Company’s own equity ehares to the halder of the
Iretrurment. Financial llabllties are measured st amortised cost, excapt
for trading lisbiites and liabilties designated st fair value, which are held
at far value through profit and loss.

‘Where isued francial Imetruments contain both Iabiity and equity
componernits, these are accounted for separately. The far value of the
debit 15 estimated first and the remainder of the proceeds are ncluded
within equity.

Identification and measurement of impairment

At each balance shest date the Company assesses whether there Is
objective evidence that inanciel assets not carried at fair vdue through
the Income statement are Impaired. Financial sssets are Impaired when
objective evidence demonstrates that a loss event has cocurmed after
the Intial recognition of the ssset, and that the loss event has an mpact
on the expected future cash flows of the asset that can be estmated
relisbly. Examples of such events would Inchude significant credit
deterioration of the lssuer such as a significant credit rabing downgrade:
default, delnquency or bankruptoy of the lssuer; or ancther specific
everit which would lesd to a decrease In expected future cash flows.

Impairment losses on assets camied & amortised cost are measured
&5 the differerce between the camying smount of the financial assets
and the present value of estimated future cash fiows, discounted at
the assats original effective ntersst rate. Losses are recognised In the
Income statement and reflected In an allowance sgainst the camying
value of the assets. Intersst on the mpared ssset continues to be
recognised through the umsinding of the decount.

‘When a subeaquent event, for example, reversal of one of the conditiors
outined sbove, causes the amount of Impairmenit loes to decreass, the
Irmpairment koes 18 reversed through the Income statement.

Impsairment losses on AFS Irvestment securities are recognised by
transferring the difference betwean the amortied scouistion cost
ard current fair walue out of equity to the Income stakement. When a
subsequent ewvent causes the amount of Impairment loes on an AFS
debt security to decrease, the decrease In Imparment koss 1s reversed
through the Income statement. Impairment losses on AFS equity
securties are not reversad through the Income statement.

Derivatives

Dierivatives are recognised Intialy, and are subsequently remeasured, at
fair walue. All chianges In fair value, excapt for certan gains and loases
relsted to cash flow hedges, are recognised inthe Income statement
within trading Income &3 they arkse. Fair values ars cbtained from quated
market pices In sctive marksts, or using valuation techniques where an
active markat dose not extst. Welustion techniques ncude discounted
cach flow models, recenit market transactions and option pricing modds
&5 sppropriste. All derivatives sre claselfied as assets when ther fair valus
15 positive or a8 liabilities when thelr far value 18 negative. Derivatives are
recognissd wsing trade date scoountng.

Financia =ssets and labilities are offeet and the net amount reparted
on the balance sheat If, and orly i, the entity curmently has a legaly
enforceable right of affset and there 15 an Intention to settle on & net
basde, aor to realse an asset and eattle the liabliy amuttanecusly. In many
cases, even though master netting agreements ame In place, the related
azzets and labilties are presented gross on the balance ehest as these
reqirements ane not met.

The value of derivative contrects has beenadjusted to nclude theimpact
of counterparty credit rigk (TTWAT) and the cost and benefit of future
furdireg ("FVE). The mpact of changes In the Company’s own credt dek
["CVET) 13 Included within the application of FWA. The Company s the
beneficiary of an Intercompany guarantse from BTMU which provides

n
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Accounting Policies (continued)

protection over & portfolio of corporate derivatives. This guarantes does
riat meet the criterta In 145 39 for presentation as a financial guarantea,
and &s such ks accounted for & a credit derlvative.

Collateral

Cach collsteral pledged by the Company on dedvatve and ather
lisbilities k= clasafied a8 an asset within financial assets at amortised coet.
(Cash collaterd pledged by counterparties 18 dasdfied within financial
ligblities at amortised cost. Thess balances are initially measured at fair
waue and eubsequently measured st amortised cost.

Where securiies are posted to counterparties as collsteral sgainst
liablities of the Company the sacurity will be retained on the Company's
balerce shest srd will not mpact the recorded labilty. Colsteral
recaived In the form of securiies i not recorded on the balance shest.

Embedded derivatives

Defivatives may be embedded In other contractual amangements.
Embedded derivatives are trested &5 separste derlvatives when thelr
economic characteristics and risks are not clearly and closdy related to
thioee of the host: the terms of the embedded dedvatives would meet
the definiion of a stand-alone dedvative If they were contained In &
separate contract; and the combined contract i not held for trading or
designated at far vdue. These embedded derivatives are mesaured at
far value with charges In far value recognised In the Income statement.

Equity finance assats

Equity finance assets are recogrized initally, and are subseguently
remeasured, st far value, A1 chamges In fair value, are recognised In the
Ircome statarment within rading Income a5 they arlse. Far values ae
obrtained from quoted market prices In sctive markets, or using valustion
techrigues where an active market does mot exist Bquity financing
assets are recognised using trade dete sccounting.

Hadge accounting

At the Imception of a hedging relationship, the Company documents the
relatkorship batween the hedging Inetruments and the hedged tems, Its
risk rranagement objective and Its strategy for undertaking the hedge.
The Company ako requirss 3 documented sssesement, both at hedge
Inzepticon ard on anangoing basls (both prospective and eirospective
effectiveness), of whether or not the hedging Instrumenits are highly
effective In offsstting the changes In the fair walues of the hedged
Items atiributsble to the hedoged rska. Hedges are deeignated by the
Company &3 elther: hedges of the change in far value of recognised
assets ar llabilites (falr value hedges’) or hedges of the varlability of
cash flows attributable to & recognised asset or lability or & forecast
tramgaction (cash flow hedges').

Fair value hadges

Changes In the far value of dervatives that are designated, and qualify,
a8 far value hedging Instruments ane recorded In the Income ekatament,
alang with changes In the far value of the hedged assets, llablities o
groups thereof that are sttrbutable to the hedged rigk. F a hedging
relatiorship mo longer meats the criterla for hedge sccountirg, the
cumulative adjustment to the carrying smount of the hedged Item 18
amartised ko the Income stetement based on a recaculsted effective
Irkerest rate ower the residual period to matudty, unless the hedged

24

ttern has bean derecognised, In which case, It 1s releasad tothe Income
statement mmediately.

Cash flow hedges

The effective partion of changes In the far vlue of derivatives that are
designatedandqualify as cash flow hedges s recognizedineharehalder’s
equity within the cash flow hedging reserve. Any galn o kes 0 far value
relsting to en neffective portion ls recogrised Immediately In the Incame
statemant. Amounts accumuleted In equity are recycled to the Incame
statement In the periads In which the hedged temn will affect profit or
leza. When & hedging Instrument expires or 1s sold, of when & hedge
no longer meets the citena for hadge accounting, any cumulstive gain
of loes existing In equity &t that tme remains In eguity untll the hedged
transaction I8 recognised In the Income statement. When s hadged
forecast trameaction 8 no longer expected to cocur, the cumulative
gain of loes that wes reported In equity 1s Immediately trarafered to the
Income statement.

Derecognition of financlal assets and Nabilities

Financial seeets are derecognised when the ights to recaive cash flows
from the assets have expired; o whien the Company hes transfered both
Itz contrectual ight to recelve the cash flows of the finanda assets, and
substantally al the nsks and rewsards of cwnership: or where control Is not
retained. Finandal labiities are derscognised when they are estinguished,
that Is whien the obligation 1s discharged, canceled or expired.

Fair value measurement of financlal assets and liabilities

Far value Is the amount for which an assat could be sold, or a labilty
transferred, batwean kmowledgeable, wiling parties In an arms lenigth
transaction on the measurement date.

‘When avalable, the Company measures the fair value of an Instrument
using quaoted prices In an ective market for that Instrument. & market
Is rexgarded &3 active If quoted pricas are readly and regularly avalsble
and represent sctud and regulary occurring market transsctions anan
amis kength basls.

IF the market for a fimanclal Fetrument s nat active, the Company
establishes far value using valuation techniques. Vdustion techniques
Inciude uang recent arms length tranaactions between kmowledgeable,
wiling parties (if evalable), referance to the current far value of other
Instrurnenitsthat ana substantially the zame, discounted cash Acwanakyds
and option pricing modek. The chosen valuation technigue makes
mazdmurm use of market Inputs, relies &3 Ite &5 possible on estimates
specificto the Company, Incorporates al fectors that market participants
would corelder In setting & price, and I8 condstent with sccepted
economic methodoogies for pricing financid Instruments. Inputs to
valuation techniques reasonably represant market espectatiors and
measures af the risk-return fackars Inkerent In the financial Instrumenit.
The Compary callbrates valuation techniques and tests them for valdity
using prices from ckesrvable curent market transactions In the zame
Instrurnenit of based on other avalable cbearvable market data.

When uncbserablemarket data has a significantimpact onthe valustion
of financial irstrumenits and the model valuations Indicate initlal profits
on the transaction, theentine Inia gain ks not recognised Immediately in
the Income statement. Theinitial gain is messured a8 the differencein far
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waue Indicated by the valuation mode price and the transaction prica.
Thiess gains are defemed and recognised cver the life of the fraresction
an 8 systematic basts, or when the Inpute become cbeerable, or the
tranzaction matures ar k5 doead out, or when the Company enters Into
an eligible offsetting or economic hedging transaction which prosdes
a market data point to demonstrate observability of the unobservable
Irpik(s). Refer to Note 22 for further detall on the fair value of financial
Iretruments.

Management fees and commission
Manegement fees and cormmission are recogrised In the perod during
which the managemenit sarvce has been provided.

Client money segregation

The Compary holds money on behalf of some clents I accordance
with the Cliert Morey Rules of the Financial Conduct Authority. Such
monles and the cormesponding amounts due to clients ane not beld on
the balance sheet &= the clients retain beneficlal ownership,

Nat interest iIncome

Thee interset baances presented within the Income statement represent
the returns and costs to the firm of kolding regulatory buffer assets and
long term irvestment posltions. These podtions are held and maneged
within the Treasury function. Interest INCome represenis CoUpon InCome
and amartisation of any premium or discount sfsing upon purchase of
HTM ar AF5 Investments and certain revarse repurchase agreaments
treated as koans ard recelvables. Interest expense represents the cost of
funding these poeitions and includes the costaf repunchase sgreements
held as liablities at smortised cost, Interest payable on subordinated
debt, and Interest costs on other sources of funds that support these
Irestments.

Any coupon recelvable or payable on ltems which are part of the trading
actvities of the Company are included directly within Dealing profits.

Forelgn currencies
Thie financial statarments are presented In pounds sterling which 1s the
presantation and funchional cumency of the Company.

Monetary essets and llabllles demominsted In fordon currencies and
open forward forelign emchange contrects are traralated using the rate
of exchange prevaling st the balance sheet date. Gane or losses on
trarelation sre ncluded in the Income statement.

The assete and lisbililes of the Comparw recogrised in foreign
currercles are translated to the Company’s functional cumency at the
exchange rates of the reporting date. The Income and expenses of the
Campany are translsted to the Company’s functional curency at the
exchange rates at the dates of the transsctions.

Property, plant and equipment and intangible assets
Property plant and equipment and intanglble sesets are messuned st cost
less accumulated depreciation and ary sccumulated Impaiment losses.

Experditure to bring purchesed softwere nto operational use and
Intemally deneloped software are recognieed ss Intangble sseats whean
the Compary corslders that the software will be used in 2 manner that

wil generate future ecomomic bensfits and can relably measure the
costs of development.

Al fixed assets are resiewed for Imparmeant on an anmual basle. Assets
are Impalred where It | considered that the future economic benefit of
the assst |= lower than e camying amount. Such Impalrment losses are
Irciuded directly in the Income statement.

Depreciation k= provided to write off the cost less estimated residud
value of tanglble fixed sssets and Intangible software assets by equd
Instalments over ther estimated useful Ives &= follows:

Leszehold Improsements 10 - 25 years or over the

remaining term of the lease

Oiffice fumiture and fitings 5 years

Office machimery and equipment 3 -5 years
Intangible software 3 -Tyears
Finarca lease assets Leasa temn

Leases

4 lesse 18 clesdfied at the date that the Company enters the agresment
&5 elther a finance lesse or an opsrating lease. A lesse that tramsfers
substantially all the risks and rewards Incidental to cwnership to the
Compary I& classified a8 & finance lease.

Finance leases are capitalead a3 assets at the lower of thie fair value of the
property whichi s being leased o the present value of the minimum lease
payments. The Income statement I8 sffected by both depreciation of the
capitalsed asset and Interest on the minimum lease pagment sty

fir operating lease i & lesse other than a firance lease. Operating leass
payments ane recognised &= an expense on A stralkght ine basks over the
lease term.

Tawation

Taxation comprises current and deferred tex. Curment tax and deferred
tax are recogrised inthe Income statament except to the estant that
they relate to lieme recognissd drectly In equity.

Current tzx Is the expected tax payable of recelvable on the tasble
Income of koess for the year, ueing tex rates enscted or substantively
enacted at the reporting date, and any adustment to tax payable In
respect of previous years.

Defemed tax ks recognised Inrespect of dl temparar y differences and tax
lomsee that have originated but rot reversed by the badance shest date.
Termporary differences are dvengences betwesn the Company's results
for ten purposes and Its resulte &5 stated In the financial statemeants that
arlse from the Inclusion of Income and experses In e 353esEments In
periods dfferent from those in which they are recognised in the financia
statemeants. Tempaorary dffarences and tax losses are taken Into accaunt
if they hawe originated prior tothe balance shest date and are expected
to reverse In one or more future periods.

Defemed tax s calculated at the tax rates that are expected tobe sppled
to temporary differences or tax kossee when they reverse, based an the
lawes that have been enacted of substantively enacted by the reparting

5
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Accounting Policies (continued)

date. Deferrad tax sszets and labilties are offzst if there 5 a legally
enforceable right to offset current tax llablites sgainst curent tae
assets, and they relate to tames levied by the same tax suthority on the
=ame taxable entity, or on different taxable entities which Intend to settle
currerk tax labilites and assets on & et basls.

A defermed tax asset |8 recogrised for unused tax losses and other
deductible temporary diffarences to the extert that it s probable that future
taxable profits wil be avalbble aganst which they can be utilsed Desfered
e aE5ets ane reiewed &t each repartimgdate and anereduced to the extent
that & & ro komger probable thet the related tax bemefit will ba reallsed.

Dieferred tax balances are not discounted.

Employes banefits

Staff are remunerated through both salery and annud performance
basad discretionary comperestion  swards.  Performance  based
awards are calculated annually, and reflect the perfommance of both
the irdividual and the Company during that annual pericd Portions
af perfarmance based awards are pad by the Company on deferred
terme. From 2011 ocmaards, a portion of these defered awards for cartain
employese subject to the PR&s Remunerstion Code are linked to the
performance of the share price of MUFG. Theee awards are termed
Motional Stock Units ML),

Whiere paymenite are made on a defermed basle and the caeh value 18
fized at the sward dste, the Company recogrises the costs of the
defared awarde during the period that the sward Is made, even though
cash payments will not b= made untll futore periods. The Compary
conekders that this treetment mast effectively represents the costs of
employes compersstion for the perod.

‘Whiere paymenits are made on a defermed basle and the cash value 18
linked to the MUFG share price, the Company amortises the expected
coet of the award across the entire deferral pericd, and records a: an
expensa only that portlon which i deemed to have sccrued during the
current perkod.

Penslons

The Company maintairs both & defined contribution pension scheme
and a defined benefit penslon scheme (the defined berefit scheme s
cloeed to new entrants and to future accruas).

Far the defined contribution scheme, penslon costs are charged to the
Income statement which represent the contibutions paysble to the
scheme In regpect of the accounting period.

Far the defined bensft scheme, pension echeme sssets are massured
using market walue Pension scheme lisbiiies are measured using
a projected unit method and dscourted st the ourrent rate of return
an high qualty corporate bonds of eguivalent term and currency to
the Bablity. The Increase In the present value of the lablities of the
Company’s defined bensfit penslon scheme expected to arse from
employes earvce In the perod 18 changed to Profit on ordinary activiies
before taxation. The espected retum on the schemes assets and
the increase during the pericd inthe present value of the schemes
ligblities ansing from the pessage of tme are Included in administrative

expernses. Actuarlal gains and losses are recogrieed In the statement
of totdl comprehensive iIncome. Deficits In the scheme are recognized
In the Compary’s balance sheet. Surpluses are only recognised to the
extent that they are recoverable through reduced confributions In the
furture ar through refunds from the schemes.

The Compary recognises the efiect of material changes to the terms
of Its defimed benefit perdon scheme which reduce future benefits &
curtalmenits: gains and kosses are recognized In the Income statement
when the curtallments ocour.

The Company revalues its defined benefit scheme at 30th June and
st December each year, In consultation with the schemes actuaries.
The assumptions urderlying the caloulations are used to determine the
expacted Income statement charge for the year going forward.

Adoption of new and revised Standards
In the current wear, the folowing new and ressd Standards and
Interpretatiors hewe been sdopted when preparing the amounts
reported In these Financilal Statements. Only those Standards which are
pertinent to the Company are summarised:

* Amendments to IFRS 11 Joint Arrangements: Accounting for
Bcquisitions of Inberests

The amendmente to IFRS 1 require that an entity accounting for
the acquidtion of an Intersst In a |oint operstion which meets the
definition of 2 bueiness within IFRS 3, must apply the rdevant IFRS 3
Business Combinatiors eccounting. The amendmenits dso canfy that
a previously held Interest In a [eint operation 15 not remeasured on the
scouiation of an additkonal interest IF joint contral s retained. A scope
emclusion Is akso sdded 1o IFRS 11 to specify that the amendments do not
spply whien the parties sharing [oint contral are under the control of the
same ulimate party.

The smendments apply to both the acquisition of the nitial interest in
a jaint operation and the acquistion of any additional intersets In the
same joint operation and are applied prospectively. These amendments
do mot have any Impect on the Company & there has been no Interest
gCauined In & joint operstion during the period.

* Amendments bo WS 16 and IAS 3B Clarfication of Acceptsble
Methods of Deprecistion and Amortsstion

The amendmente clarify 145 16 Property, Plant and Equipment and
145 38 Intarglble Assets to state that revenue reflects a pattern of
economic benefits that are genersted from opersting & business
rather than the economic benefits that are consumed through uss
of the asset. As such, a revenue-based method cannct be used o
depreciate property, plant and eguipment and may orly be used
In wery imited circumetances to amortise ntanglble assets. The
amendments are spplled proepectively and do not have any Impect
on the Company, & it does not uee & reverue-based method to
depreciate ssssts.

* Amendments to A5 7 Equity Method In Seperate Financid
Statements
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The amendments dlow entiies to use the eguity method to sccount
for rwestments In subsidiaries, joint wenbures &nd sssocistes In thelr
separate finandal staternents. For entiies alreedy applying IFRS, the
change must be sdopted retrespectively. These amendments do not
hiawe any Impact on the Company's financial statements.

*  Aprual mprosements 2012-2014 Cycle

IFR% 7 Financial Instruments: Disclosures - servicing contracts
The amendment relates to discosures around derecogrised sssets
In which the entity retaire Involkement, and clarfies that 8 serdcing
contract that Includes a fee can constiute continuing Involvement.
An entity must agsess the nature of the arrangement In order to ss5088
whether additional dischkeaures are required, and this sssessment must
be done retrospectively.

145 19 Employee Benefits

The amendment clarifies that market depth of high gualty corporate
bonds |5 assessed based on the cumency in which the abligation 18
denominated, rather than the country whers the obligation Is located.
‘Whien there ks no deep market for high quality corporate bonds Im that
currercy gowernment bond rates must be used. This amerdment 18
applied prospectively.

It ks roted that none of theee updates had a material Impact on the
financial statemints.

Future Accounting Developments

Thie following stendards, which hawe been ksued but are not yet reguired
to b applied, are lkely to hiave animpact on the entity's financial reports
which will be fuly assessed during the period ahead:

IFRS & Financlal Instruments

IFRS @ which will replace 145 33 Financial Instruments: Recogniion and
Measurement I effective for periods beginning on o after 1 January
2018 and was endorsed by the EU in Mowember 2016, The standard 1s
separated Into three componant parts:

* Classlfication and messurement - the categorizstion of financial
szsats will b2 based on the bLeiness model which k& applied and
the contrectual cash flow charsctenstics of the mstruments.
Financid assste will be measured elther at amortised cost (where
the business madel 18 to buy ard hold, and the cash flows represent
only repayments of principal and inkerset), at fair value through
profit and koss (where businees model 18 short term profit taking or
fair walue option elections are made), or at far wakue through Cther
Compretensie Income (where sasets may be sold o hdd). The
scoounting for financial kabilities 1= largely unchanged, although the
standard pemits an election for entities to record changes In fair
wvalue due to mowements In own credit on financial kablities for which
the fair value option has been elected to be recorded through Cither
Compretensie income.

* |mparment - 12 manthe expected losses must now be recognised
directly In the Income Statement upon recogrition of assets which
are not held at far value, this Incresses to Ifetme expected losses
whiere assets are subject tosigrificant credt deterkoration after Initial
recognition

* Hedge accounting - the nues for hedge accounting are aligred with
risk management practices, reducing the neceesity for quantiative
effectiveness testing, and removng rules for woluntary desligration
and de-designation outside of documented risk management
activity.

The entity continues to andyse this standard and e mpact on the
francid stetemenits. fa much of the emtity s ectivby 1s carmed out through
clent driven trading books, it Is expected that changee as a result of
the clesslfication and messurement and Imparment guidance wil be
Imited. The entity has & smal hedge accounted porifolo, al cument
hedging =ctivity le permissible under the new standard, but wil require
changes to documenitation In order to meet the new requirements.

IFRS 15 Rewenues on contracts with customers

IFRS 15 I3 effective for periods beginning an or after 1 snuary 2018 and
was endorsed by the B in September 2016, It wil replace 4518 Revenus
ard 185 1 Corstruction Contracts, and applies to all contracts with
customers except keases, financial mstruments and Ineurance contracts.
It establishes a stepwize model for revenue recogniion which requires
dentification of contracts, separating those contracts nto discrete
performance cbligations, alocating consideration to esch oblgation,
and recognising rewenue only onca each ablgation 1s satisfied.

Due to the shart term nature of mary of the entity's contracts, this
wil have limited Impact on the tming of revenues recognised by the
comparty.

102/148

oOoOooodn



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

Notes on Financial Statements

2 Interest iIncome and similar iIncome

2016 s

E00D E000

Interest on non-trading assste 31,142 205
Interest on loans and receivables from barks {1.387) 174
26,755 24,656

‘Irkerest on loans and recelvables from banks' Includes reverse repos reported st amortised cost, which were iImpacted by negative EUR and JPY
rates during 2016.

3 Interest expenss

2016 s

E000 E000

Interest on non-trading assste 4580 4307
Interest on loans and payables to banks Ba0 Q24
Interest on subordinated lisbiities EALE A7
12769 nmna

4 Administrative expenses 2016 201
E00D E000

‘Wages and salaries 106808 104,444
Retirement banefits 4636 5765
Sodal securlty costs WETS 13153
Personnel expenses 126,119 123,362
Auditors remuneration (Mote 5) BE8 o
Oyperating less= rantals: prapearty B44 39
Crther sdministrative expense B4.305 45808
Ganeral and adminlstrative expenses 66,017 50,585
Total administrative expenses 192136 173,047

The average number of employess of the Company was 587 [2015: 553).

Inchuded within ‘Other administrative expenss’ s & charge totalling £8 025m rdated to the setlement sgreemenit reached with the PRA (refer to the
Strategic Report on pages 2-3).

Inchuded within ‘Total adminkstrative expenses’ s research and developrment experditure of E6.3m {2015 £6 7m) representing employes wages and
sdafes, project contractor, corsumabile and software costs.
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& Auditor’s remuneration

Thie analyets of the auditor's remunerstion I8 s follows: 2016 2015
EDDD EQ00

Fees payable to the Company s auditor for

audit and other services:

Statutary sudt fess 15 405

Audit related assurance serdoes g5 40

Crther taxation advisory services i} -

Criher services 170 59

Crher sssurance services 128 23]

Services relating to corporate finance 3 13

B850 =20

Fees payable to the Company s auditor in

respect of assoclated pension schemes: 18 1a

Total auditor's remuneration 868 ™o

& Share based payment plans
Notlenal Stock Units

The Compary swarded NSLUE to a numbeer of employeas during the year. The M5LUs are defered owver a perlod of 3,5 or 7 years, depending on
award date and the Indviduals rde, and treck the performance of MU ehares (see accounting polcies).

2016 05
Mo Units Valus M. Units Value
(000} (E000) (000} (E000)

No. of NSUs outstanding as at 1st January 4.445 4,041
Gramted during the year:
Mo, of NSLE grantsd 1968 044
‘Value n GBP 000 equivalent at grant date 10332 E5R32
Less:
Ma. of M3 veetad during the year (e} [1.624)
Average share price at vesting [/ payment (JF) e B2
Mo, of N3LE farfatted [ cancelled (urwested) (18]
No. of N5Us as at 31st December 4,740 4,445
Fair value of cutstanding M5Us at 31st Decamber n.ew 10.815
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T Retirement bensfits

The Company provides a defined contribution perslion schemse, the Group Personal Pension Plan (TGPPPT), for employess of the Company. The
assets of the scheme are held separately from those of the Company In an Independently administered fund. The cost for the perod recognised

In the Income statement was £4.6 million 2015: £58 milion).

The Company also prosides a funded, final salary defined benefit penzsion schame which was closed to new entrants and future accrual in 2011,
Thie eas=ts of the scheme are held saparately from thase of the Company In a segregated fund sdministered by trustees. The scheme Is desmed
to be a registered penslon scheme under the terms of Schedule 36 of the Finarce Act 2004 with scheme funding target chjectives set by this
act. Perslon valuatione are undertaken by Independent qualfied actuary with reporting guidelines set by the Technica Actuarial Standard with

calculations consistent with the Internationa Accounting Stardard (7145197,

An update to the latest actuadal valustion was performed sz at 3st December 2016 and the principal actuarial assumptione at the balance shest

date (expressed a5 welghted aversges) were as follows:

Discount rake

RPI irflation sssumption
CPlirflation sssumption

LPI penslon increase assumption

Thie discount rate sssumption 18 based upon published corporate bord Indices.

Thee inflation assurmptions reference Bark of England published yisld curve data.

2006 2015
% %

29 A0
35 a4
25 24
35 a4

Thie underlying mortdity assumpition ks based upon the standard table krowm =3 52F48_Lona year of birth ussge with CMI_2015 future mprovement
fectors with a long term annual rate of fubure Improvement of 4% pa. (2015 52PXA L on & year of birth uesge with CMI_2015 future Improvement
fectors with & kong term anniual rate of future iImprovement of T poa). This resutsin the following Ife expectancies:

*  Male sge 65 now has a life expectancy of 23 years (previously 23 years)
* Famale age 65 now has a Ife expectancy of 24 years (prevously 24 years)

Thie smiounts recogrised In the balsrnce shest a3 at the year end are as follows:

2006 2015

£000 £°000

Presert value of schame labiities (180 494 (144,950
Market value of scheme assets 1,780 154,450
Recognlsabls (defizit) f surplus in the scheme (7T} 9,500
Related deferred tax azeat (labilty) 2083 (1800
Nat panslon (lability) f asset (5.,628) 7600

Thie amaourts recognized In the Income statement within sdministrative expenses total E52 7 credit (2015: £181k debit). The projected income for

the calendar year 2017 Is £14dk charge within sdmiristrative expenses.

All scheme coste ane met directly by the Company and are therefore excluded from thess disclosures.
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Chianges to the present value of the scheme liabiltes for the year end are &3 follows:

2016 25
£000 £000
Fresent walue of schame liabilities at opening 144350 153,064
Irterest coet 51T8 5834
Actuarid gaira / (losses) 41,718 10,393
Bensfits pald (2853 {4,485}
Present value of scheme llabilities at closing 189,481 144,950
Changes In the far value of the scheme assets for the year end are as follows:
2006 s
E£000 £000
Fair walue of echeme ass=ts &t opening 154450 145,437
Interest Income 5,302 5543
Return on essets 15646 B3
Berefits pald [2852) (4,485}
Cantributicns pakd by the Company 7334 7052
Fair value of scheme sssets at closing 181780 154,450
The agreed contdbution tobe pald by the Company for the forthcoming year (year ending 31t December 2007) 15 £7.6 million.
Thie market vdue of total scheme assets for the year end ks a5 follows:
2006 a0ms
E£000 £000
UK equities 42646 3323
Creereass eguties 105,283 B3
Abeciute return 2408 noa
Casch 243 256
Total 181780 154,450

All echeme assets hawve a quoted market price In an sctive markst. The assets of the scheme are hald separately from those of the Company In

funds under the conitrol of the Trustess of the scheme.

Thee asset dlocation wes remsed during the year following a revew of the Investment objectives and nsks of the scheme. The curent alocation

retains -20% equity exposure, now diversified to effect broader geographic and Institutional concentrations. The remaning sssets were largely

coreolidated Into absdute return Funds tangeting growth with reduced wolatiity.

Thie amiounts recogrised InCither Comprehensive Income for the year end are as fol ows:

2006 aoms

£000 £000

Actual rekurn less expected return on scheme assets 16646 8O3
Expenenice gains and kesas arlsing on scheme liabilites 2856 1134
Changes In sssumptions underlying the present value of scheme liabilities [44,674) 0258
Actuarial gain / {loss) recognised in OCI (25.072) nms
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Notes on Financial Statements

T Retirement bensfits (continued)
Mowarment In recognisable surplus [ (deficit) during the year are as follows:

M6 2ms

E£000 £000

Surplus / [defich) at start of year 9500 (BEET)

Income | (expenses) recognised In imcome statement a7 [1an

Contributiors pald by the company T 7053

Recognized actuarial {losses) / galns {25072 1185

{ Daficit) / surplus at end of year (TT1) 0,500
Analysks of present value of scheme lablites:

2006 205

% %

Deefermed members TH T8

Current peraloners il 2

Total 00 100

Thee balow table shows the mpact on the presant value placed on the Schemels liablities of the stated changes to the actuaral assumptiors (refer
page ). Thess sersltivities have been determired by a full recaloulation of the present value using the different assumptions and are thersfore
fully sccurste (2015: =ame approsch).

2006 aoms
% %
Discount rate +- O5% - N3
RPland CPl+/- 05% 447 -4 +4/-4
Life expactancy +/- 1 year +1/-3 +37 43
The welghted aversge duration of the scheme liabilties 15 approsimately 25 years (2015 25 years).
B Applicable taxes
2016 205
£000 £000
UK corporation tax
Current year {15,731) 838
Adjustrments In respact of pricr years - 138
115,731) 1077
Foredgn tax
Current year [102s) 1.455)
Adjustrments In respect of pricr years - -
Total currant tax (16,757) (41
Diaferred tax
Crigination and reversal of timing differences (75815 (2.603)
Effect of decreased tax rate [464) [A03)
Adjustrnents In respect of pricr years BO56 (B4Z]
Total deferred tax (Z004) (4.148)
Total tax expense {18,851 {4,567)
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Corporation tax 15 caloulated at 28% (2015 20:25%) of the estimated taxable profit for the year. The Increase In tax rate compared to prion year
reflects the mtroduction of an B% corporstion tex surcharge spplicable to bankes and brokers with effect from 1st January 2016,

The change far the year can be reconcled tothe prafit in the Income statement &3 follows:

2016 2015

EODD E000

Profit/{loss) on erdinary activities before texation 78,750 12,003
Tax at the LK corporation tax rate of 268% (3015: 2025%) (22,0600 (2573)
Tax effect of evmpenses that are not deductible In determiring taxsble profits [3415) {357
Forelon tex suffared (720 [z
Deeferred tex prior year edjustment E0R6 (B42)
Effect of reduction In rate used to recognise deferred tex sszets [464) (B2
Realtzation of deferred tax sseats previously vaued below current year statutory rate a -
Group rellef surmerder inrelation to priar years - oan
Current tax prior year adustment - 138
Share of group bank surcharge dlowance 1,380 -
Taxexpensa for the year (18.851) (4.567)

Inaddiion tothe amount charged o the Income statement, the folowing amounts related to tax kave bean recogrised In other comprehersive
Income:

2018 015

E0DD E000
Current tax - .
Dafarred tax
Items that will not be reclassified subsecuently te profit or loss
Remeasurament of net dafined benefit lisbility El04 (2510
Items that may be reclassified subsaquently to profit or loss
Avalable for sde financial aseets (gains) / losses inpericd [1.408) BRI
Cash flow hedges (gains) / kosses In pariod {17 40
Total income tax recognised In other comprehensive Income 4 525 ({1.900)

k=3
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Notes on Financial Statements

B8 Applicable taxes ([continued)
Deferred Tax Assats
The follswing are the deferred tax azzets and llabilities recognised by the Company and maovements thenson during the current and prior reporting
pericd. Balance Balancs
asat Charge to Transferred asat
1.January profit or Charge to from other 31 December
206 loss ocl recalvables 2016
£000 £000 £000 £000 £000
Accelarated tax depreciation 3489 2483 - - 5852
Unused tax credits 534 - - 268 B2
Dieferred compersstion o368 4446 - - 10382
Spreading of FRS 26 trarsitional sdjustment - - - - -
Spreading of IFRS 12 trarationa ad|ustrment 1962 349 - - 2m
Cach flow hedge reserve 55 - 17T - i1a)
Bvalable for sde firancial assets 7a2 B2 1408} - 1147
Retiremenit berefit cblgations (1208) [2123) 104 - 2083
Tax lcesas 8500 (B 728) - - 1773
Total Balance 28311 (2.084) 4,525 268 32,040
Balance Balanca
asat Charge to Transferred asat
1.January profit or Charge to from other 31 December
2015 loss ocl recalvables a0ms
£000 £000 £000 £000 £000
Accelarated tax depreciation 1806 1563 - - 3468
Unueed tax credits 103 - - 47 534
Dieferrad comperestion 7582 156 - - 5036
Spreading of FRS 26 trarsitional sdjustment &5 [715) - - -
Spreading of IFRS 12 transitiond adjustrment 280 213 - - 1862
(Cach flow hedge reserve a5 - [400y - BB
Avalable for sale firancial assets 13 - B50 - a2
Retirement benefit oblgations 1,713 - [T - (1,538)
Tax loeses 0522 [3123) AL - 18501
Total Balance 34956 (4.147) {1900} a3 2934

Deferred tax sssets ane valued at the applicable corporstion tex rate based on the perlod Inwhich the underlying temporary difference 1s expected
to reverse. The defermed tax aesets sbove hawe been recogrised based on supporting profit forecasts demonstrating sufficlent future profits
agairst whichithe assets can be utlised.

Under LK tax rules, tax kesses can be carried forward Indefinitely. The Finance Act 2006 limite the offset of pre &pril 2015 losses carmled forward by

LK banks and brokers b 25% of profits earned after 1=t April 2016, Whilst the restriction on the use of camied forward losses will result In themn bsing
utilised cver & longer period It shoukd not mpact the ultimate recoverabllity of the losses and hence a defered tax ssset has been recognised.
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8 Trading portfolio financial assets

2008 2015
EODD E000
Government bonds 2880854 2236764
Carporation bonds Ta0463 B38.580
Crther public sector securiies 144421 448717
Total debt securities 375738 3324761
Eiquity Instrurnents 158311 850,230
Total trading portfolio financlal assets 5.350,009 4175081
Of which lsted:
Debit smourties 3544084 30802751
Equity Instrurnents FI6525 56022
Of which unlisted:
Debt seourties 23554 234486
Equity Instrurnents 1,246,746 Ta4.308
5.359,009 4,175,001
10 Derivative financial instruments
208
Maotlonal Falrvalua Fairvalus
amount assets liabdlities
£000 E00D E000
Darivatives held for trading
Forelgn exchange contracts N43T7.351 Tr2e0E7 TA63.330
Interast rate contracts 2866608587 2RI 10062062
Credit derivative contracts 085,080 794871 BESH]
Equity confracts BamEDZ 123853 245612
Commodiies contracts BE A58 o042 nooan
Total trading contracts 301802128 18,284,100 18,350,720
Derivatives designated as fair value hedges
Interest rate swaps contracts 416 4,389 18523
Derivatives designated as cash flow hedges
Forward forelgn exchange contracts 361568 8448 27574
Total hedging contracts 1203258 12,837 46,502
Total derivatives financlal Instruments 31130053687 19,207,027 18387222
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Notes on Financial Statements

10 Derivative financial instruments (continued)

2015
Maotlonal Falr value Fair valus
amount assets liabilities
E0DD EODD E000
Deerivatives held for trading
Forelgn exchange contracts 17639453 47320 4168620
Interest rabe contracts 2357457796 5233884 THEIZE3
Credit derivative contracts 13514217 533304 9508a
Equity confracts 4830006 100,148 22\
Commaodiies contracts TEGETE T8.483 TRAT
Total trading contracts 2.553,063,626 13,683,934 12438953
Derivatives designated as fair value hedges
Interest rabe swaps contracts 848033 - 10578
Derivatives designated as cash flow hedges
Forward forelgn exchange contracts B57,005 N305 13646
Total hedging contracts 1505038 1305 24,225
Total derivatives financial instruments 2,554 56R,664 13,605,239 12463178,

OTC credt derivatives Include a credit derlvative asset, which relates to a financial guarantes provided by a group company, BTMU, for the
uncollateralised derivatives exposures within a portfdic of corporate counterparties. At year end the present walue of this derivative totaled £558m
(2015: E434m), this amount ks offsat by a credit valuation adjustrment (WA Inrespect of the exposure tothe underlying corporate counterparties.
This largely pertains toimerest rate and foreign exchange contracts. The moverment In these balances 1= diven by refinement of the model and a
widening of credit spreeds during the pericd (Enll net profit and loes mpact).

2016 2005
E000 E000

Gains and losses arlsing from fair value hadges
On hedging Instrumenits 2480 (7300
Oni the hedged ikerms atiributable to the hedged risk [2167) TH8
Met galns a3 na

Thee gaire ard loeses on Ineffective portions of far value hedges are recognised iImmediately in Trading Income.

The net movement In cash flow hedging reserves comprisas addiions to the baance from movements 0 the vaue of derwvatives designated
In effective hedges and reclaesifications of balances from the reserve Inko Tradng Income. The doeing reserve balance Is presented net of tax
Reserve balances are frarsferred to the Income statement In the =ame perliods during which the hedged iterms affect profit or kess. The gairs and
loegas on Ineffactive portions of derlvatives designated In cash flow hedging relationships are recegnised Immediately In Trading Income In the
Income statement. During the year, the Ineffactiveness recorded In the Income etatement was not slgnificant (2015: not significant).

Fair walue hedges primcipaly comslet of Inflation and Interest rate swape that are used to protect agairst changes in the far value of bonds dusto
mowemenits In market interest rates and Inflation expectations.

(Caeh flow hedges conalst of forelign currency exchange contracte to hedge the forelgn currency risks ansing from recognised inancial sssets
demominated In forelign curencies.
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11 Financial instruments avallable for sale
Thee folowing table gives the camying walue (far value) of swvallable for sale securities by major classifications.

2006 205

E£000 £000

Gosvarnment bonds 947189 1476008
Crther public sector securties ooar B40074
Total debt securities 1751256 216.082
Equity Instrurnents 125 o8
Total avallable for sale securities 1757381 116,190

Avalable for sale finandd nvestments with unrealized losses of more thian twelve months have been assessed for Imparment and based on the
credit nsk profile of the counterparties invoked, it has been detemnined that iImparment hias not arsen at this tme.

12 Intangible assets
Capital
Safftware lease asset Total
E£000 £000 £000

Cost
A1 January 2015 03,396 - priche 153
Addticns 15,320 400 15819
Irmpairment Nz - [12z)
Disposals M2 - mz)
At 31 December 2015 108,482 499 108,981
Addtions 16350 - 16958
Impairment - - .
Dieposaks 82y - (B2
At 31 December 2016 125349 499 125,548
Amaortisation
At January 2005 E1745 - 51,749
Charge for the Yoar 1138 38 RIREX]
Dispoeals [E1)] - [41)
At 3 Decamber 2015 62843 38 62,881
Charge for the Yaar zm 104 12815
Disposals [0y - 20
At 3 December 2016 Te534 142 T56T6
Carmying armounit:
At 31 Decomber 2015 45,630 461 46100

At 31 December 2016 48,815 357 50172

a
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Notes on Financial Statements

13 Property, plant and equlpment

Office Office Capital
Leasehold furniture machinery & lease
Improvemants & fittings equipmant asset Total
£000 £000 £000 £000 £000
Cost
At January 2005 17000 141 18475 - oar
Addtions 102 12 e 120 1873
Dispceals (127 - a7 - [324)
At 31 December 2015 17,065 1483 18,848 1280 38,686
Addtions 1,827 20 1453 - 3300
Dispozals (5573 200 (25T - (5843
At 3 December 2016 13,320 1483 20,050 1280 36,143
Dapreciation
At January 2005 387 1143 14427 - 1Baw
Charge for the year f= ] a7 1488 a8 2230
Dispoesks (&a) - {18y - (2600
At 3 Decamber 2015 4757 1418 15703 o8 no76
Charge for the yaar 230 v 1449 268 2564
Dispoesks {1.507) - {167} - 1534)
At 3 December 2016 4,080 1435 16,065 366 2,846
Carrying amount:
At 31 December 2015 12,308 65 35 1192 16,710
At 31 December 2016 8240 48 3085 a4 13.207
14 Other assets
2006 205
E£000 £000
Frepayments and accnued Income 7815 a8:3
Current taxation 4237 anz
Pension aeset (Mote 7) - 9500
Crher debtors - amartised cost 6137 145286
73,469 166.5M
Crther debbors - amortised cost Is driven by margin depelts at brokers and cantral dearers £315m (2015: E108m).
15 Trading portfolle financial labilitles
2006 a0ms
E£000 £000
Government bonds 4,488,383 1173583
Carporation bonds 157744 ET.345
Crther public sector securiies B336 16863
Total debt sacurlties 4,654,469 1332601
Equity Instrurnents 882,733 EMSYE
Total trading portfolic financlal labilitles 5546702 22527
Of which Nsted:
Debt seourities 4635305 1126670
Equity Instrurnents 882,733 EMRS2E
Of which unlisted:
Debt seourities 1164 2055
Equuity Instrurments - -
5546702 22527
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18 Financial labilities designated at falr valus

e ams

£000 £000

Cram Iszued niotes 2088542 2400259
Commercid paper 40700 Ee0534
Cther finarcid labilities 865,220 480252
MLSHD koan faclity 1123704 2018
4,563,537 3632236

Ceam 1ssued notes Include Esuances with structured payment profiles. The Company Issues these notes to rase term funding and satisfy Investor
demand, srd camles them at far value through profit and kess. The structured retum profiles include securities which pay coupon only where certain
conditione relsting to equity performancs, foreign currency maovements, of other factore aremet.

Cormmencial paper represents hort tarm Issuances where the funding typicaly cares a three month tarm.

Crther financid liabilkies represent funded swap trarsactons.

MUSHD koan facilyy represents senior unsecured ntercompany bormowings lent urder an uncommitted loan fadity which alows the Company to
bomow funds from MUSHLDL

17 Other liabilities

2006 a0ms
E£000 £000
Payables b structursd entities 05626 333542
Tax and social security 23080 BOZS
Pension labilty (Note 7) Tm -
Crher creditons 230343 151334
466760 493,501
18 Subordinated labilities

2006 205
£000 £000

1P 240 billion fleating rate loan due Decembar 2026 at B-month IPY LIBCR +80bps 168,626
1P 200 bilicn floating rate koan due December 2026 st §-month PY LIBOR +80bps 140,523 -
1P 12675 bilicon Floating rate koan due June 3020 st 6-month JPY LIBOR +80bps - 0845
JPY 1065 bdllon flaating rete koan dus December 2020 st §morth JPY LIBOR +30bpe - 505266
308151 66611

Subordinated loans are agreed between the Company and s Immediate parenit, MUSHD. In December 2016, the Company repald the Tier 2 loars
tataling JPY112175 billion and entered Into bwo new 10-year Tier 2 loars.
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Notes on Financial Statements

19 Equity Instruments

2016 015

No. 000 £000 Moo, *000 £000
Ordinary shares of £1 each:
Authorized 2000000 2000000 1250000 1250000
Share capital &= at1 January 100N 110N 1M0EN 1.010,EN
Allotted, called up and fully pald as at 31 Decambear 100,611 101061 1.010,61 101061
Additicnal Tier 1 capitak
Addtiona Tier 1 capital &= st 1January -
lzsued In the year 306570
Additional Tier 1 capital as at 31 December 306,979
Total equity Instruments 1317580 1,010,611

The Compary hes one class of ardinary shares which carry no right to fixed Income.
Om MNat October 2046, the Company Increased the authonsed share capital by 7Ta0m o total 2bn ordinary shares.

O 15th December 2016, the G ompary issued Additional Tier 1capital instruments to MUSHD with a value of appradmately £307m. The nstruments
Include & contingent conwersion festure which has the effect of conwerting the Instruments to ordinary share capital of the Company F & trigger
event, being a breach of minimum Common Eguity Tier 1 cepital ratio, occurs at sy time. The Inetruments are perpetual and are subordinated
to senkar creditors and subordinated laan credibors of the Company. The mestruments bear a flosting rete of interest Al Interest payments are
cancellable In certain circumstances, where cartain distribution tests are breached, and are non-curmulative.

20 Distributions on equity shares
Ma imterim or final dividend has been recognised as a distribution to the equity holder during the year (2015 nil),

Cr16th January 2077, the Directors approved a coupon payment on the AT capita instruments of £728k. The payment was made from reserves
avalable for distribution &s at 3lst December 2018 The amourt hias not bean sccrued Inthe results for the year ended Decemnber 2016 as It was
ot due st that date.

21 Reporton Directors’ remuneration and interests

206 205

£000 £000

Shaort term employment benefits 3725 2815
Poet employment banefits 40 &0
Crther lang term benefits E48 809
Motioral share based payments E48 800
Remuneration of key management parsonnel 5061 4,293
Realzed MTM| Imterest om M5LE & other long term bensfits 41 02
Total remuneration of key management personnel 5020 4,495

The rumber of Directors who were members of the Group defined contribution personal perdon plan during the perod was 3 (2015 3)

MS5Ls are cash settled awards linked tothe share price of the ulimate halding company, MUFG. Deferred MN5LU compensation expents i pro-rated
=croes the entire deferrd period. Defarred cash compensation expense ks recognised durng the period the award 18 made.

Mon-emecutive Directors provded by other Group companies recekve no fess of other remuneration for thelr serdces to the Company. The key
mianagement are the same personnel as the Directors of the Compary.
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Thie emadluments of the highest paid Dirschor were as follows:

e a0ms

£000 £000

Shaort term employment benefits 124 i =1
Poet ermployrment benefits 13 b}
Crther lang term banefits 365 441
Motioral share basad payments 365 441
Remuneration of key management parsonnel 1,990 1787
Realkzed MTM| Imterest o M5LE & other long term bensfits 41 178
Total rernuneration of key managemeant parsonnel 1949 1,965

The Oirectors’ remuneration has been updated to reflect curmeant year awards, Irmespective of vesting condiions, with MTM and Interest on NS
and bong term benefits realised in the yesr separately disclosed. The Impact an prior year for dl key management personnel and the highest paid
director Is an Incresse of £624k and £75k respectively.

22 Falrvalue of financial iInstruments
Thie maorty of the Company's sssets and liabilites are camled on the balance sheet at far value, In which cases far value 15 equal tothe camying
waue.

The following table presents & comparison by category of book amounits and far vdue of the Company's financid assets and labiltes for those
Itema which are not carned st far value on the balance sheet.

e 2015
Carrylng Fair Carrying Fair
value value valua value
E000 E0D0 E000 E000
Apsats

Rewverse repurchase sgreaments 200065 200068 136482 136453
Cash collateral pald to derivative counterparties 2474824 247824 1452585 1452585
Crther as=ets 3463 AT A8 188571 168571

Liabilities
Repirchaze sgreaments - - 294,762 24761
Cash collateral recenved from derivative counterparties TAE3TM THEITA 5505147 5R35127
Crther liabilities AEE7E0 466760 4935 493,500
Subardinated labilties 309751 35404 BEETT BERSES

Valuation of financial assets and Nabilities

‘Valuation techniques Incorpaorate azsumptions about factors that other market participants would use In thelr valuations, Including Interast rate
wield curves, emchange rates, wolatlities snd prepayment and default rates. The Compary measures fair value using the following fair value hierarchy
thiat reflects the significarce of the Inputs used In miaking measursments:

*  Level 1. Quoted market price (unadusted) In an active market for an Identical Instrument.

* Level 2 Vaustion techniques besed on cbeervable Inputs, elther drectly (1. a8 prices] or Indirectly ().e. derived from prices). This category
Includes Instruments walued wsing quoted market prices In &ctive markets for simiar Instruments; quoted prices for identica or amilar
Instrumenits In markets that are coneldared less than sctive; or other valustion techrigques where all significant Inputs are dirsctly or Indrecty
obearvable from market data.

* Level 3 Vaustion techniques using sigrificant uncbearvable iInputs. This category Includes all Instruments where the valustion techrigque
Includes Inputs not besed on cbeervable data and the unobsenvable nputs have a significant effect on the Instruments valustion. This category
Includesinetruments that are valued based cnquoted prices for similar mstrumenits where significant unobservable sdjustments o assumptions
are required to reflect diffarences betwesn the Instruments.
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Notes on Financial Statements

22 Falrvalue of financial Instruments (continued)

l==mued structured niotes and certain other hybrd Instrument liabdlities are designated at far value. The spread applied to these Instruments Is
derived from the spreeds st which the Company ssues stnuctured notes. The change In far value due to credt nsk on these Instruments 1s not
slgnificant {2015 not significant).

The fair walue of certain financia iInstruments |s measured using valustion techrigques that are detemnined in ful or partly on sssumptons that are
ot supported by obesrvable market prices. The effect of changing these sssumptions to arange of ressonably possble alternative sssumptions
wioukd prowvide a range from E51 million (2015: £4.3 million) kower to £261 milion (2015: £450 milken) higher than the far value recogrised In the
finarecid etataments for these assats and liabilties, with the current year range driven by Increased wolume of equity financing tredes. It hould be
riated that for finarcia Instruments whiose valuations are not supported by cbearvable market prices, profits are reserved st Incaption and these
hiawe rat been sdjusted In meking this calculation.

Thiere were ra re-categorizations of financial Instrurments bebween leves 1and 2 of the fair value Rerarchy during the pericd. The mosements in
balarces of level 3 ttems are detalled on page 43.

2016
Lewvel1 Lewvel 2 Lewvel 3 Total
£000 £000 £000 £000
Asgets
Tradng portfolio financid sssets 320400 206498 - 5353008
Rewverse repurchase sgreaments - fair vdue - 4238437 - 4238431
Caeh collateral on securties bormowed - 7824309 - TA2A.300
Financial instruments avallable for sale 1023824 727432 125 172738
Deerivative financial Instruments 1104 18085057 300866 18297087
Equity finance assets - 485,331 - 48531
4325019 T2 481418 300,991 TTO0T 428
Liabilities
Trading portfolio financd liabilites Eam420 1682273 - 5546702
Repurchase sgreements - fair value - 41836030 - 41936,030
(Cach collateral on securties lent - 444514 - 444514
Deerivative financial Instruments 07T 178877 A0 E72 18307222
Financial liabilt e designated at far value - 4,083,004 480533 4563537
5.489,188 64,516,612 §82.205 TO,838.005
2015
Lewvel1 Lewvel 2 Lewvel 3 Total
£000 £000 E000 £000
Asgets
Trading paortfolio financlid sssete 2ANED 170347 - 417509
Rewverse repurchase sgreaments - fair vdue - A2 - 2841210
Caeh collateral on securties bormowed - 5134715 - E134715
Financial instruments avallable for sale 1476008 B40073 109 2Ne190
Deerivative financial Instruments Hioaa 13449350 24196 13685230
Equity finance assets - ACE 270 - 408720
3,968,762 48,748,616 24,305 53,941,683
Liabilities
Trading portfolio financid liabilites 1854043 158,484 - 202537
Repirchase sgreements - fair value - NI AE - 0222438
(Cach collateral on securties lent - 103661 - 103,661
Deerivative financial Instruments BETEE 12)66, 346 MOBk 12463178
Financial liabilt es designated at far value - 34647 155750 3532236
1,839,809 46,127 406 F66.825 48,434,040
42
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Thee table below shows a reconciliation from the beginnirg balances to the end balances for the fair vaue of Instruments In level 3 of the far
walue hierarchy. This does not nclude movernents inlevel 1or level 2 derivatives that sre deo used to hedge the level 3 assete and liabilites.

Financial

Buvallable for labllitles

Derivative sale Dearivative designated

assets sacurithas Nabilities at falr valus

£000 £000 £000 £000

Cpering balance 1 January 2016 24)0e 1o [210es) (155.759)

Total gainsflosses) In profitandloss (20,38} - 40860 [BBI75)

Total gane/(lesses] Inresares - 16 - -

Furchases - - - -

Settlements (12807 - (12,209) 104125

Transfers Inta level 3 5212 - (223244) [333.567)

Transfers from level 3 [B022) - 54m 19066

Closing balance 31 Decambar 2016 300,866 125 (401672) (480,533)
Unrealised gaine o losses for the year Included In Income staternent for assets and liabilities held st the erd of financia year:

- Met trading Incame B7673 - 42,003 [B3,2600

Transfera into from level 3 represent sdected structured notes which have been reclasdfied from [ into levd 2 of the hierarchy. The transfers into
level 3 ane diven by Issued notes contaning exctic embedded derwvatives, primarily linked to forsign exchange rates which dive the retums and
waluation of the notes. Chearvabllity of certain valustion Inputs reduced following a change In the furding strategy of the Company. The move to
funding provided by MUEHD, under & Global Treasury meodel, resulted In reducad issuance of structured notes and associated level 2 balances.

Financial instruments valued using moedals with unobservable Inputs

Thie amiount that has yet tobe recognised In the Company Income statement relating to the difererce betwesn the fair vaue at Initial recognition
(the tran=action price] and the amount that would hawve arisen hed valuation technigues used for subsequent measurement been spplisd at Initia
recogrition, less subsequent releases, 18 as folows:

2006 aoms

£000 £000

Uramortieed balance at st Jarwary 7.288 TEE5
Dieferral on new transactions - 8504
Amortised to the profit and boss account during the financial year [7184) (B0
Unamortised balance at 31st December Toul T.188

Financial assets designated at fair value
The Compary did not have any financial assets designated at fair value st 31st December 206 (2005 ril).
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Notes on Financial Statements

22 Falrvalue of financial iInstruments (contimued)

Significant unobservable inputs

Thee disclosures below describe the valustion techniques and significant urabservable Inputs for assets and liabilities clessified as Lewvel 3 along
with the range of vdues usad for those significant unckesrvable Inputs. Level 3 financial liabilities designated st far value totaling £E408m (2015
E156m) contain embedded dervatives with Inputs represented by the Interest rate, Forelgn exchange and Equity derivetives described In the teble
bl

Total Total
aseEtE liabilttlas Valuation Significant Range
£000 £000 technigque(s) unabservable inputs Min Max Units
Interest rate 62,708 [44,447) Cption modd IR.- IR Correlation 430 10000 %
F¥ - IR Ciorrelation 4840 4640 0%
Option wolatiity 6D 10000 %
Prepayment probability 0000 10000 %
Forsign 08,734 (14089) Cption mode IR - IR Corelation 40026 TagsE x
exchange F¥ - IR Ciorrelation 4640  BOEE  E
derivatlves Correlation - underking 8500 BRODD B
aesats
Optior walitility 1654 206 %
Equity derivatives 20742 (3,097 Cption modd Equity - IR Ciorrelation i . < I T 4
Equity - F¥ Correlstion a0 300 %
Optior walatiity 88 1IE %
Ctscounted cash  Trarescton speciccost 18200 33900 bps
flowe af funds
Term of Litigation swap 00 300 Year
Cammadities nooaz2 [Mooagy Cption modsd Correlation - underking 153 4358 %
aseats
Comrmadity - IR /0D TEOD %
Correlation

300,866 (401672)

The following prosddes a summary description of significant unobservable iInpute Induded In the table shove:

* Comelstion 15 & measure of the relationship betwesn the movements of two varisbles (1Le. how much the change inone varisble may be linked
to the change In the ather varlable). Comelation is often an Input Inko valuation of dervative contracts with miore than one underlying risk. &
significant imcrease Incomalstion In isolation canresult In & movemnent In fair value that s favourable or unfevourable depending on the specific
terma of the Instrument.

*  Prepayment probability 1 the probability of wolunitany, urscheduled repayments by a borrower. Unschedued prepayment affects the average life
of traresctions by altering the iming of principa repayment and the smount of interest eamed & significant increese in & prepayment probability
can result in a mavemenit In fair value that s favourable of unfevourable depending on the spedfic terns of the finandal contract.

*  (Option volatility 1s a messune of the degres of varlation In price movements for a given derlvative underlying, and therefors represents an estimate
of how much a particular underdying Instrurment, parameter of Index could change on aversge ower time. In gereral, 3 dgrificant Increase In
wolstility In Isolatior wil result in an Increase in far value for the kolder of a simple option.

*  Term of litigation swap relates 1o & series of swape lnked to an assst which Is dfected by a legal case, whers the payments urder the swap

terminate soon after the Iigation ends. The term of the ewap s therefore difficult to quantify snd nesds to be estimated from avalsbleinformation
and lega opinlon. & decrasss in the expectation of the term of the swapwaod genarally result In an urfaworsble move In thie far value,
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23 Obligations under finance leases

2016 2015

E0DD E000
Minirmum lease payments:
Wiithin 1 year 58 =]
Between 1and 5 years BB1 1206
After 5 years -
Amounts payable under finance leases 1ne 1464
Add: future financing Income 13 ==
Presant value of lease obligations 1152 1518
Amounts payable under finance leases:
Within 1 year 7 o
Between 1and 5 years &8 1238
After 5 years
Presant value of lease obligations 1152 1518

lti= the Cormpany's policy to lease cartain of its fichures and equipment under finance leases. The aversge kease tarm is & years. For the year ended
=t Dacember 2018, the average effective borrowing ratewas (14475 (A05: (1.44)%). Interest rates are fixed at the contract date.

All leazes are on a fixed repayment basls and mo amangements hiave been entered Into for contingent rental payments. All lesse obligations are
denominated In pounds stering.

Thee fair value of the Company's lease cbligations 15 approsimately equal to their carrying value. The Company's obligations urder firance leases
are secured by the lessors rights over the leased assats disclosad In Notes 12 and 13,

24 Post-balance sheat events
There have been rio material poat-balance sheet events which would reguire disclosure of sdjustment to the st December 2016 Financid
Statemnents.

25 Collateral

Assats are pledged as colateral to sacure liabilties under repurchase sgreements, securities lending agreements, bofrowing tranesctions, to note
hdlders ag part of structuring transsctions and sgreements for derivative transactions. The following table summarises the nature and carrying
amount of the assats pledged &= secunty against these lisblities:

2016 2015

E000 £°000

Trading secunties 284554 2300712
Investmant securties 1,020,936 144747
Total assets pledged as collateral 3.96T4TT 3,504,872

Urider cartain traresctons, Including reverse repurchase agreements and stock borrowing transactions, the Compary I& allowed to resell or
repledge the collateral held. The fair value of colatersl accepted with the right 1o repledge to others was s follows:
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Notes on Financial Statements

25 Collateral {continued)

2018 2015
Sold or Sold or
Fair Value repledged Falr Value repladged
E"000 EQDD ET0D E"000
Accepted collateral E554237E EOA5E153 A3 E28, 356 30,475,869

Thiese balarces represent substantigly dl of the collsterd recalved by the Company Inrelation to sssets. The Company has the obligation to retum
the collateral an the maturity date of the secured transaction. The process by which assets are pledged as collateral and accepted &3 colaterd Is
conducted under the temns that are usual and customary to the business stated.

Transferred Assats

Thie Comipany enters Into transactions In the normal course of business by which it tranefers recognised financial asssts to third parties or to specid
purposs entities, but the transfer does not qualfy for de-recognition as stated in the sccounting policies. The Compary will continue to recogniss
finarcid sssets transfermed when Ik retairs controd of the 2acunty, retains rghts torecelve cash Aows from the azeets, and substantally all the risks
and rewsards of ownership. The carrying amount of debt securitiee that have bean frarsferned to special purposs entitles but do not mest the
criterla for de-recogrition are summanisad below:

2006 215
E£000 £000
Securities transferred to spedal purpose entities B40E1 137

Collateral Management of Repurchase Agreemeants

Securities purchased under sgreements to resel (Teverss repurchase agreements™) and securities sold under agreements to repurchase
{“repurchiase sgreaments”)are manly collstaralised by highly rated credit bonds (predominantly gowermmeent and corporate bords). Therspurchass
agreements are treated &5 collateralised financing transactiors and are camied at the contract amounts st which the securities will subssequently
be rescquired or rescld as spectied In the respectve asgreements. It Is the Company's palicy to gererdly take possession of securities purchased
urder agreaments to resall at the time such agreements are made. The Company's agreements with counterparties contain provislons allowing
for addtiona colatersl to be obtained, or excess collsteral returned, based on market valuations of such collsteral. The Company re-values the
collateral urderdying Its repurchase and reverss repurchass agreements on a dally basie. In the event the market value of such secudties fals balow
the related agreement toresel at contrect amount plus scorued interest, the Compary will generally request additional collateral.

Unconsalidated structurad entities in which the Company has an interast
The Compary Is ivaheed with various special purpose entiies Inthe roma course of business. These have been established &s structured ertities
such that woting or similar rights are not the decidng factor In determining control of the entity.

Thie structured entities are typlcally esset repackaging traresctions established to source funding, purchase credit protection o prowkde returns to
Irweestons that are not otherwize readily avalable In the market. The principle risk to the structune s the credit rigk of the securities ecting as collatersl
to the Investore who retain the rigk and rewards.

The folowing tables represant the total sssets, maximum exposure to loss and asssats and lisbilities which relate to the Company's Interest Inmon-

coreclidated specid purpose vehices ("5PVE"). Maximum expoeure 15 determined by the carrging amount of any on-balance sheet assets net of
any recoures liabilties, where applicable.
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5PV fior
Invastment structured Repackaged

funds financing Instruments Other Toital
Asat 31 December 2016 ED0D E000 EQDD E000 E000
Trading portfiolio financid sssete - - 205453 - 205453
Deeriwative financial Instruments - 208238 154,580 208,072 2384575
Rewerse repurchase sgreements - 3838 74135 ER4162 73836
Total Assats - 2,025,961 534,169 T62.234 3,322,364
Deeriwative financial Instruments - 105,306 3BT 1978 14581
Financial llabilities designated at far value - - B0V rad - a4
Crher liabilities - - 173449 1,266 284715
Crther derieative cash colateral recelved - 48069 - 20066 A
Total Liabilities - 153.465 819,680 142,310 1NEA55
Maximum Exposure - 1977892 360,720 623,951 2062563

5PV fior
Invastment structured Repackaged

funds financing Instruments Other Total
Asat 31 December 2015 E000 E000 EQDD E000 E000
Tradng portfolio financid sssets 123234 - 50243 - BZAT?
Deeriwative financial Instruments 1348 1440004 28350 15,807 1886758
Rewverse repurchase sgreaments - 304683 - - 304683
Total Assats 124,580 1.744.687 348744 155907 1373918
Deeriwative financial Instruments - ga529 30020 - 138,749
Repurchase sgreements - 24308 - - 24308
Financial liabilities designated st far value - - 480238 - 480236
Crher liabilites - 15031 - - 15031
Total Liabilities - 273,348 510,356 - 783704
Maxdirmum Exposure 124,346 1.560,968 348744 155,907 2,198,065

26 Guarantees, commitments and contingent Nabilities

Atthe year end, the Company was commitbed to proside coll steralised financing faciliies In favour of two Investment grede financlal counterparties.
The facilties are provided In major curencies and total £204.5 million (2075: E168.4 million) equivalent none hed been drawn against at year end.
Thee facilities are required to be fuly collateralised from a range of pre-defined debt securties limited to LS Tressunes and highly rated gosernment
or supra-natkional bonds.

At the date of signing this repaort, the above two agresments were extended untl 3=t lanuary 2018,

a7
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Notes on Financial Statements

27 Contractual maturlty analysls
Thee breakdown of financial kabilties by contractud maturity, which s based on the contractua terms, ks shown In the table below. The balances do
riat egres directly tothe balances in the balance shest as the table Incorporates contrectual cash flows on anundiscounted basls. The repurchase
agreement balances are presented on a groes basls, not taking sccount of any balances which have been offset In the balance shest. Derlvative
corkrects are reflected as on demand &t thelr fair walue. The subordinated Nabilities bear Interest at warisble rates which are not known untl
specified firing dates have ocoumed.

2016
Due Due
between 3 between 1
Due within and 12 and 5 Ohvar
On demand 3 months manths Yyears Gyears Total
£000 £000 £000 £000 £000 £000
Deposits by banks 72392 - - - - 72392
Tradng partfolio finarcid ER46702 - - - - EE4E702
liabilties
Repurchaze sgreements orTaD 5127 478 1223320 234105 - E3g22 814
Caeh collateral on securiies 444514 - - - - 444514
lent
Cach collateral recenved from 7853174 - - - - TE=3174
derivatives counterparties
Derivatives 18397222 - - - - 18387222
Financial llabilities designated - TR 1822360 1193 463 045,785 475089
at fair waue
Crther liabilties 388,985 42232 B235 28,658 - ABE760
Subordinated labilties - - 5% nmz azria2 24083
33,680,800 Bxnasm 3,054,452 1567320 12r2.927 91,605,088
2015
Due Due
betweaean 3 batween 1
Duse within and 12 and 5 Onvar
Om demand 3 months momths Years Syears Toital
£000 £000 £000 £000 E£000 £000
Deposits by banks 92149 - - - - 22149
Tradng paortfolio finarcid 202527 - - - - 2253
liabilties
Repurchaze sgreements 154438 36212084 1062249 Jr31zE - 38282510
Caeh collateral on securities 17834 BE727 - - - 103,661
lent
Caceh collateral received from 5585127 - - - - BRE51T7
derivatives counterparties
Deerivatives 124s317 - - - - 124837178
Firancial llabilities designatad - 5E30%9 TE5 812 184561 181z 3734833
at fair vaue
Crher labilities 476,265 20570 BoGE BT - 403501
Subordinated labilites - - 233 2317 - 838550
21,861,610 36,010,420 1.833. 832 2288744 ean 64,085,836

The Compary holds liquid sssets comprising caeh and cash equivalerts and Investment secunities for which there ks an sctive and liquid market.
These assete can be readly sold to meet liquidity requirements. Financial labilties designated at far value Include certalin note Issuances with
structured payment profles. The nobes are laued scroes a range of cumendes and Interest rabe profiles, with the moet prevalent bsing Y floating
rate notes. The Company 1ssue these notes toralse term funding and satisfy Investor demand, and carrles them st fair value through profit and loss.
Same of the notes may be redesmed prior to maturity subject to certaln knock-out events, at the option of the lssuer or halder of the debt. These
factors are contractualy specified at the poirt of lssuance.

48
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28 Operating lease arrangemsents
The Company as lesses
Fin 14 2015
E000 E000
Leaes payments under operating leasss recognised as an expense In the year B44 3977

At the balance sheat date, the Company had cutetanding commitments for future minimum lease payments under non-cancellable operating leases,
which fall due &= folows:

06 015
£°000 £000

Bulldings
Within 1 year 4170 3851
Betwesn 1- 2 years 4170 5,268
Between 2 - Syears 12510 15804
After & years 33360 4741
54,210 T2434

Oypersting leass payments represent rentsle payable by the Company for certain office properties and data centres. Bulding leeses are negotiated for
an average term of 20 years.

28 Offsetting financial assets and financial labilities

In accordance with 185 32 FAnancid mstrumenits: Presentation, the group reports financlal assets and financial liabilities on a net basls on the
balarce sheet anly fthers s a legally enforceable right ko set off the recognised amounits and thens 15 Intention to eettle on a net baels, or torealise
thie emsat ard settle the liability simultanecusly. The following table shows the mpact of netbing arramgements on:

* Al financial azsets and lisbilities that are reported net on the balance sheet; and
* Al derivative fmancial Instruments, reverse repurchase and repurchase sgreements and other similar secured lending and borrowing
sgreements that are subject to enforceable master netting arrangements or similar sgreaments, but do not qualfy for balance sheet netting.

The table Identifies the amounts that have been offset In the balance shest and dec those amounts that are covered by enforceable netting
arrangements joffsstting amangements and finarcld collateral) but do rot qualify for metting under the requirements of 145 32 desaibed abowe.

Thee ‘Met amounits’ presented In the following table are ot Intended to represent the Groups sctud exposurs to credit risk, 35 a varkety of credit
mitigation strategies are employed In addtion to netting and collaterd arrangements.
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Notes on Financial Statements

28 Offsetting financlal assets and financial labilities (continued)

B . ibjectto snf kil ing 3 .

Effects of offsetting on balamos sheet Related smounts not offset
Met Mat
amounts subject
an to Balaroe
Gross  Amounts balance  Finansial Cash  Financial Met enforceables sheet
amiounts affast sheat instr nt It il il | rit ing total
ETD0 £ fogelili] E000 E000 E000 E000 fogeli il foile]
Aa st I Dacamibar 2018
Di=rvative firiancisl ssssts ATIETD 21ZI5549 1TSS 12557985 1 ARDTEE 36,010 IESEITD 1344808 1928T0ET
Revarse rmpurchass agreements EAMW3A08  NAOEZOS]  A23FTISE ADIEIET ool AEIEZNS E01E0 24700 AZESA4TT
Secured lerding TATS,ESL - 7A750cg 45520 - 7ATROEd 53435 24041 TARMIDD
Total Asests W02A52077 350876802 ET76EATS 166ML0M 1530846 45502651 4001925 1040398 6OTO5TTI
Dervative Firisncisl fabilkes ADDEET 21421068 1T43TIP3 12EETSEE 1ITAEGE 965,TEE 1.0 e3r 950049 19397002
Repurchase agreemerts EETE41 MEBEZO0S1 41328083 402538 - JFpRDe 41702 6542 41B35020
Secured borrawing 24450 - 444 514 45520 - 351836 4839 - 444514
Total Lisbilities 85101034 35200150 59610875 1663188 2274206 20008810 1785178 966801 GOITIIGE
As at 31 December 2015
Di=rivative frisncisl ssssts IIBETSIT  14%ETE1 1250EET 447233 BRIEOD 40 2A4000% 190947 11685238
Revarse repunchass agreements 26,235,145 BITETSE  IASRAN 2239566 - 25478094 1477 EF2IT0  ZBEAAT
Secured lerding ABETEAM - ApETE44 WE3D - 4300098 T2EB8E 4Ton E14ME
Total Lisbilities 686003468 23235506 453322841 10723460 662500 2028213 2654680 2045814 47378654
Di=rvativa firsncisl fabiltes 26500785 15INISE  NIEIE08 4479333 1Nosa7 53ENE 1168622 172668 12462178
Repurchase agreemerts o8 BEZ.304 BIPETSE AOE0EE3I8 210566 - I8I06,42E BOE4S 10561 30EWI00
Secured borrowing 102681 - 102681 WEaD - BEATz e - 102661
Total Lisbilities 65486049 23587041 418008208 107234680 INOSAT 28828417 1237377 1084230 430840320

30 Related party transactions
Balarces and trarsactions between the Company and related parties within MUFG are discloeed below.

2016 015

EDDD EDD0

Income et K| Ea42
Expersss 23580 Han
Total aszats 0s12e8 15857585
Total kabilties 12,047,564 8351738

Allrelated parties are wholly owned subsidiaries of MUFG, with the emception of Morgan Stanley Group companies, which ereincluded due to their
affiliates status with MUFG.

Transactions executed with related parties are entered Into at market price on an armis langth basis.

Ma provsions hiave been made for doubiful debts Inrespect of the amounts owed by relsted parties.

Income includes fee allocatiors from Equity and Structuring businesses. Expenses Includes interest for subordinated kaans and managemeni fees
pald to the parent compary as wel s fess pald for a keepwell and guarantess In place batween MUSEMEA), BTMU and MUFE. Total assets Include
the credt derivative, which 15 & BTMU guarantes, referred toin noe 100

There are no material related party transsctions with key management, and persons connected with them, ather than remuneration disclosed In
Maote 2.
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3 Group Information

MUFG Securitiee EMEA plc 12 & company Incorporated in the United Kingdom under the Companies Aot The address of the registered office is
giwer on page 3. The principd sctivities of the Company and the neture of the Company’s operations are set out In the Strategic Report on page
2tod

The Company's Immediate parent undertaking s Mitsubishi UF) Securities Holdings Ca, Ltd, a company registered in Japan. The Company's
ultimate parent compary and ulimate controlling party ks Mitsubishi UF] Ainancial Group, mcorporsted In Japan.

The audited consolidated financial statements of Mitsubishi LIF] Securities Holdimgs Cio, Lid. are made avallable to the publc anmually and may
be obtained from It regstered office at:

Mitzubishi UF] Secunties Haldings Co, Led.
52, Marunouchl 2-chome

Chiyodeku

Toky o 100-0005

lspan
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KEEP WELL AGREEMENT

This amended and restated Keep Well Agreement (the Agreement) is made by way of deed poll on 3
August, 2006 by and among (1) Mitsubishi UFJ Financial Group, Inc. (formerly Mitsubishi Tokyo
Financial Group, Inc.), whose registered office at the date hereof is at 7-1, Marunouchi 2-chome,
Chiyoda-ku, Tokyo 100-8330, Japan, (MUFG), (2) The Bank of Tokyo-Mitsubishi UFJ, Ltd. (formerly The
Bank of Tokyo-Mitsubishi, Ltd.), whose registered office at the date hereof is at 7-1, Marunouchi
2-chome, Chiyoda-ku, Tokyo 100-8388, Japan, (BTMU), (3) Mitsubishi UFJ Securities International plc
( ) (formerly Mitsubishi Securities International plc), whose registered office as the date hereof
is at 6 Broadgate, London EC2M 2AA, England, (MUSI) and (4) The Law Debenture Trust Corporation
p-l.c., whose registered office at the date hereof is Fifth Floor, 100 Wood Street, London EC2V
7EX, England.

WHEREAS:
A MUSI is a subsidiary of MUFG.
® BTMU is a 100 per cent. owned subsidiary of MUFG.

© MUSI has issued and intends to issue debt securities or other financial instruments
(including warrants) and to enter into swap and other derivative transactions with
financial counterparties (MUSI’ s payment obligations in respect of all such securities,
instruments and transactions being referred to collectively in this Agreement as Payment
Obligations).

() BTMU and MUSI, inter alios, previously entered into keep well agreements (Former Keep Well
Agreements) in connection with (i) notes (Notes) issued under MUSI’ s Euro Medium Term
Note Programme (the EMTN Programme), (ii) warrants (Warrants) issued under MUSI' s Warrant
Programme (the Warrant Programme) and (iii) counterparty payment obligations (Counterparty
Payment Obligations) to financial counterparties, respectively.

() On 1 July, 2005 the parties hereto entered into a keep well agreement (the Original Keep
Well Agreement) which replaced the Former Keep Well Agreements and as from such date all
Notes and Warrants issued, and Counterparty Payment Obligations assumed by MUSI prior to
the date of the Original Keep Well Agreement which had the benefit of a Former Keep Well
Agreement, were thereby granted the benefit of the Original Keep Well Agreement.

@) The aggregate nominal amount of the EMTN Programme (the Programme Limit) was initially
U.S.$4,000,000,000. On 3 August, 2006 the Programme Limit was increased to
U.S.$8,000,000,000; the Programme Limit may be further increased after the date hereof in
accordance with the provisions of the EMTN Programme.

©) As a consequence of the increase to the Programme Limit referred to in recital (F) above,
the parties hereto have agreed to make certain modifications to the Original Keep Well
Agreement.

H Each of the parties hereto confirms for the purposes of Clause 8 of the Original Keep Well

Agreement that the modifications referred to in recital (G) above shall not have any
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material adverse effect upon any of the Beneficiaries (as defined below) having the
benefit of the Original Keep Well Agreement.

) This Agreement amends and restates the Original Keep Well Agreement. All Notes and
Warrants issued, and Counterparty Payment Obligations assumed, by MUSI (i) on or after the
date of this Agreement and (ii) prior to the date of this Agreement which had the benefit
of the Original Keep Well Agreement, will have the benefit of this Agreement.

NOW, THEREFORE, MUFG, BTMU, MUSI and the Trustee hereby agree as follows:

1. MUFG and/or BTMU will own, directly or indirectly, a majority of the issued share capital
of MUSI and will control the composition of the board of directors of MUSI, in each case
so long as any Payment Obligations are outstanding. Neither MUFG nor BTMU will pledge,
grant a security interest in or encumber any such share capital.

2. MUFG and/or BTMU shall be obliged to cause MUSI to have Tangible Net Worth, as determined
in accordance with generally accepted accounting principles in the United Kingdom and as
shown in MUSI’ s most recent published audited balance sheets from time to time, at all
times of at least GBE 1,000,000.

For the purpose of this Clause 2, Tangible Net Worth means the aggregate amount of issued
and fully paid equity capital, reserves, capital surplus and retained earning (or less
losses carried forward), less any intangible assets.

3. Q) IT MUSI at any time determines that it shall have insufficient cash or other liquid
assets to meet its Payment Obligations as they fall due and that it shall have
insufficient unused commitments available under its credit facilities with lenders
other than MUFG and/or BTMU or insufficient funds otherwise made available by MUFG
and/or BTMU through one or more third parties, then it will promptly notify MUFG
and BTMU of the shortfall and MUFG and/or BTMU shall be obliged to make available
to it, before the due date of any relevant Payment Obligations, funds sufficient to
enable it to satisfy such Payment Obligations in full as they fall due. It will
use the funds made available to it by MUFG and/or BTMU solely for the satisfaction
when due of such Payment Obligations.

(B Any and all funds from time to time provided by MUFG and/or BTMU to MUSI pursuant to
Clause 3(A) above shall be either (i) by way of the subscription for and payment of
its share capital (other than redeemable share capital) or (ii) by way of
subordinated loan, that is to say a loan which, and interest on which, is not
permitted to be, and is not capable of being, repaid or paid unless, and then only
to the extent that, MUSI is, and immediately thereafter would continue to be,
solvent in all respects and is thus subordinated on a winding up of MUSI to all of
the other unsecured creditors (whether subordinated or unsubordinated) of MUSI.

4. Each of MUFG and BTMU warrants and agrees that its payment obligations which may arise

under this Agreement constitute its unsecured and unsubordinated obligations and rank pari
passu with all its other unsecured and unsubordinated obligations.
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This Agreement is not, and nothing herein contained and nothing done by MUFG and/or BTMU
pursuant hereto shall be deemed to constitute, a guarantee, direct or indirect, by MUFG
and/or BTMU of any Payment Obligations.

I MUSI shall be in liquidation, administration or receivership or other analogous
proceedings, and MUFG and/or BTMU shall be in default of its or their obligations
hereunder, MUFG and/or BTMU shall be liable by way of liquidated damages to MUSI for such
breach in an amount equal to the sum that MUFG and/or BTMU would have paid had it
performed in full its obligations under this Agreement, and MUSI (and any liquidator,
administration or receiver of MUSI or other analogous officer or official) shall be
entitled to claim accordingly.

Each of MUFG, BTMU and MUSI hereby covenants that it will fully and promptly perform its
respective obligations and exercise its respective rights under this Agreement and, in the
case of MUSI (without limitation to the foregoing), exercise its right to enforce
performance of the terms of this Agreement by MUFG and BTMU.

This Agreement may be modified, amended or terminated only by the written agreement
(executed as a deed) of MUFG, BTMU, MUSI and the Trustee(s) (as defined below); provided,
however, that no such modification, amendment or termination shall have any material
adverse effect upon any of the Beneficiaries (as defined below) having the benefit of this
Agreement. In particular, notwithstanding any such termination, this Agreement will
continue in full force and effect with respect to all outstanding Payment Obligations
which have been incurred prior to such termination of this Agreement.

MUFG, BTMU and MUSI will give written notice to Moody’ s Investor Services, Limited and
Japan Credit Rating Agency, Ltd. at least 30 days prior to any proposed modification,
amendment or termination of this Agreement.

Q) This Agreement shall take effect as a deed poll for the benefit of the
Beneficiaries. No other person, firm, company or association (unincorporated or
incorporated) shall be entitled to any benefit under this Agreement whatsoever.

(B Each of MUFG, BTMU and MUSI hereby acknowledges and covenants that the respective
obligations binding upon it contained herein are owed to, and shall be for the
benefit of, the Beneficiaries and that each of the Beneficiaries shall be entitled
to enforce the said obligations against MUFG, BTMU and/or MUSI if, and only insofar
as at the time the proceedings for such enforcement are instituted, the relevant
Payment Obligations which have become due and payable remain unpaid in whole or in
part.

© For the purposes of this Agreement

Beneficiaries means, in relation to any Payment Obligations, the person(s) to whom
such Payment Obligations are owed by MUSI (including, in the case of Trust
Securities (as defined below), the Trustee(s));

Trustee(s) means (i) in relation to the Notes, The Law Debenture Trust Corporation

p.l.c. as trustee for the holders of the Notes (which expression shall include any

successor as trustee for the holders of the Notes) under a Trust Deed dated 24th
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November, 1994 and made between, inter alia, MUSI (under its former name of

Mitsubishi Finance International plc) and The Law Debenture Trust Corporation
p-1.c. as supplemented or amended from time to time and (ii) in relation to any
other Trust Securities, the trustee for the holders thereof from time to time; and

Trust Securities means the Notes and other debt securities of MUSI constituted by a
trust deed.

()] No holder of any Trust Securities (including the Notes) shall be entitled to enforce
the provisions of this Agreement unless the relevant Trustee, having become bound
to do so, fails to do so within a reasonable period and such failure is continuing.

11. A copy of this Agreement shall be deposited with, and held by, each of MUSI, the Trustee(s)
(for so long as Trust Securities are outstanding) and the Principal Warrant Agent
appointed from time to time under the Warrant Programme (for so long as any Warrants are
outstanding) .

12. This Agreement shall be governed by and construed in accordance with English law. Each of
MUFG, BTMU and MUSI hereby irrevocably agrees that the courts of England are to have
jurisdiction to settle any disputes which may arise out of or in connection with this
Agreement and that accordingly any suit, action or proceedings (together Proceedings)
arising out of or in connection with this Agreement may be brought in such courts and each
waives any objection to Proceedings in such courts whether on the grounds that the
Proceedings have been brought in an inconvenient forum or otherwise. In relation to
Proceedings in England, any Deputy General Manager for the time being of the London Branch
of BTMU (being at the date hereof at 12-15 Finsbury Circus, London EC2M 7BT) has agreed to
accept service of process on behalf of MUFG and BTMU in England. Nothing in this clause
shall affect the right to serve process in any other manner permitted by applicable law.

13. This Agreement and any deed supplemental hereto may be executed and delivered in any number
of counterparts, all of which, taken together, shall constitute one and the same deed and
any party to this Agreement or any deed supplemental hereto may enter into the same by
executing and delivering, a counterpart.

IN WITNESS WHEREOF this Agreement has been executed and delivered as a deed poll on the date which

appears first on page 1.

MUFG Securities EMEA plc(
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50
50
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2020 16
50
2020 10 13
50
2020 12
50
€)
50
Q)
2012 2013 2014 2015 2016
10,395.18 16,291.31 17,935.64 20,868.03 19,494.53
8,295.63 10,486.99 13,910.16 16,795.96 14,952.02
2016 2016 2016 2016 2016 2016
10 11 12
16,810.22 | 16,919.92 | 17,081.98 | 17,446.41 | 18,381.22 | 19,494.53
15,106.98 | 16,083.11 | 16,405.01 | 16,598.67 | 16,251.54 | 18,274.99
(B) 50

50
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2012 2013 2014 2015 2016
2,659.95 3,111.37 3,314.80 3,828.78 3,290.52
2,068.66 2,511.83 2,874.65 3,007.91 2,680.35
2016 2016 2016 2016 2016 2016
10 11 12
2,999.48 3,049.03 3,091.66 3,093.86 3,056.29 3,290.52
2,761.37 2,906.98 2,935.25 2,975.04 2,954.53 3,015.13
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INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF MUFG SECURITIES EMEA PLC

We have audited the financial statements of MUFG Securities EMEA PLC for the year ended 31 December
2016 which comprise the Income Statement, the Statement of Comprehensive Income, the Balance Shest, the
Cash Flow Statement, the Statement of Changes in Equity and the related notes 1 to 31. The financia reporting
framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSSs) as adopted by the European Union.

This report is made solely to the company’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 company’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 responsibility to anyone other than the company and the
company’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 Directors Responsibilities Statement, 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 financia 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 reasonabl e assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. Thisincludes an assessment of: whether the accounting policies are appropriate to the company’
s circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In
addition, we read all the financial and non-financial information in the annual report to identify material

inconsi stencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by usin the course of
performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

Opinion on financia statements

In our opinion the financial statements:

» give atrue and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for
the year then ended;

» have been properly prepared in accordance with IFRSs as adopted by the European Union; and

» have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
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» theinformation given in the Strategic Report and the Directors Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

» the Strategic Report and the Directors Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Strategic Report and the Directors Report.

Matters on which we are required to report by exception

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, or returns adequate for our audit have not been received
from branches not visited by us; or

» thefinancia statements are not in agreement with the accounting records and returns; or

o 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.

Caroline Britton ACA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

10 March 2017
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