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RBS PRA
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UK
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2015 2009
RBSG 5.4
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71.3
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UKFI
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RBSG RBS
RBS

RBS
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EU
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2019
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2009 BRRD
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SRR 2013
BRRD
2015
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Tier
PRA
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RBS
2000
FSCS
FSCS
RBS
RBS FSCS
RBS
2016 12 31

IFRS

2017

BRRD

FSMA

30 10,000

RBS
RBS

IFRS

52
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2009 11 26  RBSG
80
RBSG
2013 12 16  RBSG  PRA
RBS
2015 10 RBSG
2015 10
2015 10 14  UKLA
72.6
RBSG
RBSG
RBSG
RBSG
(2) DAS
DAS 2009
2014 RBSG
25 RBSG
RBSG
2016
2021
10
11.93
DAS
©)
RBSG

RBSG

RBSG

DRA

80

DAS

751487

2013

€Y)

DAS

2016
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22

D

DAS

DAS

RA

RBSG

DAS

2021

RBS

320

G

11.8
DAS
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2014
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RBS
2014

*

(5) RBS

1PO
RBS

©)

2014 11

UK
RBSG

RBS
RBS
RBS
RBS
RBS
RBS
2016 27
600

UKFI
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(1) 2016

1,148
1,596

CET

2016

2017

RBS

2016

2016

17

58

11
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2015 3,234 3,732
5,168 2,099
750 11,939 12,123
2015
838 529
1,950 4,790
2015 52 2015
117 2016 2016 12 31
RBSI
16.0 13.1 CRR
27
13 RWA
REIL 2015 12 31 18 102
3.1 2015 12 31 3.8
29 52 22 53
RBS RBS
EU
2017 12 31
2017 12 31
RBS
RBS
2016
750
2015 12 31
2016
RBS 42 2020
2018 2016 12 31
1AS19 115
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PBB

78

3,498

2015

Rol

Rol

2015

2015

PBB
2015
142

1,628

4,341 2015

957

2015

2015 3,640

83

2016

2015 308

44

167

24

FX

383

38 2015 12

141

15 201
22
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2016

1

4,263

338

80

410
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, 117
37

2015 998

2015 364

10 1,334
1,458

64

2015

11

31
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2015 1,847 1,513
2016 3,470 3,730
2015 1,554 2,004 SME
FCA
483 522 2015 69
213
2015 504 66
2015 1,522 1,548
2015 2,031
1,614
2015 3,426 4,741
RMBS
3,391 2016 EU
170
2016 4,553 4,047
781 294
©)
2015 3,234 3,732
2015 838 529
2015 1,950 4,790
1,148 2015 52
2015 1,596 117
2016 300
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8,288 2015 8,282
266
184
2015 3,657
2,825
PBB 34

2015 912

2015 329
618 2015 183
2015 158 259

2015 551
2015 16,011
21 8,059 2015 10,229
227
498
3,507 5,168
3,391
2,099 2015
2017 17
750
2015 630

1,148 2015 35
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178 3,835
2,444
145
183
863
170
2016 176
RBS
182
15,326
2,170
2016
2015
RVBS
PPI 600
2,275
706
146
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2015 838 529
2015 781 294
2015 69
213
Rol 2015 141 112
117 2016 12 31
RBSI 2015 1,538
249
1,001 318
RWA
2016 12 31 2015 12 31
UBI DAC UBI DAC
CET 13.1 16.1 29.0 16.0 11.6 29.6
Tier 14.1 16.1 29.0 17.1 11.6 29.6
19.1 23.3 31.9 25.3 19.7 32.1
)
CET 23.3 10.4 5.2 32.4 2 5.7
Tier 25.3 10.4 5.2 34.7 7.2 5.7
34.2 15.0 5.7 51.3 12.1 6.2
- 127.0 56.0 16.3 146.4 54.4 17.8
- 21.2 .5 0.5 21.8 0.4 0.3
15.7 0.7 — 19.1 0.6 —
14.9 7.2 1.2 15.6 6.4 1.1
RWA 178.8 64.4 18.0 202.9 61.8 19.2
447.2 169.6 27.3 502.6 153.1 23.7
Tier 25.3 10.4 5.2 34.7 7.2 5.7
5. 6.1 19.1 6.9 4.7 24.0
(1) UBI DAC
@ ® ®
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CET 16.0 13.1 CRR
27 W&G 750
13 RWA

RWA 241
RWA 148 RWA 34

PRA 6.9 5.7 Tier

CET 11.6 16.1 13
2016 42
CRR
RWA 26

PRA 6.1 Tier

UBI DAC
CET 29.6 29.0
RWA 262 210
RWA 12

CBI 24.0 19.1

Q)
2015 2016
2016 12 31 7,978 2015 12 31 144

PBB

305
18 16 129
11 176
100 3,450 98
3,161
PBB

289
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83 10 717
RBS
58
153 2,477 180
2,376
35 84 30 234
RBSI
15 406 35
11 353 RBS
50 49 52
20 3,761 271
20 3,487 PBB
54 21 204
75 28 195
62 43
30
48 61
15 358
®)
2016 2015
6,969 1,122
(5,398) (5,704)
(13,532) (1,176)
7,913 525
(4,048) (5,233)
2016
6,969 19,191
6,323 1,228
775
6,416 4,783

3,552 3,732 2,643

84/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

OoOoOoOoOodno
5,398
3,941 902
976 421
13,532 10,556
1,744 1,210
2015
1,122 10,787
4,470
1,331 1,267 1,173
8,778 2,159
1,476 1,403
1,092 1,060
5,704
6,537 761
53 1,541
1,176 2,279

1,313
2,491
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(1) RBS
2016 RBS CRO RBS
2017 CRO
RBS
RBS
CRO
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)
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RBS

2016 12
2017

2002
2016
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®)

IAS

RBS

2016

CET
PRA

RWA

PRA

CET
PRA

135
RBS
RBS
RBG
DAC UBI DAC
13.1
CET 16.0 13.1
27
241 1,788
RWA
5.7
Tier
16.1
CET 11.6 16.1
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CRR
CRR
RBS
RWA
CRR
W&G 750
13 RWA
CRR
RWA 148
34
6.9 5.7

13
42 CRR
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RWA 26 644
6.1
PRA Tierl
4.7 6.1
UBI DAC
CET 29.0
CBI CET 29.6 29.0
RWA 262 210
RWA 12
19.1
CBI
24.0 19.1
RWA
CRR
CRR
RWA
2016 2015
UBI DAC UBI DAC
@
CET 23.3 10.4 5.2 32.4 7.2 5.7
Tier 25.3 10.4 5.2 34.7 7.2 5.7
34.2 15.0 5.7 51.3 12.1 6.2
RWA
- 127.0 56.0 16.3 146.4 544 17.8
- 21.2 0.5 0.5 21.8 0.4 0.3
15.7 0.7 - 19.1 0.6 -
14.9 7.2 1.2 15.6 6.4 1.1
RWA 178.8 64.4 18.0 202.9 61.8 19.2
CET 13.1 16.1 29.0 16.0 11.6 29.6
Tier 14.1 16.1 29.0 17.1 11.6 29.6
19.1 23.3 31.9 25.3 19.7 32.1
447.2 169.6 27.3 502.6 153.1 23.7
Tier 25.3 10.4 5.2 34.7 7.2 5.7
5.7 6.1 19.1 6.9 4.7 24.0
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Oooooodo
(1) 2014 CRR CET
PRA 2015
2015 RBS 2A 56 CET Tier /  Tier
2A PRA
RBS
CRR RWA CRR EU
CRR
CRR
@
@
CET
[©) Tier AT AT1 CET
O]
) 2013 12
Tier
RWA
[6H) 1,250
(2) RWA
(3) RWA CRR
(4) CRR
(5) CRR
@
2016 2015
DAC UBI DAC
45,876 15,297 5,556 51,177 11,282 5,753
- - - (1,421) - -
45,876 15,297 5,556 49,756 11,282 5,753
(152) - ®3) 17 - -
(198) (15) 61 (138) - 142
(261) - - (286) 1 _
4n (599) (250) (252) (622) (210)
(524) @ - (349) @ -
AT - (199) - - _ _
(521) 1) - (544) (498) _
(642) (534) (165) (395) (703) 22)
(20,433) (3,019) - (15,680) (2,413) -
- (80) - - (424) -
235 20 25 287 532 27
(22,543) (4,904) (332) (17,340) (4,128) (63)
CET 23,333 10,393 5,224 32,416 7,154 5,690
Tier AT1
2,993 175 - 3,493 204 -
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OoOooOodnd
Tier
(1,034) (374) - (1,175) 187) -
AT — 199 - — _ _
(1,034) 175) - (1,175) 187)
Tier 25,292 10,393 5,224 34,734 7,171 5,690
Tier 12,161 4,735 555 19,039 5,058 492
(3,302) (112) - (2,432) (92) -
- - 33) - - ©)
(3,302) (112) (33) (2,432) (92) Q)
Tier 8,859 4,623 522 16,607 4,966 485
34,151 15,016 5,746 51,341 12,137 6,175
(1) 2014 CRR CET
PRA 2015
CRR
2016 2015
UBl DAC UBI DAC
251.5 3.1 0.9 265.6 2.1 0.7
167.2 214.7 22.5 175.9 207.6 19.9
32.0 — 0.3 31.1 - -
182.9 11.1 2.6 196.6 10.7 2.2
633.6 228.9 26.3 669.2 220.4 22.8
- (243.3) 2.2) 0.1) (260.1) 1.4 0.1)
- 67.1 0.2 0.2 76.8 0.2 0.2
3.8 - — 5.2 — _
41.4 9.9 1.1 46.3 9.9 1.0
(23.8) (5.1) 0.2) (15.9) (5.2) 0.2)
(31.6) (62.1) - (18.9) (70.8) -
447.2 169.6 27.3 502.6 153.1 23.7
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2016
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RBS
RBS
RBS
RBS
ALCo
ALCo
RBS
2017 RBS
RBS

95/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
PRA UK DoLSub
PRA
UK DoLSub 97
RBS
2016 2015
12 31 12 31
UK DoLSub UK DoLSub UK DoLSub UK DoLSub
(€)) @ (€)) ¢))

66,598 2,227 68,825 56,772 59,065 67,790 1,432 69,222 67,294 69,442

AAA 3,936 760 4,696 3,692 4,326 3,201 1,098 4,299 4,069 5,080
AA- AA+

19,348 1,244 20,592 18,757 20,066 18,238 787 19,025 11,462 20,934

23,284 2,004 25,288 22,449 24,392 21,439 1,885 23,324 15,531 26,014

89,882 4,231 94,113 79,221 83,457 89,229 3,317 92,546 82,825 95,456

@ 68,007 683 68,690 65,588 66,774 59,201 1,369 60,570 54,131 57,654

157,889 4,914 162,803 144,809 150,231 148,430 4,686 153,116 136,956 153,110
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184,136 5,082 189,218 181,240 4,886 186,126
2016 128,461 9,344 24,101 897 162,803
2015 109,941 18,781 24,394 - 153,116
(1) PRA UK DoLSub  RBS
RBS
PRA
@
@ @
(©)
2016 13.0 33.6 54.6 75.2 12.6 (9.9) 2.7
2015 15.4 35.7 64.4 84.7 7.6 6.1) 1.5
@
@
©)
2016 2015
20,611 _ 20,611 20,241 _ 20,241
12,586 2,117 14,703 7,588 3,999 11,587
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33,197 2,117 35,314 27,829 3,999 31,828
cD 3,208 - 3,208 944 - 944
MTN 11,738 — 11,738 16,833 — 16,833
3,935 - 3,935 5,585 - 5,585
1,481 - 1,481 2,442 - 2,442
20,362 — 20,362 25,804 — 25,804
8,303 11,212 19,515 8,528 18,502 27,030
28,665 11,212 39,877 34,332 18,502 52,834
61,862 13,329 75,191 62,161 22,501 84,662
11,487 — 11,487 10,360 — 10,360
318,954 18,528 337,482 331,581 5,001 336,602
330,441 18,528 348,969 341,941 5,021 346,962
(€M) 23,273 - 23,273 2,837 - 2,837
415,576 31,857 447,433 406,939 27,522 434,461
(1) 2016 RBSI RBSI 2015
RBSI 233 2015 213 2015
26
2016 2015
- 5,239 10,266
- 25,652 20,130
1,444 6,982
32,335 37,378
2016 12 31 417 2015 399
417 2015 398
304 2015 290
/( )
LDR /
( )
2016 2015
/( /(
@ @ LDR )® @ @ LDR )©)
PBB 132,107 145,826 91 13,719 119,705 137,840 87 18,135
Rol 18,930 16,109 117 (2,821) 16,673 13,102 127 (3,571)
100,069 97,886 102 (2,183) 91,286 88,859 103 (2,427)
12,157 26,560 46 14,403 11,193 23,084 48 11,891
17,417 8,384 nm (9,033) 16,076 5,674 nm (10,402)
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12,587 9,333 nm (3,254) 22,285 24,879 nm 2,594
WeG 20,546 24,166 85 3,620 20,016 24,085 83 4,069
1,142 2,177 nm 1,035 418 3,154 nm 2,736
RBSIH
2015 314,955 330,441 95 15,486 297,652 320,677 93 23,025
RBSI [0 7,891 23,273 34 15,382 7,337 21,264 35 13,927
(@) - - - - 1,639 2,805 63 1,166
322,846 353,714 91 30,868 306,628 344,746 89 38,118
@
@
©)
(4) 2016
() 2015
(6) nm
2015 89 91
PBB
2016 PBB
RBSI
cD MTN
2016
3,205 2,552 96 - 5,853 993 6,846 17
3 3,916 871 - 4,790 1,817 6,607 17
- 3,316 1,883 - 5,199 472 5,671 14
- 1,954 1,085 1,481 4,520 5,021 9,541 24
3,208 11,738 3,935 1,481 20,362 8,303 28,665 72
_ _ — - - 11,212 11,212 28
3,208 11,738 3,935 1,481 20,362 19,515 39,877 100
2015
742 4,996 2,171 4 7,913 239 8,152 16
202 3,785 758 - 4,745 2,288 7,033 13
- 4,307 1,627 — 5,934 92 6,026 11
- 3,745 1,029 2,438 7,212 5,909 13,121 25
944 16,833 5,585 2,442 25,804 8,528 34,332 65
_ _ - - - 18,502 18,502 35
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944 16,833 5,585 2,442 25,804 27,030 52,834 100

@ @ (©)] (O] ) ) Q]

2016

_ - 4.0 4.0 . 69.8 . - 69.8 73.8 . 73.8
- 1.2 6.7 0.7 8.6 - 7.8 0.1 0.1 8.0 16.6 1.0 17.6
- 10.1 - - 10.1 97.9 19.8 7.8 - 27.6 135.6 . 135.6
- 7.1 - - 7.1 1.5 5.7 - 0.1 5.8 14.4 - 14.4
_ 0.3 - - 0.3 - - - - - 0.3 - 0.3
_ _ - - - 4.0 0.3 - 4.3 4.3 - 4.3
- _ _ _ _ . 6.2 2.6 - 8.8 8.8 - 8.8
- 0.1 17.0 - 17.1 6.1 5.8 100.2 22.4 128.4 151.6 1.1 152.7
_ - - - - - - 41.7 41.7 41.7 - 41.7
- 2.8 35.4 38.2 - 32.7 0.5 0.3 33.5 71.7 - 71.7
- - 0.1 0.1 - 0.2 - 0.1 0.3 0.4 - 0.4
_ _ _ _ - - - 5.6 5.6 5.6 . 5.6
_ _ _ - - - . 246.4 246.4 246.4 1.3 247.7
_ _ _ - - - - 6.2 6.2 6.2 . 6.2
_ _ _ _ _ - 3.1 1.4 4.5 4.5 - 4.5
_ _ _ _ _ - - 1.8 1.8 1.8 - 1.8
_ _ _ _ _ - 7 2.3 2.3 2.3 - 2.3
18.8 26.5 40.2 85.5 105.5 152.0 114.6 328.4 595.0 786.0 3.4 789.4
_ _ _ 7 7 0.2 7.8 0.4 8.4 8.4 - 8.4
18.8 26.5 40.2 85.5 105.5 152.2 122.4 328.8 603.4 794.4 3.4 797.8

100/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
() @ ® (O ®) ® )
2015
- - 2.5 2.5 - 76.5 - - 76.5 79.0 - 79.0
- 1.5 11.0 0.4 12.9 - 3.9 0.3 0.1 4.3 17.2 1.6 18.8
- 15.2 - - 15.2 81.3 18.6 8.4 - 27.0 123.5 - 123.5
- 7.4 - - 7.4 1.2 4.0 - 0.1 4.1 12.7 - 12.7
- - - - - 4.4 0.2 - 4.6 4.6 - 4.6
- - - - - - 6.0 3.5 - 9.5 9.5 - 9.5
- 0.5 17.2 0.4 18.1 8.3 8.8 97.7 21.8 128.3 154.7 1.2 155.9
- - - - - - - 39.8 39.8 39.8 - 39.8
- 2.9 31.8 34.7 - 45.2 0.1 - 45.3 80.0 - 80.0
- - - - - 0.7 0.1 0.3 1.1 1.1 - 1.1
- - - - - - - 4.0 4.0 4.0 0.1 4.1
_ - - - - - - 261.8 261.8 261.8 1.3 263.1
- - - - - - - 6.5 6.5 6.5 - 6.5
- - 0.3 0.3 - - 3.1 1.1 4.2 4.5 - 4.5
- - - - - - - 2.6 2.6 2.6 - 2.6
- - - - - - - 3.0 3.0 3.0 - 3.0
2.6 31.1 35.4 91.1 90.8 168.1 113.4 341.1 622.6 804.5 4.2 808.7
- - - - - 0.8 2.0 0.7 3.5 3.5 - 3.5
2.6 31.1 35.4 91.1 90.8 168.9 115.4 341.8 626.1 808.0 4.2 812.2
@
&)
®
*
®
©)
Q)
@
®
©
©)
®
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@

2016
148,882 18,911 69,390 37,994 8,358 9,324 44,517 337,376 389,820
Rol(3) 15,079 433 2,387 950 444 206 2,966 22,465 23,772
528 9,497 33,047 2,331 2,406 1,758 3,599 53,166 82,606
329 10,983 7,338 350 610 488 2,157 22,255 36,878
Roli(4) 1,388 6,424 1,969 689 550 3,817 892 15,729 20,301
166,206 46,248 114,131 42,314 12,368 15,593 54,131 450,991 553,377
63 48 7 845 487 25 341 1,816 3,245
27 477 67 70 113 176 30 960 2,567
6 90 8 13 148 2 1 268 439
9 - - - - - — 9 10
13 - - 5 - - 12 30 30
118 615 82 933 748 203 384 3,083 6,291

®)

70 1,778 26,107 74 137 223 1,057 29,446 34,750
Rol(3) 15,079 433 2,387 950 444 206 2,966 22,465 23,772
32 2,045 1,185 235 230 117 563 4,407 8,299
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69 1,835 3,170 288 563 611 578 7,114 15,298
21 1,016 869 44 48 178 17 2,193 2,854
9 703 28 490 1 41 272 1,544 2,734
(6) 14 328 674 47 22 72 261 1,418 2,342
15,294 8,138 34,420 2,128 1,445 1,448 5,714 68,587 90,049
15,412 8,753 34,502 3,061 2,193 1,651 6,098 71,670 96,340
@) 25 466 1,008 - - - 146 1,645 2,612
) 14 102 - - 1 - 42 159 181
2015
136,024 20,529 60,068 37,321 7,386 9,524 42,497 313,349 363,910
Rol(3) 13,440 433 1,623 692 427 218 2,542 19,375 20,652
548 8,878 30,825 2,406 2,134 2,549 4,251 51,591 80,285
301 8,110 21,820 621 864 891 2,362 34,969 53,236
RoW(4) 2,806 6,228 4,987 771 848 5,955 1,940 23,535 27,375
153,119 44,178 119,323 41,811 11,659 19,137 53,592 442,819 545,458
80 40 6 671 525 73 324 1,719 2,938
26 358 52 62 175 67 58 798 2,200
6 87 10 26 139 62 - 330 490
12 — - — — 38 — 50 52
15 1 - 8 - 1 9 34 38
139 486 68 767 839 241 391 2,931 5,718
®)
64 1,433 23,801 89 150 800 1,050 27,387 32,450
Rol(3) 13,440 433 1,623 692 427 218 2,542 19,375 20,652
30 1,791 1,059 451 94 138 1,119 4,682 8,946
76 2,166 2,402 357 448 826 678 6,953 15,838
21 662 537 158 44 138 52 1,612 2,376
6 624 21 346 31 41 98 1,167 1,907
(6) 14 356 609 54 73 34 122 1,262 1,976
13,651 7,465 30,052 2,147 1,267 2,195 5,661 62,438 84,145
13,790 7,951 30,120 2,914 2,106 2,436 6,052 65,369 89,863
@) 31 249 1,417 2 - 1 114 1,814 2,639
(@) 11 84 - - 8 - 95 198 243
(6 PBB SME RBS
@
(3) Rol
O) RoW
®
®
©) A+
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2016 2015 *
€)) €Y)
330 307 637 25 474 561 1,035 45
365 166 531 36 610 33 643 36
141 614 755 25 147 58 205 29
424 87 511 22 269 99 368 32
201 225 426 33 451 105 556 44
324 54 378 8 297 71 368 46
1,785 1,453 3,238 27 2,248 927 3,175 43
@
* 2015
2016 2015 *
@
1,751 2,091
1,487 1,084
3,238 3,175
@
* 2015
2016
2016 12 31 14 2015 14
61
39
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2016
2016
2015
2016 16
48
2015 2016 2016 12 31
43 2015 45 10 2015
2015 2014 13
2015 22 7 17
2016 12 31
2016
2015
29 2015 2016
160 2016 12
31 50
2015 2014 2014
CRE
CRE CRE

2008
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LTV CRE
CRE LTV
2016 2015 *
AQ1-AQ9 AQ10 AQ1-AQ9 AQ10
2016
50 10,695 53 10,748 9,896 72 9,968
50 70 6,508 120 6,628 5,964 116 6,080
70 80 474 67 541 685 125 810
80 90 299 57 356 353 376 729
90 100 130 4 171 143 150 293
100 110 74 24 98 149 75 224
110 130 136 357 493 221 122 343
130 150 82 28 110 44 65 109
150 108 61 169 253 199 452
LTV 18,506 808 19,314 17,708 1,300 19,008
LTV(1) 48% 113% 51% 52% 167% 63%
1 _ 1 2 4 6
2,357 349 2,706 2,253 238 2,491
0 3,553 180 3,733 3,641 361 4,002
24,417 1,337 25,754 23,604 1,903 25,507
(€Y}
) LTV
* 2015
Rol CPB
100 LTV
3.7
1.1 2015 3.4 1.6
CRE REIL
2016 2015 2016 2015 2016 2015
CRE REIL *
26,265 27,561 18,296 18,178 1,193 2,842
REIL 1,407 3,560 731 1,050 497 1,951
511 2,054 263 305 119 1,323
REIL 5.4% 12.9% 4.0% 5.8% 41.7% 68.6%
REIL 36% 58% 36% 29% 24% 68%
* 2015
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Rol
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PD
PBB W&G
24 PD
PD
LGD
PBB Rol RBSIH(3) WeG

2016
1,290 3,709 65 43 177 5,284
790 2,077 65 29 107 3,068
286 473 - 2 41 802
214 1,159 - 12 29 1,414
51 790 - 1 8 850
@ 701 1,249 63 37 111 2,161
©) 860 2,460 2 6 110 3,438
406 316 49 10 53 834

2015
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1,444 3,643 64 43 202 5,396
863 2,165 64 31 124 3,247
329 470 — 6 46 851
252 1,008 — 6 32 1,298
59 884 — 1 8 952
(€H) 800 1,173 39 35 129 2,176
(@) 953 2,470 25 8 120 3,576
435 197 a7 17 57 753
(1) 2016 EBA FINREP
@
©))
LTV
50 50 70 80 90 100 110 130 LTV
70 80 90 100 110 130 150 150
LTV ()
2016
PBB
AQ1-AQ9 43,332 41,442 15,778 10,862 2,885 175 150 76 55 114,755 705 115,460
AQ10 548 637 182 113 51 15 7 3 5 1,561 19 1,580
43,880 42,079 15,960 10,975 2,936 190 157 79 60 116,316 724 117,040
5,645 8,196 2,290 360 105 27 20 14 6 16,663 15 16,678
Rol
AQ1-AQ9 3,079 2,897 1,649 1,411 1,144 1,056 1,205 119 22 12,582 - 12,582
AQ10 252 296 169 179 177 199 340 154 48 1,814 — 1,814
3,331 3,193 1,818 1,590 1,321 1,255 1,545 273 70 14,396 - 14,396
AQ1-AQ9 2,594 3,188 820 163 29 7 2 8 13 6,824 233 7,057
AQ10 25 49 12 8 1 5 2 - - 102 9 111
2,619 3,237 832 171 30 12 4 8 13 6,926 242 7,168
RBSI
AQ1-AQ9 1,099 812 378 236 26 29 6 6 15 2,607 - 2,607
AQ10 (@) 11 3 4 4 3 2 - 5 30 - 30
1,097 823 381 240 30 32 8 6 20 2,637 - 2,637
W&G
AQ1-AQ9 4,565 3,754 1,280 867 178 6 - - - 10,650 10 10,660
AQ10 81 89 17 7 2 — — - - 196 - 196
4,646 3,843 1,297 874 180 6 - - - 10,846 10 10,856
2015 *
PBB
AQ1-AQ9 38,430 38,645 14,372 7,985 2,646 255 174 90 18 102,615 251 102,866
AQ10 483 713 250 152 77 26 12 7 3 1,723 10 1,733
38,913 39,358 14,622 8,137 2,723 281 186 97 21 104,338 261 104,599
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4,374 6,879 2,202 431 131 34 30 14 1 14,096 2 14,098
Rol
AQ1-AQ9 2,276 2,075 1,222 1,155 1,004 964 1,633 410 49 10,788 — 10,788
AQLO 226 258 153 163 179 178 385 264 119 1,925 - 1,925
2,502 2,333 1,375 1,318 1,183 1,142 2,018 674 168 12,713 - 12,713
AQL-AQ9 2,431 2,846 707 147 30 15 1 12 20 6,209 323 6,532
AQL0 3 1 3 1 9 1 1 - 1 20 - 20
2,434 2,847 710 148 39 16 2 12 21 6,229 323 6,552
RBSI
AQL-AQO 985 873 339 190 40 27 19 2 14 2,489 - 2,489
AQLO 5 1 2 3 5 1 3 1 5 36 - 36
990 884 341 193 45 28 22 3 19 2,525 - 2,525
W&G
AQL-AQY 4,113 3,738 1,216 648 174 1 1 - - 9,900 297 10,198
AQL0 71 100 27 18 8 1 - - - 225 7 232
4,184 3,838 1,243 666 182 12 1 - - 10,126 304 10,430
@ LV
(2) RBSI 2016 12 31
* 2015
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®
RBS
IFRS (1) ©) ®)
2016

73,813 - 73,813 - 73,813

73,472 (31,728) 41,744 (1,053) 40,691

332,153 (600) 331,553 (29,818) 301,735

71,652 - 71,652 - 71,652

445 - 445 - 445

297,518 (51,080) 246,438 (225,780) 20,658

7,054 (1,529) 5,525 - 5,525

856,107 (84,937) 771,170 (256,651) 514,519

7,999 - 7,999 - 7,999

864,106 (84,937) 779,169 (256, 651) 522,518

3,491 - 3,491 (698) 2,793

867,597 (84,937) 782,660 (257,349) 525,311

(22,076) - (22,076) - (22,076)

845,521 (84,937) 760,584 (257,349) 503,235

2015

78,999 - 78,999 - 78,999

74,171 (34,361) 39,810 (2,499) 37,311

325,129 (2,955) 322,174 (35,568) 286,606

80,027 - 80,027 - 80,027

1,069 - 1,069 - 1,069

385,470 (123,662) 261,808 (242,404) 19,404

5,314 (1,225) 4,089 (26) 4,063

950,179 (162,203) 787,976 (280,497) 507,479

3,356 - 3,356 — 3,356

953,535 (162,203) 791,332 (280,497) 510,835

4,109 - 4,109 (393) 3,716

957,644 (162,203) 795,441 (280,890) 514,551

(20,808) - (20,808) - (20,808)

936,836 (162,203) 774,633 (280,890) 493,743
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IFRS (1) 0) 3)
2016
70,615 - 70,615 - 70,615
47,507 (17,252) 30,255 (439) 29,816
124,280 (600) 123,680 (23,468) 100,212
65,264 - 65,264 - 65,264
298 - 298 - 298
296,412 (51,080) 245,332 (225,612) 19,720
4,339 24) 4,315 - 4,315
608,715 (68,956) 539,759 (249,519) 290,240
54,215 - 54,215 (2,961) 51,254
662,930 (68,956) 593,974 (252,480) 341,494
(17,590) - (17,590) - (17,590)
645,340 (68,956) 576,384 (252,480) 323,904
2015
76,904 - 76,904 - 76,904
47,285 (20,374) 26,911 (2,050) 24,861
130,672 (2,955) 127,717 (28,634) 99,083
72,894 - 72,894 - 72,894
931 - 931 - 931
384,537 (123,662) 260,875 (242,232) 18,643
2,79 (168) 2,628 - 2,628
716,019 (147,159) 568,860 (272,916) 295,944
61,233 - 61,233 (1,963) 59,270
777,252 (147,159) 630,093 (274,879) 355,214
(17,593) - (17,593) - (17,593)
759,659 (147,159) 612,500 (274,879) 337,621
(1) IFRS
@
©)
95 PBB

Rol

503
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2016
219 5,810 57,917 - 2,508 63 66,517 (5,188) 61,329
- 12,860 16,598 3,330 1 145,503 73,813 252,105 (149,894) 102,211
- 28,364 29,941 9,502 435 87,672 5,290 161,204 (91,391) 69,813
- — 151,532 - - - 8 151,540 - 151,540
- - 13,780 - - 39 - 13,819 - 13,819
- 33,104 148 27 1,132 13 34,424 1,111) 33,313
- 4,222 - - 74 35 4,331 @779) 3,552
43 9,571 198 12 2,003 18 11,845 (1,083) 10,762
- 12,177 - - 3 - 12,180 ®) 12,177
- 12,745 7 - 662 2 13,416 (1,610) 11,806
- 6,411 28 - 1,042 - 7,481 (768) 6,713
- 11,471 17 - 685 11 12,184 (648) 11,536
- 6,019 6 - 50 - 6,075 (181) 5,894
193 3,934 159 - 3,776 15 8,077 (1,603) 6,474
65 18,634 360 27 1,289 70 20,445 (2,324) 18,121
41,744 335,949 71,672 502 246,438 79,338 775,643 (256,583) 519,060
- 2,153 - - 1,306 32 3,491 (698) 2,793
41,744 338,102 71,672 502 247,744 79,370 779,134 (257,281) 521,853
- (4,396) 20) 57) - - (4,473) n/a (4,473)
41,744 333,706 71,652 445 247,744 79,370 774,661 (257,281) 517,380
- 7,922 - - 15 62 7,999 - 7,999
41,744 341,628 71,652 445 247,759 79,432 782,660 (257,281) 525,379
2015
362 6,670 66,535 - 3,286 126 76,979 (6,346) 70,633
- 11,098 17,188 2,215 40 169,403 78,999 278,943 177,778) 101,165
- 28,094 31,375 10,539 712 78,168 3,750 152,638 (84,992) 67,646
- — 137,465 - - - - 137,465 - 137,465
- - 15,120 - - 33 - 15,153 - 15,153
- 35,720 124 47 1,336 - 37,227 (1,084) 36,143
- 4,411 - 3 240 - 4,654 (932) 3,722
184 9,645 128 160 1,931 94 12,142 (1,593) 10,549
- 11,435 1 - 10 - 11,446 0) 11,444
- 12,000 156 31 570 10 12,767 (1,329) 11,438
- 8,804 87 2 1,362 - 10,255 (873) 9,382
- 10,959 4 6 641 7 11,617 (690) 10,927
- 5,363 11 - 81 5 5,460 (232) 5,228
- 3,392 47 19 3,267 - 6,725 (1,689) 5,036
72 19,679 237 111 1,480 97 21,676 (2,957) 18,719
39,810 329,226 80,084 1,131 261,808 83,088 795,147 (280,497) 514,650
- 2,815 - - 1,275 19 4,109 (393) 3,716
39,810 332,041 80,084 1,131 263,083 83,107 799,256 (280,890) 518,366
- (7,052) ') (62) - - 7,171) n/a (7,171)
39,810 324,989 80,027 1,069 263,083 83,107 792,085 (280,890) 511,195
67 2,281 419 24 30 535 3,356 - 3,356
39,877 327,270 80,446 1,093 263,113 83,642 795,441 (280,890) 514,551
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- 4,364 52,793 - 2,507 49 59,713 (3,834) 55,879
- 8,847 12,019 2,795 1 145,429 70,615 239,706 (149,870) 89,836
- 21,117 26,025 8,801 299 87,393 4,202 147,837 (90,033) 57,804
- - 29,046 - - - - 29,046 - 29,046
- - 3,082 - - - - 3,082 - 3,082
- 18,044 148 - 899 13 19,104 (859) 18,245
- 1,706 - - 71 - 1,777 (130) 1,647
43 4,156 198 1 1,906 17 6,321 (827) 5,494
- 98 - - 3 - 101 ®) 98
- 4,550 7 - 627 2 5,186 (684) 4,502
- 4,591 28 - 1,031 - 5,650 (575) 5,075
- 4,601 17 - 490 9 5,117 (201) 4,916
- 2,576 6 - 33 - 2,615 112) 2,503
193 3,089 159 - 3,719 15 7,175 (1,348) 5,827
55 7,252 332 20 1,224 8 8,891 (1,043) 7,848
30,255 125,199 65,284 321 245,332 74,930 541,321 (249,519) 291,802
- 45,274 2,405 - 6,144 392 54,215 (2,961) 51,254
30,255 170,473 67,689 321 251,476 75,322 595,536 (252,480) 343,056
- (1,519) (20) (23) - - (1,562) n/a (1,562)
30,255 168,954 67,669 298 251,476 75,322 593,974 (252,480) 341,494
2015
- 4,994 60,982 - 3,284 20 69,280 (5,152) 64,128
- 8,724 12,536 1,880 40 169,354 76,904 269,438 Q77,777) 91,661
- 17,956 25,128 9,341 583 77,923 2,441 133,372 (83,411) 49,961
- - 30,697 - - - - 30,697 - 30,697
- - 3,373 - - - - 3,373 - 3,373
- 17,921 124 18 1,078 - 19,141 (807) 18,334
- 1,766 - 2 238 - 2,006 (111) 1,895
184 4,346 128 157 1,897 73 6,785 (1,196) 5,589
- 103 1 - 10 - 114 0 112
- 3,984 156 31 550 5 4,726 (668) 4,058
- 6,842 87 2 1,351 - 8,282 (635) 7,647
- 4,761 4 2 470 7 5,244 (205) 5,039
- 2,331 11 - 63 5 2,410 (114) 2,296
- 2,623 47 19 3,215 - 5,904 (1,443) 4,461
47 7,836 190 100 1,442 77 9,692 (1,395) 8,297
26,911 129,241 72,951 954 260,875 79,532 570,464 (272,916) 297,548
- 52,374 3,708 - 4,726 425 61,233 (1,963) 59,270
26,911 181,615 76,659 954 265,601 79,957 631,697 (274,879) 356,818
- (1,524) ) (23) - - (1,604) n/a (1,604)
26,911 180,091 76,602 931 265,601 79,957 630,093 (274,879) 355,214

IFRS
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AQ
S&P
S&P S&P
S&P
S&P
AQ1 0 0.034 AAA  AA
AQ2 0.034 0.048 AA-
AQ3 0.048 0.095 A+ A
AQ4 0.095 0.381 BBB+ BBB-
AQ5 0.381 1.076 BB+ BB
AQ6 1.076 2.153 BB- B+
AQ7 2.153 6.089 B+ B
AQ8 6.089 17.222 B- CCC+
AQ9 17.222 100 ccC C
AQ10 100 D
S&P
S&P
S&P S&P
S&P
AQL AQ2 AQ3 AQ4 AQ5 AQ6 AQ7 AQ8 AQ9
2016
73.7 - 0.1 - - - - - - - 73.8
- 4.7 - - 6.4 0.6 0.4 0.4 - 0.4 - 12.9
) 0.8 - 1.2 4.4 0.2 - . - - - 6.6
- 6.1 - 2.7 0.8 0.2 0.1 - - 0.1 1.0 11.0
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- 11.6 - 3.9 11.6 1.0 0.5 0.4 - 0.5 - 1.0 - - - 30.5
- 23.2 0.2 0.5 4.4 0.6 — — - — — - — — — 28.9
8.0 0.4 1.0 7.3 0.2 - - - - — — - — — 16.9
- 23.4 12.3 35.7 106.5 53.0 27.9 19.1 4.4 4.1 1.0 1.1 6.3 8.8 4.4 299.2
- 54.6 12.9 37.2 118.2 53.8 27.9 19.1 4.4 4.1 1.0 1.1 6.3 8.8 4.4 345.0
3.8 0.2 0.2 0.9 0.1 - 0.2 - - 0.1 0.1 - - - 5.6
37.8 1.4 25.9 168.6 9.3 1.1 2.3 - - - 1.3 - - - 247.7
22.9 7.7 15.2 42.8 26.7 11.4 10.7 0.5 0.1 0.6 - - - - 138.6
0.7 0.4 0.9 3.1 1.5 0.7 0.4 0.1 - 0.1 - - - - 7.9
205.1 22.6 83.4 345.2 92.4 41.6 33.1 5.0 4.7 1.8 3.5 6.3 8.8 (4.4 849.1
7.9
857.0
24.2 2.7 9.8 40.7 10.9 4.9 3.9 0.6 0.5 0.2 0.4 0.7 1.0 (0.5) 100
2015
76.9 - 2.1 — — - — - - — — - _ — 79.0
- 0.3 0.6 3.5 4.8 1.3 0.4 0.2 - - - - - — — 11.1
3.6 4.6 1.4 1.2 0.2 - - — — — - — — — 11.0
- 2.0 0.6 2.7 0.1 0.3 0.1 0.1 - 0.1 - 1.6 0.1 - - 7.7
- 5.9 5.8 7.6 6.1 1.8 0.5 0.3 — 0.1 — 1.6 0.1 — — 29.8
- 21.9 0.4 1.5 3.1 1.7 0.1 — — - — — - — — 28.7
9.2 1.1 3.6 3.0 0.2 0.1 — — — — — — — — 17.2
- 22.9 12.0 28.7 105.5 51.2 29.2 20.2 4.1 2.6 1.1 1.2 6.7 10.7 (7.1) 289.0
- 54.0 13.5 33.8 111.6 53.1 29.4 20.2 4.1 2.6 1.1 1.2 6.7 10.7 (7.1 334.9
2.3 0.1 0.1 0.6 — — — — — — — 1.0 — — 4.1
41.4 65.6 88.9 57.5 6.2 1.1 0.8 — 0.2 0.1 1.3 — — — 263.1
24.1 6.9 20.1 41.7 27.6 8.7 7.0 0.6 0.2 0.5 - - - - 137.4
0.8 1.3 1.8 4.4 1.9 0.6 0.9 0.1 0.1 0.1 0.7 - - - 12.7
205.4 93.2 154.4 221.9 90.6 40.3 29.2 4.8 3.2 1.8 4.8 7.8 10.7 (7.1) 861.0
2.9
863.9
23.8 10.8 17.9 25.8 10.5 4.7 3.4 0.6 0.4 0.2 0.6 0.9 1.2 (0.8) 100
AQL AQ2 AQ3 AQ4 AQ5 AQ6 AQ7 AQ8 AQ9 AQ10
2016
70.6 - - - - - - - - - - - - - 70.6
- 1.0 - - 6.1 0.6 0.4 0.4 - 0.3 - - - — — 8.8
0.9 - 1.2 4.4 0.2 - - - - - — - - _ 6.7
- 4.8 - - 0.2 0.2 0.1 - - - - 18.2 - - - 23.5
- 6.7 — 1.2 10.7 1.0 0.5 0.4 — 0.3 — 18.2 — — — 39.0
- 18.6 - 0.5 2.1 0.2 - - - - - - — — — 21.4
8.0 0.4 1.0 7.3 0.2 — — - — — - — — — 16.9
- 10.1 4.0 11.0 31.6 16.8 8.3 5.2 1.3 2.3 0.4 27.2 1.7 3.5 (1.5) 121.9
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- 36.7 4.4 12.5 41.0 17.2 8.3 5.2 1.3 2.3 0.4 27.2 1.7 3.5 (1.5) 160.2
3.0 0.1 0.2 0.9 0.1 - - - - - 0.4 - - - 4.7
37.6 1.2 25.8 168.5 9.1 1.0 2.2 - - - 6.1 - - - 251.5
13.8 6.3 13.2 25.3 11.3 3.9 3.7 0.2 - 0.2 6.7 - - - 84.6
0.5 0.4 0.6 2.2 0.9 0.4 0.2 0.1 - - 0.2 - - - 5.5
168.9 12.4 53.5 248.6 39.6 14.1 11.7 1.6 2.6 0.6 58.8 1.7 3.5 (1.5) 616.1
27.3 2.0 8.7 40.4 6.4 2.3 1.9 0.3 0.4 0.1 9.5 0.3 0.6 0.2) 100

2015
74.9 - 2.0 — — - — - - — - - _ — 76.9
- 0.1 0.6 1.5 4.6 1.3 0.4 0.2 - - - - - - — 8.7
3.4 4.6 1.4 1.2 0.2 _ _ - - _ _ - - _ 10.8
- 0.5 0.2 0.3 0.2 0.2 0.1 0.1 - 0.1 - 24.1 0.1 - - 25.9
- 4.0 5.4 3.2 6.0 1.7 0.5 0.3 — 0.1 — 24.1 0.1 — — 45.4
- 15.1 — 1.3 1.2 0.5 0.1 — - — - - - - - 18.2
9.2 1.1 3.6 3.0 0.2 0.1 - - - - - - - - 17.2
- 10.2 5.4 8.9 35.9 18.4 7.1 6.0 1.2 0.4 0.4 28.3 2.7 2.8 (1.5) 126.2
- 34.5 6.5 13.8 40.1 19.1 7.3 6.0 1.2 0.4 0.4 28.3 2.7 2.8 (1.5) 161.6
1.4 0.1 0.1 0.1 — — — — — — 0.4 1.0 — — 3.1
41.0 65.5 88.9 57.4 6.1 1.0 0.7 — 0.2 0.1 4.7 — — — 265.6
14.3 5.1 17.5 25.9 13.5 2.9 2.9 0.2 0.2 0.2 5.9 - - - 88.6
0.8 1.0 1.4 3.5 1.4 0.3 0.6 0.1 - 0.1 0.7 - - - 9.9
170.9 83.6 126.9 133.0 41.8 12.0 10.5 1.5 0.9 0.8 64.1 3.8 2.8 (1.5) 651.1
26.5 12.8 19.5 20.4 6.4 1.8 1.6 0.2 0.1 0.1 9.8 0.6 0.4 0.2) 100

REIL
REIL 90
90
90
REIL
/
REIL REIL ( )

2016
PBB 495 133,399 1,992 1,292 1.5 65 1.0 83 453
Rol 2,418 20,130 3,513 1,200 17.5 34 6.0 (112) 2,057
582 101,824 2,026 874 2.0 43 0.9 213 578
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111 12,188 105 31 0.9 30 0.3 (©)] 3
3,313 17,419 — 1 — — — _ _
3,936 13,341 2,197 753 16.5 34 5.6 301 478
Wes - 20,791 380 245 1.8 64 1.2 42 68
5,743 259 — — — — — _ 22
16,598 319,351 10,213 4,396 3.2 43 1.4 524 3,659
1,037 1,116 - — - — — _ _
31 7,902 29 11 0.4 38 0.1 2 6
17,666 328,369 10,242 4,407 3.1 43 1.3 526 3,665
2015
PBB 903 121,552 2,682 1,847 2.2 69 1.5 (6) 695
Rol 1,971 18,584 3,503 1,911 18.8 55 10.3 (142) 168
665 92,002 1,911 749 2.1 39 0.8 69 263
54 11,230 115 37 1.0 32 0.3 13 7
5,696 16,076 - 1 - nm - @ -
5,949 24,484 3,271 2,200 13.4 67 9.0 (775) 7,675
W&G — 20,291 461 275 2.3 60 1.4 15 110
1,950 7,819 92 32 1.2 35 0.4 (€)) 32
17,188 312,038 12,035 7,052 3.9 59 2.3 (834) 8,950
1,557 1,258 - — - — — _ _
642 1,659 20 20 1.2 100 1.2 - —
19,387 314,955 12,055 7,072 3.8 59 2.2 (834) 8,950
134 PBB
PBB 122 2016 114
97
Rol 15
10
132 46
GTS 23 18
REIL 18 27 102 44
2016 Rol SME
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REIL 10
526
2015 90 37
2015 62 2016 15
Rol
REIL
REIL /
REIL « )
2016

5,810 1 1 - 100 - 1 2
29,941 54 49 0.2 91 0.2 - 15
- [6H) 151,532 4,081 1,014 2.7 25 0.7 221 290
- 13,780 1,107 899 8.0 81 6.5 138 395
33,104 1,366 487 4.1 36 1.5 @a72) 1,457
4,222 264 137 6.3 52 3.2 8 153
24,675 1,403 510 5.7 36 2.1 (185) 1,480
9,571 150 81 1.6 54 0.8 7 85
12,177 139 79 1.1 57 0.6 8 12
12,745 272 171 2.1 63 1.3 38 169
6,411 1,379 419 21.5 30 6.5 419 300
11,471 381 129 3.3 34 1.1 9 75
6,019 211 107 3.5 51 1.8 13 116
3,934 95 50 2.4 53 1.3 - 2
18,634 713 377 3.8 53 2.0 51 588
- - 396 - - - 17) -
319,351 10,213 4,396 3.2 43 1.4 524 3,659
1,116 - - - - - _ _
7,902 29 1 0.4 38 0.1 2 6
328,369 10,242 4,407 3.1 43 1.3 526 3,665
- [6H) 135,820 937 142 0.7 15 0.1 ) 3
- 13,497 1,056 853 7.8 81 6.3 132 361
36,340 1,540 536 4.2 35 1.5 (107) 676
23,790 1,320 425 5.5 32 1.8 (102) 600
112,173 3,117 1,291 2.8 41 1.2 662 627
- - 317 - - - 12 -
7,562 29 11 0.4 38 0.1 2 3
305,392 6,679 3,150 2.2 47 1.0 672 1,670
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- @ 15,372 3,144 872 20.5 28 5.7 226 287
- 256 51 46 19.9 90 18.0 5 11

980 84 83 8.6 99 8.5 (56) 930
879 77 77 8.8 100 8.8 (83) 876
3,711 239 133 6.4 56 3.6 (149) 665
- - 79 - - - (204) -
340 2 1 0.6 50 0.3 - 3
20,659 3,520 1,214 17.0 34 5.9 @178) 1,896
16,598 - - _ _ _ _ 1
1,037 - - - _ _ _ _
31 - - - - - - -
17,666 - _ _ _ _ _ 1
@
REIL
REIL /
REIL )
2015
6,670 1 1 - 100 - - -
31,375 76 57 0.2 75 0.2 ®) 165
- @ 137,465 3,634 1,002 2.6 28 0.7 82) 171
- 15,120 1,311 1,131 8.7 86 7.5 122 513
35,720 3,482 1,990 9.7 57 5.6 (555) 5,999
4,411 357 269 8.1 75 6.1 4 313
27,454 3,560 2,054 13.0 58 7.5 (807) 6,151
9,645 255 148 2.6 58 1.5 3 140
11,435 107 79 0.9 74 0.7 ®) 37
12,000 422 292 3.5 69 2.4 7 325
8,804 559 254 6.3 45 2.9 114 370
10,959 394 190 3.6 48 1.7 15 171
5,363 336 201 6.3 60 3.7 1 346
3,392 91 46 2.7 51 1.4 11 27
19,679 1,010 810 5.1 80 4.1 @7 340
- - 582 - - - 402) -
312,038 12,035 7,052 3.9 59 2.3 (830) 8,917
1,258 - - _ _ _ _ _
1,659 20 20 1.2 100 1.2 - -
314,955 12,055 7,072 3.8 59 2.2 (830) 8,917
- @ 123,653 1,083 158 0.9 15 0.1 17 36
- 14,348 1,262 1,085 8.8 86 7.6 126 501
38,005 2,814 1,282 7.4 46 3.4 28 2,773
25,676 2,568 1,107 10.0 43 4.3 (118) 2,575
109,717 2,194 1,180 2.0 54 1.1 125 800
_ - 330 - - - (300) -
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285,723 7,353 4,035 2.6 55 1.4 (O 4,110
- [€)) 13,776 2,550 844 18.5 33 6.1 (101) 135
772 49 45 6.3 92 5.8 ) 12
1,993 1,008 966 50.6 9 48.5 (593) 3,539
1,628 974 935 59.8 96 57.4 (688) 3,576
6,914 949 836 13.7 88 12.1 - 1,014
_ _ 252 - - - (102) -
23,455 4,556 2,943 19.4 65 12.5 (801) 4,700
17,188 1 1 - 100 - [0 33
1,557 - - - — _ _ _
642 - — - - — - —
19,387 1 1 - 100 - [0)) 33
@
REIL
2016 2015
PBB Rol Wes
2,682 3,503 1,911 115 3,271 461 112 12,055 28,052
187) 1,404 554 - (1,685) (28) (58) - -
- 556 6 - 440 - 5 1,007 (836)
877 1,327 1,182 25 1,665 193 18 5,287 4,249
REIL
(155) - 14 ®) - (20) 1 (166) (222)
(290) (454) (164) - 0) (39) ®) (959) (1,120)
482) (766) (900) (26) (1,011) (119) (13) (3,317) (8,938)
(453) (2,057) (577) ®) 479) (68) (28) (3,665) (9,130)
12 31 1,992 3,513 2,026 105 2,197 380 29 10,242 12,055
2016 2015
- 5,557 6,091
- 3,240 4,677
8,797 10,768
90
- 1,122 1,262
- 323 25
1,445 1,287
3) 10,242 12,055
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(1) REIL
@ D
15
®3) 29 2015 55
2016 2015
PBB Rol WG
1,847 1,911 749 37 1 2,200 275 52 7,072 17,940
(173) 1,257 443 — — (1,527) — — — —
- 214 29 _ — 245 _ 14) 474 (559)
— — - — — — — — - (554)
(453) (2,057) (577) ®) - (479) (68) (28)  (3.665) (9,130)
28 24 28 1 - 31 1 - 113 250
/
« ) 83 (112) 214 ®3) — 301 42 [6H) 524 (835)
_ _ — — — — — 2 2 104
(40) @7 12) (€)) - (18) ) - (113) (144)
12 31 1,292 1,200 874 31 1 753 245 11 4,407 7,072
2016 2015
-29 3,823 4,150
30-59 747 769
60-89 509 530
90 1,434 1,287
6,513 6,736
49 —
6,562 6,736
3,554 3,437
1,006 1,341
91 187
1,862 1,771
6,513 6,736
49 —
6,562 6,736
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IFRS
ABS
ABS
2016
HFT 2,615 4,133 14,087 818 2,299 549 24,501 886
AFS 10,581 6,953 15,137 1,748 3,990 5 38,414 2,263
- - - - 3,774 194 3,968 3,814
4,769 - - - - - 4,769 -
17,965 11,086 29,224 2,566 10,063 748 71,652 6,963
- - - - 386 - 386 -
HFT (2,644)  (4,989)  (13,345) (334) (640) (121)  (22,073) -
AFS 79 (66) 190 6 122 6) 325 1
768 56 503 8 93 2 1,430 75
(16) (123) (13) w 43) @ (198) (32)
12 (16) (123) (13) w (11) @) (166) 6
12 - - - - (32) - (32) (D)
2015
4,107 4,627 22,222 576 3,591 636 35,759 707
9,110 10,265 11,293 1,639 4,670 15 36,992 2,252
- - - - 2,221 144 2,365 2,222
4,911 - - - - - 4,911 -
18,128 14,892 33,515 2,215 10,482 795 80,027 5,181
14 94 122 162 21 6 419 139
18,142 14,986 33,637 2,377 10,503 801 80,446 5,320
_ _ - - 806 - 806 -
HFT (4,697) (3,347)  (11,796) (391) (410) (165)  (20,806) -
AFS 12 (78) 88 5 152 4 183 73
383 104 267 3 105 7 869 88
_ - 1 3 - - 4 2
383 104 268 6 105 7 873 90
©) (62) ©) (€] (33) (©)] (115) (16)
12 ©) (58) ® (€] an (©)] (95) -
12 - [O)) - - (16) - (20) (16)
(1) 2016
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ABS

2016
AAA - 11,478 1,610 6,024 36 19,148 3,993
MM AAH 17,965 11,086 5,507 377 720 34 35,689 244
A AA- - - 9,727 238 2,048 150 12,163 1,627
BBB-  A- - - 2,197 153 698 265 3,313 645
- - 315 69 458 31 873 381
- - - 119 115 232 466 73
17,965 11,086 29,224 2,566 10,063 748 71,652 6,963

2015
AAA - ~ 11,603 1,551 5,217 3 18,374 3,227
A AA+ 18,128 14,892 6,860 102 1,424 60 41,466 261
A AA- - - 8,737 420 1,881 147 11,185 335
BBB-  A- - - 5,973 79 845 24 7,111 363
- - 342 32 526 200 1,100 446
- - - 31 589 171 791 549
18,128 14,892 33,515 2,215 10,482 795 80,027 5,181
14 94 122 162 21 6 419 139
18,142 14,986 33,637 2,377 10,503 801 80,446 5,320
ABS

2016
AAA - ~ 10,449 1,524 5,686 3 17,695 3,909
A AA+ 17,965 7,626 4,844 52 334 34 30,855 244
A AA- - - 9,727 238 2,036 150 12,151 1,627
BBB-  A- - - 2,197 112 678 264 3,251 645
- - 315 69 437 31 852 373
- - - 119 114 227 460 73
17,965 7,626 27,532 2,114 9,285 742 65,264 6,871
- - - - 2,405 - 2,405 1,774
17,965 7,626 27,532 2,114 11,690 742 67,669 8,645

2015
AAA - ~ 10,964 1,540 4,850 3 17,357 3,227
A AAY 18,128 10,863 5,976 51 621 55 35,694 258
A AA- - - 8,736 153 1,881 136 10,906 335
BBB-  A- - - 5,973 73 820 198 7,064 363
- - 342 32 524 200 1,098 446
- - - 31 588 156 775 549
18,128 10,863 31,991 1,880 9,284 748 72,894 5,178
- - - - 3,708 - 3,708 3,069
18,128 10,863 31,991 1,880 12,992 748 76,602 8,247
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RMBS(L)
CMBS(1) CDO  CLO ABS
2016
AAA 654 - - - 23 3,316 3,993
AA  AA+ 52 155 - - 3 34 244
A AA- 460 2 - 22 33 1,110 1,627
BBB-  A- 84 - - 470 21 70 645
@) 182 1 8 15 121 54 381
@ 5 - - - 19 49 73
1,437 158 8 507 220 4,633 6,963
2015
AAA 266 749 2 - 77 2,133 3,227
AA AA+ 2 150 - 1 12 9% 261
A AA- 4 24 5 13 9 280 335
BBB-  A- 13 144 20 21 121 44 363
() 23 25 143 24 169 62 446
@) 10 - 1 470 25 43 549
318 1,092 171 529 413 2,658 5,181
_ _ - - - 139 139
318 1,092 171 529 413 2,797 5,320
(€]
@
(3) 2016
50
HFT
AFS
2016
HFT AFS/DFV(1)
HFT AFS
@ ()
- 91 - 91 - - - - - 91 -
- 7 11 18 - - 10 3 13 31 2
- 98 11 109 - - 10 3 13 122 2
1 4 11 16 ) - 223 6 229 245 22
- 1 2 3 - - 71 4 75 78 33
1 103 24 128 ®3) - 304 13 317 445 57
2015
35 236 330 601 () 5 443 20 468 1,069 275
_ _ _ - - - 24 - 24 24 20
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35 236 330 601 0)) 5 467 20 492 1,093 295
@ DFV 88 2015 71
83 2015 61 2015 10
@
(3) 2016
IFRS
2016 2015
17,970 170,100 158,438 19,766 205,564 194,740
4,450 75,323 77,080 3,697 54,789 57,946
42 682 557 66 908 839
24 333 274 18 547 740
22,486 246,438 236,349 23,547 261,808 254,265
mtm (197,081)  (197,081) (214,790)  (214,790)
(28,700) (20,412) (27,614) (25,729)
(8,435) (11,048) (7,535) (8,213)
12,222 7,808 11,869 5,533
1 15 9 2 30 28
12,237 7,817 11,899 5,561
32 1,306 1,228 34 1,275 1,283
CVA
CVA
CVA
2016 2015
FVA 930 745
CVA 599 752
333 304
607 619
2,469 2,420
FVA 2016 185
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CVA 153

29
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RBS ERF

SVaR

VaR
SVaR VaR SVaR
VaR
RNIV VaR SVaR

VaR

VaR 99 VaR
500
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VaR
VaR
99 VaRr
RBSSI
99 VaR
2016 2015
12.5 14.8 22.2 7.9 14.6 12.5 26.7 9.7
9.4 10.0 13.8 5.8 10.3 7.4 16.4 6.4
4.6 5.6 13.0 1.0 5.3 5.2 9.1 1.9
0.5 1.9 2.1 0.2 .6 0.8 .0 0.4
0.7 0.1 2.2 0.1 0.4 0.5 .2 0.2
€)) -3 ©-9
16.9 23.1 26.9 9.8 19.0 17.0 30.5 13.1
2016 2015
RBSSI
1.9 4.0 4.0 0.7 2.3 2.3 6.0 0.9
0.4 0.6 0.8 0.1 1.3 0.8 2.8 0.8
- - - - 0.2 - 0.4 -
0.2 0.3 0.5 - 0.3 - 0.5 0.1
(€)) (0.5) (1.9
2.0 4.4 4.5 0.7 1.3 1.2 3.2 0.6
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ooooooo
€Y
VaR VaR
VaR 2016 11
2016
2016 2016
VaR 2016 36
VaR 2016
EU
VaR
RBSSI
VaR 267 1.2 3.2
54 1.3 0.7
VaR SVaR
VaR SvVaR
SVaR VaR
2005 VaR 250
99 VaR SVaR
VaR
500 VaR
SVaR 10 99
SvVaR
SvVaR RBS
VaRk RNIV
RNIV VaR SvVaR

RNIV VaR
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RBS
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2005
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NTIRR
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RBS
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RBS ALCo ERF
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VaR
RBS
ERF
ALCo RBS
RBS RBS
Tier CET
RWA
RWA RBS
CET CET
RBS ALCo
RBS
RBS ADCo
ADCo RBS RBS
RBS RBS
RBS ALCo

VaR
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2016
VaR
99 VaR
2016 2015 (1)( )
21 39
63 31
_ 1
@ (23) (22)
61 49
(1) 2015 2016
(2) RBS
VaR
VaR
VaR 49 61
VaR
VaR
VaR
VaR 50
NTIRR
RBS
VaR NI
NI
VaR
NI 12
VaR 12
NI RBS
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OooooOodd
€H)
2016
1,327) - (1,327)
4,957 (583) 4,374
564 (440) 124
934 (506) 428
5,128 (1,529) 3,599
2015
359 0 352
5,234 (573) 4,661
797 (711) 86
1,035 (602) 433
7,425 (1,893) 5,532
[¢)) IFRS
2016 12 31 2015 12 31 19 36
RMBS EU
2016
2015
2015
RBS 2A
ICAAP
CRR 455 92 (3)c
CRR 352 (2)
2A

RWA
1CAAP
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OoOoOoOoOodno
€Y
(2016 12 31 )
( )(1) () ( )(1)
— 6,608,516,810 —
0.01 @ — 56,400,000 —
0.01 @ — — —
(1) 2006
2006
2010 28
) RBSG RBSG
(2016 12 31 )
)
6,608,516,810
56,400,000 €))
0.01
— €Y}
0.01
— €Y}
— €Y}
6,664,916,810 —
(€H) )

@
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Ogoooood
©))
() () ) ( ( ))
6,608,516,808
2011 12 31 6,608,516,808 (640,391 041 778)
o 1 6,608,516,809
2012 12 31 1] 6,608,516,809 (142)|  (940,391,941,921)
> 1 6,608,516,810
2013 12 31 1] 6,608,516,810 (142)|  (940,391,942,063)
6,608,516,810
2014 12 31 — | ©,608,516,810 | (940,391,942,063)
6,608,516,810
2015 12 31 — | 6,608,516,810 — (940,391,942, 063)
6,608,516,810
2016 12 31 — | 6.608,516,810 - (940,391,942,063)
1) 2012 10 RBSG
RBS N.V. EMEA
RBS 11 B.V. 706
(2) 2013 RBS N.V.
209
(@ 0.0
() () ( )) ( ( ))
592,000
2011 12 31 59,200,000 (65,771,200)
592,000
2012 12 31 — 59,200,000 - (65,771,200)
592,000
2013 12 31 — 59,200,000 — (65,771,200)
o) 8,500 583,500
2014 12 31 850,000 58,350,000 ( 944,350) (64,826,850)
583,500
2015 12 31 — 58,350,000 — (64,826,850)
> 19,500 564,000
2016 12 31 1,950,000 56,400,000 ( 2,166,450) (62,660,400)
(1) 2014 26 RBSG 0.01 850,000
(2) 2016 12 RBSG 0.01 1,950,000
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Ogoooood
(b) 0.01
() () ( ), ( ),

2011 12 31 500,000 (612;;’88)
2012 12 31 — 500,000 — (612:?,88)
2013 12 31 — 500,000 — (6123288)
2014 12 31 — 500,000 — (612:(5)88)
2015 12 31 — 500,000 — (612:288)
2016 12 31 @ 500,000 0 ( 6121288) (8)

(1) 2016 12 RBSG 0.01 500,000

©

() () ( (D)) ( ),

2001 @ 35 - ( 4,92?) -
2011 12 31 - (:)
2012 12 31 — — _ (:)
2013 12 31 — - _ (:)
2014 12 31 — — — (:)
2015 12 31 — - _ (:)
2016 12 31 — - _ (:)

(1) 2001 4.5 6.0

10.5 2001 45.5

45.5
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OOooOoOoOoo
@
) ) ( ) ( )
W . 126,350,000 _
2009 126,350,000 ( 17,979,605,000) )
2011 12 31 — -
)
2012 12 31 — — — _
(G
2013 12 31 — — — _
)
2014 12 31 — — — _
)
2015 12 31 — — — _
)
2016 12 31 — — — _
)
(1) 2009 RBSG 126,350,000
)
100
®)
2016 12 31
) ()
EH12 1HQ 6.608,516,810
100
0.01 56,400,000
1000
RBSG RBSG

2016
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@
11 27
2015 14 2015
1995 1997 1997
2003 2003 2011
2012 2015
1951
12 plc
LLC
2013 10
2013 10
2012 2013 UK
25
1957 Nz
16
2014 19
25 EMEA
20
1966
24
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ooooodo
2009
plc
1949
GRG
2016 16
CIB EDF
SGPS ASA
S.A.
SG SG
1958 HEC IEP
25
RPX
2011
LECG
AT
1961
10 27
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2014 10
34
1997
2014
RBC
RBC RBC
1953
2013 12
SG 1989
1995
UBS
EMEA 2005
UBS
UBS 2010 2013
1955
14
GRG
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ooooOoog
2010
plc
plc plc
PLC plc
CBE
1959
31 plC
plc
GRG
2010
KMPG
1999 2006 KPMG UK 2006 2010
KPMG 2005 2008
2013
2014
plc
1949
GRG
2011
KPMG
2000 2003
2010
ICI
DBE SThree
1949
23
GRG
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ooooOoog
2016 26
1986
10
1964
10
2017
FTSE 100
BZW CSFB CSFB
SG
1956 BG plc G4S plc
24
plc
plc
2017 21
1985 2016 KPMG 1997
KPMG
UK
2009 2015
1964
31
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OoOooOodd
2017 21
2001 2004
PLC 19
I
2006
2008
2009 10 2014
2016 11
2009
2008 2011
2017 4 10
1952
2005
2011
@
(2) 2016 2017
2017 21
@
RBSG RBS
RBS
RBSG
RBSG LLP
2017
2017
LTI 2016 2017 PRA
50 50
LTI
2017 2017

2017
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100 (1)

oOoOooodn

[ )

£ 1,000,000

£ 26,250(3)

£ 350,000

£ 1,000,000

£ 2,870,000

£ 800,000

£ 26,250

£ 280,000

£ 800,000

£ 2,305,000

@

@) 2017

LTI

®

2017

2016

2016
2,870,000

LTI

2017
2,376,250
LTI

RBS

121

EBA

2014

RBS
72,500

80,000

£ 750,000

£ 72,500
£ 80,000

£ 30,000

RemCo

GAC

BRC

SBC

£ 30,000

£ 60,000

GRG

BOC

£ 15,000
£ 30,000

CIB

£ 30,000

£ 15,000

CIB BOC

2016

2016

30,000

CIB

CIB BOC
CEO

2016

)

2015 2016

2015

1,000
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ooooooo
(€H) 1,000 1,000 800 800
® 113 149 26 26
350 350 280 280
(©) 2,463 2,499 1,906 1,906
n/a n/a n/a n/a
) 1,030 993 - _
3,493 3,492 1,906 1,906
() 100
® 26,250
74,621 11,801 2015
3 2,463,000 2,376,250
@) 2016 2014 2017
LTI 2016 12 31
2015 2016 2015
1,347,000
2014 LTI
TSR LLP
(100 )
25 25 82 20
TSR TSR
25 TSR 20 18
. 100 CET 13.4 - .
CET 12 61
59
100
13.4
25 8.7
El El GFS 6
GFS
(€D 42
() 7.7 62.5
CET
2013 69
100 75 88
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OooooOodd
BRC
2014 LTI
2014 LTI 2016 12 31
2017
RBS @ RBS 0}
82 305,064 244,052
TSR 0 305,064 _
88 305,064 268,457
0 305,064 -
42 512,509 £ 1,030,143
915,193
(€))
100
300
42 82 80
(2) RBS 2016 10 12 2.01
2015 2016 LTI
2016 12 31
LTI
2015 2016
25 25 100
TSR
TSR 25 TSR 20% 100%
CET CET
25 CET
100
25
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OoOoOoOoOodno
2016 LTI
( ) @ @
2016
2,680 1,187,207 2016 2018 12 31
100

2016 2,150 952,424

(€Y
268 2.2574
® 2020 2021
2016 2017 LTI
LTI 2017
2019 12 31
50
50
2017

100

25

RBS
25 RBS 25 100
TSR 25
TSR
TSR
2016
2017

TSR
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1

200
2
3 HSBC 100

BBVA BNP ING
4 13 50
25 TSR 20 100
25
Tier CET
CET
125 CET 13
12.5 56
25
NPS
NTS
GFS
7.5
NPS NTS
5
GFS

12.5
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OooooOodd
RBS
2017
2019
2016
2013 LTI
2016
RBS CFG
0} RBS ®) 0} CFG 3)
62 107,805 66,839 65,656 40,706
TSR 0 107,805 0 65,656 0

90 107,805 97,025 65,656 59,090

72 107,805 77,620 65,656 47,272

56 241,484 147,068

o 50 215,718 | £ 496,799 131,377 | $2,828,547
323,415 196,967
@) BRC
56 50
©))
100 300
1PO
3) RBS 2.303
21.53
2016
2016
RCR BOC  CIB BOC 2016
2016
2016 2016
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2016 2015 2016 2015 2016 2015

[©) 750 260 8 2 758 262
Noms &
Gov GAC RemCo BRC SBC RCR BOC CIB BOC GRG BOC 2016 2015 2016 2015 2016 2015
@
) 73 14 30 60 1 15 30 223 227 - - 223 227
(O] 46 12 58 _ — _ 58 -
73 14 30 30 147 143 - - 147 143
[©) 73 30 30 3 23 159 169 - - 159 169
) 73 14 30 18 30 5 15 25 210 305 - - 210 305
73 30 60 15 178 182 - _ 178 182
73 14 60 30 1 3 30 211 217 - - 211 217
[©) 73 30 60 2 3 15 9 192 223 - - 192 223
@ 68 20 88 - - _ 88 _
(€D) 2015 14 2015
@) HVRC
RBS
(©) 2016
CIB CEO
@ 2016 16 2016 26
Noms & Gov
GAC
RemCo
BRC
SBC
BOC RCR CIB GRG
RBSG
2016 2016 2016 2016 2016 12
31
( ) ( ) ( )
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OoOooOodnd
696,152 3.09 431,614 2.30 992,712 264,538
915,193 3.28 915,193 17/03/07
19/03/06
417,486 3.74 417,486
20/03/06
20/03/08
1,187,207 2.26 1,187,207
21/03/08
2,028,831 1,187,207 431,614 264,538 2,519,886
435,611 (@ 3.27 147,354 2.30 338,914 288,257 17/03/07
19/03/06
578,128 3.74 578,128
20/03/06
20/03/08
2,424 2.2 2,424
92, 6 92, 21/03/08
1,013,739 952,424 147,354 1,818,809
2016 2016 2016 2016 2016 12
31
«C «C > C D
18,797 3.09 18,797 2.30 43,233 —
@ 2014
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2016
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2002 404
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2016 12 31

2016 12 31
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(6)
2016 12 31
2016 24 LLP RBS 2016
2016 RBS
EY
@)
@
6.8 9.7 — — — — — —
9.2 13.1 — — — —
16.0 22.8 — — — —
(D) 2016 2016 2016 24
2015 2015 12 31
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oooooog
y®
— — — 7.0 10.0 —
— — — 9.5 13.5 —
— — — 16.5 23.5 —
(1) EY RBS 2016 2016 2016 12 31
RBS
RBS
2016 2015
(€))
RBS - 4.0
RBS
- RBSG 0.2 19.3
- ) 0.5 4.8
0.7 28.1
- 0.4
- 0.1
0.1 0.9
®3) 1.3 1.1
1.4 2.5
0.1 0.5
2.2 31.1
2016 2015
EY(4)
RBS 4.0 -
RBS
- RBSG 20.7 -
- ®) 4.0 _
28.7 —
4 -
(6) .2 _
.6 -
@ RBS 2016 2016 2016 24
2015 2015 2015 12 31
@ 2015 0.8 RBS
0.1 2015 2.5 0.2 2015
0.4 2015 1.1
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oooooog
(3) RBS 1.4 2015

1.1 0.1 2015 0.6

2015 0.4

@) EY 2016 2016 2016 12 31
) 1.1 RBS

2.2 0.7
(6) RBS 0.2
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2016 12 31

131

2017 30

142.30

IFRS

23

23 25 193
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oooooog
(2016 12 31 )
2016 2015 2014
10,994 15,644 11,563 16,454 12,612 17,947
(2,706) (3,851) (3,281) (4,669) (3,868) (5,504)
1 8,288 11,794 8,282 11,785 8,744 12,443
3,244 4,616 3,629 5,164 4,268 6,073
(800) (1,138) (804) (1,144) (839) (1,194)
863 1,228 912 1,298 1,150 1,636
« (90) (128) (263) (374) 6 9
618 879 183 260 1,075 1,530
2 3,835 5,457 3,657 5,204 5,660 8,054
12,123 17,251 11,939 16,989 14,404 20,497
(4,989) (7,099) (5,586) (7,949) (5,597) (7,965)
(1,361) (1,937) (1,802) (2,564) (2,044) (2,909)
(8,049)  (11,454) (6,127) (8,719) (4,324) (6,153)
(768) (1,093) (1,165) (1,658) (917) (1,305)
(159) (226) (1,331) (1,894) (523) (744)
3 (15,326)  (21,809)  (16,011) (22,784)  (13,405) (19,075)
/( ) «C Y
(3,203) (4,558) (4,072) (5,794) 999 1,422
/( ) 11 (529) (753) 838 1,192 1,329 1,891
« )/ (3,732) (5,311) (3,234) (4,602) 2,328 3,313
« ) 6 (1,148) (1,634) 52 74 (2,007) (2,856)
« Y (4,880) (6,944) (3.182) (4,528) 321 457
¢ D) (
) 19 117 166 1,596 2,271 (3,437) (4,891)
(4,763) (6,778) (1,586) (2,257) (3,116) (4,434)
4 6 320 455 57 81
23 33 44 63 61 87
(4,790) (6,816) (1,950) 2.775) (3,234) (4,602)
(4,763) (6,778) (1,586) (2,257) (3,116) (4,434)
137 236 121 136 14 106

171/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oooooog
2016 12 31
2016 2015 2014
(4,763) (6,778) (1,586) (2,257) (3,116) (4,434)
4 (1,041) (1,481) (73) (104) (1,849) (2,631)
288 410 306 435 314 447
(753) (1,072) 233 332 (1,535) (2,184)
(98) (139) 13 18 132 188
577 821 (740) (1,053) 1,412 2,009
764 1,087 (1,123) (1,598) 434 618
67 (124) 136 194 (401) (571)
1,156 1,645 1,714) (2,439) 1,577 2,244
¢ )X( ) 403 573 (1,481) (2,107) 42 60
(4,360) (6,204) (3,067) (4,364) (3,074) (4,374)
7 10 315 448 194 276
23 33 44 63 61 87
(4,390) (6,247) (3,426) (4,875) (3,329) (4,737)
(4,360) (6,204) (3,067) (4,364) (3,074) (4,374)
@ 117 2015 1,278 2014 3,489
137 236 121 136 14 106
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ooooOoog
(2016 12 31 )
2016 2015 2016 2015
8 73,813 105,036 78,999 112,416 70,615 100,485 76,904 109,434
8 1,037 1,476 1,557 2,216 18,152 25,830 24,091 34,281
8 29,458 41,919 28,285 40,250 20,866 29,692 21,259 30,252
8 30,495 43,394 29,842 42,465 39,018 55,523 45,350 64,533
8 1,116 1,588 1,258 1,790 27,122 38,595 28,283 40,247
8 343,839 489,283 333,699 474,854 133,069 189,357 133,369 189,784
8 344,955 490,871 334,957 476,644 160,191 227,952 161,652 230,031
27 18,107 25,766 20,224 28,779 15,206 21,638 16,484 23,457
53,545 76,195 59,803 85,100 52,463 74,655 60,118 85,548
13 71,652 101,961 80,027 113,878 67,669 96,293 76,602 109,005
14 445 633 1,069 1,521 298 424 931 1,325
15 — — — — 35,169 50,045 34,482 49,068
5,557 7,908 4,108 5,846 4,707 6,698 3,053 4,344
12 1,306 1,858 1,275 1,814 6,144 8,743 4,726 6,725
12 246,438 350,681 261,808 372,553 245,332 349,107 260,875 371,225
12 247,744 352,540 263,083 374,367 251,476 357,850 265,601 377,950
16 6,165 8,773 6,526 9,286 521 741 544 774
17 4,536 6,455 4,453 6,337 1,523 2,167 1,612 2,294
23 1,798 2,559 2,622 3,731 272 387 902 1,284
18 2,288 3,256 3,019 4,296 1,563 2,224 1,549 2,204
19 8,366 11,905 3,486 4,961 591 841 — —
797,814 1,135,289 812,191 1,155,748 633,613 901,631 669,182 952,246
8 2,117 3,012 3,999 5,691 107,177 152,513 116,343 165,556
8 38,436 54,694 38,095 54,209 32,111 45,694 30,877 43,938
8 40,553 57,707 42,094 59,900 139,288 198,207 147,220 209,494
8 18,528 26,365 5,021 7,145 31,664 45,058 16,867 24,002
8 357,537 508,775 369,053 525,162 110,554 157,318 121,907 173,474
8 376,065 535,140 374,074 532,307 142,218 202,376 138,774 197,475
8 20,362 28,975 25,804 36,719 18,881 26,868 23,361 33,243
3,641 5,181 3,383 4,814 2,774 3,947 2,363 3,363
20 22,076 31,414 20,808 29,610 17,590 25,031 17,593 25,035
12 1,228 1,747 1,283 1,826 5,036 7,166 3,528 5,020
12 236,349 336,325 254,265 361,819 235,862 335,632 253,844 361,220
12 237,577 338,072 255,548 363,645 240,898 342,798 257,372 366,240
21 11,840 16,848 7,220 10,274 4,884 6,950 1,847 2,628
22 6,129 8,722 6,850 9,748 3,269 4,652 3,829 5,449
4 321 457 3,764 5,356 65 92 112 159
23 525 747 729 1,037 — - - —
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8 11,212 15,955 18,502 26,328 11,212 15,955 18,485 26,304

8 8,303 11,815 8,528 12,135 6,658 9,474 7,049 10,031

24 19,515 27,770 27,030 38,464 17,870 25,429 25,534 36,335

19 23,391 33,285 2,980 4,241 — — - -

761,995 1,084,319 770,284 1,096,114 587,737 836,350 618,005 879,421

62 88 54 77 — — — —

25 35,757 50,882 41,853 59,557 45,876 65,282 51,177 72,825

35,819 50,970 41,907 59,634 45,876 65,282 51,177 72,825
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(359) (511) (70) (100) (409) (582) (328) (467) (44) (63) (323) (460)
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(902) (1,284)  (761) (1,083)  (810) (1,153) (508)  (723)  (338)  (481)  (273)  (388)
S 32 (976)  (1,389) 53 75 (2,947)  (4,194) (1,424) (2,026) (3,937) (5.602) (2,358) (3,355)
(5,398) (7,681) (5,704) (8,117) (4,910) (6,987) (4,495) (6,396) 2,456 3,495 8,437 12,006
— — — — 1,438 2,046 — — — — 833 1,185
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8 102 218
( )/
(317) — (850)
— — (775)
_ — 153
(200) — —
(@) 14 239 68
« Y (1,148) 52 (2,007)
[€)) 2015 20 2017
19 2020 17 2015
2016 12 31
@ RBS
2006 408
3,474 2015 1,075 2014 2,119
IAS 39 IAS 39
— — 73,813 — 73,813
288 — — 749 — 1,037
11,120 — — 1,740 — 12,860
@ 6,732 — — 9,866 — 16,598
— — — 1,116 — 1,116
26,587 — — 2,297 — 28,884
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Oooooodo
17,500 82 — 293,914 — 3,459 314,955
0 24,501 — 38,414 3,968 4,769 71,652
128 88 229 — — 445
— — 5,557 — 5,557
1,306 — 1,306
242,073 4,365 246,438
— 8,366 8,366
— — — — — 14,787 14,787
2016 12 31 330,235 170 4,365 38,643 393,020 4,769 3,459 23,153 797,814
— — — 78,999 — 78,999
886 — — 671 — 1,557
9,889 — — 1,209 — 11,098
@ 11,202 — — 5,985 — 17,187
— — — 1,258 — 1,258
28,712 — — — — 28,712
17,516 63 — 283,709 — 3,699 304,987
© 35,759 — 36,992 2,365 4,911 80,027
601 71 397 — — 1,069
_ — 4,108 4,108
1,275 — 1,275
258,258 3,550 261,808
3,486 3,486
— — — — — 16,620 16,620
2015 12 31 364,098 134 3,550 37,389 378,304 4,911 3,699 20,106 812,191

151
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ooooooo
507 — 1,610 2,117
4,125 — 1,114 5,239
®) 20,651 — 12,546 33,197
— — 18,528 18,528
23,186 — 3,910 27,096
&) 12,688 1,458 316,295 330,441
G) 1,614 4,487 14,261 20,362
_ — 3,641 3,641
22,076 — 22,076
1,228 — — 1,228
232,487 — 3,862 236,349
— — 11,212 11,212
— 383 7,920 8,303
23,391 23,391
— — 2,028 16,787 18,815
2016 12 31 318,562 6,328 3,862 393,065 40,178 761,995
190 — 3,809 3,999
9,657 — 609 10,266
®) 20,285 — 7,544 27,829
— — 5,021 5,021
25,570 — 1,542 27,112
%) 11,723 2,661 327,557 341,941
®) 3,881 5,873 16,050 25,804
— — 3,383 3,383
20,808 — 20,808
1,283 — — 1,283
251,693 — 2,572 254,265
— — 18,502 18,502
— 327 8,201 8,528
2,980 2,980
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ooOoooOoo
— — 1,886 16,677 18,563
2015 12 31 345,090 8,861 2,572 394,104 19,657 770,284
151
2016 2015
972 144 895 363
260 1,046 65 1,210
373 855 218 1,065
() 781 2015 830
) 91 92
®3) 295 2015 338
[0 155 2015
297
) 17,154 2015 24,860
3,208 2015 944
)/
2016 2015 2014
/
7 285 43
(182) (551) (236)
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ooooooo
IAS 39 IAS 39
— — — 70,615 — 70,615
906 — — 17,246 — 18,152
7,107 — — 1,740 — 8,847
@ 6,734 — — 5,285 — 12,019
2,062 — — 25,060 — 27,122
19,111 — — 2,297 — 21,408
17,042 82 — 94,492 — 45 111,661
0 20,503 — 36,655 5,742 4,769 67,669
121 — 177 — — 298
— — — — — 35,169 35,169
— — — 4,707 — 4,707
6,144 — 6,144
242,642 2,690 245,332
— — — — — 591 591
— — — — — 3,879 3,879
2016 12 31 322,372 82 2,690 36,832 227,184 4,769 45 39,639 633,613
— — — 76,904 — 76,904
3,838 — — 20,253 — 24,001
7,516 — — 1,208 — 8,724
@ 10,975 — — 1,560 — 12,535
2,954 — — 25,329 — 28,283
18,187 — — — — 18,187
17,341 63 — 97,734 — 44 115,182
0 30,811 — 35,220 5,660 4,011 76,602
599 — 332 — — 931
_ _ _ _ — 34,482 34,482
— — — 3,053 — 3,053
4,726 — 4,726
258,370 2,505 260,875
— — — — — 4,607 4,607
2015 12 31 355,317 63 2,505 35,552 231,701 4,911 44 39,089 669,182
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Ooooodo
154
1,328 — 105,849 107,177
2,381 — 1,114 3,495
®) 20,627 — 7,989 28,616
7,997 — 23,667 31,664
11,874 — 3,910 15,784
0 12,678 94 81,998 94,770
®) 1,614 4,487 12,780 18,881
— — 2,774 2,774
17,590 — — 17,590
5,036 — — 5,036
232,961 2,901 — 235,862
— — — 11,212 11,212
— 383 — 6,275 6,658
— — 1,276 6,942 8,218
2016 12 31 314,086 4,964 2,901 258,844 6,942 587,737
1,924 — 114,419 116,343
6,180 — 610 6,790
®) 20,253 — 3,834 24,087
4,686 — 12,181 16,867
18,591 — 1,542 20,133
0 11,703 284 89,787 101,774
) 3,881 5,202 14,278 23,361
— — 2,363 2,363
17,593 — 17,593
3,528 — 3,528
252,000 1,844 253,844
_ — — 18,485 18,485
— 327 — 6,722 7,049
— — 1,205 4,583 5,788
2015 12 31 340,339 5,813 1,844 265,426 4,583 618,005
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154
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ooOoooOoo
2016 2015
— 656 17,496 — 2,409 21,682
972 399 25,751 895 4 27,384
260 1,046 4,838 65 1,210 3,451
— 2,108 105,069 — 11,496 104,847
18,528 — 13,136 5,021 — 11,846
373 855 3,808 218 1,065 2,245
[€)) 271 2015 216
@ 91 92
®3) 165 2015 192
[0 17 2015 29
®) 15,673 2015 22,418
3,208 2015 943
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Ooooood
IFRS
IFRS
IFRS

2016
294,275  (51,080) 243,195 (197,778)  (28,700)  (8,435) 8,282 4,549 247,744
69,762  (31,728) 38,034 (1,052) —  (36,895) 87 3,710 41,744
600 (600) — — — — — 316,071 316,071
1,711 (1,529) 182 — — — 182 5,375 5,557
366,348  (84,937) 281,411 (198,830)  (28,700)  (45,330) 8,551 329,705 611,116
285,121  (50,574) 234,547 (197,778)  (20,412)  (11,048) 5,309 3,030 237,577
61,742  (31,728) 30,014 (1,052) —  (28,960) 2 2,321 32,335
1,106 (1,106) — — — — — 348,969 348,969
1,677 (1,529) 148 — — — 148 3,493 3,641
349,646  (84,937) 264,709 (198,830)  (20,412)  (40,008) 5,459 357,813 622,522

2015

381,673  (123,662) 258,011 (215,183)  (27,614)  (7,535) 7,679 5,072 263,083
74,171 (34,361) 39,810 (2,500) —  (37,185) 125 — 39,810
2,955 (2,955) — — — — — 306,245 306,245
1,271 (1,225) 46 (26) — — 20 4,062 4,108

460,070  (162,203) 297,867 (217,709)  (27,614)  (44,720) 7,824 315,379 613,246

369,416  (118,366) 251,050 (215,183)  (25,729)  (8,213) 1,925 4,498 255,548
71,739 (34,361) 37,378 (2,500) —  (34,878) — — 37,378
8,251 (8,251) — — — — — 346,962 346,962
1,872 (1,225) 647 (26) — — 621 2,736 3,383

451,278 (162,203) 289,075 (217,709)  (25,729)  (43,091) 2,546 354,196 643,271
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Ooooood
IFRS
IFRS

2016
299,268  (51,080) 248,188 (199,906)  (28,666)  (8,338) 11,278 3,288 251,476
43,797  (17,253) 26,544 (439) —  (26,103) 2 3,711 30,255
600 (600) — — — — — 138,783 138,783
206 @4) 182 — — — 182 4,525 4,707
343,871  (68,957) 274,914 (200,345)  (28,666) (34,441) 11,462 150,307 425,221
288,842  (50,574) 238,268 (199,906)  (20,404)  (11,048) 6,910 2,630 240,898
34,210  (17,253) 16,957 (439) —  (16,518) — 2,322 19,279
1,106 (1,106) — — — — — 126,434 126,434
28 @4 4 — — — 4 2,770 2,774
324,186 (68,957) 255,229 (200,345)  (20,404)  (27,566) 6,914 134,156 389,385

2015

385,285  (123,662) 261,623 (216,601)  (27,595)  (7,464) 9,963 3,978 265,601
47,285  (20,374) 26,911 (2,051) —  (24,860) — — 26,011
2,955 (2,955) — — — — — 143,465 143,465
188 (168) 20 — — — 20 3,033 3,053

435,713 (147,159) 288,554 (218,652)  (27,595) (32,324) 9,983 150,476 439,030

371,569  (118,366) 253,203 (216,601)  (25,729)  (8,212) 2,661 4,169 257,372
47,297  (20,374) 26,923 (2,051) —  (24,872) — — 26,923
8,251 (8,251) — — — — — 118,641 118,641
193 (168) 25 — — — 25 2,338 2,363

427,310  (147,159) 280,151 (218,652)  (25,729) (33,084) 2,686 125,148 405,299
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ooooogd
2008 2009 HFT
LAR HFT AFS

2016

HFT AR 1,165 1,078 244 — 274 30

HFT  AFS ) 32 32 9 — 16 7
1,197 1,110 253 — 290 37

2015

HFT  LAR 1,002 877 19) (15) 4 38

HFT  AFS ) 21 21 — — 2 2
1,023 898 19) (15) 6 40

2016 2015
HFT  LAR 1,165 1,078 1,002 877
HFT  AFS ) 32 32 21 21
1,197 1,110 1,023 898
@ 2015 AFS
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RBS
RBS
IPV
1PV
1PV IFRS 13
1PV
1PV
1PV
1PV
RBS
prudential valuation
IFRS 13
1PV
1PV
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LIBOR
oIS

1PV
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1PV

1PV

100

CVA
CVA
CVA CVA

CVA

CVA
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IFRS 13
OIS
FVA
FVA
CVA
2016 12 31 71 2015 80
27 2015 16 47 2015 21
11 2015
IFRS

DVA
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CVA

FVA DVA FVA
DVA
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oooooog
DFV OCA
(@)
DFV
2016 (6) (40) 5 74 79
2015 29) 147 (100) 10 (90)
2016 4.5 6.1 6.5
2015 5.9 9.8 10.1
@
@
(©)
OCA
2016 12 31 62 2015
2016 12 31 2015 12 31
2016 12 31 125 2015 12
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OooooOodd
2016 2015
5) ®)
( (
) )
61.7 0.6 62.3 50 (50) — 67.9 0.3 68.2 50 40)
53.8 8.3 0.8 62.9 70 20) 60.3 11.6 0.9 72.8 30 20)
AFS 35.1 3.2 0.1 38.4 20 10) 32.3 4.4 0.3 37.0 10 (10)
0.1 0.1 0.2 0.4 20 (30) 0.6 — 0.5 1.1 50 30)
AFS — 0.2 0.2 10 20) — — 0.4 0.4 40 20)
245.0 2.8 247.8 210 (210) — 261.1 2.0 263.1 380 (390)
53.9 315.1 4.4 373.4 350 (310) 60.9 340.6 3.7 405.2 510 (480)
14.4% 84.4% 1.2% 100% 15.0% 84.1% 0.9% 100%
62.3 0.3 62.6 — 10) — 69.7 0.4 70.1 — (10)
5.5 0.6 6.1 40 40) — 9.3 0.5 9.8 30 —
19.7 2.4 — 22.1 — — 18.6 2.2 — 20.8 — —
235.6 2.0 237.6 120 (120) — 253.8 1.7 255.5 260 (270)
0.4 — 0.4 — — — 0.3 — 0.3 — —
19.7 306.2 2.9 328.8 160 (170) 18.6 335.3 2.6 356.5 290 (280)
6.0 93.1% 0.9% 100% 5.2% 94.1% 0.7% 100%
@ 610
(@
(b)
610 CLO
0TC
CDO
0TC
@
®
@
) RBS
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oOoOooodn

0.6

0%

156%|

0.8

0.01%

371.26%|

0.2

9%
80%

13%

120%

0.3

DCF

0
0.823%

25bps

1.863%

0.6

46.92%

151.98%

2.8

2.0

0.2

2.6

0.2

1.7

0.1

DCF

87bps
=27%
40%
-45%
30%
5%
-40%

925bps
-82%
78%
99%
78%
15%
99%
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EBITDA

RBS

0TC

1PV
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1PV 1PV

1PV 1PV

1PV

90

CVA FVA
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ooooooo
2016 2015

FVIPL Q)  AFS FVIPL  (2)  AFS
3,008 682 3,690 2,622 4,584 512 5,06 4,537
@ (135) ©) (144) 13) (961) — (961) (1,163)
— 76 76 — — 194 194 —
2,036 27 2,063 1,400 1,628 150 1,778 1,439
(928) (113) (1,041) (995) (655) 34 (689) (682)
3 — 3 35 1 — 1 36
1,300 42 1,342 521 557 7 564 40
(678) — (678) (596) (868) @17 (985) (1,573)
(604) (370) (974) @7) (1,288) 31 (1,319) @15)
48 7 55 56 10 1 11 3
12 31 4,050 342 4,392 2,943 3,008 682 3,690 2,622
162 — 162 49 (156) 3 (153) 470)
319 &) 315 35) 43) 12 (31) 10
Q) HFT 167 2015 22 10

2015 180 2016 2015

@)
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OoooooO
1 2 3 1 2 3
2016
73.8 70.6
0.8 11.5 11.5 — 3.2 8.3 0.3 24.0 24.9 — 6.3 18.6
300.8  299.3 — 0.9 298.4 121.8  119.5 —  14.7 104.8
8.7 8.8 50 0.3 3.5 10.5 10.7 5.0 1.4 4.3
5.6 4.7
4.4 109  11.1 — 7.1 4.0 3.8 111.1 111.8 — 241 877
285.7 53.0 53.1 — 109 422 77.9  31.7  32.0 — 5.4 2.6
4.3 14.7 — 102 4.5 12.8  13.5 — 102 3.3
3.6 2.8
@ 2.0 1.3
19.1  19.7 — 170 2.7 17.5  18.3 — 157 2.6
1 2 3 1 2 3
2015
79.0 76.9
0.8 7.0 7.0 — 35 3.5 0.2 22.8 23.0 — 7.4 156
288.7 281.9 — 1.3 280.6 123.1 119.6 —  19.9  99.7
7.3 72 50 1.0 1.2 10.6  10.5 5.0 2.9 2.6
4.1 3.1
4.7 7.3 7.3 — 4.0 3.3 476 71.2 T1.4 — 231 483
253.9  80.2  80.2 — 3.1 49.1 65.2 38.3 38.6 —  13.2 254
16.0  16.7 — 144 2.3 14.3  15.2 — 141 1.1
3.4 2.4
@ 1.9 1.2
26.7  271.7 —  16.4 11.3 25.2  26.4 —  15.2  11.2
@
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RBS

@

CIB

Q)
PBB Rol SME

Rol

lifetime tracker mortgage

236/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
2016 2015
12 12 12 12
73,813 — 73,813 78,999 — 78,999
30,405 90 30,495 29,649 193 29,842
113,087 231,868 344,955 112,136 222,821 334,957
18,664 52,988 71,652 27,318 52,709 80,027
— 445 445 — 1,069 1,069
5,557 — 5,557 4,108 — 4,108
61,898 185,846 247,744 41,625 221,458 263,083
34,004 6,549 40,553 41,558 536 42,094
371,811 4,254 376,065 368,386 5,688 374,074
5,853 14,509 20,362 7,913 17,891 25,804
5,004 20,713 25,717 6,186 18,005 24,191
60,931 176,646 237,577 42,856 212,692 255,548
1,072 18,443 19,515 322 26,708 27,030
2016 2015
12 12 12 12
70,615 — 70,615 76,904 — 76,904
34,045 4,973 39,018 35,011 10,339 45,350
77,645 82,546 160,191 76,278 85,374 161,652
18,521 49,148 67,669 24,806 51,796 76,602
— 298 298 — 931 931
4,707 - 4,707 3,053 - 3,053
61,975 189,501 251,476 41,950 223,651 265,601
119,183 20,105 139,288 128,250 18,970 147,220
136,554 5,664 142,218 131,342 7,432 138,774
5,853 13,028 18,881 7,908 15,453 23,361
3,608 16,756 20,364 4,476 15,480 19,956
61,549 179,349 240,898 43,015 214,357 257,372
1,055 16,815 17,870 307 25,227 25,534
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ooOoooOoo
20 20
20
3,186 2015 3,451
) 3,141 2015 3,403 )
0-3 3-12 1-3 3-5 5-10 10-20
2016
8,800 33 1,285 5,050 78 79
318,780 19,233 2,158 147 8 30
1,768 3,883 5,333 5,037 2,455 798
210 395 1,234 515 782 854
1,076 942 4,086 2,900 11,124 5,112
5,669 — — — — —
336,303 24,486 14,096 13,649 14,447 6,873
1,2 3,560 — — — _ _
®3) 134,259 — — — _ _
137,819 — — — — —
2015
10,758 781 1 1 232 194
328,245 6,360 1,744 322 8 22
3,568 3,112 5,126 6,153 4,435 332
142 271 597 408 632 701
478 1,089 5,353 7,587 11,956 6,011
5,269 — — — — —
348,460 11,613 12,821 14,471 17,263 7,260
1,2) 5,894 — — — — —
®3) 131,906 — — — — —
137,800 — — — — —
(D)
[®) 248 2015 680
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0-3 3-12 1-3 3-5 5-10 10-20
2016
92,629 3,154 6,214 10,902 3,510 79
88,953 16,125 2,298 905 1,245 392
1,748 3,823 5,190 4,914 2,211 203
170 325 970 394 557 593
1,048 878 3,933 2,462 10,861 4,559
4,050 — — — — —
188,598 24,305 18,605 19,577 18,384 5,826
1,2 2,322 — — — _ _
®3) 80,747 — — — — —
83,069 — — — — —
2015
97,019 3,794 6,212 5,842 5,034 2,819
94,519 3,319 1,502 1,606 2,040 1,275
3,532 3,013 4,611 5,978 3,192 231
111 212 458 298 428 483
453 1,032 5,226 7,453 11,418 5,547
3,568 — — — — —
199,202 11,370 18,009 21,177 22,112 10,355
1,2 4,534 — — — — —
@) 83,737 — — — — —
88,271 — — — — —
(D)
[®) 248 2015 680
(©)
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ooOoooOoo
11
2016 2015
2,609 3,861 582 7,052 17,404
®) — (€)) 11 (20)
238 222 33 493 (576)
(2,063) (1,602) — (3,665) (8,950)
71 42 — 113 172
/
— 523 218 17) 524 (835)
— 1 — 1 2 1
(30) (82) — (112) (144)
12 31 () 1,341 2,659 396 4,39 7,052
2016 2015
872 567 133 1,572 3,464
115 3 1 119 (52)
— — — — (48)
(532) (157) — (689) (1,726)
36 13 — 49 (234)
/ 540 19 @an 542 (253)
(20) (15) — (35) “n
12 31 () 1,011 430 117 1,558 1,572
o 2015
@
2016 2015 2014
/
524 (831) (1,308)
— O] (10)
524 (835) (1,318)
5 (©) 11)
529 (838) (1,329)
2015 2014

202
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oooooog
2016 2015 2014
243 310 402
122 124 141
365 434 543
75 98 145
38 46 101
113 144 246
2015
2014
2015 2014
2016 2015
@ — — — 1 1 —
0 8,779 4,000 4,779 10,748 6,469 4,279
8,779 4,000 4,779 10,749 6,470 4,279
2016 2015
33 9
21 31
1 2
55 42
2016 2015
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oooooog
@ — — — 1 1 —
®) 3,498 1,441 2,057 2,807 1,437 1,370
3,498 1,441 2,057 2,808 1,438 1,370
@
@ 3,559 2015 4,408
©) 2,879 2015 1,999
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2016 2015
2,282 35,875 34,044 1,965 22,908 22,407
833 22,214 25,296 762 18,372 21,813
670 17,486 —_ 484 13,706 —
682 — 18,109 495 — 13,943
11,532 139,596 127,890 12,541 174,884 162,784
1,414 31,457 — 1,373 31,309 —
1,371 — 31,324 1,334 — 32,526
3,667 63 36 4,543 390 317
42 682 557 66 909 844
24 371 321 18 605 914
247,744 237,577 263,083 255,548
2016 2015
255 373 65 218
1,051 855 1,210 1,065
2016 2015

1,199 2,440 1,261 1,647

3,079 1,419 2,231 917

21 — 11 —

66 3 47 8

246/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

oOoOooodn
2016 2015 2014

886 142 653
(864) (80) (690)
22 62 @37
(29) (23) (33)
©) 39 (70)

(D) 2016 2015 2014
2016 2015

2,290 35,991 34,192 1,973 23,015 22,492

839 22,353 25,759 768 18,880 21,835

670 17,473 — 484 13,669 —

682 — 18,123 495 — 13,933

11,598 143,125 130,487 12,624 176,812 164,456

1,414 31,429 — 1,375 31,282 —

1,372 — 31,331 1,335 — 32,536

3,662 63 36 4,540 390 317

44 682 557 66 909 844

24 360 413 20 644 959

251,476 240,898 265,601 257,372

2016 2015

/ 256 373 65 218
/ 1,050 855 1,210 1,065
/ 4,838 3,808 3,451 2,245
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6 — 13 1

1,084 1,868 1,197 1,198

1,562 1,031 1,278 644
21 — 11 —
17 2 6 1

2015 10 10 2015 20
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ABS(1)
2016
2,615 4,133 14,087 818 2,299 549 24,501 886
10,581 6,953 15,137 1,748 3,990 5 38,414 2,263
— — — — 3,774 194 3,968 3,814
4,769 — — — — — 4,769 —
17,965 11,086 29,224 2,566 10,063 748 71,652 6,963
768 56 503 8 93 2 1,430 75
(16) (123) (13) @ (43) @ (198) 32)
2015
4,107 4,627 22,222 576 3,591 636 35,759 707
9,110 10,265 11,293 1,639 4,670 15 36,992 2,252
— — — — 2,221 144 2,365 2,222
4,911 — — — — — 4,911 —
18,128 14,892 33,515 2,215 10,482 795 80,027 5,181
383 104 267 3 105 7 869 88
) (62) ©) @ 33 (©) (115) (16)
@ 2015
89 2015 30
19 2015
2015
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2016
2,615 673 14,087 721 1,858 548 20,502 878
10,581 6,953 13,445 1,393 4,284 — 36,656 2,179
— — — — 5,548 194 5,742 5,588
4,769 — — — — — 4,769 —
17,965 7,626 27,532 2,114 11,690 742 67,669 8,645
768 56 499 7 88 — 1,418 74
(16) (123) 12) )] (39) — (190) (32
2015
4,107 598 22,221 513 2,768 604 30,811 706
9,110 10,265 9,770 1,367 4,708 — 35,220 2,252
— — — — 5,516 144 5,660 5,289
4,911 — — — — — 4,911 —
18,128 10,863 31,991 1,880 12,992 748 76,602 8,247
383 104 266 3 101 — 857 88
) (62) ® @ (28) — 107) (16)
o 2015
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2016 2015
106 22 128 598 3 601
3 85 88 — 71 71
13 216 229 10 387 397
122 323 445 608 461 1,069
7 47 54 5 262 267
— @ @ — (6) (6)
2016 2015
106 15 121 597 2 599
7 170 177 6 326 332
113 185 298 603 328 931
4 42 46 3 248 251
59 2015 11
2015
2015 20

2015 15
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15
2016 2015
34,482 39,857
73 83
1,304 857
(152) (270)
53 (6,045)
(591) —
12 31 35,169 34,482
2017
2015 RBSG
12 31
@
2.3
RBS 2)
.4
@
@
(©) 440 Strand, London WC2R 0QS
®
42
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(€]
2016
9,826 2,210 12,036
(300) ) (305)
146 43 189
— 480 480
— (645) (645)
12 31 9,672 2,083 11,755
4,277 1,233 5,510
— (€] (€]
146 37 183
— (465) (465)
— 203 203
— 1 1
— 159 159
12 31 4,423 1,167 5,590
12 31 5,249 916 6,165
(€]
2015
10,061 2,994 13,055
— 5 5
(220) (156) (376)
(15) ® 24)
— 613 613
— (1,237) (1,237)
12 31 9,826 2,210 12,036
3,806 1,484 5,290
— (149) (149)
@7 (15) 42)
— (1,149) (1,149)
— 229 229
498 833 1,331
12 31 4,277 1,233 5,510
12 31 5,549 977 6,526
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2016
100 710 810
— 10 10
« ) — 3 3
— 470 470
— (433) (433)
12 31 100 760 860
15 251 266
— 10 10
« ) — 26 26
— (258) (258)
— 154 154
— 141 141
12 31 15 324 339
12 31 85 436 521
2015
100 1,292 1,392
— O O
« ) — 29 29
— 612 612
— (1,219) (1,219)
12 31 100 710 810
15 460 475
— ® ®)
«C — 42 42
— (1,131) (1,131)
— 158 158
— 725 725
12 31 15 251 266
12 31 85 459 544
12 31
CGU

CGU
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CGU
2016 12 31 oell
(ol oell]
2016 12 31
2015 RBSI 2016 12 31
2015 12 31 18
2015
(ol
36
2016 12 31
3.4 2.5 12.8 14.6 @.3) (1.5) .4
1.9 2.5 12.9 2.1 .2 (0.8) (0.8)
RBS ) 0.3 2.5 10.9 0.2 0.3) ©0.2) 0.1)
2015 12 31
3.3 4.5 12.0 10.7 2.6) 1.5) a.n
1.9 4.5 12.1 6.4 1.9 0.9) 1.2
RBS 0.3 4.5 10.2 1.2 (0.5) 0.3) 0.2)
(1) 2016 12 31 RBSIH
2016 159
2015 833 141
2015 725
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17
2016
906 2,524 177 1,248 2,268 1,556 8,679
— @2 ©) — (90) — (115)
138 91 3 71 109 25 437
— 46 — (46) — — —
103 208 5 79 279 228 902
@15) — - — — — (15)
(52) (136) (34) 207) (200) (496) (1,025)
12 31 1,080 2,711 148 1,245 2,366 1,313 8,863
— 1,069 88 750 1,643 676 4,226
- O] @ — (Y] — an
— 71 1 50 95 9 226
J— 9 J— (9) — — J—
— 71 — — 7 — 78
— (119) 22 (76) (152) (250) (619)
— 74 4 82 174 153 487
— — — — 6 — 6
12 31 — 1,171 69 797 1,702 588 4,327
12 31 1,080 1,540 79 448 664 725 4,536
2015
1,933 2,824 213 1,320 2,936 1,551 10,777
- ) - “n (25) — @3)
(101) 13 ) (O] 1 15 (78)
12 139 8 125 349 202 835
13 — — — - - 13
(951) (445) 42) (152) (993) (212) (2,795)
12 31 906 2,524 177 1,248 2,268 1,556 8,679
— 986 121 785 2,100 662 4,654
- ©) - @4 23 — (50)
— 7 11 — (©) 5 20
— 279 — — 93 — 372

257/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

Ooooood
— (262) 38) (103) (795) (144) (1,342)
— 61 (6) 92 264 153 564
— 1 — — 7 — 8
12 31 — 1,069 88 750 1,643 676 4,226
12 31 906 1,455 89 498 625 880 4,453
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2016
— 1,160 76 633 1,735 3,604
« ) (52) 197) — 5 (6) (250)
— 5 2 9 14 30
— 46 — (46) — —
52 189 2 60 205 508
— (96) 9) 1) (144) (320)
12 31 — 1,107 51 610 1,804 3,572
— 375 46 337 1,234 1,992
« — (©) — — ®) 14
— 5 1 9 14 29
_ 9 _ ) _ _
— 69 — — 7 76
— (92) (19) (39) (119) (269)
— 44 1 37 153 235
12 31 — 401 29 335 1,284 2,049
12 31 — 706 22 275 520 1,523
2015
— 1,314 76 628 2,483 4,501
— @ @ @ (©)) ©)
— 49 1 66 228 344
— (202) — (60) 972) (1,234)
12 31 — 1,160 76 633 1,735 3,604
— 409 44 335 1,737 2,525
— — 11 — ®) 8
— — — — 81 81
— (85) — 43) (803) (931)
— 51 ©) 45 222 309
12 31 — 375 46 337 1,234 1,992
12 31 — 785 30 296 501 1,612
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0000000
18
2016 2015 2016 2015
343 392 238 277
367 268 170 107
40 150 23 143
( 267 215 264 186
390 306 68 61
881 1,688 800 775
2,288 3,019 1,563 1,549
19
2017
RBSI
RBSI 2016 12
31
2015 10
2014 12 31
2015 10 2015 2015 10
2015 249 IFRS
1,001
@ /
2016 2015 2014
_ 1,433 2,204
— (144) (191)
— 1,289 2,013
— 615 1,043
— 1,904 3,056
— (1,181) (2,123)
— 723 933
— (103) 97)
— 620 736
— (212) (228)
— 408 508
/ — 10 (3,994)
— 1,159 —
— (130) —
_ 1,538 (3,486)
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2016 2015 2014
RBSI
275 212 214
(130) (130) 147)
145 82 67
@ (€] 8
143 81 75
(26) (23) (26)
RBSI 117 58 49
®
2016 2015 2014
(32) (58) 4,015
(12) () (4,196)
— 10 596
/ (16) (60) 145
©
2016 2015
62 535
31 709
7,891 1,639
— 443
15 30
304 —
38 19
25 111
8,366 3,486
1 32
23,272 2,805
9 28
— 7
109 108
23,391 2,980
2016 12 31 2017
RBSI 2015 12 31

3,344

2,724
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20
2016 2015 2016 2015
20,978 19,840 16,586 16,769
1,095 966 1,001 822
3 2 3 2
22,076 20,808 17,590 17,593
€))
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ooooogd
21
@ @ (©) ©) 5, 6)
2016 996 759 3,772 498 1,195 7,220
@ (10) — — ®) an
— 37 17 17 36 107
50 (26) 105 (53) (76) —
— 8 686 73 83 850
600 627 3,391 740 1,471 6,829
1 1 — — 6 8
— (26) 1) 73) (319) (509)
— ©) — — @ ®)
(394) (326) (1,128) (145) (650) (2,643)
2016 12 31 1,252 1,041 6,752 1,057 1,738 11,840
@ @ ©) (O ®)
2016 393 179 — 399 876 1,847
— 35 — 5 27 67
16 ®) — 52 (60) —
— — — 59 53 112
237 151 1,786 649 1,287 4,110
— (16) — (131) (235) (382)
(149) (70) — (125) (526) (870)
2016 12 31 497 271 1,786 908 1,422 4,884
@ 30 2016 PPI 601 2015 600
49 33 67 2016 12 31
49 45
PPI
PPI
FCA
57 +/-5 +/-55
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oooooog
@ o1 91 +/-5 +/-50
1,693 1,669 +/-5 +/-46
PPI
PPI 30
@ 2016 2015 49
2016 2015 157 2016 2015 81
IRHP 64 15
99.4
30
2016 11 2008 2013 GRG SHE
SME FCA
400 SHE FCA 30
®) RMBS
26 2016 31 RBS
30
®
30
) 2016
750
®)
430
22
2016 2015 2016 2015
2,028 1,886 1,276 1,199
346 186 250 166
1,266 1,876 668 1,192
437 379 268 226
2,052 2,523 807 1,046
6,129 6,850 3,269 3,829
23
2016 2015 2016 2015
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525 729 — _

(1,798) (2.622) @72) (902)

(1,273) (1,893) @72) (902)
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oooooog
2015 (715) 540 (241) 39 (52) 48 280 (30) (1,479) (35)  (1,645)
7 (19) — ® — (O] — — — @ (20)
C )
160 (289) (89) 14 48 (44) 98 2 135 54 89
(
)4 (314) — — — — 66 (135) 5 — — (378)
5 9 3 — — 23 — — 13 8 61
2016 (857) 241 (327) 50 ) 89 243 (23) (1,331) 26 (1,893)
(6) (62) — 3 — 5 — — — 1 (59)
« )
(39) 147 ®) * 26 2% (142) 13 317 1 287
— 1 — — — — — — — — 1
/
« ) 240 — — — — ®) 158 — — — 390
(O) 32 — — — — — — (36) 9 1
2016 12 31 (666) 359 (335) 49 22 62 259 (10)  (1,050) 37 (1,273)
2015 ®3) (229) (195) 22 — 208 (29) (489) (18) (733)
« )
1 (180) (64) 9 — 13 2 27 18 (174)
/
20 — — — 58 an 4 — — 5
2016 18 (409) (259) 31 58 144 (23) (462) — (902)
C )
11 300 ) 6) — ) 13 280 31 622
/
« D 21 — — — 2 15) — — — 8
— — — () — — — — 1 —
2016 12 31 50 (109) (261) 24 60 124 (10) (182) 32 (272)
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2016 2015
- 182 462
- 605 628
- 14 31
801 1,121
- 249 210
1,050 1,331
2015 2015
50 2016 2016
25 20 2017
19 2020 17 2015 2016 12 31
2016 12 31
2011
2014 2012 2013 2015 2012
2013
2014 2015 RBS
2016 701
2013 2014 850 2016 300
2013 150
RBS 947 2016 12 31
182 2021
2016 12 31
2009 2014 59
2015 2016
RBS RBS 3,361 605 2022
2016 12 31 7,989 2015
7,083 2014 8,599 1,992 2015 1,678 2014
1,776 249
2008 2013
2014 2015 2016 RBS

2023
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24,373
2015 19,499 2014 18,760 5,728 2015 4,364
2014 3,778
7,888
258 2015 256
2014 186
2009
24
2006
2016 2015 2016 2015
11,429 15,870 11,045 15,470
4,538 8,179 3,631 7,401
3,548 2,981 3,194 2,663
19,515 27,030 17,870 25,534
2017 2018 2019 2021 2022 2026
2016 -
21 — 369 — — 2,166 2,556
105 — 103 5,521 1,269 4,373 11,371
912 1,817 — 1,730 — 215 4,674
34 — — 872 — 8 914
1,072 1,817 472 8,123 1,269 6,762 19,515
2016 2017 2018 2019 2021 2022 2026
1,610 68 113 407 140 21 197 2,556
2,711 2,293 — 103 3,904 1,751 609 11,371
162 1,39 1,817 870 378 — 53 4,674
8 906 — — — — — 914
4,491 4,661 1,930 1,380 4,422 1,772 859 19,515
2016 2017 2018 2020 2021 2025
2015 -
34 — 4,999 369 — 4,661 10,063
91 — 339 4,632 1,062 4,952 11,076
167 648 1,621 2,245 — 184 4,865
30 — 18 737 — 241 1,026
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322 648 6,977 7,983 1,062 10,038 27,030
2015 2016 2017 2018 2020 2021 2025

2,560 5,073 51 1,655 483 45 196 10,063

2,011 1,055 2,919 339 3,289 1,463 — 11,076

— 1,063 1,063 2,372 320 —_ 47 4,865

26 263 737 — — — — 1,026

4,597 7,454 4,770 4,366 4,092 1,508 243 27,030
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2017 2018 2019 2021 2022 2026
2016 -

11 — — — — 1,910 1,921
99 — 101 5,521 1,271 3,593 10,585
911 1,817 — 1,730 — — 4,458
34 — — 872 — — 906
1,055 1,817 101 8,123 1,271 5,503 17,870

2016 2017 2018 2019 2021 2022 2026
1,610 59 113 38 51 20 30 1,921
1,925 2,293 — 101 3,904 1,753 609 10,585
— 1,393 1,817 870 378 — — 4,458
— 906 — — — — — 906
3,535 4,651 1,930 1,009 4,333 1,773 639 17,870

2016 2017 2018 2020 2021 2025
2015 -

24 — 4,999 — — 4,406 9,429
87 — 339 4,632 1,062 4,305 10,425
166 648 1,621 2,245 — — 4,680
30 — — 737 — 233 1,000
307 648 6,959 7,614 1,062 8,944 25,534

2015 2016 2017 2018 2020 2021 2025
2,560 5,063 51 1,655 25 45 30 9,429
1,838 577 2,919 339 3,289 1,463 — 10,425
—_ 925 1,063 2,372 320 — —_ 4,680
— 263 737 — — — — 1,000
4,398 6,828 4,770 4,366 3,634 1,508 30 25,534
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2016 2015

54 5.13 55 —
5,000 Tier 5,000 —
474 5.37 283 —

4.63 866 —
350 4.70 282 —
350 282 —
940 Tier 940 —
1,500 Tier 1,500 —
1,600 Tier 1,289 —
23 — 17
675 5.05 — 445
18 — 9
36 — 18
238 — 154
750 4.88 Tier — 546
250 9.63 Tier — 250
400 2.38 Tier — 259
100 2.38 Tier — 65
200 2.38 Tier — 129
RBS
102 Tier 21
87 7.63 Tier — 87
300 7.88 Tier — 300

10,518 2,279

(1) 2016 2015
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2016 2015
100 2017 Tier 86 73
750 4.35 2017 Tier 670 597
2,000 6.93 2018 Tier 1,903 1,605
125.6 2020 Tier 102 85
1,000 4.63 2021 2016 — 767
300 2022 Tier 241 207
144.4 2023 Tier 142 120
883 13.13 2022 2017 Tier 538 461
420 10.50 2022 2017 Tier 261 212
124 9.38 2022 2017 Tier 107 92
564 10.50 2022 2017 Tier 523 450
2,132 9.50 2022 2017 Tier 1,775 1,475
350 4.70 2018 2016 12 @ Tier — 260
5,000 2019 2016 @ Tier — 5,000
2,250 6.22 2022 @ Tier 1,778 1,490
389 6.10 2023 @ Tier 326 276
2,000 6.00 2023 @ Tier 1,700 1,439
1,000 3.63 2024 2019 @ Tier 893 771

11,045 15,470
o
@
(©)
O]
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2016 2015
31 4.96 31 31
51 6.25 2017 12 52 51
54 5.13 2016 — 57
35 5.50 2019 12 38 38
21 6.20 2022 27 26
103 9.50 2018 @ 117 121
16 5.63 2026 @ 25 24
19 5.63 2032 21 21
474 5.37 2016 — 235
350 2016 12 @ Tier — 236
1,200 7.65 2031 .3) Tier 988 821
1,500 2016 12 @ Tier — 1,500
600 2018 @ Tier 487 405
1,600 2016 12 @ Tier — 1,079
940 2016 12 @ Tier — 950
150 8.00 2093 10 @ Tier 124 103
136 7.75 2023 @ Tier 111 93
200 0 Tier 200 200
885 0 Tier 886 886
100 @ Tier 100 100
420 0 Tier 424 424

3,631 7,401
(€))
@
(©))
®
®)
®)

2016 2015

@
0.01

200 7.65 F 162 135
300 7.25 H 243 202
750 6.80 L 609 506
650 6.43 N 2034 660 556
850 5.75 R 690 573
1,000 9.12 830 691
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25
2016 2015
6,609 6,609
- 2016 2015
6,609 6,609
0.01 56 59
0.01 — 1
2016 2015
2016 2015
2016 0.01 0.01
2016 12 31 GAAP
1985
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Ooooood
26
2016
3,174 (230) (54) @n 2,863 139
5,002 (518) (113) (68) 4,303 296
2,715 (951) (26) — 1,738 25
10,891 (1,699) (193) (95) 8,904 460
2015
3,111 (236) 31) — 2,844 166
4,801 (420) (83) — 4,298 294
2,784 (1,120) 4) — 1,640 72
10,696 (1,776) (138) — 8,782 532
2016 2015
391 556
56 56
278 268
725 880
— (76) (1)
— 239 239
54 65
_ 2015 75
2014 124
152 181
2016
24 60 128 21 233
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5 5 12 — 22

30 19 32 6 87

43 27 46 26 142

24 25 2 — 51

126 136 220 53 535

2015

126 57 52 108 343

8 3 10 — 21

24 29 35 2 90

30 22 58 24 134

1 — 3 — 4

189 111 158 134 592

27
SE
SE
SE
SE
SE
2016 2015
@ (€]
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— 1,475 — 1,774 1,774 3,954 961 3,067 4,028
— 7,054 1,180 6,621 7,801 7,395 1,472 6,836 8,308
— 301 301 — 301 — — — —
@ — — — — 46 9 — 9
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579 40 619
618 28 646
— 93 93
317 77 394
(506) (101) (607)
1,008 137 1,145
1,339 871 2,210
4,702 146 4,848
6,041 1,017 7,058
/ 1,397 757 2,154
55 6 61
8,501 1,917 10,418
2015
131 — 131
455 73 528
— 111 11
548 13 561
(150) 23) @73)
984 174 1,158
2,663 2 2,665
3,153 123 3,276
5,816 125 5,941
/ 1,362 — 1,362
8,162 299 8,461
@ /
@ /
(3) 2016 2016 12 31
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— 9 — 2
IAS 39
2016 (1) 2015
@ 221 702
997 2,020
1,218 2,722
@ 1,217
@
2016 2015 2016 2015
7,352 11,477 6,985 10,843
29,657 17,595 28,118 17,170
20,152 14,414 19,937 14,414
57,161 43,486 55,040 42,427
5,514 293 5,001 —
26,437 31,093 26,402 30,865
31,951 31,386 31,403 30,865
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CRR
CRR
2016 2015
RBS plc NatWest UBI DAC RBS plc NatWest UBI DAC
45,876 15,297 5,556 51,177 11,282 5,753
— — — (1,421) — —
45,876 15,297 5,556 49,756 11,282 5,753
(152) — 3) 17 — —
(198) (15) 61 (138) — 142
(261) — — (286) 1 —
“4n (599) (250) (252) (622) (210)
(524) () — (349) [¢H) —
AT — (199) — — — —
(521) 477 — (544) (498) —
(642) (534) (165) (395) (703) (22)
(20,433) (3,019) — (15,680) (2,413) —
— (80) — — (424) —
235 20 25 287 532 27
(22,543) (4,904) (332) (17,340) (4,128) (63)
CET 23,333 10,393 5,224 32,416 7,154 5,690
Tier AT

2,993 175 — 3,493 204 —

Tier
(1,034) (374) — (1,175) 187) —
AT — 199 — — — —
(1,034) (175) — (1,175) 187) —
Tier 25,292 10,393 5,224 34,734 7,171 5,690

Tier
12,161 4,735 555 19,039 5,058 492

Tier
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— — (33) — — Q)
(3,302) 112) (33) (2,432) (92) @)
Tier 8,859 4,623 522 16,607 4,966 485
34,151 15,016 5,746 51,341 12,137 6,175
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3,808 5,894 2,570 4,534
4,141 6,789 2,904 5,363
138,579 137,364 84,608 88,640
146,528 150,047 90,082 98,537
)
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CsD
CsD CsD
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246 232 126 141
786 759 454 501
1,775 2,006 1,205 1,407
2,807 2,997 1,785 2,049
21 59 19 29
() 598 1,442 467 1,414
3,426 4,498 2,271 3,492
@
@) —231 2015 302 —201
2015 282
196 2015 272 2014 373
FSCS
FSCS
31 12 31
FSCS
FSCS
FSCS Bradford & Bingley Heritable Bank
Kaupthing Singer & Friedlander Landsbanki
Icesave London Scottish Bank plc
12
LIBOR 100
FSCS FSCS
2016
FSCS
Dunfermline Building Society 2015 325
2016/17 337 2015/16
353
FSCS 38
RBS plc RBS EU
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2008
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2016 12 31 RMBS RMBS 207
2016 34 42 68 83
RBS RBS
RBS
LIBOR
LIBOR
LIBOR LIBOR
RBS LIBOR LIBOR
) (
() RBS LIBOR 35
2013 2014
RICO Racketeer Influenced and Corrupt Organizations Act
LIBOR
2016 23
2016 12 20 RBS
RBS
LIBOR
i LIBOR TIBOR TIBOR
LIBOR TIBOR ii  Euribor i
LIBOR iv LIBOR ( )
)
2014 28 TIBOR
2017 21 Euribor RBS
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FX
2015
() FX
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2016 FX
RBS
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FX
2016 20

2016 26 FX
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FX
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2015
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RBS LIBOR FCA
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IRHP LIBOR
33 2016 10 2016 12 21 PAG
PAG LIBOR
RBS plc PAG
2017 10 400 700
IRHP RBS FCA
FCA
RBS FCA RBS
2017
HMRC 2012 RBS 86 2009 RBS
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RBS
RBS 2015 10
2009 EUA EUA
RBS

292/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooOoog
72.5 RBS
Palestine Relief & Development Fund us
Antiterrorism Act
2013 28
summary judgment 2014 22
2016 31

RBS EU
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FX

2007
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2008

2011 RBS RMBS
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2016 12 31 RMBS RMBS 202
2016 34 42 68 83
RMBS DOJ RMBS

RBSSI RMBS CDO CLO
2015 12
RBSSI RBSSI
RBSSI

RBS

RMBS

RMBS

RBS

LIBOR
2013 RBS LIBOR
FSA CFTC DOJ

RBS 87.5 325 150
CFTC DOJ RBS
plc LIBOR LIBOR
DPA DPA 2015
2013 LIBOR 2014
2014 RBS EC LIBOR EURIBOR

260 131

2014 RBS
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2016 12 (ComC0) LIBOR RBS
RBS LIBOR
RBS 17.06
RBS LIBOR
2017 RBS CFTC CFTC ISDAFIX
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2014 11 RBS plc RBS FX
FCA CFTC RBS plc FCA 217 CFTC 290
2014 11 19
2015 20 RBS plc FX D0J
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DoJ 395
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MIF MIF
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2011 RBS Payment Protection Insurance PPI
FCA RBS 2014 11
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FOS
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49 49 33
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investigation reference MIR 2016 CMA
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31

2016 2015 2014 2016 2015 2014

)/ (3,732) (3,234) 2,328 (2,936) (1,451) (959)

/C ) 143 1,831 (3,183) — — —

« Y (52) 411 4 32) 325 (110)

1,228 1,267 1,302 1,175 1,285 1,234

(543) (829) (222) “77) (550) @157)

/( ) 531 (734) (1,140) 558 (260) (46)

(3,552) (8,778) (5,052) (640) (1,492) (2,567)

@112) (144) (247) (35) “n ®7)

Y 15) (88) (138) 3 24) 1

)7/ (38) (1,092) 30 (198) 30 213

(120) (40) (387) (89) (40) (317)

259 521 463 165 20 13

2 (65) — 2 ®) —

(4,783) (1,059) (1,063) (200) 32) (28)

6,323 4,470 2,478 3,728 1,326 1,453

(2,643) (2,159) (3,254) (870) (1,097) (1,606)

775 1,173 1,105 465 548 511

/¢ ) 90 263 ) 90 — —

— 273 3,994 — — _

159 1,331 533 141 725 393

_ _ — (53) 6,045 4,353

(6,416) (1,476) (881) (7,496) (170) 123

260 (1,276) 1,135 135 (445) 73

( Y (12,236) (9,434) (2,201) (6,564) 4,688 2,490

(13,036) 57,211 13,385 7,411 65,905 14,376

/C ) 16,375 13,330 8,199 14,716 8,624 (3,244)

/C ) 815 (1,813) 423 (16) 330 1,160

/( 15,353 91,499 (65,586) 14,125 94,224 (66,945)

19,507 160,227 (43,579) 36,236 169,083 (54,653)

/( 23,211 (38,175) (7.609) (4,488) (58,740) (25,750)

(5,494) (16,455) (16,119) (4,532) (13,382) (14,795)

« ) @11) 3,158 (4,606) (169) 810 (946)

'Y (17,990) (95,235) 64,795 (16,474) (97,375) 66,241

/( 68 (2,733) (4,799) (1,246) 596 373)

(316)  (149,440) 31,662 (26,909)  (168,091) 24,377

C ) 14 (231) (302) 335 (192) 135

p , 6,969 1,122 (14,420) 3,098 5,488 (27,651)
32
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(€C1)) (59) (54) — — _
— — — — (O —
— — — (1,304) (856) (1,637)
(87) (59) (54) (1,304) (858) (1,637)
(506) (2,301) (2,250) — (2,630) (46)
— — — — 193 —
— — — 152 — —
®) — — — — —
/() 38 1,092 (30) 198 (30) (213)
55 1,923 8 — — —
(
)Y (418) 714 (2,272) 350 (2,467) (259)
9 11 10 — — —
(480) (613) (631) (470) (612) (462)
( )4 (976) 53 (2,947) (1,424) (3,937) (2,358)
(1) 2015 1,628
33
2016 2015 2014 2016 2015 2014
11,280 11,589 13,039 5,165 5,579 6,997
(2,865) (3,699) (4,332) (3,018) (3,800) (4,140)
8,415 7,890 8,707 2,147 1,779 2,857
34
2016 2015 2014 2016 2015 2014
44,281 44,250 43,699 27,030 30,469 33,134
— — 1,438
(10,556) (2,279) (4,181)
— — — (10,556) (2,279) (2,743)
— — 517 — — —
16 31 34 3,041 (1,160) 78
12 31 44,297 44,281 44,250 19,515 27,030 30,469
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33,400 33,369 32,818 25,534 27,480 30,566
— — 833
(10,535) (1,894) (4,121)
— — — (10,535) (1,894) (3,288)
— — 517 — — —
16 31 34 2,871 (52) 202
12 31 33,416 33,400 33,369 17,870 25,534 27,480
35
@ @
2016 2015 2014 2016 2015 2014
92,981 90,191 97,340 92,821 82,975 96,056
9,094 17,117 30,616 13,792 18,395 28,572
102,075 107,308 127,956 106,613 101,370 124,628
)/
(4,048) (5.233) (20,648) (7.,540) 5,243 (23,258)
12 31 98,027 102,075 107,308 99,073 106,613 101,370
73,813 78,999 73,983 70,615 76,904 70,952
358 1,445 1,821 315 1,179 739
23,856 21,631 31,504 28,143 28,530 29,679
98,027 102,075 107,308 99,073 106,613 101,370
@ 6,653 2015 11,046 2014
11,258
@ 6,653 2015 10,843 2014
10,845
2016 2015 2014
— — 13
36

305/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

OooooOodd
@
2016 12
CIB NWM
PBB
PBB ) Rol PBB
PBB
Rol Rol
CPB
NWM
CIB
38 13
W&G RBS
W&G
RBS
RBS RBS
RBSI
RBS
RBSI
2017 RBSG RBSI 2016
12 31 1FRS
RBS RBSI
2015
2014 12 31 2015 10
2015 2015 10

306/487



EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

OoooooO
/( /
) )
2016
4,341 957 5,298 (3,498) — (83) 1,717
Rol 409 167 576 (624) — 112 64
4,750 1,124 5,874 (4,122) — 29 1,781
2,479 1,251 3,730 (1,869) (135) (213) 1,513
407 208 615 (452) — 3 166
2,886 1,459 4,345 (2,321) (135) (210) 1,679
78 1,470 1,548 (1,614) — — (66)
256 (656) (400) (4,035) 12) (294) (4,741)
658 179 837 (450) — “2) 345
(340) 259 (81) (2,016) (621) 12) (2,730)
8,288 3,835 12,123 (14,558) (768) (529) (3,732)
2015
4,263 998 5,261 (3,640) — 7 1,628
Rol 365 185 550 (383) — 141 308
4,628 1,183 5,811 (4,023) — 148 1,936
2,213 1,257 3,470 (1,413) (141) (69) 1,847
410 208 618 (1,018) — @13) (413)
2,623 1,465 4,088 (2,431) (141) (82) 1,434
82 1,440 1,522 (2,031) — 5 (504)
440 (94) 346 (4,524) (29) 781 (3,426)
658 175 833 (387) — @15) 431
(149) (512) (661) (1,450) (995) 1 (3,105)
8,282 3,657 11,939 (14,846) (1,165) 838 (3,234)
4,277 1,172 5,449 (3,632) — (154) 1,663
Rol 467 137 604 (368) — 306 542
4,744 1,309 6,053 (4,000) — 152 2,205
2,130 1,331 3,461 (1,466) (141) (85) 1,769
454 235 689 (506) — 5 188
2,584 1,566 4,150 (1,972) (141) (80) 1,957
117 1,942 2,059 (2,259) — 7 (193)
908 1,089 1,997 (1,796) 28) 1,293 1,466
664 188 852 (326) — (55) 471
@73) (434) (707) (2,135) (748) 12 (3,578)
8,744 5,660 14,404 (12,488) 917) 1,329 2,328
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6,239 52 6,291 6,195 50 6,245 6,351 39 6,390
Rol 660 2 662 640 15 655 672 50 722
6,899 54 6,953 6,835 65 6,900 7,023 89 7,112
3,648 228 3,876 3,482 42 3,524 3,554 51 3,605
567 173 740 577 191 768 624 240 864
4,215 401 4,616 4,059 233 4,292 4,178 201 4,469
1,854 397 2,251 1,872 1,199 3,071 2,541 1,212 3,753
(344) 786 442 746 1,455 2,201 2,507 2,611 5,208
912 — 912 920 — 920 954 — 954

2,093 (1,638) 455 1,502 (2,952)  (1,360) 1,818 (4,203)  (2,385)
15,629 — 15,629 16,024 — 16,024 19,111 — 19,111
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5,270 28 5,298 5,199 62 5,261 5,351 98 5,449

Rol 584 ®) 576 569 19) 550 559 45 604

5,854 20 5,874 5,768 43 5,811 5,910 143 6,053

3,967 (37) 3,730 3,835 (365) 3,470 3,806 (345) 3,461

513 102 615 508 110 618 542 147 689

4,480 (135) 4,345 4,343 (255) 4,088 4,348 (198) 4,150

1,697 (149) 1,548 1,557 (5) 1,522 2,178 (119) 2,059

479) 79 (400) 446 (100) 346 2,036 (39) 1,997

852 (15) 837 852 (19) 833 872 (20) 852
(281) 200 (81) (1,027) 366 (661) (940) 233 (707)

12,123 — 12,123 11,939 — 11,939 14,404 — 14,404

2016 2015 2014

139,408 148,743 — 127,067 140,585 — 119,763 136,823 —
ol 24,112 19,300 — 21,264 15,837 — 22,479 17,962 —
163,520 168,043 — 148,331 156,422 — 142,242 154,785 —
107,090 107,434 288 96,983 94,849 214 90,677 89,772 218
12,628 26,673 — 11,596 23,256 — 12,241 22,660 21
119,718 134,107 288 108,579 118,105 214 102,918 112,432 239
231,527 223,424 — 213,790 194,238 10 281,910 261,472 —
126,216 117,552 6 187,833 186,458 3 314,449 277,858 135
20,599 24,230 — 20,117 24,171 — 19,563 22,065 —
136,234 94,639 1,088 133,541 90,890 1,221 184,300 169,082 1,041
797,814 761,995 1,382 812,191 770,284 1,448 1,045,382 997,694 1,415
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— — — — 2 —

— — — — 18 14

— — 130 251 46 2

8,366 23,391 3,356 2,729 80,967 71,268
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RBSI

2015 3,342 1,907 706 300 6,255
— — (220) — (220)

— — 12 — 12
_ _ (498) — (498)

2016 3,342 1,907 — 300 5,549
— — — (300) (300)

2016 12 31 3,342 1,907 — — 5,249
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2016
14,349 270 794 216 15,629
7,826 83 360 19 8,288
2,203 9 170 62 2,444
618 159 68 18 863
426 (35) 46 91 528
11,073 216 644 190 12,123
'Y (2,023) (1,652) (80) 23 (3,732)
718,795 44,512 30,321 4,186 797,814
7,999 — 367 — 8,366
689,015 44,612 24,784 3,584 761,995
21,329 — 2,062 — 23,301
29,780 (100) 5,537 602 35,819
142,150 639 3,738 1 146,528
1,314 3 54 11 1,382
2015
14,244 346 1,182 252 16,024
7,411 144 581 146 8,282
2,282 138 334 71 2,825
781 44 111 @4) 912
59 (68) (34) <) (80)
10,533 258 992 156 11,939
'Y (726) (2,622) 431 317) (3,234)
677,248 77,955 38,258 18,730 812,191
— 15 1,251 2,220 3,486
644,067 76,618 31,268 18,331 770,284
— 16 418 2,546 2,980
33,181 1,337 6,990 399 41,907
128,478 9,729 11,148 692 150,047
1,330 70 21 27 1,448
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2014
15,483 1,236 1,848 544 19,111
7,475 217 783 269 8,744
2,503 285 493 148 3,429
314 547 261 28 1,150
955 71 75 (20) 1,081
11,247 1,120 1,612 425 14,404
373 382 1,619 (46) 2,328
783,430 183,174 45,961 32,817 1,045,382
48 80,985 — — 81,033
757,650 167,421 40,454 32,169 997,694
2 71,282 — — 71,284
25,780 15,753 5,507 648 47,688
104,369 88,967 37,273 4,258 234,867
1,025 238 133 19 1,415
37
RBS
RBS
2016 2015
1,466 1,466
5,801 5,781
7,267 7,247
993 324
8,260 7,571
2016 2015
RBS
RBS
RBS
2016 2015
20,350 19,395
471 435
2,606 3,472
23,427 23,302
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207,284

(b) 1AS 24 RBS
2016 2015
3,276 2,741
17,045 12,332
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2008 12
UK
UK Financial Investments Limited
2015
FSCS 30
600
0.18 cash ratio deposits
RBS
@
20 IAS 24
®)
(c) 1A 24
@D
2016 2015 2014
50 93 92
(997) (1,024) (1,037)
1 7 7
(©) @ (©)
(949) (926) (941)

(€Y) (26) (28)

40
2015 12 31
EH12 1HQ 1000
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71.3

41

2016 12 31
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CRD 1V
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Adam & Company Group PLC BF 25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

Adam & Company Investment Management BF 25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

Ltd

Adam & Company PLC Cl 25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

Caledonian Sleepers Rail Leasing Ltd BF 1 Princes Street, London, EC2R 8PB, England

Care Homes 1 Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Care Homes 2 Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Care Homes 3 Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Care Homes Holdings Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Churchill Management Ltd BF 1 Princes Street, London, EC2R 8PB, England

Coutts & Company BF 440 Strand, London, WC2R 0QS, England

Coutts Finance Company BF 440 Strand, London, WC2R 0QS, England

Desertlands Entertainment Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Distant Planet Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Dixon Motors Developments Ltd BF 1 Princes Street, London, EC2R 8PB, England

Esme Loans Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Euro Sales Finance Plc BF Smith House, P.0.Box 343, Elmwood Avenue, Feltham, TW13
7WH, England

Farming and Agricultural Finance Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

G L Trains Ltd BF 1 Princes Street, London, EC2R 8PB, England

Gatehouse Way Developments Ltd BF 1 Princes Street, London, EC2R 8PB, England

Heartlands (Central) Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Helena Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

KUC (Public Houses) Ltd BF 1 Princes Street, London, EC2R 8PB, England

KUC Holdings Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

KUC Properties Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Land Options (West) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Leckhampton Finance Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,

England
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Lombard & Ulster Ltd BF 11-16 Donegall Square East, Belfast, BT1 5HD, Northern
Ireland

Lombard Business Finance Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Business Leasing Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Charterhire Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Corporate Finance (3) Ltd BF 1 Princes Street, London, EC2R 8PB, England

Lombard Corporate Finance (6) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (7) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (10) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (11) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (13) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (14) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (15) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Corporate Finance (December 1) |BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,

Ltd England

Lombard Corporate Finance (December 3) |BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,

Ltd England

Lombard Corporate Finance (June 2) Ltd |BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Lombard Discount Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Finance Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Initial Leasing Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Leasing Contracts Ltd BF 1 Princes Street, London, EC2R 8PB, England

Lombard Lessors Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Maritime Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard North Central Leasing Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard North Central PLC BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Property Facilities Ltd BF 1 Princes Street, London, EC2R 8PB, England

Lombard Technology Services Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Vehicle Management (1) Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Vehicle Management (2) Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Vehicle Management (3) Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Vehicle Management Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Lombard Venture Finance Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

Nanny McPhee Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,

England

317/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooOoog

National Westminster Bank Plc Cl 135 Bishopsgate, London, EC2M 3UR, England
National Westminster Home Loans Ltd BF 135 Bishopsgate, London, EC2M 3UR, England
National Westminster Properties No. 1 |SC 135 Bishopsgate, London, EC2M 3UR, England
Ltd

NatWest Capital Finance Ltd BF 1 Princes Street, London, EC2R 8PB, England
NatWest Corporate Investments BF 135 Bishopsgate, London, EC2M 3UR, England
NatWest Finance Ltd BF 135 Bishopsgate, London, EC2M 3UR, England
NatWest Holdings Ltd INV 135 Bishopsgate, London, EC2M 3UR, England
NatWest Machinery Leasing Ltd BF 135 Bishopsgate, London, EC2M 3UR, England
NatWest Property Investments Ltd INV 135 Bishopsgate, London, EC2M 3UR, England
NatWest Specialised Property BF 1 Princes Street, London, EC2R 8PB, England

Investments Ltd

NatWest Ventures Investments Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Nevis Derivatives No. 1 LLP BF 35 Great St Helen®s, London, EC3A 6AP, England

Nevis Derivatives No. 2 LLP BF 35 Great St Helen®s, London, EC3A 6AP, England

Nevis Derivatives No. 3 LLP BF 35 Great St Helen®s, London, EC3A 6AP, England

Northern lIsles Ferries Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

P of A Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Patalex Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Patalex Il Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Patalex 111 Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Patalex 1V Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Patalex V Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Pittville Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Premier Audit Company Ltd BF Smith House, P.0.Box 343, Elmwood Avenue, Feltham, TW13

7WH, England

Price Productions Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Priority Sites Investments Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

Priority Sites Ltd INV 135 Bishopsgate, London, EC2M 3UR, England

Property Venture Partners Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Property Ventures (B&M) Ltd INV 1 Princes Street, London, EC2R 8PB, England

R.B. Capital Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England
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R.B. Equipment Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R.B. Leasing (April) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R.B. Leasing (December) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R.B. Leasing (March) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R_.B. Leasing (September) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R.B. Leasing Company Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

R.B. Quadrangle Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

R.B.S. Special Investments Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

RB Investments 2 Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

RB Investments 3 Ltd OTH 135 Bishopsgate, London, EC2M 3UR, England

RBDC Administrator Ltd SC 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RBDC Investments Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RBEF Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RBS Argonaut Ltd OTH 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RBS Asset Finance Europe Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBS Asset Management (ACD) Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

RBS Asset Management Holdings BF 135 Bishopsgate, London, EC2M 3UR, England

RBS Asset Management Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

RBS Investment Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RBS Invoice Finance (Holdings) Ltd BF Smith House, Elmwood Avenue, Feltham, TW13 7QD, England

RBS Invoice Finance Ltd BF Smith House, Elmwood Avenue, Feltham, TW13 7QD, England

RBS Mezzanine Ltd BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

RBS Property Developments Ltd INV 36 St. Andrew Square, Edinburgh, EH2 2YB, Scotland

RBS Property Ventures Investments Ltd |(BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

RBS Residential Venture No.l Ltd INV 135 Bishopsgate, London, EC2M 3UR, England

RBS Secured Funding LLP BF 35 Great St. Helen®"s, London, EC3A 6AP, England

RBS SME Investments Ltd BF 1 Princes Street, London, EC2R 8PB, England

RBS Special Opportunities General BF 135 Bishopsgate, London, EC2M 3UR, England

Partner (England) Ltd

RBS Special Opportunities General BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

Partner (Scotland) 11 Ltd

RBS Special Opportunities General BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

Partner (Scotland) Ltd

RBS Specialised Property Investments INV 135 Bishopsgate, London, EC2M 3UR, England

Ltd

RBSG International Holdings Ltd BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland
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RBSM Capital Ltd BF 24/25 St. Andrew Square, Edinburgh, EH2 1AF, Scotland

RBSSAF (2) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (4) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (6) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (7) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (8) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (10) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (11) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (12) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (25) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

RBSSAF (26) Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Riossi Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

RoboScot DevCap Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RoboScot Equity Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RoboScot Ventures Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Royal Bank Development Capital Ltd BF 1 Princes Street, London, EC2R 8PB, England

Royal Bank Investments Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Royal Bank Invoice Finance Ltd BF Smith House, PO Box 50, Elmwood Avenue, Feltham, TW13 7QD,
England

Royal Bank Leasing Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Royal Bank of Scotland (Industrial BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Leasing) Ltd

Royal Bank Project Investments Ltd INV 135 Bishopsgate, London, EC2M 3UR, England

Royal Bank Ventures Investments Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Royal Bank Ventures Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Royal Scot Leasing Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

RoyScot Financial Services Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

RoyScot Ltd BF 280 Bishopsgate, London, EC2M 4RB, England

RoyScot Trust plc BF 280 Bishopsgate, London, EC2M 4RB, England

Sandford Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

SIG 1 Holdings Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

SIG Number 2 Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland
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Springwell Street Developments (No 1) INV 280 Bishopsgate, London, EC2M 4RB, England

Ltd

Style Financial Services Ltd BF 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

The One Account Ltd BF 135 Bishopsgate, London, EC2M 3UR, England

The Royal Bank of Scotland Invoice BF Smith House, PO Box 50, Elmwood Avenue, Feltham, TW13 7QD,

Discounting Ltd England

Theobald Film Productions LLP BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Total Capital Finance Ltd BF 1 Princes Street, London, EC2R 8PB, England

Ulster Bank Commercial Services (NI) BF 11-16 Donegall Square East, Belfast, BT1 5UB, Northern

Ltd Ireland

Ulster Bank Ltd Cl 11-16 Donegall Square East, Belfast, BT1 5UB, Northern
Ireland

Ulster Bank Pension Trustees Ltd TR 11-16 Donegall Square East, Belfast, BT1 5UB, Northern
Ireland

Voyager Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

W. & G. Industrial Leasing Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

W. & G. Lease Finance Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Walton Lake Developments Ltd INV 1 Princes Street, London, EC2R 8PB, England

West Register (Hotels Number 1) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

West Register (Hotels Number 2) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

West Register (Hotels Number 3) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

West Register (Land) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

West Register (Northern Ireland) INV 11-16 Donegall Square East, Belfast, BT1 5UB, Northern

Property Ltd Ireland

West Register (Project Developments) INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Ltd

West Register (Property Investments) INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Ltd

West Register (Realisations) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

West Register (Residential Property INV 135 Bishopsgate, London, EC2M 3UR, England

Investments) Ltd

West Register Hotels (Holdings) Ltd INV 24/25 St Andrew Square, Edinburgh, EH2 1AF, Scotland

Williams & Glyn"s Leasing Company Ltd |BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

Winchcombe Finance Ltd BF The Quadrangle, The Promenade, Cheltenham, GL50 1PX,
England

WR (NI) Property Investments Ltd INV 11-16 Donegall Square East, Belfast, BT1 5UB, Northern
Ireland

WR (NI) Property Realisations Ltd INV 11-16 Donegall Square East, Belfast, BT1 5UB, Northern
Ireland
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CTB Ltd BF Trident Corporate Services (Bahamas) Ltd, Suite 200B, 2nd
Floor, Centre of Commerce, One Bay Street, PO Box N-3944,
Nassau, JE4 8ND

R.B. Leasing BDA One Ltd BF 22 Victoria Street, 14 Bermidiana Road, Hamilton, HM12

RBS Assessoria Ltda SC Rua lguatemi, 151, conj. 161, CEP 01451-011, Cidade de Sao
Paulo

Coutts & Co (Cayman) Ltd BF 23/25 Broad Street, St Helier, JE4 8ND

Coutts General Partner BF Coutts House, 1446, West Bay Road, PO Box 707, Georgetown,

(Cayman) V Ltd Grand Cayman, KY1-1107

Equator Investments (Cayman) |BF Maples Corporate Services Limited, PO Box 39, George Town,

Ltd Ugland House, Grand Cayman KY1-1104

Redlion Investments Ltd OTH Coutts House, 1446, West Bay Road, PO Box 707, Georgetown,
Grand Cayman, KY1-1107

Redshield Holdings Ltd BF Estera Trust (Cayman)Limited, Clifton House, 75 Fort Street,
PO Box 1350, Grand Cayman, KY1-1108, Cayman Islands

Royhaven Secretaries Ltd BF Coutts House, 1446, West Bay Road, PO Box 707, Georgetown,
Grand Cayman, KY1-1107

Airside Properties ASP BF c/o Visma Services, Lyskaer 3 CD, Herlev, 104 40 Denmark

Denmark AS

Airside Properties Denmark AS [BF c/o Visma Services, Lyskaer 3 CD, Herlev, 104 40 Denmark

Kastrup Commuter K/S BF c/o Visma Services, Lyskaer 3 CD, Herlev, 104 40 Denmark

Kastrup Hangar 5 K/S BF c/o Visma Services, Lyskaer 3 CD, Herlev, 104 40 Denmark

Kastrup V & L Building K/S BF c/o Visma Services, Lyskaer 3 CD, Herlev, 104 40 Denmark

Artul Kiinteistot Oy BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Fab Ekenéds Formanshagen 4 BF C/0 Nordisk Renting 0Y, Etelé&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Forssa Liikekiinteistét Oy BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Kiinteistd Oy Pennalan BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-

Johtotie 2 00130 Finland, Helsingfors

Koy Espoon Entresse 11 BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Espoon Niittysillantie 5 |BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Helsingin Mechelininkatu |BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-

1 00130 Finland, Helsingfors

Koy Helsingin Osmontie 34 BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Helsingin Panuntie 11 BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Helsingin Panuntie 6 BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy lisalmen Kihlavirta BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Jémsén Keskushovi BF Sodra esplanaden 12 c/o Nordisk Renting Oy, 00130

Helsingfors, Finland
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Koy Kokkolan Kaarlenportti BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-

Fab 00130 Finland, Helsingfors

Koy Kouvolan Oikeus ja BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-

Poliisitalo 00130 Finland, Helsingfors

Koy Lohjan Huonekalutalo BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Millennium BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Nummelan Portti BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Nuolialan paivékoti BF C/0 Nordisk Renting 0Y, Eteléesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Paivélaisentie 1-6 BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Peltolantie 27 BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Raision Kihlakulma BF C/0 Nordisk Renting 0Y, Etelé&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Ravattulan Kauppakeskus |BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Tapiolan Louhi BF C/0 Nordisk Renting OY, Eteldesplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Koy Vapaalan Service-Center |BF C/0 Nordisk Renting 0Y, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

Nordisk Renting Oy BF C/0 Nordisk Renting OY, Etel&esplanadi 12, Box 14044, FI-
00130 Finland, Helsingfors

RDS Metropolis SAS BF Boulevard Hausmann, Paris, 75008

RBS (Deutschland) GmbH Cl Junghofstrasse 22, Frankfurt am Main, D-60311

RBS Deutschland Holdings GmbH | BF Junghofstrasse 22, Frankfurt am Main, D-60311

RBS Structured Financial BF Junghofstrasse 22, Frankfurt am Main, D-60311

Services GmbH

RBS (Gibraltar) Ltd Cl 1 Corral Road

Lothbury Insurance Company BF PO Box 384, The Albany, South Esplanade, St Peter Port, GY1

Ltd ANF

Morar ICC Insurance Ltd BF PO Box 384, The Albany, South Esplanade, St Peter Port, GY1
ANF

RBS Employment (Guernsey) Ltd|SC 1 Le Marchant Street, St. Peter Port, GY1 1LF

RBS Securities Japan Ltd BF Level 54, Hopewell Centre, 183 Queen®s Road East

RBS Services India Private SC DLF Cyber Green, Tower C, DLF Cyber City, Haryana, 122 002

Ltd

Easycash (lreland) Ltd BF Ulster Bank Group Centre, George"s Quay, Dublin 2

First Active Holdings Ltd BF Ulster Bank Group Centre, George®s Quay, Dublin 2

First Active Insurances BF Ulster Bank Group Centre, George®s Quay, Dublin 2

Services Ltd

First Active Investments No. |BF Ulster Bank Group Centre, George®s Quay, Dublin 2

4 Ltd

First Active Treasury Ltd BF Ulster Bank Group Centre, George"s Quay, Dublin 2

Hume Street Nominees Ltd BF Ulster Bank Group Centre, George®s Quay, Dublin 2

Lombard lIreland Group BF Ulster Bank Group Centre, George®s Quay, Dublin 2

Holdings Unlimited Company
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Lombard lIreland Ltd BF Ulster Bank Group Centre, George®s Quay, Dublin 2

Norgay Property Ltd BF Ulster Bank Group Centre, George®s Quay, Dublin 2

RBS Asset Management (Dublin) |BF Guild House, Guild Street, IFSC, Dublin, 1

Ltd

The RBS Group Ireland TR Ulster Bank Group Centre, George®s Quay, Dublin 2

Retirement Savings Trustee

Ltd

Ulster Bank (lreland) INV Ulster Bank Group Centre, George®s Quay, Dublin 2

Holdings Unlimited Company

Ulster Bank Commercial BF Ulster Bank Group Centre, George"s Quay, Dublin 2

Services Ltd

Ulster Bank Dublin Trust TR Ulster Bank Group Centre, George®s Quay, Dublin 2

Company Unlimited Company

Ulster Bank Holdings (ROI) BF Ulster Bank Group Centre, George®s Quay, Dublin 2

Ltd

Ulster Bank Ireland Cl Ulster Bank Group Centre, George"s Quay, Dublin 2

Designated Activity Company

Ulster Bank Pension Trustees |TR Ulster Bank Group Centre, George"s Quay, Dublin 2

(RI) Ltd

Ulster Bank Wealth Unlimited |BF Ulster Bank Group Centre, George"s Quay, Dublin 2

Company

Walter Property Ltd BF Ulster Bank Group Centre, George®s Quay, Dublin 2

West Register (Republic of INV Ulster Bank Group Centre, George"s Quay, Dublin 2

Ireland) Property Ltd

Coutts & Co (Manx) Ltd BF 23/25 Broad Street, St Helier, JE4 8ND

Isle of Man Bank Ltd BF 2 Athol Street, Douglas, IM99 1AN

Lombard Manx Leasing Ltd BF Royal Bank House, 2 Victoria Street, Douglas, IM1 2LN

Lombard Manx Ltd BF Royal Bank House, 2 Victoria Street, Douglas, IM1 2LN

The Royal Bank of Scotland BF Sixty Circular Road, Douglas, IM1 1AE

Employment (lIsle of Man) Ltd

Fondo Sallustio BF Via Vittorio Alfoeri 1 - 31015 Conegliano (TV)

C.J. Fiduciaries Ltd BF 23-25 Broad Street, Jersey, St Helier

Lombard Finance (CI) Ltd BF Royal Bank House, 71 Bath Street, St Helier, JE4 8PJ

RBS International Employees® |BF Coutts & Co Trustees (Jersey) Limited, 23/25 Broad Street,

Pension Trustees Ltd St Helier, JE4 8ND

RoyScot Jersey Ltd BF Royal Bank House, 71 Bath Street, St Helier, JE4 8PJ

The Royal Bank of Scotland BF Royal Bank House, 71 Bath Street, St Helier, JE4 8PJ

International (Holdings) Ltd

The Royal Bank of Scotland Cl Royal Bank House, 71 Bath Street, St Helier, JE4 8PJ

International Ltd

National Westminster BF 24/25 St Andrew Square, Edinburgh, EH2 1AF Scotland

International Holdings B.V.

NatWest Securities B.V. BF Gustav Mahlerlaan 350, Amsterdam, 1082 ME

RBS Investments Netherlands |BF Gustav Mahlerlaan 350, Amsterdam, 1082 ME

B.V.

RBS Netherlands Holdings B.V. |BF Gustav Mahlerlaan 350, Amsterdam, 1082 ME

BD Lagerhus AS BF C/0 Nordisk Renting AS, 9 Estaje, Klingenberggata 7, NO-0161
Norway, Oslo

Eiendomsselskapet Apteno BF C/0 Nordisk Renting AS, 9 Estaje, Klingenberggata 7, NO-0161

Larvik AS

Norway, Oslo

325/487




EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

ooooOoog
Hatros 1 AS BF C/0 Nordisk Renting AS, 9 Estaje, Klingenberggata 7, NO-0161
Norway, Oslo
Nordisk Renting AS BF C/0 Nordisk Renting AS, 9 Estaje, Klingenberggata 7, N0O-0161
Norway, Oslo
Ringdalveien 20 AS BF C/0 Nordisk Renting AS, 9 Estaje, Klingenberggata 7, N0O-0161
Norway, Oslo
RBS Bank (Polska) S.A. Cl Wisniowy Business Park, ul 1-go Sierpnia 8a, Warsaw 02-134
RBS Polish Financial Advisory |BF Wisniowy Business Park, ul 1-go Sierpnia 8a, Warsaw 02-134
Services sp. z 0.0.
Airside Properties AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Arkivborgen KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Backsmedjan KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Bil Fastigheter i Sverige AB |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Bilfastighet i Taby AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Braheberget KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Brddmagasinet KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Dalklockan 6 KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Eurohill 4 KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Fastighet Kallebéack 2:4 i BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Goteborg AB
Fastighets AB Flojten i BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Norrkoping
Fastighets AB Hammarbyvagnen |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Fastighets AB Kabisten 1 BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Fastighets AB Stockmakaren BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Fastighets AB Xalam BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Fastighets Aktiebolaget BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Sambiblioteket
Fastighetsbolaget Holma i BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
HO6r AB
Forskningshdjden KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Forvaltningsholaget Dalkyrkan | BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
KB
Forvaltningsbolaget Predio 3 |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
KB
Gredelinen KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Grinnhagen KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Horrsta 4:38 KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
IR Fastighets AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
IR IndustriRenting AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Kallebéck Institutfastigheter |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
AB
KB Eurohill BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
KB IR Gamlestaden BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
KB Lagermannen BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
KB Likriktaren BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Lakten 1 KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
LerumsKrysset KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
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Limstagarden KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Mjalgen KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Nordisk Renting AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Nordisk Renting Kapital AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Nordisk Specialinvest AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Nordiska Strategifastigheter |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Holding AB
Pyrrhula 6,7 AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
SFK Kommunfastigheter AB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Sjoklockan KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Skinnaréngen KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Solbénken KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Strand European Holdings AB |BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Svenskt Fastighetskapital AB|BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Svenskt Fastighetskapital BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Holding AB
Tingsbrogéarden KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Tygverkstaden 1 KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Vansbro Fjarrvarme KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Vansbroviken KB BF C/0 Nordisk Renting AB, Box 14044, SE-104 40, Stockholm
Coutts & Co Ltd BF Lerchenstrasse 18, Zurich, 8022 Switzerland
Coutts & Co Trustees (Suisse) |BF Rue du Rhéne 14, c/o Regus Rue du Rhdéne Sarl, 1204 Genéeve
S.A.
RBS Services (Switzerland) SC Lerchenstrasse 18, Zurich, CH 8022
Ltd
RBS Operations FZ LLC SC Dubai Outsource Zone, Building 5, Level 3, P.0. Box 2567,

Dubai
Candlelight Acquisition LLC ([BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Communications Capital Group |BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
I, LLC
Communications Capital Group [BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
1, LLC
Financial Asset Securities BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Corp.
Greenwich Capital BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Derivatives, Inc.
Lease Plan North America LLC |BF 1209 Orange Street, Wilmington, New Castle, Delaware, 2903
NatWest Group Holdings Corp |BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Random Properties Acquisition|INV 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Corp. 1
Random Properties Acquisition|INV 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Corp. 11
Random Properties Acquisition|INV 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Corp. 111
Random Properties Acquisition]|INV 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Corp. 1V
RBS Acceptance Inc. Cl 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Americas Property Corp. |SC 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
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RBS Commercial Funding Inc. |BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Equity Corp BF 340 Madison Avenue, New York, New York, 10173 United States
RBS Financial Products Inc. |BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Holdings USA Inc. BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Investments USA Corp. BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Securities Inc. BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
RBS Smart Products Inc BF 2711 Centerville Road Suite 400, Wilmington, Delaware, 19808
Action Corporate Services Ltd |BF PO Box 986, Mill Wall, Wickhams Cay, Tortola, JE4 8ND

Minster Corporate Services BF PO Box 986, Mill Wall, Wickhams Cay, Tortola, JE4 8ND

Ltd
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Arran Cards Funding plc BF FC 0 35 Great St Helens, London, EC3A 6AP
England

Arran Residential Mortgages BF FC 0 35 Great St Helens, London, EC3A 6AP

Funding 2010-1 plc England

Arran Residential Mortgages BF FC 0 35 Great St Helen®s, London, EC3A 6AP

Funding 2011-1 plc England

Arran Residential Mortgages BF FC 0 35 Great St Helens, London, EC3A 6AP

Funding 2011-2 plc England

Aspire Oil Services Ltd BF EAA 28 Union Plaza 6th Floor, 1 Union Wynd,
Aberdeen, AB10 1DQ Scotland

Attlee Personal Loans Plc BF FC 0 35 Great St Helens, London, EC3A 6AP
England

Attraction Inns Ltd BF 1A 30 4 Gillespie Road, Edinburgh, EH13 OLL
Scotland

Ballymore (London Arena) Ltd BF 1A 45 St John"s House, 5 South Parade, ®3)
Summertown, Oxford, Oxfordshire, 0X2
7JL England

Bevan Loan Interest Purchaser |BF FC 0 35 Great St Helens, London, EC3A 6AP

Plc England

Business Growth Fund plc BF EAA 27 13-15 York Buildings, London, WC2N 6JU
England

CFN Packaging Group Ltd BF 1A 25 27-29 Lumley Avenue, Skegness, PE25 2AT
England

Cloud Electronics Holdings Ltd |BF 1A 20 140 Staniforth Road, Darnall,
Sheffield, South Yorkshire, S9 3HF
England

Coneworx Ltd BF 1A 40 4 Biggar Road Industrial Estate,
Cleland, Motherwell, ML1 5PB Scotland

DF Ventures Ltd BF 1A 20 7 Whiteladies Road, Clifton, Bristol,
BS8 INN Wales

Ferrostatics Holdings Ltd BF 1A 35 c/0 John Hardman & Co, Blackfriars
House, Parsonage, Manchester, M3 2JA
England

Funding For Equity Release BF FC 0 Wilmington Trust SP Services (London)

Securitisation Transaction Ltd, Third Floor, 1 Kings Arms Yard,

(No.4) Ltd London, EC2R 7AF England

Funding For Equity Release BF FC 0 Wilmington Trust SP Services (London)

Securitisation Transaction Ltd, Third Floor, 1 Kings Arms Yard,

(No.5) Ltd London, EC2R 7AF England

Greenock Funding No 5 Plc BF FC 0 35 Great St Helens, London, EC3A 6AP
England

GWNW City Developments Ltd BF EAJV 50 Gate House, Turnpike Road, High
Wycombe, Buckinghamshire, HP12 3NR
England

Hamsard 3120 Ltd BF 1A 40 Sycamore Road, Eastwood Trading Estate, | (4)
Rotherham, South Yorkshire, S65 1EN
England

Higher Broughton (GP) Ltd BF EAA 41 Floor 3, 1 St. Ann Street, Manchester,
M2 7LR, England
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Higher Broughton Partnership LP |BF EAA 41 Cornwall Buildings, 45-51 Newhall
Street, Birmingham, West Midlands, B3
30R England

Isobel AssetCo Ltd BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Isobel EquityCo Ltd BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Isobel Finance HoldCo No2 Ltd |BF FC 0 35 Great St Helens, London, EC3A 6AP
England

Isobel Finance No2 Plc BF FC 0 35 Great St Helens, London, EC3A 6AP
England

Isobel HoldCo Ltd BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Isobel Intermediate HoldCo Ltd |BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Isobel Loan Capital Ltd BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Isobel Mezzanine Borrower Ltd |BF FC 75 40 Berkeley Square, London, W1J 5AL
England

Jaguar Cars Finance Ltd BF FC 50 280 Bishopsgate, London, EC2M 4RB
England

JCB Finance (Leasing) Ltd BF FC 75 The Mill, High Street, Rocester, ST14
5JW England

JCB Finance Ltd BF FC 75 The Mill, High Street, Rocester, ST14
5JW England

Land Options (East) Ltd BF EAJV 50 24/25 St Andrew Square, Edinburgh, EH2
1AF Scotland

Landpower Leasing Ltd BF FC 75 The Mill, High Street, Rocester, ST14
5JW England

London Rail Leasing Ltd BF EAJV 50 99 Queen Victoria Street, London, EC4V
4EH, England

Lyalvale Property Ltd INV 1A 31 Lyalvale Express Ltd, Express Estate,
Fisherwick, Nr Whittington, Lichfield,
WS13 8XA England

Pollokshields Developments Ltd |INV 1A 49 Abercorn House, 79 Renfrew Road,
Paisley, Renfrewshire, PA3 4DA Scotland

Prestige Walker Ltd OTH 1A 30 Terminal House, Station Approach,
Shepperton, Middlesex, TW17 8AS England

Race 500 Ltd BF 1A 21 Unit 7, Newbridge Trading Estate,
Newbridge Close, Whitby Road, Bristol,
BS4 4AX Wales

RBS Covered Bonds (LM) Ltd BF 1A 20 35 Great St Helens, London, EC3A 6AP
England

RBS Covered Bonds LLP BF FC 73 1 Princes Street, London, EC2R 8BP
England

RBS Secured Funding (LM) Ltd BF FC 20 C/0 SFM Corporate Services Ltd, 35
Great St. Helens, London, EC3A 6AP
England

RBS Sempra Commodities LLP BF FC 51 24/25 St Andrew Square, Edinburgh, EH2
1AF Scotland

RBS Sempra Products Ltd BF FC 51 20-22 Bedford Row, London, WC1R 4JS,

England
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Tay Valley Lighting (Leeds) Ltd [BF EAJV 50 The Quadrangle, The Promenade,
Cheltenham, GL50 1PX England

Tay Valley Lighting (Newcastle [BF EAJV 50 The Quadrangle, The Promenade,

and North Tyneside) Ltd Cheltenham, GL50 1PX England

Tay Valley Lighting (Stoke on [BF EAJV 50 The Quadrangle, The Promenade,

Trent) Ltd Cheltenham, GL50 1PX England

The Appeal Group Ltd OTH 1A 25 6 Vale Road, Bedminster, Bristol, BS3
5SD Wales

The Scottish Agricultural BF 1A 33 30 St Vincent Place, Glasgow, Gl 2EU

Securities Corporation P_.L.C. Scotland

Uniconn Ltd OTH 1A 30 Howe Moss Drive, Kirkhill Industrial
Estate, Dyce, Aberdeen, AB21 OGL
Scotland

Vocalink Holdings Ltd BF EAA 21 Drake House, Three Rivers Court,
Homestead, Rickmansworth,
Hertfordshire, WD3 1FX England

Wealdland Ltd OTH EAA 29 10 Norwich Street, London, EC4A 1BD
England
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Lunar Funding VIII |BF FC 0 Boundary Hall, Cricket Square, 171

Ltd Elgin Avenue, Grand Cayman, KY1-
1104

Hua Ying Securities|BF EAJV 33 Units 01-11, 15th Floor, 19 Gao

Company Ltd Lang Dong Road, Wuxi New District

Suzhou Trust Co. BF EAJV 20 Suzhou Industrial Park, Investment

Ltd Building, No. 308, Suya Road,
Suzhou, 215021, China

Pharos Estates Ltd |OTH EAA 49 24 Demostheni Severi, 1st Floor,
Nicosia, 1080

Cinquiéme Lease BF EAJV 33 94, Boulevard Haussman, Paris,

G.1.E. 75008

Quatriéme Lease BF EAJV 33 94, Boulevard Haussman, Paris,

G.l.E. 75008 France

Argos Vermogensver-|0TH 1A 40 Junghofstr. 22, Frankfurt, 60311

waltung GmbH

BLIXA Elfte BF 1A 40 Junghofstrasse 22, Frankfurt am

Vermdgensver- Main, D-60311

waltung GmbH

MSE Holding Ltd INV 1A 37 C/0 Gentoo Fund Services Ltd, Mill|(4)
Court, La Charrotiere, St Peter
Port GY1 3GG

Celtic Residential [BF FC 0 Riverside One, Sir John Rogersons

Irish Mortgage Quay, Dublin 1

Securitisation No

09 plc

Celtic Residential |BF FC 0 5 Harbourmaster Place, Dublin 1

Irish Mortgage

Securitisation No

10 plc

Celtic Residential [BF FC 0 5 Harbourmaster Place, Dublin 1

Irish Mortgage

Securitisation No

11 plc

Celtic Residential |BF FC 0 5 Harbourmaster Place, Dublin 1

Irish Mortgage

Securitisation No

12 DAC

Celtic Residential [BF FC 0 5 Harbourmaster Place, Dublin 1

Irish Mortgage

Securitisation No

14 DAC

Celtic Residential |BF FC 0 5 Harbourmaster Place, Dublin 1

Irish Mortgage

Securitisation No

15 DAC

Celtic Residential ([BF FC 0 5 Harbourmaster Place, Dublin 1

Irish mortgage

Securitisation No

16 DAC
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Cesium Structured [BF FC 0 5 Harbourmaster Place, Dublin 1

Funding Ltd

CHESS 111 Ltd BF FC 0 77 Sir John Rogerson®s Quay,
Dublin 2

Qulpic Ltd BF FC 67 70 Sir John Rogerson®s Quay,
Dublin 2

The Drive4Growth OTH 1A 20 C/0 Denis Crowley & Co, Chartered

Company Ltd Accountants, Unit 6 Riverside
Grove, Riverstick, Co. Cork
Ireland

Zrko Ltd BF FC 67 70 Sir John Rogerson®s Quay,
Dublin 2

Arran Cards Loan BF FC 0 47 Esplanade, St Helier, Jersey,

Note Issuer No. 1 JE1 0BD

Ltd

Chess 11 Ltd BF FC 0 13 Castle Street, St Helier,
Jersey, JE4 5UT

Foundation BF EAJV 50 Royal Bank House, 71 Bath Street,

Commercial Property St Helier JE4 8PJ

Ltd

Spring Allies BF 1A 49 Whiteley Chambers, Don Street, St

Jersey Ltd Helier, JE4 9WG

Exfin Capital B.V. |BF FC 0 Amsteldijk 166, Amsterdam, 1082 MD

STAR NO.1 B.V. OTH FC 0 Hoogoorddreef 15, 1101 BA
Amsterdam, Netherlands

STICHTING STAR NO. |OTH FC 0 Hoogoorddreef 15, 1101 BA

1 Amsterdam, Netherlands

Tulip Asset BF FC 0 Claude Debussylaan 24, Amsterdam,

Purchase Company 1082 MD

B.V.

Wiliniowy SC EAA 25 Ilzecka 26 Street, Warsaw, 02-135

Management sp. z

0.0.

Bong Fastigheter KB|BF FC 51 C/0 Nordisk Renting AB, Box 14044,
SE-104 40, Stockholm

Férvaltningsbolaget | BF FC 51 C/0 Nordisk Renting AB, Box 14044,

Kldverbacken Skola SE-104 40, Stockholm

KB

Optimus KB BF FC 51 C/0 Nordisk Renting AB, Box 14044,
SE-104 40, Stockholm

Stora Kvarnen KB BF FC 51 C/0 Nordisk Renting AB, Box 14044,
SE-104 40, Stockholm

Amtrust Acquisition|BF 1A 24 2711 Centerville Road Suite 400, |[(4)

LLC Wilmington, Delaware, 19808

Churchill Loan BF FC 0 2711 Centerville Road Suite 400,

Asset Wilmington, Delaware, 19808

Securitisation

Programme, LLC

Riverview Mortgage |BF FC 0 Rodney Square Market 1100 N Market

Loan Trust 2007-3 Street, Wilmington, Delaware 19808

Sempra Energy BF FC 51 160 Greentree Drive, Suite 101,

Trading LLC Dover
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Thames Asset Global |BF FC 0 114 West 47th Street, New York,

Securitization No.1 10036

Inc.
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West Granite Homes Inc. OTH Bellevue Parkway, Suite 210, Wilmington, Delaware, 19809 |(7)
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NatWest FC 100 IIntertrust Corporate Services (Cayman)

(Deansgate) Limited, 190 Elgin Avenue, George Town,

Investments Ltd Grand Cayman, KY1-9005

RBSG Holdings N.V. [FC 100 Kaya Flambayan 9, Curacao, Netherlands
Antilles

West Register INV 100 Emil-Riedl-Weg 6, Pullach i.lsartal, D-

Prime Holding GmbH 82049

i. L.

Sotomar Ltd FC 100 1 Corral Road

Gosport Ltd FC 100 1 Corral Road

RoyScot Guernsey [FC 100 PO Box 597, Royal Bank Place, 1 Glategny

Ltd Esplanade, St Peter Port, GY1 6NF

First Active FC 100 Ulster Bank Group Centre, George"s Quay,

Investments No. 3 Dublin 2

Ltd

First Active FC 100 Ulster Bank Group Centre, George®s Quay,

Nominees Ltd Dublin 2

Meritvale Ltd FC 100 Ulster Bank Group Centre, George®s Quay,
Dublin 2

National FC 100 Ulster Bank Group Centre, George"s Quay,

Westminster Dublin 2

Services (lreland)

Ltd

NatWest Holdings [FC 100 24/26 City Quay, Dublin 2

(Ireland)

The Royal Bank of |FC 100 24/26 City Quay, Dublin 2

Scotland Finance

(Ireland)

UB SIG (ROI) Ltd (FC 100 Ulster Bank Group Centre, George"s Quay,
Dublin 2

Ulster Bank Group [FC 100 Ulster Bank Group Centre, George"s Quay,

Treasury Ltd Dublin 2

Ulster Bank FC 100 Ulster Bank Group Centre, George®s Quay,

Investment Funds Dublin 2

Ltd

Ulster FC 100 Ulster Bank Group Centre, George"s Quay,

International Dublin 2

Finance

Isle of Man Bank |FC 100 2 Athol Street, Douglas, IM99 1AN

(Nominees) Ltd

Mulcaster Street (FC 100 Royal Bank House, 71 Bath Street, St

Nominees Ltd Helier, JE4 8PJ Jersey

Airside Properties|FC 100 C/0 Visma Services, Lyskaer 3 CD, Herlev,

ASP Norway AS Denmark

Airside Properties |FC 100 C/0 Visma Services, Lyskaer 3 CD, Herlev,

Norway AS Denmark

Beveltop Ltd FC 100 135 Bishopsgate, London, EC2M 3UR England
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BL Residential EAJV 100 York House, 45 Seymour Street, London, W1H

General Partner 7LX, England

Ltd

Burridge Holdings [IA 40 Squires Farm Industrial Estate, Easons

Ltd Green, Framfield, East Sussex, TN22 5RB
England

Cala Campus Ltd EAJV 50 Ledingham Chalmers, Johnstone House, 52-54
Rose Street, Aberdeen, AB10 1HA Scotland

Cornhill Holdings [FC 100 135 Bishopsgate, London, EC2M 3UR England

Ltd

District Bank Ltd [FC 100 1 Princes Street, London, EC2R 8PB England

Ecosse FC 100 24/25 St Andrew Square, Edinburgh, EH2 1AF

Regeneration Ltd Scotland

GATX Asset EAA 50 No 1 Dorset Street, Southampton, S015 2DP

Residual England

Management Ltd

GRG Real Estate FC 100 11-16 Donegall Square East, Belfast,

Asset Management Belfast, BT1 5UB, Nothern Island

(Northern Ireland)

Ltd

Honroe (UK) Ltd FC 100 135 Bishopsgate, London, EC2M 3UR England

Libra No 1 Ltd FC 100 135 Bishopsgate, London, EC2M 3UR England

Lombard GATX EAJV 50 1 Dorset Street, Southampton, S015 2DP

Holdings Ltd England

NatWest (HMHP) Ltd|FC 100 135 Bishopsgate, London, EC2M 3UR England

NatWest Corporate [FC 100 No. 1 Dorset Street, Southampton,

Services (Ireland) Hampshire, S015 2DP, England

Northants FC 100 1 Princes Street, London, EC2R 8PB England

Developments Ltd

Primemodern Ltd FC 100 135 Bishopsgate, London, EC2M 3UR, England

RBS Hotel FC 100 135 Bishopsgate, London, EC2M 3UR England

Development

Company Ltd

RBS Hotel FC 100 135 Bishopsgate, London, EC2M 3UR England

Investments Ltd

RBS Property BF 100 24/25 St. Andrew Square, Edinburgh, EH2

Ventures 1AF, Scotland

Investments Ltd

RBS Residential FC 100 135 Bishopsgate, London, EC2M 3UR England

Venture No.2 Ltd

RoyScot Vehicle FC 100 135 Bishopsgate, London, EC2M 3UR England

Contracts Ltd

STAR 1 Special FC 100 135 Bishopsgate, London, EC2M 3UR England

Partner Ltd

The Financial FC 100 135 Bishopsgate, London, EC2M 3UR England

Trading Company

Ltd

The Mortgage FC 100 Group Secretariat, RBS Group plc., 1

Corporation Princes Street, London, EC2R 8PB, England

Thrapston Triangle |FC 100 1 Princes Street, London, EC2R 8PB England

Ltd
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UB SIG (NI) Ltd FC 100 11-16 Donegall Square East, Belfast, BT1
5UB, Northern Ireland
Van Finance Ltd FC 100 280 Bishopsgate, London,,EC2M 4RB England
West Register FC 100 24/25 St Andrew Square, Edinburgh, EH2 1AF
(Bankside) Ltd Scotland
236
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Nordisk Renting FC 100 c/o0 Adv Jan-Erik Svensson, HC Andersens
A/S Boulevard 12, Kopenhaum V, 1553 Denmark
First Active Ltd FC 100 Ulster Bank Group Centre, George"s Quay, Dublin
2
Arran Cards Loan |FC 100 47 Esplanade, St Helier Jersey, Channel
Note Issuer No.2 Islands, JE1 0BD Jersey
Ltd
National FC 100 16 Library Place, St. Helier, Jersey, JE4 8ND
Westminster Bank
Nominees (Jersey)
Ltd
RBS Cards FC 100 Royal Bank House, 71 Bath Street, St Helier,
Securitisation JE4 8PJ Jersey
Funding Ltd
Nordisk Renting FC 100 C/0 Nordisk Renting AB, Box 14044, SE-104 40,
Facilities Stockholm
Management AB
Nordisk Renting HB |FC 100 C/0 Nordisk Renting AB, Box 14044, SE-104 40,
Stockholm
Svenskt FC 100 C/0 Nordisk Renting AB, Box 14044, SE-104 40
Energikapital AB Sweden, Stockholm
Adam & Company FC 100 25 St. Andrew Square, Edinburgh, EH2 1AF
(Nominees) Ltd Scotland
British Overseas FC 100 135 Bishopsgate, London, EC2M 3UR, England
Bank Nominees Ltd
Buchanan Holdings |FC 100 1 Princes Street, London, EC2R 8PB England
Ltd
CNW Group Ltd FC 100 135 Bishopsgate, London, EC2M 3UR England
Coutts Group FC 100 1 Princes Street, London, EC2R 8PB England
CTL Nominees Ltd FC 100 22 King Street, London, SW1Y 6QY England
Dixon Motorcycle FC 100 1 Princes Street, London, EC2R 8PB England
Holdings Ltd
Dixon Vehicle FC 100 1 Princes Street, London, EC2R 8PB England
Sales Ltd
Dormaco (No.12) FC 100 1 Princes Street, London, EC2R 8PB England
Ltd
Dunfly Trustee Ltd |FC 100 1 Princes Street, London, EC2R 8PB England
Emperor Holdings FC 100 1 Princes Street, London, EC2R 8PB England
Ltd
FIT Nominee Ltd FC 100 135 Bishopsgate, London, EC2M 3UR England
FIT Nominee 2 Ltd |FC 100 135 Bishopsgate, London, EC2M 3UR England
Freehold Managers [FC 100 135 Bishopsgate, London, EC2M 3UR England
(Nominees) Ltd
Glyns Nominees Ltd [FC 100 135 Bishopsgate, London, EC2M 3UR England
Greenwich NatWest |FC 100 135 Bishopsgate, London, EC2M 3UR England
Ltd
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JCB Credit Ltd FC 75 The Mill, High Street, Rocester, ST14 5JW
England
JCB Finance FC 88 11-16 Donegall Square East, Belfast, BT1 5UB
Pension Ltd Northern lreland
Latam Directors NC 100 Quartermile Two, 2 Lister Square, Edinburgh,
Ltd Midlothian, EH3 9GL Scotland
Lombard Bank FC 100 Lee House, Baird Road, Enfield, Middlesex, EN1
1SJ England
Lombard North FC 100 280 Bishopsgate, London, EC2M 4RB England
Central Wheelease
Ltd
Marigold Nominees |FC 100 1 Princes Street, London, EC2R 8PB England
Ltd
N.C. Head Office FC 100 24/25 St Andrew Square, Edinburgh, EH2 1AF
Nominees Ltd Scotland
National FC 100 1 Princes Street, London, EC2R 8PB England
Westminster Ltd
NatWest Aerospace |FC 100 135 Bishopsgate, London, EC2M 3UR England
Trust Company Ltd
NatWest FIS FC 100 Premier Place, 2 1/2 Devonshire Square, London,
Nominees Ltd EC2M 4BA England
NatWest Invoice FC 100 Smith House, Elmwood Avenue, Feltham, TW13 7QD
Finance Ltd England
NatWest Nominees |FC 100 Premier Place, 2 1/2 Devonshire Square, London,
Ltd EC2M 4BA England
NatWest PEP FC 100 1 Princes Street, London, EC2R 8PB England
Nominees Ltd
NatWest Security |FC 100 135 Bishopsgate, London, EC2M 3UR England
Trustee Company
Ltd
Project & Export |FC 100 1 Princes Street, London, EC2R 8PB England
Finance (Nominees)
Ltd
R.B.S. Property FC 100 24/25 St Andrew Square, Edinburgh, EH2 1AF
(Greenock) Ltd Scotland
RB Investments 5 FC 100 135 Bishopsgate, London, EC2M 3UR England
Ltd
RBS CIF Trustee FC 100 1 Princes Street, London, EC2R 8PB England
Ltd
RBS Investment NC 100 24/25 St Andrew Square, Edinburgh, EH2 1AF
Executive Ltd Scotland
RBS Pension NC 100 1 Princes Street, London, EC2R 8PB England
Trustee Ltd
RBS Retirement FC 100 1 Princes Street, London, EC2R 8PB England
Savings Trustee
Ltd
RBS Secretarial FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,
Services Ltd EH2 1AF Scotland
RBS Shelf Nominees |FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,
Ltd EH2 1AF Scotland
RBS Trustees Ltd |FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,
EH2 1AF Scotland
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RBSG Collective FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,

Investments EH2 1AF Scotland

Nominees Ltd

RoboScot (64) Ltd |FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,
EH2 1AF Scotland

Rover Finance FC 100 135 Bishopsgate, London, EC2M 3UR, England

Holdings Ltd

Rover Finance Ltd |FC 100 135 Bishopsgate, London, EC2M 3UR, England

Royal Bank FC 100 280 Bishopsgate, London, EC2M 4RB England

Business Asset

Finance Ltd

Royal Bank FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,

Insurance EH2 1AF Scotland

Consultants Ltd

RoyScot Auto FC 100 280 Bishopsgate, London, EC2M 4RB England

Credit Ltd

RoyScot Industrial |FC 100 280 Bishopsgate, London,, EC2M 4RB England

Leasing Ltd

RoyScot Leasing FC 100 280 Bishopsgate, London, EC2M 4RB England

Ltd

RoyScot Motor FC 100 280 Bishopsgate, London, EC2M 4RB England

Finance Ltd

Sixty Seven FC 100 1 Princes Street, London, EC2R 8PB England

Nominees Ltd

Strand Nominees FC 100 440 Strand, London, WC2R 0QS England

Ltd

Syndicate Nominees |FC 100 1 Princes Street, London, EC2R 8PB England

Ltd

The National Bank |FC 100 1 Princes Street, London, EC2R 8PB England

Ltd

The Royal Bank of |FC 100 24/25 St Andrew Square, Edinburgh, Midlothian,

Scotland (1727) EH2 1AF Scotland

Ltd

Topco (Nol) Ltd 1A 45 Macdonalds Hotels, Whiteside House, Whiteside
Industrial Estate, Bathgate, West Lothian, EH48
2RX Scotland

W_.G.T.C.Nominees |FC 100 135 Bishopsgate, London, EC2M 3UR, England

Ltd

Westminster Bank [FC 100 1 Princes Street, London, EC2R 8PB England

Ltd

Williams & Glyn FC 100 135 Bishopsgate, London, EC2M 3UR England

Holdings Ltd

Williams & Glyn' s |FC 100 1 Princes Street, London, EC2R 8PB England

Bank Ltd

Williams & Glyn’ s |FC 100 1 Princes Street, London, EC2R 8PB England

Trust Company Ltd
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Adam & Company Second General FRP Advisory LLP, Apex 3 95 Haymarket
Partner Ltd BF 1A %0 Terrace, Edinburgh, EH12 5HD Scotland
)
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Coutts & Co Ltd

Easycash (Ireland) Ltd

National Westminster Bank Plc

RBS Securities Japan Ltd

The Royal Bank of Scotland International Ltd

The Royal Bank of Scotland plc

Ulster Bank Ireland DAC
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Consolidated income statement for the year ended 31 December 2016

] 2ms
hote Em £m

Interest receivable 10,984 11,5683

Interest payable {2,708) (3,281)

Met interest income 1 8,288 8182

Fees and commissions receivable 3,244 3,629

Fees and commissions payable (B0 (a04)

Income from trading activifies 863 p12

{Loss)igain on redemption of own debt (8 (263)

Other operating mcome a18 183

NonHnterest income 2 3,835 3657

Total income 12,123 11,835

Staff costs (4,520 (5,586)

Premises and equipment (1.361) {1,802)

Other adminisirative expenses {8,049 (B,12T)

Diepreciation and amortisation (768) (1,165)

Write down of goodwill and other intangible assets (158) (1,331)

Operating expenses 3 (15,229) (16,011}

{Loss)profit before impairment releasesi{losses) {3.203) (4,072)

Impairment {losses)releases 11 (529) B3a

Operating (loss)profit before tax {3.732) (3.234)

Tax (change)icredi i (1,148) 52

{LossVprofit from continuing operations {4,880 (3,182)

Profitf{loss) from disconfinued operations, net of tax 18 117 1,594

Loss for the year {4783 (1,586)

Aftributable to:

MNon-controling inferests 4 320 a7

Preference shareholders. 23 S 1

Ordinary shareholders {4,700 (1,950) (3.234)

{4,763 (1,586) {3,118}

The accompanying notes on pages 137 to 238, the accounting policies on pages 121 to 138 and the audited sections of the Financial
rewses: Capital and risk management on pages 14 to 106 form an integral part of these financial statements.

RBS ple Annual Report and Accounts 2018 115
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Consolidated statement of comprehensive income for the year ended 31 December 2016

6 ams A4
hcte Em £m Em
Loss for the year ) {4.763) (1,586) (3,118}
lterns that do not qualify for reclassification
Less on remeasurernent of retirement benefit schemes 4 {1.041) (73) (1.849)
Tam 288 09 314
(733) 33 (1,535)
tterms that do qualify for reclassification
Avadable-for-sale financial assets (28] 13 132
Cash flow hedges 577 (T 1412
Cumency translation o4 {1,123) 434
Tam (87) 123 (401}
1,156 1,714} 1,577
Other comprehensive incomel{loss) after fax 403 (1.481) 42
Total comprehensive loss for the year {4,360 {3,067 (3,074}
Astributable tor
Non-coniroling inferests 7 315 184
Preference shareholders 23 44 g1
Ordinary shaneholders {4,200) (3,426) (3.3249)
{4, 360) (3,067) (3,074}
Pate:
(1) Aproftof E417 il Bon (2015 - prof £1,278 milion; 2094 - Inss £3,458 milion] from was ‘o ordinary and equity preference sharshoiders.

The accompanying notes on pages 137 to 236, the accounting policies on pages 121 to 138 and the audited sections of the Financial
rexsess: Capital and risk management on pages 14 to 108 form an integral part of these financial statements.

RBS ple Annual Report and Accounts 2016 1168
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Balance sheet as at 31 December 2016

noup Bank
Ei FE 2ME M

Mot Em £m £m Er
Assets
Cash and balances at central banks g 73,813 78,000 70,815 7,804
Amounts due from subsidianes [ 1,037 1.567 18,152 240 |
Cther Inans and advances to banks 2 20458  DEDES J0BBR 21,750
Leoans and advances to banks [ 30,495 28,542 38,018 45,350
Amounts due from holding company and subsidiaries. a 1,116 1,268 7122 22.223|
Diher loans and advances to customers 4 343830 A33EE9 133,088 133349
Lizans and advances o customers 4 344055 334087 180191 161852
Debt securites subject to repurchase agreements 7 18,107 20,224 15,206 16,42-’-|
Diher debt securities 53,545 58,803 52,483 A0.118
Diebt securities 13 71,852 BD,027 47,880 7,602
Equity shares 14 445 1,068 298 231
Invesiments in Group undertakings 15 — — 35,188 4 482
Setlement balances 5,557 4,108 4,707 3,053
Amounts due from holding company and subsidiaries 12 1,308 1.275 6,144 -’-.?Eﬂ|
Diher derivatives 12 246438 261802 245332 0875
Diervatives 12 247744  263,0B3 251,478 265,601
Intangible assets 16 6,165 6,526 5 i
Propery, plant and equipment 17 4,536 4,453 1,523 1612
Dieferred tax e 1,788 2822 72 a0z
Prepayments, accrued income and other assets 18 2,288 3018 1,583 1.549
Assets of dsposal groups 18 8,366 3488 5 —
Total assets 797814 812181 833,613 660,182
Liabilities
Amounts dus to subsidianes [ 2117 3,0ED 107 177 '1&.3-’-3|
Crher deposits by banks a 38,436 38,085 32,111 30,877
Dieposits by banks 3 40,553 42,084 138,288 147230
Amounts due to holding company and subsidiaries 3 18,528 5,021 31,884 16,887 |
Diher customers accounts 4 357537 360053 110,554 121807
Customer accounts 4 3780685 374074 142,218 138774
Diebt securities in issue a 20,362 25,804 18,881 23,361
Settlement balances 3,841 3,383 2,774 2363
Short positions M X0ofe 20808 17580 97503
Amounis due to holding company and subsidiaries iz 1,228 1,263 5,036 3, 52.2]
Diher derivatives 12 236,348 254065 235,862 253844
Dierivatives 12 237577 255548 240,898 257272
Provisions fior liabiliies and charges | 11,840 7.220 4,334 1.847
Accruals and other liabilifies n 6,129 6,850 3,280 3829
Retirement benefit liabilities B n a7 a5 112
Dieferred tax 3 525 T2B — —
Amounts due to holding company 3 11,212 18,502 11,212 12.4EE|
Diher subordinated liabfifies 3 8,303 B.528 6,858 7045
Subordinated liabiities 24 18,515 27,030 17,870 25534
Liabilities of disposal groups 19 23,3 2,980 — —
Total liabilties 761,985 770284 587,737 ]
Mon-contralling interests a2 54 — —|
Oriners’ equity 5 35,757 41,853 45,876 51,177
Total equity 35,819 41,807 45,878 51177
Total liabilities and equity TO7. 814  B1Z2181 633,813 669, 1682

The accompanying notes on pages 137 to 238, the accounting policies on pages 121 to 138 and the audited sections of the Financial
rewses: Capital and risk management on pages 14 to 106 form an integral part of these financial statements.

The accounts were approved by the Board of directors on 23 Febrnuary 2017 and signed on its behalf by:

Howmard Davies Ross McBEwan Ewren Stevenson

Chairman Chief Executive Chief Financial Officer

The Royal Bank of Scotland plc

Regstration Mo. SC80312

RBS ple Annual Report and Accounts 2016 117
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Statement of changes in equity for the year ended 31 December 2016

Groun Bank
IME 1S Fr i s 4
£m £m Em Em £m £
Called-up share capital
At 1 January and 31 Decemiber 6608 6608 G808 G,808 8,809 6,609
Share premium account
At 1 January 26, B0T 26, B0T 26,200 268,807 24,807 26,260
Redempdion of preference shares classified as debt — — 517 — — 517
At 31 December 6, B0T 26,807 28,807 26,307 24,807 26,807
Merger resenve
At 1 January 10.B85 10.E34 10,800 (18) 47) (81}
Unwind of merger reserve 16 31 4 1d H H
At 31 December 10,B81 10,85 10,834 — (18] (47
Avadable-for-sale reserve
At 1 January i) 400 358 297 252 anz
Unrealised gains 1 E8 504 267 i 261
Realised gains (358) (70} [<DeE) (28] [44) (323)
Tant e (18) [45] 13 [32) 12
Recycled to profit or loss on ceding control of Ciizens (1) — o — — — —
Transfer to retained earmings — (43) (@) — — —
Al 31 December 281 i 400 240 287 252
Cash flow hedging reserve
At 1 January 473 1.0 (B8 286 755 350
Amount recognised in equity 1628 it 2,368 043 e 1.625
Amiount fransfemed from equity to eamings (1,048) {1,350) {1.45T7) (683] (944 {1.118)
Tam (158) 108 (334) 15 Ei (101}
Recycled to profit or loss on ceding control of Cilizens @ — (3a) - —_ — —
Transfer to retained eamings — @ 4 — — —
At 31 December B4z 423 1,026 261 288 TE
Foreign exchange reserve
At 1 January 8 1.782 1,842 (182) (246) (357}
Retranslation of net assets 1,082 (7] 403 (41) a0 110
Foreign cumency {losses)igains on hedges of net assetfs (278) (74) (B2 (48] 24 1
Tam 48 11 ] — — —
Recycled to profit or loss on disposal of businesses (45) 4 — — — —
Recycled to profit or loss on ceding of control Ciizens (3 — (G74) — — — —
Transfer to retained eamings — (542) 8] — — —
At 31 December BiT B 1,762 (282) (192) (246)
For notes o these tables refer to the following page
RBS ple Annual Report and Accounts 2016 118
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Statement of changes in equity for the year ended 31 December 2016

Group Eank
IME 25 Farl i IME FIT]
£m £m £m Em £m Em
Retained eamings
At 1 January (3.225) (2735 2 B84 17,386 18423 21200
({Loss\profit attnbutable to ordinary and equity preference
shareholders
- continuing operations 4.884) (3.184) 316 (3.451) (1.031) (2.058)
- discontinued operations 117 1,278 |3,4808) — — —
Equity preference dividends paid (23] (44 (E1) (23) [44) (&)
Transfer from available-for-sale reserve — 43 @ — — —
Transfer from cash fiow hedging reserve —_ () (34) —_ —_ —
Transfer from foreign exchange reserve — 042 ez — — —
Casts of placing Citizens equity — [.28) (45) _ — —
{Loss)igain on remeasurement of refirernent benefit schermes
- gross (1.041) (67} (1,848) a3 24 (107)
-tax 268 306 314 (21] (20) 16
Redempdion of preference shares classified as debt ) (1,744) — 517) (1.744) — (517)
Shares issued under employee share schemes (10) (28) (&) (10 (GB) (@1}
Share-based payments
- oSS X2 3d 28 a2 3 28
- tax — (4] 3 — 4 3
At 31 December (104800 (2225 (2,135) 12,232 17384 16,423
Owmers” eguity at 31 December 35 TET 41,853 45 3032 45 376 S A77 A2 5A3
Mon-controling interests
At 1 January 5 2,335 T8 — — —
Currency translation adjustments and cther movemnenis 3 28 113 — — —
Profit atiributable to non-conirolling interests
- continuing cperafions 4 2 5 — — —
- discontinued operations — 318 52 — — —
Dividends paid — (31} 4) — — -
Movements in available-for-sale securities
- unrealised gains — 25 ar — — —
- @ —_ (5 (13) —_ — —
Movements in cash flow hedging reserve
- amount recognised in eguity — 32 18 — — -
- recycled fo profit or loss on disposal of discontinued operations — — (18) — — —
-fax — 4 — — — —
Actuarial losses recognised in retrement benefit schemes — () — —_ — —
Equity raised (s — | 2117 — — -
Equity withdrawn and disposals 1 (24} 1) — — -
Loss of contrel of Citizens —  [8,157) — — — -
Al 31 December ) i M 235 — — —
Total equity at 21 December 30,819 41907 47.6EE 458m 51477 52,553
Taotal equity is attributable to:
Mon-coniroling interests i 54 2385 — — —
Preference shareholders —_ 1421 1421 —_ 1421 1421
Ordinary shareholders 36,757 40,432 43 EBD 45878 48758 51,132
36,818 41,807  47.6BE 45878 51177 62,663
Mactes

(1) 2015 Matof teoe - £5 millon change.
(2 2015 Metof te - £95 millon credit.

(31 Notax Impact.

(4] Issusd by RES pic o the holding company which wene rdesmed In Aprl 236,

(5] Inchudes £2,4%1 millon reaiing i the secondany offering of Cizens In Manch 2015 (2044 - £2,1197 millon reiaEng io the IPO of CHizens).

RBS ple Annual Report and Accounts 2016 118
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Cash flow statement for the year ended 31 December 2016

Group Eank.
2ME 205 2014 TE A5 Fo
ot £m Em £m Em Em Em
Cash flows from operating activiies
Operating (loss)profit before tax from continuing cperations [3rFax (3.23) 2328 (2.838) (1.451) (B59)
Profitiloss) before tax from disconinued operations 143 1831 (3183 — - -
Adjusiments for non-cash items and other adjusiments
inchudied within income statement (3.884) (8872 (283 (343) 6171 3477
(Cash contribution to defined benefit pension schemes (4.783) (1058 (1.083) {200) (32) (28)
Changes in operafing assets and Eabilites 18,181 10,787 (11,917) B,3z7 BO2  (30,27d)
Income taxes recened|paid) 14 (231) (302 335 (182 135
Met cash flows from operating activities H 6,889 1,122 (144200 3,008 A488  (27.851)
Cash flows from investing activities
Sale and maturity of securities Vo84 82345 178N TB4B 17EFT 22026
Purchase of securities (11.505) (12.882) (18.945) (10258 (11.451) (12022
Sale of property, plant and equipment 41 1,541 1,181 4B ans 164
Purchase of property, plant and equipment (802} (va1) (810) (508) (3348) (273)
et {investment in)/divestment of business nterests and
intangible assefs 32 (5TE) 53 (28T (14M]) (3837 (2.358)
Met cash flows from investing activities (53BE) (57D4) (40100 4.495) 2 456 BA43T
Cash flows from financing activities
Issue of subordinated iahbilities — — 1,438 — — B33
Proceeds of non-controlling interests issued — 243 2,117 —_ — —
Redemption of equity preference shares {1.744) — — {1.744) - -
Non-controling inferests equity withdrawn and disposals 1 — (1) — — —
Redermplion of subordinated Eabilities (4181 (10535 (1884 (4.121)
Dividends paid 127 (23] (4] (&1}
Interest on subordinated liabiities o ] | (1.30By  (1.457) (1.2338) (1.238)
Met cash flows from financing actvities (13.5X¥) (1,176) (2.000) (13.458) (3.3278) (4.585)
Effects of exchange rate changes on cash and cash equivalents 7813 525 632 T.216 &75 541
Met (decreaselincrease in cash and cash equivalents (4.04B) (5.233) (20.848) {7.540) h.243  (23.258)
Cash and cash equivalents at 1 January 102,075 107,308 127858 106813 101,370 124,628
Cash and cash equivalents at 31 December 35 @802y 102,075 107,308 BRO73 106613 101,370

The accompanying notes on pages 137 to 236, the accounting policies on pages 121 to 138 and the audited sections of the Financial
rexsess: Capital and risk management on pages 14 to 108 form an integral part of these financial statements.
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1. Presentation of accounts

The accounts are prepared on a going concem basss (see the
Report of the direciors, page 107) and in accordance with
International Financial Reporting Standards issued by the
International Accounting Standards Board {IASE) and
interpretations issued by fhe IFRS Interpretations. Committee of
fhe IASE as adopted by the Eurcpean Union (EL) (together
IFR:5). The EU has not adopted the complete text of |AS 39
‘Financial Instruments: Recognition and Measurement’; it has
relaxed some of the standard's hedging requirements. The Group
has not taken advantage of thes relaxation: its financial
staternents are prepared in accordance with IFRS as issued by
fhe IASB.

The company is incorporated in the UK and registered in
Secofland. s accounts are presented in accordance with the
Companies Act 2008. Whih the exception of inwestment property
and certain financial mstruments as described in Accounting
policies 8, 14, 16 and 18, the accounts are presented on an
historical cost basis.

RESI Holdings was classified as a disposal group at 31
Diecember 2016 and Citizens was classified as a disposal group
at 31 December 2015. They are measwred at far value less costs
fo sell.

The Group adopted a number of revisions o IFRSs effective 1
Jamary 2018

“Acounting for Acquisitions of Interests in Joint Operations'
issued in May 2014 amends IFRS 11 'Joint Amangements”. An
acquirer of an interest in a joint operation that is a business
applies the relevant principles for business combinations in IFRS
3 and other standards and makes the relevant disclosures
accondingly.

“Clarification of Accepiable Methods of Depreciation and
Ameortisation’ issued in May 2014 amends 1AS 16 'Property, Plant
and Equipment’ and 145 38 ‘Intangible Assets’ requiring
amortisation io be based on the consumption of an asset,
introducing a rebuttable presumpticn that this is not achieved by
an amortisation profe aligned to revenue.

Annual Improwements to IFRS 2012 - 2014 cycle was issued in
Septernber 2014 making a number of minor amendments o
IFRS.

Amendments to IFRS 10 "Consolidated Financial Statements’,
IFRE 12 "Disclosure of Interesis in Cther Entities’ and 1AS 28
Imvestments in Associates and Joint Venfures” were issued in
December 2014 to clarfy the applicafion of fhe imestment entity
consolidation exception.

An amendment to 1AS 1 Presentation of Financial Statements’
wias issued in December 2014 fo clarify the application of
materialty to financial statements.

The implementation of these requirernents has not had a material
effect on the Group's accounts.
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2. Basis of consolidation

The consoldated accounts incorporate the financial staternents
of the company and entites (including certain structured entities)
that are controlled by the Group. The Group controls another
entity (a subsidiary) when it is exposed, or has rights, o vanable
refurns from its inwolvement with that entity and has the abity fo
affect those retums through its power ower the other enfity; power
generally arises from holding a majority of woting rights. On
acquisition of a subsidiary, its identifiable assets, liabilties and
contingent Eabilities are included in #he conscolidated accounts at
their fair walue. & subsidiary is incuded in the consclidated
financial staterments from the date it is controlled by the Group
until the date the Group ceases to condrol it through a sale or a
significant change in circumsiances. Changes in the Group’s
interest im @ subsidiary that do not result in the Group ceasing o
control that subsidiary are accounted for as equity transactions.

All intergroup balances, transactions, mcome and expenses ane
eliminated on consoldation. The consolidated accounts are
prepared under uniform accounting policies.

3. Revenue recognition

Interest income on financial assets that are classified as loans
and receivables, available-for-sale or hekd-to-maturity and
interest expense on financial liabdties other than those measured
at fair value are determined using the effective inferest method.
The effecfive interest mefhod is a method of calculating the
amuortised cost of a financial asset or financial liability {or growp of
financial assets or liabilties) and of allocating the interest income
or interest expense ower the expected life of the asset or liability.
The effecfive interest rate is the rate that exactly discounts
estimated future cash flows to the instrument's iniial camying
amount. Calculation of the effective inferest rate takes into
account fees payable or receivable that are an integral part of the
instrurment’s yield, premiums or discounts on acguistion or issue,
early redemption fees and transaction costs. ANl contraciual terms
of a financial instrument are considered when es@mating future
cash flows. Negative effeciive interest accruing to financial assets
is presented in interest payable.

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

Fees in respect of services are recognised as the right to
consideration accrues through the provision of the senice to the
customer. The amangements are generaly contractual and fhe
cost of providing the service is incurred as the service is
rendered. The price is usually fined and always determinabie.
The application of this policy to significant fee types is cutlined
o,
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Fayment senices - this compnises ncome received for payment
senvices including cheques cashed, direct debits. Clearing House
Autemnated Payments (the UK elecironic setlement system) and
BACS payments (the autormated clearing house fhat processes
direct debits and direct credits). These are generally charged on
a per transaciion basis. The income is eamed when the payment
or transaction occurs. Charges for payment services are usually
debited to the customer's account monthly or quarterly in arrears.
Income s accrued at period end for senices provided but not yet
charged.

Credif and debif cand fees - fees from cand business nchude

*  Interchange recewved: as issuer. the Group receives a fee
{imterchange) each time a candholder purchases goods and
sepvices. The Group also receives interchange fees from
other card issuers for providing cash advances through its
bramch and automated teller machine networks. These fees
are accrued once the fransaction has taken place.

*  Periodic fees payable by a credit card or debit card holder
are deferred and taken to profit or loss over the period of the
SEIVICE.

Lesvding [credd foiifes| - commitment and utilisation fees are
determined as a percentage of the outstanding facility. If it is
unlikely that a specific lending arrangement wil be entered into,
such fees are taken to profit or loss over the e of the facility,
othenwise they are defermed and included in fhe effective interest
rate on the loan.

Brmberage fees - in respect of securities, foreign exchange, fulures
or opfions fransactions entered into on behalf of a customer are
recognised as income on execufion of a significant act.

Trade finance — income from the provision of trade finance is
recognised ower the term of the finance unless speciically related
o a significant act, in which case income is recognised when the
act is executed.

[Imvesiment manzgemert - fees changed for managing imeestments
are recognised as revenue as the services are provided.
Incremental costs that are directly attributable to securing an
inwestment management confract are deferred and charged as
expense as the related revenue is recognised.

4. Assets held for sale and discontinued operations

A mon-current asset (or disposal group) is classified as held for
sale if the Group will recover its cammying amount principally
fhrough a sale transaction rather than through confinuing use. A
nen-current asset (or disposal group) dassified as held for sale is
measured at the lower of its camying amount and far value less
costs to sell. IF the asset (or disposal group) is acquired as part of
a business combination it is mitialy measured at far value less
costs to sell.

Assets and liabities of disposal groups classified as held for sale

and non-current assets dassified as held for sale are shown
separately on the face of the balance sheet.
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The results of discontinued operations, comprsing the post-tax
jprofit or loss of discontinued operations and the post-tax gain or
loss recognised either on measurement fio fair value less costs to
sell or on disposal of the discontinued operation, are shown as a
single amount on the face of the ncome statement; an analysis
of this amiount is presented in Note 19 on fhe accounts. A
discontinued operation is a cash generating unit or a group of
cash generating units that either has been disposed of, oris
classified as held for sale. and (a) represents a separabe major
lime of business or gecgraphical area of cperations, (b) is part of
a single co-ordinated plan o dispose of a separate major line of
business or gecgraphical area of operations or (¢) is a subsidiary
acquired exclusively with a view io resale.

3. Employee benefits

Short-term employes benefits, such as salaries, paid absences,
and other benefits are accounied for on an accnials basis over
the period in which the employess provide the related senaces.
Employees may receive variable compensation satisfied by cash,
by debt instrurnents issued by the Group or by RBSG shares.
The treatment of share-based compensation is set out in
Accounting policy 24. Variable compensation that is setiled in
cash or debt instruments is changed fo profit or loss over the
pericd from the start of the year to which the variable
compensation relates fo the expected settlernent date taking
account of forfeiture and clawback criteria.

Confributions to defined confribution pension schemes are
recognised in profit or loss when payable.

For defined benefit schemes, the defined benefit cbligation is
measured on an actuarial basis using the projecied unit credit
methed and discounted at a rate determined by reference io
market yields at the end of the reporting period on high qualty
corporate bonds of equivalent term and currency fo the scheme:
liabdities. Scheme assets are measured at their fair value. The
difference between scheme assets and scheme liabilibies, the net
defined benefit asset or liabilty. is recognised in the balance
sheet. A defined benefit asset is limited to fhe present value of
any economic benefits available to the Group in the form of
refunds from the plan or reduced contributions o it

The charge fo profit or loss fior pension cosés (reconded in

operating expenses) comprises:

*  fhe current service cost

*  interest, computed at the rate used to discount scheme
liabiliies, an the net defined benefit liability or asset

*  past service cost resulting from a scheme amendment or
curtailment

*  gains or losses on setement.
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A curtailment occurs when the Group significantly reduces the
nurnber of employees covered by a plan. A plan amendment
occurs when the Group intreduces, or withdraws, a defined
benefit plan or changes the benefits payable under an exdsting
defined benefit plan. Past service cost may be either posiive
{when benefits are introduced or changed so that the present
value of the defined benefit obligation increases) or negative
{when benefits are withdrawn or changed so that the present
value of the defined benefit obligation decreases). A seftlement is
a transaction that eliminates all further obligation for part or all of
fhe benefits.

Actuarial gans and losses (ie. gains or and losses on re-
measwing the net defined benefit asset or liabdty) are
recognised in other comprehensive income in full in the pened n
which they arise.

6. Intangible assets and goodwil

Intangible assets acquired by the Group are stated at cost less
accumulated amortisation and impairment losses. Amortisation is
charged o profit or loss ower the assets’ estimated economic
wes using methods that best reflect the patiem of economic
benefits and is included in Depreciation and amortisation. These
estimated useful economic lives are:

Computer softwane
O¢ther acquired mtangibles

Expenditure on nfemally generated goodwill and brands is
wiritten-off as incumed. Direct costs relating o the development of
intemnal-use computer software are capitalised once technical
feasibiity and economic viabity have been established. These
costs include payroll, the costs of matenals and senaces, and
direcily atiributable owerheads. Capitalisation of costs ceases
wihen the software is capable of operating as miended. During
and after development, accumulated costs are reviewed for
impairment aganst the benefits that the sofiware is expecied to
generate. Costs incumed pricr io the establishment of technical
feasibility and economic viabilty are expensed as mcumed as are
all training costs and general overheads. The costs of licences to
use compuber software that are expected fo generate economic
benefits beyond one year are also capitalised.

3io 12 years
5o 10 years

Intangible assets nchude goodwill anising on the acguisition of
subsidiaries and joint ventures. Goodwl on the acquisition of a
subsidiary is the excess of the fair value of the consideration
fransferred, the fair value of any exdsting interest in the subsidiary
and fhe amount of any non-controling inferest measured either at
fair value or at its share of the subsidiary’s net assets owver the
Group's interest in the net fair value of the subsidiary's
identifiable assats, liabiliies and confingent liabifities. Goodwill
arises on the acquisition of a joint venture when the cost of
inwestment exceeds the Group’s share of the net fair value of the
joint wenture's identfiable assets and Eabilities. Goodwill is
measured at nitial cost less any subsequent impairment losses.
Goodwill arising on the acguission of associates is included
within their camrying ameunts. The gain or loss on the disposal of
a subsidiary, associate or joint verture inchudes the camying
value of any related goodwill.
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7. Property. plant and equipment

ltems of property, plant and equipment (except investment
property - see Accounting pobicy 8) are stated at cost less
accurmulated depreciation and imparment losses. Where an itlem
of property, plant and equipment comprises major components
having different useful lives, these are accounted for separately.

Depreciation is charged to profit or loss on a straight-line basis so
as o write-off the depreciable amount of property, plant and
equipment (including assets owned and let on operating leases)
over their estimated useful lves. The depreciable amount is the
cost of an asset less its residual value. Freehold land is mot

depreciated.

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

equipment are:

Freehold buddings 50 years

Long leasehcld property (leases

with more than 50 years o run) 50 years

Short leaseholds unexpired pericd of the
lease

Property adaptation costs 10 to 15 years

Computer equipment up to & years

Ciher equipment 4 fo 15 years

The residual walue and useful life of property, plant and
equipment are reviewed at each balance shest date and updated
for any changes to previous estimates.

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

At each balance sheet date, the Group assesses whether there s
any indication that its intangible assets, or property, plant and
equipment are impaired. If any such indication exists, the Group
estimates the recoverable amount of the asset and the
impaimnent loss if any. Goodwill is tested for mparment annualy
ar mare frequently if events or changes in circumstances indicate
that it might be impaired.

If an asset does not generate cash flows that are mdependent
from those of cther assets or groups of assets, the recoverable
amount is determined fior the cash-generating unit to which the
asset belongs. A cash-generafing unit is the smallest identifiable
group of assets that generates cash inflows that are largely
independent of the cash nflows from other assets or groups of
assets. For the purposes of impaimment testing, goodwill acguired
in @ business combination is allocated to each of the Group's
cash-generafing units or groups of cash-generating units
expected o benefit from the combination. The recoverable
amount of an asset or cash-generating unit is the higher of its far
value less cost io sell and its value in use. Value in use is the
present value of future cash fiows from the asset or cash-
pgenerating unit discounbed at a rate that reflects market imterest
rates adjusted for risks specific to the assef or cash-generating
unit that hawve not been taken into account in estimating future
cash flows. If the recoverable amount of an intangible or tangible
asset is less than its camying value, an impairment loss is
recognised immediately in profit or loss and the camying value of
the asset reduced by the amount of the loss.
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A reversal of an impaiment less on intanglble assets (excluding
goodwill) or property, plant and egquiprment is recognised as it
arises provided the increased camying value is not greater than it
wiould hawe been had no impairment loss been recognised.
Impairment losses on goodwill are not reversed.

9. Investment property

Imvesiment property compeises freehold and leasehold properties
fhat are held to eamn rentals or for capital appreciation or both
Investment property is not depreciated but is stated at fair vabue.
Fair value is based on cument prices for similar properties in the
same location and condition. Any gain or loss arnising from a
change i fair value s recognised in profit or loss.

Rental income from investment property is recognised on a
straight-line basis over the term of the lease in Other operating
ncome. Lease incentives granted are recognised as an integral
part of the total rental mcome.

10. Foreign currencies
The Group's consolidated financial statements are presented in
sterling which is fhe functional currency of the company.

Group entifies record fransactions in foreign cumencies in their
functicnal curency, the curmency of the primary economic
envircnment in which they operate, at the foresgn exchange rate
ruling at the date of the ransacticn. Monetary assets and
liabilities denominated in foreign cumrencies are transiated info
fhe relevant functional currency at the foreign exchange rates
ruling at the balance shest date. Foreign exchange differences
arising on the seflernent of foreign curmency transactions and
from the translation of monetary assets and liabdities are reported
in income from frading activities except for differences arising on
cash flow hedges and hedges of net investments in foreign
operations (see Accounting policy 23).

Non-monetary items denominated in foreign currencies that are
stated at far value are translated into the relevant funciional
cumency at the foreign exchange rates ruling at the dates the
values are determined. Translation diferences arising on non-
monetary items measured at fair value are recognised in profit or
loss except for differences arising on avalable-for-sale non-
monetary financial assefs, for example eguity shares, which are
recognised in other comprehensive income unless the asset is
fhe hedged iem in a fair value hedge.

Aszsets and liabilfies of foreign operations. including goodwll and
fair value adjustments arsing on acquisition, are franslated into
sterling at foreign exchange rates ruling at the balance sheet
date. Income and expenses of foreign operations are translated
into sierfing at average exchange rates unless these do not
approximate to the foreign exchange rates ruling at the dates of
fhe transactions. Foreign exchange differences. arising on the
franslation of a foreign operation are recognised in ofher
comprehensive income. The amount accumulated in equity is
reclassified from equity to profit or loss on disposal of a foreign
operation.
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11. Leases

As lessor

Contracts with customers fo lease assets are dlassified as
finance leases if they transfer substantially all the risks and
rewands of ownership of the asset to the customer; all other
confracts with customers to lease assets are classified as
operating leases.

Finance lease recevables are included in the balance sheet,
within Loans and advances to customers, at the amount of the
net investment in the lease being the minimum lease payments
and any unguarantesd residual value discounted at the interest
rate implicit in the lease. Finance lease income is allocated to
accountng periods so as to give a constant pericdic rate of retum
before tax on the net investment and included in Inferest
receivable. Unguaranteed residual values are subject to regular
review; if there is a reduction in their value, income allocation is
revised and any reduction in respect of amounts accrued is
recognised immediately.

Rental ncome from operating leases is recognised in income on
a siraight-fine basis ower the lease term unless another
systematic basis better represents the time pattem of the asset's
use. Operating lease assets are mcluded within Property, plant
and equipment and depreciated ower thewr useful bves (see
Accounting policy 7). Operating lease rentals receivable are
included in Cther operating income.

As lesses
The Group's confracts fo lease assets are principally operating
leases. Operafing lease rental expense is mcluded in Premises
and equipment costs and recognised as an expense on a
straight-ine basis ower the lease term unless another systematic
basis better represents the benefit to the Group.

12. Provisions

The Group recognises a provision for a present oblgation
resulting from a past event when it is more likely than not that it
will be required to transfer economic benefis to settle the
oblgation and the amount of the obligafion can be estimated
refiably.

Prowision is made for restructuring costs, including the costs of
redundancy, when the Group has a constructive obligation io
restructure. An obligation exssts when the Group has a detaled
formal plan for the restructuring and has raised a valid
expectation in those affected by starting o implement the plan or
by announcing its main features.

Iff the Group has a contract that is onerows, it recognises the
present chligation under the contract as a provision. An onerous
contract is one where the unawoidable costs of meeting the
Group's contractual obligations exceed the expected economic
benefits. When fhe Group vacates a leasehold property, a
prowision is recognised for the costs under the lease less any
expected economic benefits (such as rental income).
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Confingent liabilties are possible obligations arising from past
exents, whose existence will be confimed only by uncertain
future events, or present obligaticns arsing from past events that
are not recagnised because eifher an outflow of economic
benefits is not probable or the amount of the obiigation cannct be
reliably measured. Contingent liabdities are not recognised but
information about them is disclosed unless fhe possibility of any
oufflow of economic benefits in settlernent is remote.

13. Tax

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

Current tax is income tax payable or recoverable in respect of the
taxable profit or loss for the year arising in profit or loss, other
comprehensive income or equity. Provision is made for current
tax at rates enacted or substantively enacted at the balance
sheet date.

Dieferred tax is the tax expected to be payable or recoverable in
respect of temporary diffierences bebween fhe cammying amount of
an asset or liabdity for accounting purposes and its camying
armount for tax purposes. Defemed tax liabfifies are generally
recognised for all taxable temporary differences and deferred tax
assefs are recognised to the extent that it is probabde that they
will be recovered. Deferred tax is not recognised on temporary
differences that arise from inifial recognition of an asset ora
liability in a transaction {ofher than a business combination) that
at the time of the fransaction affects neither accounting nor
taxable profit or loss. Defered tax is calculated using tax rates
expected to apply in the periods when the assets will be realised
or the liabilifies settled. based on fax rates and laws enacied, or
substantwely enacted. at the balance sheet date.

Dieferred tax assefs and Eabilities are offset where the Group has
a legally enforceable nght to offset and where they relate to
ncome tanes levied by the same taxation authority either on an
individual Group company or on Group companies in the same
fa group that intend, in future peniods, fo seftle cument tax
liabiliies and assets on a net basis or on a gross basis
simultaneoushy.

14. Financial assets

On inifial recognition, financial assets are classified into held-to-
maturity imvestments; held-for-trading; designated as at fair value
fhrough profit or loss; loans and receivables; or avadable-for-sale
financial assets. Regular way purchases of financial assets
classified as loans and receivables are recognised on the
settlernent date; all other regular way transactions n financial
assefs are recognised on the frade date.
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Held-fo-mahuty nvesiments - a financial asset may be classified as
a held-to-maturity investrent cnly if it has fiwed or determinable
payments, a fined maturity and the Group has the positive
infention and ability to hold to maturity. Held-to-miaturity
investments are initially recognised at fair value plus directly
refated transaction costs. They are subsegquently measured at
amortised cost using the effective interest method (see
Accounting policy 3) less any impaimment losses.

Held-for-frsding - a financial asset is dlassified as held-for-trading if
it is acquired principally for sale in the near term, or forms part of
a portfiolic of financial instruments that are managed together and
for which there is evidence of short-term profit taking, oritisa
derivative (not in a qualifying hedge relationship). Held-for-trading
financial assets are recognised at fair value with transaciion costs
being recognised in profit or loss. Subsequently they ane
measured at fair value. Income from trading activibes includes
gans and losses on held-for-frading fnancial assets as they
arise.

Designated as at fair value through proff or loss - inandial assels may
be designated as at fair value through profit or loss only if such
designation (a) eliminates or significantly reduces a
measurement or recognition inconsistency; or (b) applies o a
group of financial assets, financial liabilities or both, that the
Group manages and evaluates on a fair value basis: or (c) relates
to an instrument that contains an embedded desivative which is
not evidently closely related to the host contract.

Financial assets that the Group designates on initial recognition
as being at fair value through profit or loss are recognised at fair
value, with fransaction costs being recognised in proft or loss,
and are subsequently measured at fair value. Gains and losses
are recognised in profit or loss as they arise.

Losns and receiables - non-derivative financial assets with fied or
determinable repayments that are not guobed in an actve market
are classified as loans and receivables. except those that are
classified as available-for-sale or as held-for-trading, or
designated as at far value through profit or loss. Loans and
recenables are initially recognised at fair value plus directly
refated transaction costs. They are subsegquently measured at
amortised cost using the effective interest method (see
Accounting policy 3) less any impaimment losses.

Avaistie-for-sake financis asseds - financial assets. that are not
classified as hebd-to-maturity; held-for-trading; designated as at
fair value through profit or loss: or leans and receivables are
classified as available-for-sale. Financial assets can be
designated as available-for-sale on initial recognition. Available-
for-sale financial assets are nilially recognised at fair value plus
directly related transaction costs.
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They are subseguently measured at far value. Unguoted equity
inwestments whose fair value cannot be measured reliably are
camied at cost and classified as available-for-sale financial
assets. Impairment losses and exchange differences resulting
from retranslating the amortised cost of foreign cumency
monetary available-for-sale financial assets are recognised in
profit or loss together with interest calculated using the effective
interest method (see Accounting policy 3) as are gains and
losses attributable to the hedged risk on available-for-sale
financial assets that are hedged items in fair value hedges (see
Accounting policy 23). Other changes in the fair value of
avalable-for-sale financial assets and any related tax are
reported in other comprehensive income until disposal, when the
cumulative gain or loss is reclassified from equity to profit or loss.

Reclassiizatons - held-for-frading and available-for-=ake financial
assets that meet the definition of loans and recenables (non-
derivative financial assets with fixed or determinable payments
fhat are not quoted in an active market) may be reclassified to
lzans and receivables if the Group has the intention and abiity to
hold the financial asset for the foreseeable fubure or until maturity.
The Group typicaly regards the foreseeable future for this
purpose as twehve months from the date of reclassification.
Additicnally, held-for-trading financial assets that do mot meet the
defnition of loans and receivables may, in rare circumstances, be
fransferred to available-for-sale financial assets or to held-to-
maturity imvestments. Reclassifications are made at fair value.
This fair value becomes the asset’s new cost or amortised cost
as appropniate. Gains and losses recognised up to the date of
reclassification are not reversed.

Fair value - the Group's approach to determining fhe fair value of
financial instruments measwred at fair value is sef out in the
section of Crifical accounting policies and key sources of
estimation uncertainty entiled Far value - financial instrurments.
Further details are gven in Mode 8 on the accounts.

13. Impairment of financial assets

The Group assesses at each balance sheet date whether there s
any objective evidence that a financial asset or group of financial
assets classified as held-io-maturity, as available-for-sale or as
Iloans and receivables is impaired. A financial asset or group of
financial assets is impaired and an impairment loss incurmed if
fhere is chjective evidence that an event or events since initial
recognition of the asset have adwersely affected the amount or
fiming of fubure cash flows from the asset.

Fnancial sssets camied st amonised cost - if there is objecive
ewidence that an impairment loss on a financial asset or group of
financial assefs classified as loans and receivables or as held-io-
maturity investments has been incurred, the Group measures the
amount of the loss as the difference between the camying amount
of the asset or group of assets and the present value of
estimated future cash fiows from the asset or group of assets
discounted at the effective interest rate of the instrument at initial
recognition. For collateralsed loans and receivables, estimated
future cash flows include cash flows that may result from
foreclosure less the costs of obiaining and selling the collateral,
wihefher or not foreclosure is probable.
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Where, in the course of the orderly realisation of a lean, itis
exchanged for equity shares or property, the exchange is
accounted for as the sabe of the loan and the acquisition of equity
secyrites or investment property. Where the Group's interest in
equity shares following the exchange is such that the Group
controls an entity, that entity is consolidated.

Irmpairment losses are assessed ndividually for fnancial assets
that are indwidually significant and individually or collectively for
assets that are nof individually significant. In making collective
impaimment assessments, financial assets are grouped into
porifolios on the basis of simiar risk charactenistics. Future cash
flows from these portfolios are estimated on the basis of the
contraciual cash flows and histoncal loss experience for asseis
with similar credit risk characienstics.

Histonical loss experience is adjusted, on the basis of observable
data, o refliect current conditions not affecting the period of
historical expenence. Impairment losses are recognised in profit
or loss and the camying amount of the financial asset or group of
financial assets reduced by establishing an allowance for
impaimment losses. If, in a subseguent period, the amount of the
impainment loss reduces and the reduction can be ascribed to an
event after the impaiment was recognised. the previously
recognised loss is reversed by adjusting the allowance. Once an
impaimment loss has been recognised on a financial asset or
group of financial assets, interest income is recognised on the
carrying amount using the rate of interest at which estimated
future cash fiows were discounted in measuring imgairment.

Impaired loans and receivables are written off, i.e. the impasment
provision is appled in writing down the loan's camying value
partially or in full, when the Group concludes that there is no
longer any realistic prospect of recovery of part or all of the loan.
For leans that are indwidually assessed for imparment, the
tirning of write off is determined on a case-by-case basis. Such
loans are reviewed regularly and write off will be prompted by
bankrupécy, insolvency, renegofiafion and simidar events.

The typical time frames from initial impairment to write off for the

Group's collecively-assessed portfolios are:

*  Retail morgages: wile off usually occurs within five years,
or when an account is closed ¥ earlier.

*  Credit cards: the irmecoverabde amount is wiitten off after 12
months; three years later any remaining amounts
outstanding are written off.

*  (Owerdrafis and ofher unsecured loans: write off oocurs
within six years.

*  Business and commercial loans: write offs of commercial
leans are determined in the: Bght of individual circumstances;
the pencd does not exceed five years. Business loans are
generally written off within fve years.

Amounts recovered after a loan has been wiitten off are credited

to the: loan impairment change for the penod in which they are
received.
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Fnancial assels camied st farvale - when a decline in the fair value
of a financial asset classified as available-for-sale has been
recognised directly m other comprehensive income and there is
chjective evidence that it is impaired, the cumulative loss is
reclassified from equity to profit or loss. The loss is measured as
fhe diffierence between the amortised cost (including any hedge
accounting adjustments) of the financial asset and its current fair
value. Imparment losses on available-for-sale equity instruments
are not reversed through profit or loss, but those on available-for-
sale debt insruments are reversed, if there is an increase in fair
value that is objeciively refated to a subsequent event.

16. Financial liabilities

Financial liabdities are recognised initially at fair waluwe and
classified into held-for-trading; designated as at fair value through
profit or boss; or amortised cost. |ssues of financial Esbilites
measuwed at amortised cost are recognised on sefilement dabe;
all ofher regular way transactions in financial liabilites are
recognised on trade date.

HeldHfor-frading - a financial liability is classified as held-for-trading
i it is incumed principally for repurchase in the near tem, or
forms part of a portioho of financial instruments fhat are managed
fogether and for which there is evsdence of shori-term profit
taking, or it is a derivative (not in a qualifying hedge relationship).
Held-for-irading financial liabiffies are recognised at fair value
with transaction costs being recognised in proft or loss.
Subsequently they are measured at fair value. Gains and losses
are recognised in profit or loss as they anise.

Designaled a5 &t fair value trough profi or loss - inancial Kabilities
may be designated as at fair value through profit or loss only if
such designation (a) elimmnates or significantly reduces a
measurement or recognition inconsistency; or (b) applies to a
group of financial assets, financial liabities or both that the
Group manages and evaluates on a fair value basis; or (c) relates
fo an instrument that contains an embedded derivative which is
not evidently closely related to the host contract.

Financial liabdities that the Group designates on initial recognition
as being at fair value through profit or loss are recognised at fair
value, with transaction costs being recognised in profit or loss,
and are subsegquently measured at far value. Income from
frading activities includes gains and losses on held-for-trading
financial liabilties as they arise.

Financial liabdities designated as at fair vahue through profit or
loss principally comprise structured liabilfies issued by the
Group: designation significantly reduces the measurement
inconsistency between these Eabilites and the related derivatives
camed at far value.

Amoriized cost - 3l other financial liabilfies are measured at
amertised cost using the effeciive interest method (see
Accounting policy 3).

Fair value - the Group's approach to determining fhe fair value of
financial instruments measwred at fair value is sef out in the
section of Crifical accounting policies and key sources of
estimation uncertainty entiled Far value - financial instrurments;
further details are given in Mote 9 on the accounts.
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17. Financial guarantee contracts

Under a financial guarantee contract, the Growp, in retum fora
fee, undertakes fo meet a customer's obligations under the ferms
of a deibt instrument if the customer falls fo do so. A financial
guarantes is recognised as a Eability; nitally at fair value and, if
not designated as at fair value through profit or loss,
subsequently at the higher of its indial value less cumulative
amuortisation and any provision under the contract measured in
accordance with Accounfing policy 12. Amartisation is calculated
50 35 to recognise fees receivable in profit or loss ower the period
of the guarantes.

18. Loan commitments

Prowision is made fior loan commitments, ofther than those
classified as held-for-trading, if it is probable that the facility will
be drawn and the resulting loan will be recognised at an amount
less than the cash advanced. Syndicated loan commitments in
excess of the level of lending under the commiément approved for
retention by the Group are classified as held-for4rading and
measured at fair vabue.

19, Derecognition

A financial asset is derecognised when the contractual right to
receive cash flows from the asset has expired or when it has
been transferred and the transfer qualfies for derecognifion. A
transfier requires that the Group either (a) fransfers the
confraciual rights to receive the asset's cash flows; or (b) refains
the right ta the asset's cash flows but assumes a contractual
obigation o pay those cash flows to a third party. After a
transfer, the Group assesses the extent to which it has retained
the risks and rewands of ownership of the fransferred asset. The
asset remains on the balance sheet if substantially all the risks
and rewards have been retained. | is derecognised if
substanfially all the risks and rewards have been transferred. i
substantially all the risks and rewards hawve been neither retained
nor fransfemred, the Group assesses whether or not it has
retained control of the asset. If the Group has retained control of
the asset. it continues o recognise the asset to the extent of its
continuing imehvemnent; i the Group has not retained control of
the asset. it is derecognised.

A financial Eability is remowved from the balance sheet when the
obSgation is discharged, or is cancelled, or expires. On the
redempiion or seftlierment of debt securities (incuding
subordinated liabilites) issued by the Group, the Group
derecognises the debi instrument and records a gain or loss
being the difference between the debf's carmying amount and the
cost of redemption or setlernent. The same treatment appbes
where the debt is exchanged for a new debt issue that has terms
substantially different from those of the existing debt. The
assessment of whether the terms of the new debi instrurment are
substantially different takes into account qualitative and
quanfitative charactenistics including a companson of the present
value of the cash flows under the new terms with the present
value of the remaining cash fiows of the original debt issue
discounted at the effective interest rate of the orginal debt issue.
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20. Sale and repurchase transacfions

Securies subject to a sale and repurchase agreement under
wihich substantially all the risks and rewards of ownership are
retained by the Group confinue to be shown on fhe balance sheet
and fhe sale proceeds recorded as a financial liability. Securities
acquired in a reverse sale and repurchase transaction under
wihich the Group is not exposed fio substantially all the risks and
rewards of ownership are not recognised on the balance sheet
and fhe consideration paid is recorded as a financial asset.

Securiies borrowing and lending transactions are usually
secuned by cash or securities advanced by the bormower.
Borrowed secuniies are not recognised on the balance sheet or
lent securities derecognised.

Cash collateral given or received is treated as a loan or deposit;
collateral in the form of securities is not recognised. However,
wihere securities bormowed are transfiemed fo third parfies, a
liability for the cbligation te return the securities to the stock

H. Netting

Financial assets and financial liabdties are offset and the net
amount presented in the balance sheet when, and only when, the
Group currently has a legally enforceable right fo set off the
recognised amounts and it intends either to setile on a net basis
or to realise the asset and settle the liability simultaneously. The
Group is party to a mumber of amangements, inchuding master
netting agreemenis, that give it the nght to offset financial assets
and financial liabdities, but where it does not intend to seftle the
amounts net or simulianecusly, the assets and liabilities

concemed are presented gross.

22. Capital instruments

The Group classifies a financial instrument that it issues as a
liability if it s a contractual oblgation to deliver cash or another
financial asset, or to exchange financial assets or financial
fiabilities on potentially unfawourable terms and as equity if it
evidences a ressdual interest in the assets of the Group after the
deduction of Eabiliies. The compenents of a compound fmancial
nstrument issued by the Group are dlassified and accounted for
separately as financial assets, financial liabilties or equity as
appropriate.

Incremental costs and related tax that are direcily atiributable to
an equity fransaction are deducted from eguity.

The consideration for any ordinary shares of the company
purchased by the Group (ireasury shares) is deducted from
equity. On the canceliation of treasury shares their nominal value
= removed from equity and any excess of consideration ower
nominal vakue is freated in accondance with the capstal
mantenance provisions of the Companies Act. On the sale or
reissue of freasury shares the consideration received and related
ta are credited to equity, net of any directly attributable
incremental cosis.
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23. Derivatives and hedging

Derivative financial imstruments are initially recognised, and
subsequently measured, at fair value. The Group's approach to
determining the fair value of financial mstruments is set out in the
section of Critical accounting polices and key sources of
estimation uncertainty entitied Fair value - financial instrumenrts;
further details are given in Note 8 on the accounts.

A derivative embedded in a conbract is accounied for as a stand-
alone derivative if its economic characieristics are not closely
refated to the economic charactenstics of the host contract;
uniess the entire contract is measured at fair value with changes
in fair value recognised in profit or loss.

Gains and losses arising from changes in the fair value of
derivatives that are not the hedging instrument in a gualifying
hedge are recognised as they arise in profit or loss. Gains and
losses are recorded in income from frading activiles except for
gans and losses on these derivatives that are managed together
with financial instruments designated at fair value: these gains
and losses are included in Other operating income. The Group
enters into three types of hedge relationship: hedges of changes
in the fair value of a recognised asset or liabilty or unrecognised
firrm commitment (fair value hedges); hedges of the variability in
cash flows from a recognised asset or liabdity or a highly
probable forecast transaction (cash fiow hedges); and hedges of
the net imvestment n a foreign operation.

Hedge relationships are formally designated and documented at
imnception. The documentation identifies the hedged item and the
hedging instrument and detals the risk that is being hedged and
the way in which effectiveness will be assessed at inceplion and
during the period of the hedge. If the hedge is not highly effective
in offsetling changes in fair walues or cash flows attributable to
the hedged risk, consistent with the documented risk
management sirategy. hedge accounting is discontinued. Hedge
accounting is alse discontinued if the Group revokes the
designation of a hedge relationship.

Farvale hedge - in a fair value hedge, the gain or loss on the
hedging insirument is recognised in proft or loss. The gain or
less on the hedged item atiributable to the hedged nisk is
recognised in profit or loss and, where the hedged item is
measured at amortised cost, adjusis the camying amount of the
hedged item. Hedge accounting is discontinued if the hedge no
longer meets the criteria for hedge accounting; or if the hedging
instrurnent expires or is sold, ferminated or exercised; or if hedge
designation is revoked. If the hedged item is one for which the
effective interest rate method is used, any cumulatve adjustment
is amortised to profit or loss over the life of the hedged fem using
a recalculated effective interest rate.

Cash flow hedge - in a cash flow hedge, the effectve portion of the
gan or loss on the hedging instrument is recognised in ofher
comprehensive income and the meffeciive portion n profit or
loss. ¥hen the forecast transaction results in the recogmnition of a
financial asset or financial liability, the cumulatve gain or loss is
reclassified from equity fo profit or loss in the same periods in
which the hedged forecast cash flows affect profit or loss.
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Othenaise the cumulative gain or loss is remowed from equity and
recognised in profit or loss at the same time as the hedged
fransaction. Hedge accounting is discontinued if the hedge no
Ionger meets the criteria for hedge accounting; if the hedging
instrument expires or is scld. terminated or exercised: if the
forecast transaction is no longer expected fo ocowr; or if hedpe
designation is revoked. On the discontinuance of hedge
accounting (except where a forecast ransaction is no longer
expected to ocour), the cumulative unrealised gain or loss is
reclassified from equity to profit or loss when the hedged cash
flows occur or, if the forecast transaction results in the recognition
of a financial asset or financial liabdity, when the hedged forecast
cash flows affect profit or loss. Where a forecast transaction is mo
longer expecied to occur, the cumulative unrealised gain or loss
s reclassified from equity to profit or loss immediately.

Hedge of net imvesiment in a foreign gperalion - in the hedge of a net
inwestment in a foreign operation, the porfion of foresgn exchange
differences arising on the hedging instrument determined to be
an effective hedge is recognised in ofer comprehensive income.
Any ineffective porfion is recognised in profit or loss. Mon-
derivative financial liabilities as well as derivatives may be the
hedging instrument in a net investiment hedge. On disposal or
partial disposal of a foreign operation, the amount accurmulated in
equity is reclassified from equity to profit or loss.

24. Share-based compensation

The Group operates a number of share-based compensation
schemes under which it awards RB5G shares and share oplions
io its employees. Such awards are generally subject to vesting
condifions: conditions that vary the amount of cash or shares to
wihich an employee is entifled. Vesting conditions include sendice
condifions (requining the employee fo complete a specified period
of service) and performance conditions (requinng the employee
o complete a specified period of service and specified
performance targets to be met). Other condifions to which an
award is subject are non-vesting conditions (such asa
requirement io sawe throughout the vesting pemod).

The cost of employee services received in exchange for an
award of shares or share oplions granted is measured by
refierence o the fair value of the shares or share options on the
date the award is granted and takes info account non-vesting
conditions and market performance conditions {condiions related
fo the market price of RBSG shares): an award is treated as
vesting imespective of whether any market performance condition
or non-westing condition is met. The fair value of options granted
is esfimated using valuation technigues which incorporate
exercise price. temm, nsk-free interest rates, the cument share
price and its expecied volatlity. The cost is expensed on a
straight-line basis ower the vesiing pencd (fhe period during
wihich all the specified vesting conditions must be satisfied) with a
comesponding increase in eguity in an egquity-settled award, ora
comesponding liability in a cash-setiled award. The costis
adjusied for vesting condifions (ofher than market performance
condifions) 5o as fo reflect the number of shares or share oplions
fhat actually west.
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If an award is miedified, the onginal cost continues o be
recognised as if there had been no modification. YWhere
maodification increases the fair value of the award. this increase s
recognised as an expense over the modified vesting pericd. A
new award of shares or share opbions is freated as the
modification of a cancelled award i, on the date the new award is
granted, the Group identifies them as replacing the cancelled
award. The cancellation of an award through failure to meet non-
vesiing conditions triggers an immediate expense for any
unrecognised elermnent of the cost of an award.

23. Cash and cash equivalents

In the: cash fiow statement. cash and cash equivalents comprises
cash and deposits with banks with an criginal maturnty of less
than three months together with short-ierm highty Bguid
invesiments that are readily convertible to known amounts of
cash and subject to insignificant rsk of change invalue.

26. Shares in Group entities
The Bank's imestments in its subsidianies are stated at cost less

any imgpairment.

Crifical accounting policies and key sources of estimation
uncertainty

The reported results of the Group are sensitive to the accounting
|policies, assurmplions and esfimates that underlie the preparation
of its financial statements. UK company |aw and IFRS require the
directors. in preparing the Group's financial statements, to select
suitable accounting policies, apply them consistently and make
judgements and estimabes that are reasonable and prudent. In
the absence of an applicable standard or interpretation, 1AS 8
“Accounting Policies, Changes in Accounting Estimates and
Emors’, requires management to develop and apply an
accounting policy that results in relewant and reliable nformation
in the Bght of the requirements and guidance in IFRS dealing with
similar and related ssues and the IASE's ‘Conceptual Framework
for Financial Reporting”. The judgements. and assumptions
imvohed in the Group's accounting policies that are considered by
the Board to be the most important to the portrayal of its financial
condition are discussed below. The use of estimates,
assumpions or models that difier from those adopted by the
Group would affect its reported resulis.

(i) Goodwill

The Group capitalises goodwill arising on the acquisition of
businesses, as discussed in Accounting policy 6. The camying
value of goodwill a5 at 31 December 2018 was £5,248 million
(2015 - £5,548 million).

Goodwill s the excess of the cost of an acguired business over
the fair value of its net assets. Goodwil is not amortised but is
tesied for impaiment annually or more frequently if events or
changes in circumstances indicate that it might be impaired.

Impairment testing in accordance with Accounting policy 8
inherently imvohies a number of judgmental areas: the
preparation of cash flow forecasts for periods that are beyond the
normal reguirements of managemenit reporting; the assessment
of the discount rate appropriaie to the business; estmation of the
fair value of cash-generating units; and the valuation of ther
separable assets. The sensitivity of the assessment to changes
in assumptions is discussed in Note 18 on the accounts.

128

357/487



Accounting policies

EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

(ii) Provisions for liabilities

As sef out in Mote 21 on the accounts, at 31 December 2018 the
Group recognised provisions for liabilites in respect of Payment
Protection Insurance, £1,252 milkon (2015 - £2:28 million). other
custorner redress, £1,041 million (2015 - E758 million ), residential
morigage backed securities, £6,752 million (2015 - £3.772
milion} and Eigation and other regulatory proceedings, £1,057
miliion {2015 - £488 million). Provisicns are liabdities of uncertain
fiming or amount, and are recognised when there is a present
obligation as a result of a past event. the outflow of economic
benefit is probable and the cutflow can be estimated relably.
Judgement is involved in determining whether an obligation
exists, and in estimating the probability, fiming and amount of any
outflows. Where fhe Group can look 1o another party such as an
insurer to pay some or all of the expenditure required to setfle a
provision, any reimbursement is recagnised when, and only
when, it is virtually certain that it will be recenved.

Fayment Frofechon Insuance - the Group has established a
provision for redress payable in respect of the mis-selling of
Payment Protection Insurance policies. The provision is
management's best estimate of the anticipated costs of redress
and related administration expenses. The determination of
appropriate assumptions fo underpin the provision requires.
significant judgement by management. The principal assumplions
underhying the provision together with sensitivities to changes in
fhose assumptions are given in Mote 21 on the accounts.

Frowisions for [dgabon - the Group and members of the Group are
party fo legal proceedings in the United Kingdom, the United
States and ciher jurisdictions, arising cut of their normal business
operations. The measurement and recognition of liabilities in
respect of litigafion inwohves a high degree of management
judgement. Before the existence of a present cbligation as the
result of a past event can be confirmed, numencus facts may
need o be established, involving extensive and time-consuming
discovery. and novel or unsettled legal guestions addressed.
Once it 5 determined fhere is an obligation, assessing the
probability of economic outflows and estimating the amount of
any liabdity can be wery difficult In many proceedings. it is not
possible to determine whether any loss is probable or fo estmate
fhe amount of any loss. Furthermore, for an individual matier,
fhere can be a wide range of possible outcomes and often it is
niot practicable to quantify a range of such outcomes. The
Group's cutstanding libigation is periodically assessed in
consultation with extemnal professional advisers, where
appropriate, fo determine the likelihood of the Group incurring a
liability. A detailed description of the Group's material legal
proceedings and a discussion of the nature of the associated
uncertamniies are given in Mobte 28 on the accounts.

Tax confngencies - determiming the Group's income tax charge
and its provisions for income faxes necessarily invohes a
significant degree of estimation and judgement. The tax
freatment of some fransactions is uncertan and tax computations
are yet o be agreed with the tax authonties in a number of
jurisdictions. The Group recognises anficipated tax Eabilities
based on all available evidence and, where appropriate. in the
light of external advice. Any difference between the final outcome
and fhe amounts provided will affect curment and deferred income
fax assets and liabilties in the period when the matter is
resolwed.
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(i) Deferred tax

The Group makes provision for deferred tax on temporary
differences where tax recognition cccurs at a different time from
accounting recognition. Defemed fax assets of £1,758 milliocn
were recognised as at 31 December 2016 (2015 - £2.622
million].

The Group has recognised defemed tax assets in respect of
losses, principally n the UK, and temporary differences. Deferred
tax assets are recognised in respect of unused fax losses and
other termporary difierences to the extent that it is probable fhat
there will be future UK, taxable profits against which the losses
and other temporary diffierences can be ulilised. The Group has
considered the camying value of the defemed tax asset as at 31
December 2016 and concluded that it is recoverable based on

Deferred tax assets of £5.728 million (2015 - £4,364 millicn) have
not been recognised in respect of tax losses and other temporary
differences where the availabiity of future taxable profits is
uncertain. Further details about the Group's defered fax assels
are given in Mote 22 on the accounts.

(iv) Loan impairment provisions

The Group's loan impairment provisions are established to
recognise incurred impairment losses in its portfolo of lkbans
classified as loans and receivables and camied at amortised cost
in accordance with Accounting policy 15.

A loan is impaired when there is objectve evidence that evenis
since the loan was granted have affecied expecied cash flows
from the lean. Such objective evidence, indicative that a
bomower's financial condifion has deteriorated, can include for
loans that are individually assessed: the nen-payment of intenest
or principal; debt renegotiafion; probable bankmuptcy or
liguidatson; significant reduction in the walue of any security;
breach of Bmits or covenants; and deteriorating trading
performance and, for collectively assessed portiolios: the
bormowers’ payment status and cbservable data about relevant

MACToeconomic Measures.

The irmpairment loss is the difference between the camying value
of the loan and the present value of estimated future cash flows
at the loan's original effective interest rate.

There are tso components to the Group’s loan impaiment
provisions: individual and collective.
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[ndhidual component - all impaired loans that exceed specific
fhresholds are individually assessed for impaiment. Individually
assessed loans principally comprise the Group's portfolio of
commerdial loans to mediurm and lange businesses. Impairment
losses are recognised as the difierence between the camying
value of the loan and the discounted value of management's best
estimate of future cash repayments and proceeds from any
debt capacity and financial flexability; the level and quality of its
eamings; the amount and sources of cash flows; the industry in
wihich the counterparty operates; and the realisable value of any
security held. Esfimating fhe quantum and fiming of fulure
recovenes involves significant judgement. The size of receipts
will depend on the future performance of the bomower and the
value of security, both of which will be affected by future
economic condibions; additonally, collateral may not be readiy
marketable. The actual amount of future cash flows and the date
fthey are received may differ from these estimates and
consequently actual losses incurred may differ from those
recognised in these financial staterments.

Coffective cormponert - this is made up of two elements: loan
impairment provisions for impaired leans that are below indwidual
assessment thresholds (colleciively assessed provisions) and for
Ioan losses that have been incumed but have not been separately
identified at the balance sheet date (latent loss provisions).
Collectively assessed provisions are established on a porticlio
basis using a present value methodology taking into account the
lewel of arrears, secuniy. past loss experience, credit scores and
defaults based on portfolio trends. The most significant factors in
establishing these provisions are the expecied loss rates and the
related average ie. These portiobos incude morgages, credit
card receivables and other personal lending. The future credit
quality of these portfolios is subject fo uncertainties that could
cause actual credit losses to differ materially from reported loan
impairment provisions. These uncertainties include the economic
emvircnment, notably interest rates and their effect on customer
spending, the unemployment level, payment behawviour and
bankruptcy trends. Latent loss provisions are held aganst
estimated impairment losses in the performing portfolio that have
yet fo be identified as at the balance sheet date. To assess the
latent loss within its porifolios, the Group has developed
methodologies to estimate the time that an asset can remain
impaired within a performing portfolio before it is identfied and
reported as such.

(v] Fair value - financial instruments

In accordance with Accounting policies 14, 18 and 23, financial
instruments dassified as held-for-trading or designated as at far
value through profit or loss and financial assets dassified as
avalable-for-sale are recognised in the financial statements at
fair value. All derivatives are measured at fair value.
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Fair vahue is the price that would be received to sell an asset or
paid to transfer a liabdity in an ordery transaction between
market participants at the measurement date. A fair value
measurement fakes into account the charactenstics of the asset
or liability if market parficipants would take those characteristics
into account when pricing the asset or liabdity at the
measurement date. It also uses the assumptions that market
parficipants would use when pricing the asset or liabilty. In
determining fair value the Group maximises the use of relevant
observable inputs and minimises the use of uncbseneable inputs.

Wherne the Group manages a group of financial assets and
financial liabilities on the basis of its net exposure to either
market risks or cred risk, it measures the fair value of a group of
financial assets and financial Eabilities on the basis of the price
that it would receive io sell a net long posifion (i.e. an asset) for a
particular risk exposure or io transfer a net short position (Le. a
liahility) for a particular risk exposure in an orderly transachon at
the measurement date under curent market conditions.

Credit valuafion adpustments are made when valuing dervative
financial assets to mcorporate counterparty credit risk.
Adpstments are also made when valuing financial liabiies
measured at fair value o reflect the Group's own credit standing.

Where the market for a financial instrument is not active, far
value is established using a valuation technique. These valuation
techniques inwolve a degree of estimation, the extent of which
depends on the instrument's comple:aty and the availability of
market-based data. Further details about the Group's valuation
methodologies and the sensitivity te reasonably possible
altemiative assumptions of the fair value of financial instruments
valued using techniques where at least one significant input is
unchsenable are gven in Mote 8 on the accounts.

Accounting developmentis

International Financial Reporting Standards

A number of IFR5s and amendments to IFRS were in issue at 31
Decamber 2016 that would affect RBS Group from 1 January
2017 or later.

Effective for 2017

In Jarmeary 2018, the IASE amended 1A5 7 "Cash Flow
Staternenis’ to require disclosure of the movements in financing
liabdities. The amendment is effective from 1 January 2017.

In Jarnuary 2018, the |ASE amended 145 12 “Income faxes’ to
clarify the recognition of defemred tax assets in respect of
unrealised bosses_ The amendment is effective from 1 January
2017.

Neither of these amendments is expected fo have a material
effect on the Group’s financial statements.

Effective after 2017 - IFRS 9

In Juty 2014, the A58 published IFRS 8 'Financial Instrurmnents’
with an effective date of 1 January 2013. IFRS 3 replaces the
current financial instruments standand 1AS 39, sefting out new
accounting requirements in @ number of areas. The Group is
continuing its assessment of the standard's effect on its financial
statements.
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The principhe features of IFRS 8 are as follows:

Recognifion and derecognifion

The sections in |AS 38 seiting out the criteria for the recognition
and derecognition of financial mstruments have been included
unamended in IFRS 8.

Classification and measurement
Financizl ass=ts - There are three classifications for financial
assefs in IFRS 8.

*  Amortised cost - Financial assefs with terms that give rise to
interest and principal cash flows only and which are held in
a business model whose objective is to hold financial assets
to collect their cash fiow are measured at amorbsed cost.

*  [Fair value through ofher comprehensive income - Financial
assefts with terms that give rise to inferest and principal cash
fiows only and which are held in a business model whose
objective is achieved by holding financial assets fo collect
their cash flow and selling them are measured at far value
through other comprehensive income.

*  [Fair value through profit and loss - Other financial assels are
measured at fair value through profit and loss.

At initial recognition, any financial asset may be imevocably
designated as measured at fair value through profit or loss if such
designation eliminates a measurement or recognition
nconsistency.

The Group continues fo evaluate the overall effect, but expects
fhat fhe measurement basis of the majority of the Group's
financial assets will be unchanged on apphcation of IFRS 8.

Fnancii isbifies - IFRS B's requirements on fhe dassification and
measurement of financial Eabiliies are langely unchanged from
fhose in 1AS 38, However, there is a change to the treatment of
changes in the fair value afributable to own credit risk of financial
liabilities designated as at fair value through profit or loss which
are recognised in other comprehensive income and not in profit
or boss as required by IAS 30,

Hedge accounting

IFRS s hedge accounting requirements are designed to align
fhe accouniing more cosely to the risk management framework;
permit a greater variety of hedging instruments; and remove or
simplify some of the rule-based reguirements in LAS 30, The
elements of hedge accounting: fair value. cash fiow and net
inwestment hedges are retained. There is an opfion in IFRS @ for
an accounting policy choice fo continue with the LAS 38 hedge
accounting framework; the Group currently anticipates applying
fhis cpfion.

RBS ple Annual Report and Accounts 2016

Credit mpaiment

IFRS 8's credit impairment requirements apply to financial assets
measured at amortised cost, io those measured at fair value
through other comprehensive income, to lease receivables and to
certain loan commitments and financial guarantee contracts. On
initial recognition a loss allowance is established at an amount
equal io 12-month expected credit losses (ECL) that is the
portion of Efe-time expected losses resulting from default events
that are possible within the next 12 months. Where a significant
increase in credi risk since initial recognition i identified, the loss
allowance increases so as o recognise all expected default
events over the expecied life of the asset. The Group expects
that financial assets wheme there is ohjectve evidence of
impaimment under 145 38 will be credt impaired under IFRS 9,
and carry loss allowances based on all expected default events.

The assessment of credit risk and the estimation of ECL are
required to be unbiased and probability-weighted: determined by
evaluating at the balance sheet date for each customer or loan
porifolio a range of possible outcomes using reascnable and
supportable information about past events, cument conditions.
forecasts of future events and economic conditions. The
estimation of ECL also takes into account fhe discount of future
cash flows. Recognition and measurement of credst impaiments
under IFRS B are mone forwand-leoking than under 145 39,

An RBS Group-wide programme has been established to
implement the necessary changes in the modelling of credit loss
parameiers, and the underlying credit management and financial
processes; this programme is led jointly by Risk and Finance.
The inclusion of loss allowances on all financial assets wil tend
to result in an increase in owerall credst impaiment provisions
when compared with the current basis of measurement under
145 39,

Transition

The dlassification and measurement and impairment
reguirements will be applied retrospectively by adusting the
opening balance sheet at the date of initial applcation, with no
reguirernent to restate comparative pericds. Hedge accounting
will be applied prospectvely from that date.
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The table below sets out the key descripfions used for credit impairment under IFRS 8 and their equivalent usage under |AS 38 and

existing regulatory reporting.
Attribute IFR5 9 IAS 39 Regulatory
Default 1 To determine the risk of a default occuming, Diefault aligned to loss | A default shall be considered to have
credit management intends to apply a default ewents, by classing all | occurred with regard to a parficular financial
impairment | definition that is consistent with the financial assets for asset when either or both of the following
BaselRegulatory definifion of default. wiich an impairment | have taken place:
ewent has aken place | - RBS considers that the cusiomer is
Assets that are defaulted will be shown as as nonperforming. unfikely to pay its credit obligations without
credit impaired. RES intends fo use Bl days | Nonperforming assets | recourse by the institufion to actions such
past due as a consistent measure for default | are defined as those as realising security;
across all product classes. Also, where RBS | that have a 100% - the customer is past due more than 80
considers that the customers unikely to pay | probabilty of default days.
in credit obligations. and an mtemnal asset
quality grade of For retail exposures, the definiion of default
0. may be applied at the level of an indwvidual
(see page 52 for credit facility rather than in relation to the
definifion). total obligations of a bomower.
Impaired financial
assets are those for
wihich there is
ohbjective evidence
fhat the amount or
fiming of fubure cash
fiows have been
since inital
Frobability | PD is the Bkefhood of default assessed on Regulatory PDs The likelihood that a customer will fad to
of default the prevailing economic conditions at the adjusied to point in make full and timely repayment of credit
(PO reporting date (point in time), adusted o fime mefrics are used | obligations ower a one year time horizon for

take nio account estimates of future
economic conditions that are likely to impact
the risk of default; it will not equate to a long
un aVerage.

in the latent provision
calculation.

wholesale.

PO miodels reflect losses that would arise
through-the-cyde: this represents a long
un average view of default levels. For
Retail PD models, the prevailing economic
conditions at the reporting date (point in
time) are used.
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Attribute

IFRS 3

1AS 39

Regulatory

Significant
increase in
credit risk

A framework is being established that incorporates
loth quantitative and qualitatve measures and is
ahgned to RBS's current risk management framework.
Decisions in relation to credit detericration will be
management decisions, subject to approval by
poveming bodies such as RBS Prowisions Commitiee.

The staging assessment requires a definition of when a
significant increase in credit risk has occurred; this
moves the loss calculation for financial assets from a
12 month horizen to a Metime horizon. Management
propose fo establish an approach that is primarity
informed by the increase in lifefime probability of
default, with additional gualitative measures to account
for assets where PD does not mowve, but a high risk
facior is determined, these include the Risk of Credit
Loss framework and binary friggers (examples includes
the use of payday lending. forbearance and 30 days
past due).

In most cases, management expect an asset that has
demonstrated a doubling of its lifefime probabaity of
default would be considered to have a saignificant
increase in credit risk.

IFRS 8 includes an option that permits assets that are
“low risk” to be exchuded from this assessment; RBS
does not intend to apply this option.

Not applicable

Mot applicable

Forward-
looking
and
mulfiple
SCENarios

[Loss given
default
(LGD)

The evaluation of fulure cash flows, the risk of default
and impaimment loss should take into account
expectations of economic changes that are reasonable.

More than ocne cutcome should be considersd to
ensure that the resulfing estimation of impairment s
ok biased towards a particular expectation of
economic growth.

Management have developed the default modelling
capabdity for IFRS 9 to simulate multiple economic
forecasts as part of the model outcomes for PO, LGD
and exposure.

LGD is a current assessment of fhe amount that will be
recovered in the event of default, taking account of
future conditions. It may cccasionally equate fo the
regulatory view.

Financial asset
camying values
based upon the
expectation of
future cash

values are
generally used
for calculating
callectve and

An estimate of the amount that will not
be recovered in the event of default,
plus the cost of debt collection
activiies and the delay in cash
recowery. LGD is a dowrtum based
medric, representing a prudent wew of
recoMery in adverse economic
condifions.
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Attribute IFRS 9 IAS 39 Regulatory
Exposure at Expected balance sheet exposure at Based on the cument | Modeds are used to provide estimates of
default (EAD) | default. It differs from the regulatory drawn balance plus credit facility utilisafion at the time of a
method as follows: future commitied customer default, recognising that
- it includes the effect of amortsation; drawdowns customers may make further drawings on
- it caps exposure at the confractual limit. unused credit facilites prior to default or
that exposures may increase due to market
movements. EAD cannot be lower than the
reported balance sheet, but can be reduced
by a begally enforceable netting agreement.
Date of initial | The reference date used to assess a Mot applicable for Generally follows financial accounting.
recognition | significant increase in credit risk is as impairment but
(DOIR) follows. defined as the date
Temm lending: the date the facility became | when the entity
awalable to the customer. becomes a party fo
Wholesale revolving products. the date of | the contractual
the last substantive credit review (typically | provisions of the:
annual) or, if later, the date facility became | instrument.
avaiable to the customer.
Retail Cards: the account opening date
or, if later, the date the card was subject to
a regular 3-year review or the date of any
subseguent limit increases.
Current Accounts’ Overdrafis: the account
opening date or, if later, the date of initial
granting of overdraft facility or of limit
noreases.
Modification | A modificalion ocours when the Maodification s not Not applicable
contractual cash flows of a financial asset | separately defined but
are renegotiated or otherwise modified accounting impact
and the renegofiation or modification does | arises as an EIR
nizt result in derecognition. A modification | adjustment on
requires immediate recognition in the changes that are not
mncome staterment of any impact on the derecognition or
camying value and EIR. Examples of impairment events.
maodification events include forbearance
and distressed restructuring. The financial
impact is recognised in the income
statement as an impairment release(loss).
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The Following table summarises the treatment of asset classification under 1AS 389 and IFRS A,

Assets
.i'-"||:|‘:

IFRS 3 IAS 39

FITPLiz FVOChn ACm FITPLiz FVOChn

Cash and balances at central banks
Non held-for-trading .

Loans and advances to banks

Hedd for trading
Mon held for trading .

Loans and advances to customers

Held-for-trading
Mon held-for-trading '

Debt securities
Held-for-trading
Mon hedd-fortrading:  Held-to-maturity .
Awalable-for-sale
Other .

Equity shares

Held-for-trading
Mon held-for-trading

Setflement balances
Mon held-for-trading .

Derivatives

Held-for-trading

Mgt

i1} Amorised cost

@ Fairvaiue fhrough profR and loss

(¥ Farvalue oher comprehensive income

Effective after 2017 - other standards

IFRS 15 'Revenue from Confracts with Cusiomers’ was issued in
May 2014 It will replace IAS 11 "Construction Contracts', 1AS 18
Revenue” and several interpretations. Contracts are bundled or
unbundied info distinct performance obligations with rewenue
recognised as the obigations are met. It is efective from 1
Jamary 2018.

IFRS 2 'Share-based payment’ was amended in June 2016 fo
clarify the accounting for net sefilement of tax in respect of share-
based payments and the calculation of the cost of modified
awards and those with vesting conditions that are not market
conditions. The effeciive date is 1 January 2018.

IFRIC Interpretation 22 Foreign Currency Transaction and
Adwance Consideration’ was issued in Decernber 2018 clarifying
fhe date of a foreign exchange transaction to be used on initial
recognition of a related asset or other fem. The effective date is
1 January 2018.

RBS ple Annual Report and Accounts 2016

IAS 40 Tmrestment Property” was amended in Decernber 2018 to
clarify that transfers into or out of the investment property
classification may only occur on a change of use or the property
ceasing to meet the defnition of an inwestment property. The
effective date is 1 January 2013

IFRS 16 'Leases’ was issued in January 2018 to replace 1AS 17
‘Leases’. There are ma substantial changes to the accounting fior
leases by lessors.  For lessees: accounting for finance leases will
remain substantially the same; operating leases will be brought
on balance sheet through the recognition of assets representing
the confractual rights of use and Eabilities will be recognised for
the confractual payments. The effective date is 1 January 2019,

The Group is assessing the effect of adopling these standards on
its financial statements.
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1 Met interest income

G 2Ms a4

Em £m Em
Loans and advances io customers 10,505 10,585 11,852
Loans and advances to banks 248 T3 356
Dielbt securities 243 ey 304
Interest receivable (1) 10,884 11,583 12,612
Customer accounts: demand depaosits 470 RA0 565
Custormer accounts: savings deposis 428 433 T2
Customer accounts: ofher time deposits 160 282 =L
Balances with banks 100 65 Ba
Dielbt securities in issue 323 it TBE
Subordinated liabifities 1,228 1261 1,262
Internal funding of trading businesses {3 1i0d a7
Interest payable (1) 2,708 3281 3,868
et interest income 8,288 8182 B.T44
2 Mon-interest income e ams M4
Em £m Em
Fees and commissions receivable
Payment services g3z B85 BED
Credit and debit cand fees Bdd 733 B21
Lending (credit faclites) 1,032 1068 1.232
Brokerage 153 260 v
Imsesiment management 187 250 335
Trade finance 180 Z3 264
Other 186 189 338
3,244 3,629 4,268
Fees and commissions payable {Ean) {804 (830)
Income from trading activifies
[Foreign exchange 1,023 730 1.2B1
Interest rate (aTa) : (225)
Credit aa [TE) 3
Changes in fair value of own debt and derivative liabilities atributable fo own credit
- diebt securifies in ssue a7 247 44
- derivative iahbilities 58 2 (77)
Equities and other (28] 3 114
a63 B2 1,150
(Lossigain on redemption of own debt (8] {263) i
Other operating income
Operating lease and other rental income 286 T ara
Changes in the fair value of own debt designated as at fair value through profit
or loss attributable to own credit risk @
- diebt securifies in ssue 40 : (aa)
- subordinated Eabilities {10) (3 )
Other changes in the fair value of financial assets and liabilibes designated as at
fair value through profit or loss and related denvatives (3] 240 ™
Changes in the fair value of investment properties (15] 13 (25)
Profit on sale of securities 120 40 3BT
Profi on sale of property, plant and equipment 15 B4 135
Profiti{loss) on sale of subsidiaries and associates 258 {158) (30)
Loss on disposal or setlement of loans and recenables (182) {561) (Z38)
Share of profits of associated entities T 2r 0
Other income 3 128 129 478
418 18 1,075
MNotes:
1) Negalve nizrest on loans and acvance |s cassed as Inerest payabie,
(Z) Mezsured as fhe change In fair vaise from movements inihe: year In the crexi sk premiam payadie by he Groug.
(3 Inchades Income: from aciiviies ciher than banking.
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3 Operating expenses
ams A4
Em £m Em
Wages, salanes and other staff costs 4,228 4588 4,650
Socaal security costs g2 X34 ar2
Share-based compensafion a2 33 43
Pension costs
- defined benefit schemes (see Note 4) 253 510 451
- gainsd{loss) on curtailments or setflements (see Mole 4) 2 (B5) —
- defimed contributicn schemes a2 iit] g1
Siaff costs 4,080 5080 5,507
Premises and equipment 1,381 B2 2,044
Other adminisirative expenses (1) 8,048 G127 4,324
Property, plant and equipment depreciation and write down (see Mote 17) 565 Ec3g 655
Intangible: assets amorisation (see Note 18) 203 ] 262
Depreciation and amortisafion T8 1,165 a7
Wiite down of goodwill and other intangible assets (see Note 18) 158 1,331 f23
15,3268 18,011 13,405
Restructuring and divesiment costs
Included in operating expenses are the following restructuring and divesiment costs.
Promises and
St depreciation Cfher {7 Total
£ Em £m £m
Restructuring
2a 466 145 1.132 1.743
25 508 733 44 2,275
214 258 208 268 Fili]
Divestment
2ma 1582 1 183 356
25 214 g 45 626
2014 120 3 233 356
Motz
{1 Inchures | Bgalion and conduct costs and L bank ievy. Furher detais ane proided nboke 21,
{2 Inchues oiher administrttve sxpenses, write down of goodwll and ofher inangibie asses.
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3 Operating expenses continued

The average number of persons employed, rounded fo the nearest hundred. in continuing operations during the year, excluding
temporary staff, was 80,300 (2015 - B5.800; 2014 - 89 200); on the same basss there were 1,800 people employed in discontinued
operations (2015 -11,700; 2014 - 18,300). The number of persons employed by the Group at 31 December, excluding temporary staff,

wias as follows:

2086 ams 24
UK Personal & Business Banking 20,300 i 24,500
Uister Bank Rol 3,000 2,500
Personal & Business Banking 23,300 27,000
Commercial Banking 5,000 6,000
Private Banking 1,700 2.200
Commercial & Private Banking 7,300 E.200
MafWest Markets 1,100 1,700
Capital Riesclution 300 1.900
Wiliams & Giyn 4,300 4,700
Ceniral & Other 38,400 42 800
Total 75,200 BE400
UK 55,800 62,000
usa 700 2,000
Europe 5,000 7.300
Rest of the Wiorld 13,800 15,100
Tofal 75,200 BE400

The number of people employed in discontinued operations. at 31 December was 1,800 (2015 -1,800; 2014 - 18,900).

Share-based payments

As described in the Remuneration report in the RES Group Annual Report and Accounts 2016, the RBS Group grants share-based

awards to employees principally on the followng bases:

Ausard pian Elgihie smpioyees Pvhores of o {1}

Sharesave UK, Republc of Ireland,  Opbion fo buy shares
Channel Islands, under employee savings
Gibraltar and Iske of Man | plan

Deferred performance Al Awards of ordinary

awards shares

Leng-term incentives (33 Senior employees Awards of conditional

shiares or share opfions

Pt
[a k] Mnmmmmummmmm

) Al amands haee vesing condifons and thensfors some may nof
(¥ Long-t=sm ncenfves

Setiement
207 fo 2021

Wesiing condions (2)
Confinuing employment or leavers in
ceriain circumstances

Confinuing employment or leavers in - 2017 to 2018

| eftain circumstances

Confinuing employment or leavers in - 2017 o 2021
certan circumstances andior
achievernent of performance

conditions

Inciudie the Executive Shane Dmnmnmmmmmmmmm

The fair value of opfions granted in 2016 was determined using a pricing model that included: expected volatility of shares determined at

fhe grant date based on historical volatiity over a period of up to five years; expected option lves that equal the vesting perod; no
divsdends on equity shares; and risk-free inferest rales determined from UK gilts with terms matching the expected lives of the options.

The sirke price of options and the fair value on granting awands of fully paid shares is the average market price over the five frading

days (three frading days for Sharesave) preceding grant date.
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3 Operating expenses continued
Sharesawve . M5 2044
Ayarage SratEs AErage Shames Mg arares
ENeTC e price under option exerhie price under opdon exercise price uRder opfion
£ E [million} 3 {milien}
At 1 January 287 58 2.85 51 2400 g2
Granted 1.68 ir 2. 12 343 12
Exercised 237 — 238 2] 234 {8}
Canceled 302 [17) 2.08 ] 381 {17}
Al 31 December 246 58 2.87 i 85 51

Options are exercisable within six months of westing; 8.1 milion opfions were exercisable at 31 Decemnber 2016 (2015 - 1.0 million; 2014

- 1.8 milicn). The weighted average share price at the date of exercise of options was £1.78 (2015 - £3.54; 2014 - £2.85). At M1

December 2016, exercise prices ranged from £1.68 to £4.34 (2015 - £2.33 and £18.93; 2014 - £2.33 to £38.27) and the remamning
conirachual Be was 2.9 years (2015 - 2.8 years; 2014 - 3.7 years). The fair value of options granted in 2016 was £18 millicn

average
{2015 - £42 miilbon; 2014 - £18 million).

Deferred performance awards

2086 iyt 2014
Walue ot Ebares Value at Ehares Value at Shares
igrank ‘meaded grant =aded arant awadss
Em Serlilion] £m {milllon £m (il
At 1 January 278 80 22 BS 180 55
Granted 170 a8 138 50 an a5
Forfeited {19) T [24) {11) (28) {7}
Vested (131) [46) [148] [E2]] {170y (51)
Disposals — — — — (21) {7}
At 31 December 206 102 27 ED 272 85
The awards granted in 2018 vest in three equal trenches on the first, second and third anniversary of the award.
Long-term incentives
HHE 25 HH4
Waue Shames Opiions false at Shares Oplions Walle at Eranes Oplons
at grant wearded ‘ower sharss prart swared oreer shares prart aaded Over sThaes:
Em | million} (mililon) £m [million] [million} £m [million] (mhlor)
At 1 January 153 44 5 214 il T X0 a4 13
Granted ar 18 — B 1 — T2 2 —
Vestedexercised (38) {12} _ (51) (18] (2) (B1) (14) 5
Lapsed [32) (10} 1 (48) (18] — (B5) 122
Disposal — — — — — — (32) {11] —
At 31 December 119 38 4 153 44 ] 214 i 7

The market value of awards vested/exercised in 2018 was £40 million (2015 - £55 million; 2014 - £44 million). There are vested options
ower 4 million shares exercisable up fo 2018 (2015 - 5 million; 2014 - 7 million).
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4 Pensions

The Group sponsors a number of pension schemes in the LUK
and owerseas, including the Main Section of The Royal Bank of
Scotland Group Pension Fund (the Main scheme”) which
operates under LUK trust law and is managed and administered
on behalf of its members in accordance with the terms of the trust
dead, the scheme rules and LK legislation (princpally the
Pension Schemes Act 1983, the Pensions Act 1985 and the
Pensicns Act 2004). Under UK legislation a defined benefit
pension scheme is required fo meet the statutory funding
objecive of having sufficient and appropriate assets fo cover its
liabiliies. Pension fund frustees are required to: prepare a
staternent of funding principles; obtain regular actuarial
valuafions and reports; put in place a recovery plan addressing
any funding shertfall; and send regular summary funding
staternents fo members of the scheme.

The Main scheme corporate frustee is RBS Pension Trustes
Limited (the Trustee), a wholly owned subsadiary of Mational
Westminster Bank Plc. The Trustee is the legal oswmner of the Main
scheme assets which ane held separately from the assets of the
Group. The Board of the Trustee comprises four trusiee directors
nominated by members selected from eligible active staff and
pensicner memibers who apply and six appointed by the Group.
The Board is responsible for operating the scheme in line with its
formal rules and pensions law. It has a duly to act i the best
interests of all scherme members. including pensioners and those
wiho are no longer employed by the Group, but who still have
benefits in the scheme.

Samilar governance principles apply o the Group's other pension
schemes, alihough different legisiative frameworks apply o the
Group's overseas schemes.

Various changes have been made o the Group's defined benefit
pension schemes fo manage pension costs and risks. The Group
amnaounced in October 2016 that, following an extensive
consultation process that, it would be mcreasing employes
contributions in its UK defined benefit pension schemes by 2% of
salary.

The Group's defined benefit schemes generally provide a
pension of one-sixtieth of final pensionable salary for each year
of service prior fo retrement up to a mammum of 40 years.
benefits.

Since October 2008, new UK entrants may join The Royal Bank
of Scotland Retirernent Savings Plan, a defined contribution
pension scheme.

The Group also provides post-retirement benefits other than
pensions, principally through subscriptions to private healthcars
schemes in the UK and unfunded post-retirement benefit plans.
Prowision fior the costs of these benefits is changed to the income
statiement over the average remamning future senvice lives of
ehighble employees. The amounts are not material.

Interim valuations of the Group's schemes under 1AS 18 Employee Benefits’ were prepared at 31 December with the support of

independent achuaries, using the folowing assumpbions:

Principal IAS 19 actuarial assumptions

Kain schemes
IMEe

=]

Discount rate

Expected retum on plan assets

Rate of increase in salanes
Rate of increase in pensions in payment
Rate of increase in defemed pensions
Infiaticn assumption (RPI)
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4 Pensions contnued

Discount rate The criteria include issue size, quality of pricing and the exclusion
The Group discounts its defined benefit pension obbgations at of outhers. Judgement is also required in determining the shape
discount rabes determined by reference to the yield on high of the yield curve at long durations: a constant credit spread
quality’ corporate bonds. redative io gilts is assumed.

The sierling yiekd curve {applied to B4% of the Group's defined
benefit obligations) is constructed by reference fo yislds on A4
conporate bonds from which a single discount rate s derived
based on a cash flow profile similar in stnucture and duration to
fhe pension obbgations. The weighted awerage duration of the
Main scheme's defined benefit obSgation at 31 December 2016 is
20.8 years (2015 — 18.1 years). Significant judgemnent is required
when setfing the criteria for bonds to be included in the
population from which the yield curve is derived.

Main schame
HME AHS
Major classes of plan assets as a percentage of fotal plan assets ) w %
Quoted assets
Quoted equites
- Consumer industry 48 5.3
- Manufachuring industry 18 32
- Energy and ufilities a7 26
- Financial institutions 8.3 54
- Technology and telecommunications 23 34
- Other 0.8 0.e
Private equity 34 14
Index-finked bonds 4 282
Govemnment fixed inferest bonds 58 a0
Corporate fixed inferest bonds 179 18.0
Unguioted assets
Corporate and other bonds 18 33
Hedge funds 0.2 02
Real estate 52 6.4
Deerivatives 10.2 G4
Cash and other assets 34 4.1
Equity exposure of equity futures (1.8) 1.4}
Cash exposure of equity futures 1.8 1.8
100.0 100.0

The assets of the Main scheme, which represent 807% of plan assets at 31 December 2016 (2015 - 88%), are invested in a diversified
portiolio of quaoted and private equity, gowemment and corporate fived-interest and index-linked bonds, and other assets including real
estate and hedge funds.

The Main scheme employs dervative instruments to achieve a desired asset class exposure or o match assets more closely to
liabilities. The value of assets shown reflects the assets owned by the scheme, with any dervative holdings valued on a mark-to-market
basis.
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4 Pensions contnued

The Main scheme's holdings of derivafive instruments are summanised in the table below:

s e

Fanlional Falr waie Raolional Fair value
AMIUNEs Azsets Linoifies Smoumts Assets Linoifies
Em Em £mi Em £m £mi
Inflation rate swags 11,640 209 548 8,578 78 BT
Interest rate swaps 414383 D440 5442 32822 5722 ATI0
Currency forwards 15,314 131 136 10247 25 247
Equity and bond call options 2,157 788 1 8,277 744 1
Equity and bond put opficns 1,880 — 2 8,109 2 12
Other 3,711 1718 1518 2311 1,506 1478

The invesiment strategy of other schemes is similar to that of the
Main scheme, adjusted to take account of the nature of Eabilities,
risk appetite of the trustees. size of the scheme and any local
regulatony constraints.

Swaps are used o manage interest rate and inflation risk of the
liabilities, as well as being used to manage other risks within fhe
Main scheme. They have been executed at prevailing market
rates and within standard market bidioffer spreads with a number
of counterparty banks, inchuding The Royal Bank of Scotland plc.

At 31 December 2018, the gross notional value of the swaps was
£55 874 million (2015 - £44, 387 million) and had a net positive
fair valwe of £3,629 million (2015 - £1,444 million). Collateral is
required on all swap transactions. The counterparty banks had
defverad a net amount of £3,981 million of collateral at 31
December 2016 (2015 - £2.153 million]).

The schemes can hawve exposure to the Group within their
imvesiment programmes. At 31 December 2018 the Main
scheme's exposure o the Group was £2,087 million (2015:
£1,146 milion) which includes indirect exposure to ordinary
shares of the Group fhrough index tracking investments, swaps
contracts (before alowing for collateral posted against the mark
value of the swaps) and cash deposits held with Mational
Westminsier Bank Pl

IAS 13 post-retirement mortality assumptions (Main scheme) 016 AN
Lengevity at age 60 for cument pensioners (years)

Males 4 TR
Females 28.1 208
Lengevity at age 60 for future pensioners currently aged 40 (years)

Males 20.0 201
Females na 34
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4 Pensions contnued
Present vaiue HAazel
Fair uziue of defined celing!
of plan ] minimam het persion
Changes in value of net pension liability ”‘Ei = :}:1_::'“ mm”g:.-' :H;:.
At 1 January 2015 .34 36,596 1,854 4,108
Currency translation and other adjusiments E ] (E:3) — (32}
Income stabement
Net interest expense 1.206 1,285 o4 153
‘Current senvice cost 328 32
Past service cost 40 40
‘Gains on settlements (&5} il
1.206 1,588 4 456
Statement of comprehensive income
Return on plan assets above recognised interest mcome (457) — 457
Experience gains and losses [258) (258
Effect of changes in actuarial financial assurmpdions (1.368) (1,386)
Effect of changes in actuarial demographic assumptions 48 48
Asset cailing/minimum funding adjustments. 1,212 1212
[457) (1.508) 1.212 73
Confributions by employer 1.058 — {1,058
Confributions by plan participants and other scheme members i} i} —
Benefits paid (1.128) (1.128) —
Transfer to disposal groups (&89 [267) 2
At 1 January 2018 24,606 35,115 3.130 3548
Currency translation and other adjustments ikry 602 — G5
Income statement
Met inferest expense 1451 1,322 122 (7l
‘Current senvice cost 258 250
Past service cost g ]
. Loss on curtailments or setiements 2 2
1451 1,580 12 261
Statement of comprehensive income
Return on plan assets above recognised interest ncome 8,254 (8,254
Experience gains and losses [TE3) (7e3
Effect of changes in actuarial financial assurmplions 8,557 9587
Effect of changes in achuarial demographic assumptions (343) :513:‘
Asset cailing/minirurm funding adjustments 2074 2.!1?4|
8254 8211 2074 1041
Confributions by employer 4,TB3 — — {4,783)
Caonfributions by plan participants and other scheme members 12 12 —_
Liabilities extinguished upon setfemeant 43) [128) {84)
Benefits paid (1.485) {1.465) -
Transfer to disposal groups (787 [TEE) (11} T
At 31 December 2018 4B 438 43,177 52315 54
Pate:
(1) In recogrising fhe net surpius or defct of 8 pension scheme, fhe funded salus of mach scheme is adjusied to refect any g Impasad on the sparsar
and any caiing on fhe amount that the spomsor has & ight i recover from & scheme.
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4 Pensions contnued
hiain scheme
IME A5
Analysis of net pension deficit £m £m
Fund assets at fair value 43,824 30,703
Present value of fund Eahbilities 38.851 30,066
Funded status 4873 263
Asset ceiling/minimurm funding [4,973) 2,981
Retirement benefit liability — 3244
Minimum funding requirement — 3,657
Asset ceiling — (413}
— 3,244
2ME A5
Net pension deficit comprises £m Em
et assets of schemes in surplus (included in Prepayments, accrued income and
other assats, Note 18) (267) (215)
et Eabilities of schemes in deficit 2 3,764
b 3,540
206 201 M4
Em £m Er
Confimung operations 255 5 451
Discontinued operations i} 12
261 458 463

The defined benefit obligation is atiributable to the different classes of scheme members in fhe following proportions (Main scheme)c

Pensioner

2ME A=
k] L]
18.1 175
45.8 418
8.0 406
100.0 100.0

The table below sets out the sensitivities of the present value of defined benefit obligations at 31 December to a separate change in the

principal actuarial assumptions.
Main scheme [decrease VInrease
In obiigation af 31 December

;E 05
£m Em
0.25% ncrease in the discount rate {1.878) (1.382)
0_25% mcrease in inflation 1,552 1,108
0.25% addifional rate of mcrease in pensions in payment 1,330 5
Lengevity increase of one year 1,522 853

RBS ple Annual Report and Accounts 2016 145

373/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

Motes on the accounts

4 Pensions contnued
Pensicn iabilities are calculated on the ceniral assumptions and under the relevant sensitivily scenanios. The sensitivity to pension
liabilities is the difference between these calculafions.

The sensitiity analysis presented abowe may not be representatve of the actual change in fhe defined benefit obigation as it is unlkely
fhat the changes in assumpfions would coeur in isolation of one another as some of the assumptions may be comelated.

G

ME 205 M4 013 Az
History of defined benefit schemes Em =m £m £ Em
Fair value of plan asseis 48438 34,806 343N 28471 28,350
Presant value of plan obigations 43177 35,115 30,594 3445 30,088
et surplus’{deficit) 5,261 [418) (2,255) (2,874) (3.710)
Experience (lossesjigains on plan liabities (T93) 258 18 177 (202)
Experience gains/(losses) on plan asseis 8,254 [457) 517 1,087 476
Actual retum on plan assets 10,705 748 B.485 2270 1,662
Actual retum on plan assets - % 30.9% 2% 22.8% 8.8% 7.0

Triennial funding valuation

In January 2018, the Group accelerated the sefflerent of the future confributions agreed with the Trustee as part of the 31 March 2013
friennial valuation of the Main scheme. This amounted to £4.2 billion. At the same fime it entered inte a Memorandum of Uinderstanding
with the Trusiee that included advancing the date of the 31 March 2016 triennial funding valuation to 31 December 2015, Consequenthy,
fhe next tiennial valuaticn does not need to be agreed until 31 March 2020

In June 2016, the triennial funding valuation of the Main scheme as at 31 December 2015 was agreed. Using the actuarial assumptions
set out in the table below (which are different to the assumptions used to calculate the 1AS 18 defined benefit obigation) the pension
liabilities calculated at 31 December 2015 totalled £37 billicn and fhe defict was £5.8 bilicn, subsequently reduced by the £4.2 billion
cash payment in March 2016. Imvesiment retums over the next 10 year pericd are forecast to absorb the £1.8 bilion balance of the
deficit. The average cost of the future senvice of current members has increased from 27% to 35% of basic salary before confmbutions
from those members; i includes the expenses of running the scheme.

The Trustee of the Main scheme is responsible for seffing the achuarial assumptions used in the tiennial funding valuaticn having taken
adwice from the Scheme Actuary. These represent the Trustee’s prudent estimate of the future experience of the Main scheme taking
into account the covenant provided by the Group and the investment strategy of the scheme. They are agreed with the Group and
documented in the Siatement of Funding Principles.

The key assurmplion methodology used in the 31 December 2015 valuation is set cut below. As at that date the funding level disclosed
on the assumptions below was B4%. This is before any allowance for the £4 .2 billion contrbufion made in March 2018,

Principal actuarial assumptions for 2013 and 2013 friennial valuations

Diiscount rate Fixed interest swap yeeld curve plus 1.5% per annum at all durations
Inflation assumption Retail price index (RP) swap yield curve
Rate of increase in pensions in payment (RP1 flicor 0%, cap 5%) Limited price indexation (LPI) {0.5) swap yield curve
Post retrerment meortality assumpbions: 1 5] 203
Longevity at age &0 for current pensioners (years) Ma= x4 288
Female oz 308

Longevity at age &0 for future pensicners cumently Male 209 nT

aged 40 (years) Female 324 328
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5 Auditor's remuneration

On 24 March 2018 Deloitie LLP (Deloitie) resigned as the Group's auditors and on 4 May 2016 the shareholder approved the
appointment of Emst & Young LLP (EY) as the Group's auditor at the Annual General Meeting for the audit of the 2016 annual
accounts. Amounis paid io the Group's auditors for siatutory audit and other services are set out below:

Diel oitbesa)
Feas payable for the audit of the Group's annual accounts

Feas payable to the auditor and its associates for other senvices to the Group

- the audit of the Bank’s subsidiaries pursuant fo legislation
Total audit and audit-related assurance service fees

Goup
2ME AHE
Ermi Em

— 6.8

=N ]

o |

1) Includes fiees for the perind Dellolle were prindipel Group audion (2016 1 January 201E unil sffscive resignation on 29 Mandh 200 2045 1 January 2045 - 31 December 215

EY1)
Feas payable for the audit of the Group's annual accounts

Feas payable to the auditor and its associates for other senvices to the Group

- the audit of the Bank's subsidiaries pursuant fo legrslation

Ermi Em

9.5 —

Total audit and audit-related assurance service fees

ites

1) Inchudes faes for the perind EY weere principal Group sudlor (2HE 1 January 2056 0 31 December 2E)

18.5 —

Feas payable to the auditor for non-audit senvices are disclosed in the consobdated financial statements of The Royal Bank of Scotland

Group ple
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6 Tax Group
2096 2018 T
£m £m Em
Current tax
Charge for the year (1,037) (B4 (249)
Ower provision in respect of prior years 178 235 T
(8a1) 141 [174)
Dieferned tax
Crediti{charge) for the year 182 (83)
Reduction in the carmying value of defermed tax assets (317} —
(Underjiower provision in respect of prior year [162)
Tan {charge)icredit for the year (1,148) 52

The actual tax (changelcredit differs from the expected tax (charge)/ credit computed by applying the standand rate of UK corporation
fax of 20% (2015 — 20.25%; 2014 — 21.50%) as follows:

2096 201 A4
£m £m Em
Expected tax creditcharge) T46 i) (501)
Losses and femporary differences in year where no deferred fax asset recognised (678 (GEa) (14)
[Foreign profits taxed at other rates T 452 ilt]
UK tax rate change impact (1) i} B4 —
Mon-deductible goodwill mpaiment —_ (124} (28}
tterns not allowed for tax
- losses on disposal and write-downs (44) (18] (19)
- UK bank levy (41) (o0) (4]
- regulatory and legal actions (817} (226) (182)
- other disallowable iterns [141) (215) (1438)
Mon-tanable items 105 120 TH
Taxable foreign exchange mowvements (115) (22) (23)
Losses brought forward and utlised ] (e 218
{Reduction)increase in cammying value of deferred tax asset in respect of:
- UK losses [317) — (850)
- US losses and temporary differences — — (7rs)
- Ireland losses — — 153
Banking surcharge (200} — —
Adjusiments in respect of prior years @ 14 239 Ge
Actual tax (charge)credit (1.148) 2 {2,1007)
Mactes
(1) Inrecent years, the UK govemment has steadly recucsd the rate of LI comomiion b, wiin e labest enacisd rafes sanding &t 20% wilh sfisct from 1 Apr 2045, 15% fom 1
April 2017 and 17% from 1 Aprl 2020, The Finance (Mo 2) At 2015 resicts the rabe at which b iosses are ghen credt N future pesods. i fhe main mie of UK comomton ta,

exdudng he Eanking Suncharge 5% rat= Intmduced by his Act. Defemed e assets and labilfies &t 31 December 2MHE take Inlo acooount The reduced rales In respect of

losses and ron-tanking fempomry dflen=no=s and where approprzte, the banking surcharge Inciushes rake In respect of ofer banking temporarny dfferences.

(2 Prior yeor fax linciiude: of fax sisions ot neflect the neduciion of exposures I ounkries whers RES [s oeasing operabons in line wilh the sral=gy o
become & smalier, simpler UK forused bank. The prior year tax adjusimenis also reflect fo reflect o In the UK and oversess.
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7 Loss dealt with in the accounts of the Bank

As permitied by section 408(3) of the Companies Act 2008, no mcome statement for the Bank has been presented as a primary
financial statement. Of the loss atiributable to crdinary shareholders, £3.474 million (2015 - £1,075 millon loss: 2014 - £2,119 milkon
loss) has been dealt with in the accounts of the Bank.

B Financial instruments - classification
The following tables show the Group’s financial assets and Eabilites in accordance with the categornes of financial instruments in IAS
39 Assets and Eabilites outside the scope of |AS 38 are shown within other assets and other liabilities.

Group
Desigrated
s ot fair vaiue:
Heifor-  HvoughproSt  Hedging  Awallable Loamsand  Heiio  Finance Cthe
; frading orioss cervatives  forsme recehables  moledy  jeases musets Totni
Assels £m £m £m £m Em Em £m £m £m
Cash and balances at central banks — — — 73813 —_ 73813
Loans and advances to banks
- amounts due from fellow subsidiaries 88 — — 740 —_ 1,037
- IENETSE MEpOS 11,120 — — 1,740 — 12,860
- oifher (1} 8,732 — — 8,868 — 16,588
Loans and advances io customers
- amounts due from helding company
and fellow subsidiaries — — — 1118 —_ 1116
- NENETSE MEpOS 19,587 — — 2207 — 28,884
- oifher 17,500 82 — 203,014 — 3450 314,855
Dielbt securities @ 24.5M — J|414 3868 4.76R 71,862
Equity shares 123 88 29 — — 445
Sattlement balances — — 5557 —_ 5,557
Dierivatives
- amounts due from holding company
and fellow subsidiaries 1,208 — 1,306
- oifher 242073 4,385 246,428
Assets of disposal groups — 8,366 B.366
Other assets ) — — ) — — — _147ET  14.7ET
At 31 December 2015 330,235 170 4385 35,643 303020 4760 3450 23153 TET.B14
Cash and balances at central banks — — — TB.588 — TE9EB
Leans and advances to banks
- amounts due from fellow subsidiaries a8 — — [iThl — 1.557
- TEXETSE MBOS 9,888 — — 1208 — 11,088
- ofher 1} 11,202 — — 5885 — 17,167
Loans and advances io customers
- amounts due from holding cormpany
and fellow subsidiaries — — — 1258 — 1.258
- TEXETSE MBpOS T2 — — — — 28,712
- oifher 17,518 iz — 283,709 — 3668 304, BET
Dbt securities @ 35,758 — ag.BE2 2385 491 ED,027
Equity shares L)) T a7 — — 1,068
Sattlement balances — — 4,108 4,108
Diervatives
- amounts due from helding company
and fellow subsidiaries 1,275 — 1.275
- oifhier 258,258 3,550 261,808
Assets of dsposal groups 3488 3486
Other assets — — — — — 16,620 16,620
Az 31 December 2015 04, 08 134 3,550 37,380 378304 4911 3688 20108 812181
[For the noles to this table refer to page 151.
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8 Financial instruments - classification continues

G
Desigraed
as 2t far waue
Heiddor-  Hvoughpmdt  Hedging  Amortised Ciher
frading orioss  dethvalives cosl llabibies Tt

Liahilities £m £ Em Em £m Em
Deposits by banks

- amounts due to fellow subsidiaries 507 — 1,610 2117

- nepos 4125 — 1.114 5,238

- ofher @} 20,851 — 12548 33107
Customer accounts

- amounts due fo holding company — — 18528 18,528

- nepos 23,188 — 3810 27,086

- ofher i) 12,883 1.453 316,205 330,441
Diebt securities in issuwe =) 1,814 4487 14,261 20,362
Sattlement balances — — 31864 364
Short positions 2078 — 22,076
Deerivatives

- amounts due fo holding company and fellow subsidiaries 1,228 — — 1.228

- ofher 232487 — 3882 236,340
Subordinated liabiities

- amounts due io holding company — — 11,212 11,212

- ofher — 383 7820 B.302
Liabilities of disposal groups 233K 23.3m
Other Eabilities — — 2028 168737 16,815
At 31 December 2018 318,582 6,328 3,862 3E30D&5S 40,178 761,985
Deposits by banks

- amounts due to fellow subsidiaries 180 — 3,800 3,080

- repos 9,857 — 609 10,266

- oiher 3} 20,235 — 7.544 27,820
Customer accounts

- amounts due o holding company — — 5,021 5,021

- repos 25,570 1,542 27,112

- oiher ) 11,723 327 BET 41,841
Diebt securities in issue =) 3831 25,804
Sattlement balancas — 3,383
Short positions 20,808 — 20,808
Dlerivat

- amounts due o holding company and fellow subsidiaries 1,283 — — 1.2B3

- ofher 751,883 — 2572 254 265
Subordinated liabiities

- amounts due io holding company — — 18,502 18,502

- ofher — 27 8.201 B.528
Liabilities of disposal groups 2,060
Other Eabilities — — 1,888 18,563
At 31 December 2015 345,090 8.861 2,572 384104 10,857 770,284
For the notes to this table refer to page 151.
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8 Financial instruments - classification continued

The abowe includes amounts due fromito:

Gomp
IME FiE
Hoiding Falaw Hoing Felow
Company subsidares COmpany subsidares
£m £m £m Em
Assets
Leans and advances to customers ar2 144 L] g3
Derivatives 2680 1,046 iz} 1,210
Liabilities
Dierivatives ar3 885 218 1,085

Pt

InChudes llems im The course of ool l=ciion from other banks of £781 milllon {20H5 - E8330 million].
Dbt saruriies balances wif Gmoup companies an= shown on pages 51 o 32
Inchedes flems im fhe course of ransmission to other banks of E295 millkon {2045 - E338 millon).

ERRZ

Measured as the change In fair valoe from mresments n the parod in e credit risk

The canrying smaount of other oustorner scoounts designaled 2z st fair vaiue fhrough profkor loss. s £955 million (2045 - £297 millon| higher ihan the pincipsl smourt. Mo
Bmounts ke been recognisad In prof® or ioss for changes in credit risk associslsd with these labilfies a5 e changes are Immaterial both during the: period and

premmiu payabe.
(=) Comprisesbonds and medium iz noles of £17, 154 millon (2015 - £24 860 milllon} and cerfiicales of deposit and other commertial paper of £3 203 millon (2015 - E544.

milkon).

Amounts relating fo confinuing operations ncluded in operating (loss)profit before tanc

Gmup
IME = T
£m Em Em
Gains on financial assets/liabiies designated as at fair value through profit or loss T 2B5 43
Losses on disposal or settiernent of loans and receivables {182] (551) (Z38)
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B Financial instruments - classification continued
The following tables show the Bank's financial assets and financial liabilifes in accordance with the categories of financial instruments in
lAS 30, Assets and liabilities cutside the scope of LAS 30 are shown within ofher assets and other liabilities.

Bank
Desigraied
2 b talruaiue
HeiHor  Smughpeol Hedging  Avallabie- Loamsand Hsiddor Fimance Tty
orioss derhoives  forsale recshmbies mabty  leases assels Totni
Assets £m £m £m £m £m £m £m Em Em
Cash and balances at central banks — —_ — 70815 —_ 70,615
Loans and advances to banks
- amounts due from subsidianes BDE —_ — 17248 —_ 18,152
- IENETSE MEpOS TA07 — — 1740 — B.B4T
- oifhier (1) 6,734 — — 5285 — 12,018
Loans and advances io customers
- amounts due from holding company
and subsidiaries 2,062 — — 25,060 — 27122
- NEETSE MEpOS 18,111 — —  2.M7 — 21,408
- oifher 17,042 g2 — M4 —_ 45 111,681
Dielbt securities @ 20,503 — IEEE 5742 4789 67,660
Equity shares 121 — 177 — — 286
Imvestment in Group undertakings —_ _ —_ — _ 35,168 351608
Sattlement balances — — —  A4T07 — 4,707
Deerivatives
- amounts due from helding company
and subsidiaries 6,144 — 6,144
- oihier 242 642 2,600 245,332
Assets of disposal groups — — — — — 501 501
Other assets — — — — — 3878 3EWD
At 31 December 2018 322372 B2 2680 36632 XIT7184 4789 45 30,030 633,613
Cash and balances at central banks — — — T804 — TE,B04
Loans and advances o banks
- amounts due from subsidianes 3,838 — — 253 — 24,081
- IEVETSE MEpOS T.516 — — 1204 — B 72
- ofher 1) 10,975 — — 1580 — 12,535
Loans and advances io customers
- amounts due from helding company
and subsidiaries 2,054 — — 15328 — 28,283
- IENETSE MEpOS 18,187 - — — — 18,187
- oifhier 17,341 B3 — 44 115,182
Dielbt securities @ 30,811 — 0 4,811 76,602
Equity shares faeie] — 332 — 831
Investment in Group undertakings — — — — — 34,482 3482
Sattlement balances — — — 305 — 3,053
Dierhat
- amounts due from holding company
and subsadiaries — 472
- oifher 2,505 260,875
Other assets — — — — — 4,807 4607
At 31 December 2015 300,317 B3 2505 358552 231001 4911 44 30,080 60182
For the notes to this table refer to page 154
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8 Financial instruments - classification continued

Bank
Cesknaied
s of fair vaise:
Heidor-  theughproft Hedging  Amorised Ciney
fraxding of s desvathves cost  ablles Totat
Liabilities £m £m £m &m Em Em
Deposits by banks
- amounts due o subsidiaries 1,328 — 105,848 107177
- repos 2 — 1,114 3405
- ofher @} 20627 — 7938 28,616
Customer accounts
- amounts due o holding company and subsidiaries T.haT — 23,887 31,664
- IEpos 11,872 — 3810 15,784
- oher g2 12,678 B4 81,888 04,770
Diebt securities in issuwe =) 1614 4487 12,7380 16,881
Sattlement balances — 2,774 2,774
Short positions 17,580 — —_ 17,580
Derivatives
- amounts due io holding company and subsidianes 5,006 — — 5,036
- oifhier 232,961 28M —_ 235,862
Subordinated liabfities
- amounts due o holding company — — — 11212 11,212
- oifhier — 383 — B275 6,658
Other Eabilites — — 1278 G842  B218
At 31 December 2018 314,088 4084 2001 358844 6842 BATTIAT
Deposits by banks
- amounts due o subsidiaries 1,824 — 114,418 116,343
- IEpos 8,180 — @10 6,780
- ofher 3 20,753 — 3834 24,087
Customer accounts
- amounts due o holding company and subsidianies 4,588 — 12,181 16,867
- Tepos 18,581 — 1,542 20,133
- ofher i) 11,703 284 88,787 101,77
Dbt securities in isswe = 3,881 502 14,278 23,381
Sattlement balances — — 2,383 2,363
Short positions 17,583 — 17.583
Dlerivati
- amounts due fo holding company and subsidianes 3,528 — 3,628
- oifher 252,000 1,844 253,844
Subordinated liabiities
- amounts due io holding company — — — 18485 18,485
- oifhier — 327 — 6722 7.040
Other Eabilities — — 1205 4583 E7TBE
A2 31 December 2015 340,338 5813 1,844 205426 4583 616,005
[For the notes to this table refer to page 154
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Motes on the accounts

8 Financial instruments - classification continued

The abowe includes amounts due fromito:

Eani
e P
Hading alon Hoidng Fellow
company sutsidiaries Subsidanes. ompany subsidlanies Subsidaries
£m £m £m £m £m Em
Assets
Leans and advances to banks — Liil] 17490 — 2409 21,8682
Loans and advances to customers arz a4 25,751 Bas 4 27,384
Dierivatives 260 1,046 4633 a8 1.210 3451
Liabilities
Deposits by banks — 2,108 105,080 — 11,494 104,847
Customer accounts 18,528 —_ 13.128 5.0 — 11,846
Dierivatives ars 855 3608 218 1,085 2,245
Pastas
1) InChades li=ms Im fhe course of cofieciion from ciher banks. of £271 r-uu:ms E£216 million].
(2) Dent saruriles baances wih Goup Compani=s ane shown on meges 51 o
(%) InChudes li=ms Im fhe course of Fansmission i ciher banks of £165 milkon d,:ms E£152 millonl.
(%) The camying amaunt of oiher custiomer acoounts desigraled s at fair vaiue through profit o ioss s 97 milllon (20#5 - £25 millon] kigher han the princieel amount. Mo

amounts kave been recognised In prof® or (085 for changes in credit risk associalsd with these Iabillies a5 the changes are Immaterial both during the period and cumuialively.
Measured as the change: In fair valee from movements n the: period i e credi risk premium payalbie.
El]l'l:l?ﬂ-bcl‘lhl‘lln‘lll.lnm notes of £15/673 millon (2015 - £22.418 million} and cerificales of deposit and ofher commertial paper of £3 208 millon (2045 - 343

1'3

The tables below present information on financial assets and liabilities that are offset on the balance sheet under IFRS or subject o
enforceable master netting agreements only, together with financial collateral received or given.

STE
Cefseiabie Rsaments Cftsetabie nct RS
Efectol et amourt ate Insrurert
master neting Cther  the eftect of nefing ousie
IFRE  Balance and similar Cash francil  asangements and neting Baianoe
anss ofsel sheel agreements colsenl coleterl  redlsdoolaers amanpements  shesbiom
ME Em £m £m £m Em Em £m £m £m
Assets
Derivatives 204275 (51080) 242185  (107.77B) (28.700)  (B435) B,282 4540 247744
Rewverse repos 69,782 (31,728) 38034 (1,052) —  (38.EB5) ay 370 41744
Lezans o customers 800 {600) — — — — — 36,071 316,071
Settlement balances 1,711 (1,529) 182 — — — 182 5,375 5,557
306,248 (84,937 2B1.411 (196.830) (2B.700) (45.330) B,551 328,705 611,116
Liabilities
Deerivatives 285121 (50.574) 234547 (197, 778) (20412} (11.048) 5,308 3030 237877
Repos 81,742 (31,728) 30,014 (1,052} —  (28.D60) 2 2,321 32,335
Customer accounts 1,106  (1,106) — — — — —_ 348,968 34E060
Sattlement balances 1877 (1.520) 148 — — — 148 3403 364
340,046  (B4,937) 264708 (106,830)  (20.412) (40,008) 5,458 357,813 g22,522
s
Assets
Dierivatives 381,873 (123.882) 258,011 (216,1B3)  (27.614) (7.535) 787D FO72 263.083
Rewverse repos 74171 (34.301) 39810 (2,500) —  {37.185) 125 —  3E0
Lzans to customers 2855  (2955) — — — - — 306,245 306,245
Sattlement balances 1,271 1,225) 46 [26) — - 20 4,062 4,108
480,070 (182,203) 267887 (217,708 (27.614) [44.720) 7,024 ME3ITE 613,246
Liabilities
Deerivatives 349416 (118,308) 251,050 (215,183 (25728 {8.213) 1.625 44BB 265548
Repes 71,738 (34.381) 37378 (2,500 —  [34.878) — — 3737
Customer accounts 8,251 (8,251 — — — — — J6,862 346,062
Setflementbalances 1,872 (1,205) 647 [26) — — a21 2,736 3,383
451,278 (1682,203) 288075 (217,708 (25728) (43.091) 2,548 354,106 64327
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Motes on the accounts

8 Financial instruments - classification continued

Eark
Cefsstabie nsnuments Offstabie potential not necognised by IFRS
Eftectol et oL st Instnaments
measter neting the ettact of neting otmide
IFR8  Ealance ond similar Cash Oiherfinancisl amangements and neting Baiance
anss ofsel shes| grezmens ol rolsernl reimied colalers amangements  shestiotl
s Em £m £m £m Em £m £m £m £m
Assets
Derivatives 200288  (51,080) 248188 (10B,0DE) (28.606) (8338 11,278 3288 251476
Reverse repos 43,797 (17.253) 26,544 (438 —  (28.103) 2 ENAL 30,255
Loans to customers 800 {800) — — — — — 136,7E3  13B,783
Sattlement balances 208 (24) 182 — — — 182 4,525 4,707
243,871 (88,957 274014 (200,345)  (28,668)  (34.44) 11,462 160,307 425221
Liabilities
Dierivatives 38,842 (50574) 238288 (10B,808)  (20.404) (11,048) 6,810 2630 240,808
Repos 3410 (17.253) 16857 (438 —  {18.,518) — 2322 18,278
Customer accounts 1,106  (1,106) — — — — — 126434 12643
Sattlement balances 23 (24) 4 — — — 4 2770 2,774
324,186  (88,957) 255228 (200,345)  (20404) (27.568) 6,914 134,156 380,385
gL
Assets
Dierivatives 335235 (123.882) 261623 (216,601) (27.505) (7.464) B.DE3 3.097TE 265601
Rewverse repos 47,285 (20,374) 26,811 (2,051) —  [24,880) — — 28,811
Loans to customers 2,855 (2,855) — — — - — 143,465 143465
Sattlement balances 133 (188) 20 — — — 20 3,033 3,053
435,713 (147,158) 2E8.554 (218,852) (27.505) (32.324) B.OE3 150476 430,030
Liabilities
Dernvatives 371,588 (118,386) 253203 {216,801y (25728 (8.212) 2,661 4160 257,372
Repos 47,297 (20.374) 206023 (2,051} —  (24.872) — — 26,823
Customer accounts 8.2 (8,251) — — — — — 11B.6841 11E.641
Sattlement balances 183 [(188] 25 — — — 25 2,338 2,363
427,310 (147,158) 280,151 (218,652)  (25723) (33084) 2,688 125,148 405,200

Reclassification of financial instrument

I 2008 and 2008, financial assets were reclassified from held-for-trading (HFT) info loans and receivables (LAR) and from HFT info
avalable-for-sale (AFS). The fables below show the carmying walwe, fair value and the effect on profit or loss of these reclassifications.
There have been no further reclassifications.

el =)
Amount recogrised in Aemount frat
Income simiement winsd haree been Reduction
recognissd had proft or o
Camying Fair ImpaisTent reclassification a5 & resut of
e valus Income: Insses not poomed reciassication
2 Em £m £m Em £m Em
Reclassfied from HFT to LAR 1,165 1.073 244 —_ et 30
Reclassified fram HFT to AFS iy a2 32 o — jli] 7
1,167 1,110 253 — 280 ar
018
Reclasshed from HFT to LAR 1.002 B 1189) 115) - 3B
Reclassified from HFT to AFS 1) 21 2 — — 2 2
1.023 e 18] (13] i 40
The table below shows the camying value and fair value of reclassifications undertaken by fhe Bank.
Bark
2ME i
Camying Far Camying Fair
waiue vailue i e
Em £m E£m Em
Reclassified from HFT to LAR 1,165 1,078 1,002 grr
Reclassified from HFT to AFS i1 32 32 P4 21
1,187 1,110 1,023 HOE
Pate:
(1) Again of £5 millon (2015 - nil} was tiken i AFE nesanves.
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9 Financial instruments - valuation

Valuation of financial instruments carried at fair value
Condnol environment

Common valuation policies, procedures, frameworks and models
apply across the RES Group. Therefore, for the most part.
discussions on these aspects below reflect those in the RBS
Group as relevant for businesses in the Group.

The Group's control environment for the determination of the fair
value of financial instruments includes formalised protocols for
fhe review and validation of fair values independent of the
businesses entering nto the fransacions. There are speciic
conirols io ensure consistent pricing policies and procedures,
ncorporating disciplined price verification. The Group ensures
that appropriate attention is gaven to bespoke fransactions.
structured products, illiquid products and other instruments which
are difficult to price.

Independent price verification {IPV)

IPV is a key element of the control envirenment. Valuations are
first performed by the business which entered into the
fransaction. Such valuations may be directly from available
prices, or may be denved using a model and vanable model
nputs. These valuations are reviewed, and if necessary
amended, by a team independent of those trading the financial
nstruments, in the light of avadlable pricing evidence.

IPV diffierences are classified according to the qualty of
independent market cbsenvables into IPV quality bands Bnked to
the fair value hierarchy principles, as laid cut in IFRS 13 *Fair
Value Measurement. These differences are classified inio fair
value levels 1, 2 and 3 (with the valuation uncertandy risk
increasing as the levels rise from 1 o 3) and then further
classified into high, medium, low and indicative depending on the
quality of the independent data avallable to validate the prices.
Valuations are revised if they are outside agreed thresholds.

Govemnance framework

IPV takes place at least each month end date, for exposures in
fhe reguiatory trading book and at beast quarterly for exposures in
fhe banking book. The IPV control ncludes formalised reporting
and escalation of any valuation differences in breach of
established thresholds. The Pricing Uinit determines IPV policy,
maonitors adherence to that policy and performs additional
independent reviews of highly subjeciive valuation issues.

The Modelled Product Review Commitiee sats the policy for
maodel documentation, testing and review, and prioritises models
with significant exposure being reviewed by the RES Group:
Pricing Mode! Risk team. The MatWest Markets and Capital
Resolution Valuafion Committze is made up of vaksation
functions and oversee pricing, reserving and valuafions issues.
This commitiee meets monthly to review and ratify amy
methodology changes. The Executive Valuation Commitiee
meets guarterly to address key material and subjectve valuation
issues, to review fems escalated by the NatWest Markets and
Capital Resclution Valuation Committee and to discuss ofher
relevant matters including prudential valuation.

RBS ple Annual Report and Accounts 2016

Valuation hierarchy

Initial ¢lassfication of a financial instrurnent is carried out by the
Product Control team following the principles in IFRS 13. They
base their judgment on infermation gathered during the IPY
process for nstruments which include the sourcing of
independent prices and madel inputs. The quality and
completeness of the information gathered in the IPV process
gives an indication as o the ligquidity and valuation uncertainty of
an instrurnent.

These mitial classifications are reviewed and challenged by the
Pricing Unit and are also subject o senior management review.
Parficular atiention is paid o instruments crossing from one level
to another, new instrument classes or products, instruments that
are generating significant profit and koss and mstruments where
valuation uncertainty is high.

Valusiion echnigues

The Group denves fair value of its instruments diffierently
depending on whether the instrument is a non-modelled or a
modelad product.

Nor-modedled products

Non-modelled products are valued directly from a price input
typically on a position by position basis and inchude cash, equifies
and most debt securities.

Modeled products

Modeled products valued using a pricing model range in
complexity from comparatively vanilla products such as interest
rate swaps and opfions (e.g. interest rate caps and floors)
through to more complex derivatives. The valuation of modelled
jproducis requires an appropriate model and inpuis into this
model. Sometimes models are also used to derive inputs (e.g. o
construct volatility surfaces). The Group uses a number of
modeling methodologies.

Inpuis o valusiion modkals

Values between and beyond avalable data poinis are obtained

by interpolation and exirapolation. When utilising valuation

techniques, the fair value can be significanily affecied by the

choice of valuation model and by underying assumptions.

concemning factors such as the amounts and timing of cash fiows,

discount rates and credit risk. The principal inputs to these

valuation techniques are as follows:

=  Bond prices - quoted prices are generally available for
govemnment bonds, certain corporate securities and some
morigage-related products.

= Credit spreads - where available, these are derived from
prices of credit default swaps or other credit based
mstruments, such as debt securities. For others, credit
spreads are obiained from pricing sensces. For counterparty
credit spreads. adjustments are made to market prices (or
parameters) when the creditworthiness of the counterparty
differs from that of the assumed counterparty in the market
price (or parameders).

= Interest rates - these are principally benchmark interest
rates such as the London Interbank Offered Rate (LIBOR),
Oreemight Index Swaps (0I5) rate and other quoted interest
rates in the swap, bond and futures markets.
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3 Financial instruments - valuation continued

=  Foreign curmency exchange rates - there are observable
prices both for spot and forward contracts and futures in the
world's major cunmencies.

»  Equity and equity ndex prices - quoted prices are generally
readiy available for equity shares lisied on the world's major

= Commodty prices - many commodities are actively traded in
spot and fornward contracts and futures on exchanges in
London, Mew York and ofher commercial centres.

»  Price wolafilities and corelations - volatility is a measure of
the tendency of 3 price to change with time. Commelation
measures the degree which two or more prices or other
warables are chserved to move together.

*  Prepayment rates - the fair value of a financial instrument
that can be prepaid by the ssuer or bormower differs from
that of an instrurment that cannot be prepaid. In valuing
prepayable instruments that are not quated in active
markets, the Group considers the value of the prepayment
option.

»  Recovery rabesfoss given default - these are used as an
input io waluation models and resenves for asset-backed
securities and other credit products as an indicator of
severity of losses on default. Recovery rates are primarily
sourced from market data providers or inferred from
observable credit spreads.

Consensus pricing

The Group uses consensus prices. for the IPV of some
nstruments. The consensus senace encompasses fhe equity.
interest rate, cumency, commedity, credit, property, fund and
bond markets, providing comprehensive matrices of vanilla prices
and a wide selection of exotic products. MafWest Markets and
Capital Resolution confribute o consensus pricing senvices
where there is a significant interest either from a positional point
of wiew or i test models for future business use. Diata sounced
from consensus pricing services are used for a combination of
conirol processes including direct price testing, evidence of
observability and model testing In practice this means that the
Group submits prices for all matenal positions for which a service
is available. Data from consensus services are subject to the
same level of quality review as other mputs used for IPV process.

In order to determine a reliable fair value, where appropeiate,
management apples valuation adjustments to the pricing
information gathered from the above sources. The sounces of
independent data are reviewed for quality and are applied in the:
IPV processes using a formalised input quality hierarchy. These
adjusiments reflect the Group's assessment of factors that
market participants would consider in setfing a price.

RBS ple Annual Report and Accounts 2016

Furthermare, on an ongoing basis, the Group assesses the
approprigteness of any model used. To the exient that the price
determined by intemal models does not represent the fair value
of the instrument, for instance in highly stressed market
conditions, the Group makes adjusiments to the model valuation
to calibrate to other available pricing sources.

Where uncbservable inputs are used, the Group may determine
a range of possible valuations derwved from differing stress
scenarnios to determine the sensitivity associated with the
valuation. When establishing the fair value of a financial
instrurnent using a valuation technique, the Group considers
adustments to the modelied price which market participants
would make when pricing that instrument. Such adjusiments
include the credit quality of the counterparty and adjustments to
compensate for model imitations.

Valuation reserves

When valuing financial instruments in fhe trading book,
adustments are made o mid-market valuations to cover bad-offer
spread, liquidity and credit resk. A breakdown of waluation
adustments is provided in Capital and risk management: Balance
sheet analysis - derwatives on page 100.

Credit valuafion adustments (CWVA)

CVA represents an estimate of the adjustment o fair value that a
market participant would make o incorporate the counterparty
credit risk inherent in derivative exposures. CVA is actively
managed by a credit and market nsk hedging process, and
therefore movements in CVA are partially offset by trading
revenue on the hedges.

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

Whene a positive exposure exists io a counterparty that is
considered to be close to default, the CVA is calculated by
applying expected losses to the cument level of exposure.
Ciherwise, expecied losses are apphed to estimated potential
future positive exposures which are modelled to reflect the
wolatility of the market factors which drive the exposures and the
cormelation between those factors.

Expected losses are determined from market implied probabilifies
of default and internally assessed recovery levels. The probability
of default is calculated with reference to observable credit
spreads and cbservable recovery lewels. For counterparties
where observable data do not exsst. the probability of default is
determined from the credst spreads and recovery levels of
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3 Financial instruments - valuation continued

Bid-offer, liquidiy and other reserves

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

Bid-offer adustments for each risk factor (ncluding delta (the
degree to which the price of an instrument changes in response
o a change in the price of the underlying), vega (the degree fo
wihich the price of an instrument changes in response o the
vaolafility in the price of the underlying), comelation (the degree 1o
wihich prices of different instruments mowve together)) are
determimed by aggregating similar risk exposures arising on
different products. Additional basis bid-offer reserves are taken
wihere these are charged in the market.

Bid-offer spreads vary by maturity and risk type to reflect different
spreads in the market. For positicns where there is no obsenvable
guote. the bid-offer spreads ane widened in comparison fo
praxies to reflect reduced liquidity or observabiity. Bid-offer
methodologies may also incorporate liquidity tripgers whereby
wider spreads are applied o risks above pre-defined thresholds.

As permitted by IFRS 13, netting is applied on a porifolio basis o
refiect the value at which the Group believes it could exit the
portfolic, rather than the sum of ext costs for each of the
portfolic’s individual trades. This is applied where the asset and
liability positons are managed as a portfolio for sk and reporting
puUrposes.

anilla risk on excfic praducts is typically reserved as part of the
owerall portfolio based calculation e.g. delia and wega risk on
exotic products are included within the delfa and wega bid-offer
calculations.

Product related risks such as comelation risk, alfract specific bid-
offer reserves. Addiional reserves are provided for esotic
products fo ensure owerall resenees match market close-out
costs. These market close-out costs inherently incorporate risk
decay and cross-effiects (taking into account how changes in one
risk factor may affect ofher inputs rather than treating all risk
factors independently) that are unlikely to be adequaiely reflected
in a siatic hedge based on vanilla instruments. Where there is
limited bid-cffer information for 3 product, the: pricing approach
and risk management sirategy are faken into account when
assessng the resenee.

The discount rates applied to derivative cash flows in determining
fair value reflect any underlying collateral agreements.
Collateralised denvatives are generally discounted at the relewant
M5related rates at an individual trade level. Uncollateralised
derivatives are discounted with reference fo funding levels by
applying a funding spread over benchmark interest rates on a
portfolio basis (funding valuation adjustment).

Funding waluation adustment {FWA)

FVA represents an estimate of the adjustment to far value that a
market participant would make fo incorporate funding costs and
benefits that arise in relation to uncollateralised dervative
EXPOSUNES.

RBS ple Annual Report and Accounts 2016

Funding levels are applied to estimated potential future
exposures, the modefing of which is consistent with the approach
used in the calculation of CWA_ The counterparty contingent
nature of the exposures is reflected in the calculation.

Amounts defemed on initial recognition

O initial recognition of financial assets and liabilities valued
using valuation technigues incorporating information other than
observable market data, any difference between the transaction
price and that derived from the valuation technique is deferred.
Such amounts are recognised in profit or loss over the life of the
transaction; when market data becomes cbsenvable; or when the
transaction matures or is cosed cut as appropriate. At 31
December 2016, net gains of £71 milkon (2015 - £80 million)
were camed forward. During the year, net gains of £27 millon
{2015 - £18 million) were deferred, £47 million {2015 - £21
million) were recognised in the income statement and £11 million
(2015 — mil) were reclassified from other categories of Day 1

TESEMVES.

Owen credit

The Group takes into account the effect of its own credst standing
when valuing financial liabilifies recorded at fair value in
accordance with IFRS. Cwn credit spread adjusiments are made
when valuing issued debt held at fair value. induding issued
siuctured notes, and derivatives. An own credit adjustment is
applied i posifions where it is befieved that counterparties would
consider the Group's creditworthiness when pricing trades.

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

The fair value of the Group's derivative financial liabilities is also
adusted to reflect the Group's own credit risk through debit
valuation adjustments [DWVA). Expected gains are applied fo
estimated potential future negative exposures, the modelling of
which is consistent with the approach used in the calculation of
CVA. Expected gains are determined from market implied
probabilities of default and recovery levels. FVA is considered the
primary adjustment applied to derivative Eabilities. The extent to
which CWVA and FVA overlap is eliminated from DVA

The own credit adjusiment dees not aller cash flows, s not used
for performance management, is disregarded for regulatory
capital reporting processes and will reverse over fime provided
the liability is mot repaid at a premium or a discount.

The resenve movernent between periods will not equate to the
regoried profit or loss for own credit. The balance sheet resenves
are stated by conversion of underlying currency balances at spot
rates for each peniod whereas the income statement includes
reafised own credit gains and losses together with intra-penod
foreign exchange sel-offs.
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Motes on the accounts

3 Financial instruments - valuation continued

The own credit adjustments {QCA) recorded on held-for-irading (HFT) and designated as at fair value through profit or loss (DFV) debt
securities in issue. subordinated liabilties and derivative labiliies are set out below. The cumulative adustments below represent
reductions/{increases) to the balance sheet liab#ty amounts.

Subordnates
Dené securies In issue {2) lishillies:
HFT oY Total OFY Totsl  Deraitves Tootal
Cumulative own credit adjustment m £m £m £m Em £m £m Em
216 (3 (6) (40) 45 5 74 7B
215 ({11E) (26) (147} 47 {100} 10 (20}
Carrying values of underlying liabilities £ £hn £bn £bn £bn
216 1.8 45 6.1 04 65
215 3.9 5.9 0.3 0.3 10.1

1) Inchudes wholesale and retal nobe Esusnoes.
(2] The peseres movement betasesn perinds wil rot equale i the reporied prof® or loss for own orecit. The balanos sheet resanee [s stated by conversion of underying oamency

batarces st spob rries for sach period, whessss the Inoome siatement inchedes Infra-period foreign exnchange saiHoffs.
13 The cumuinfve adhsfiment for debt securilies in lssue s opposiis o that for subondinated |kshillies. Dbt securilies in ssus were susd reinfively recenily ot wider fhan cunsenst

spreads, whilsi many of e subordinabed labifes wens Ixsued bedone he finandal crisks ak significanty Bohler spreads.

*  Group subordinated debt spreads widened to 281 basis

Key points

*  The cumulative OCA increase during the year was mainly points at 31 Decernber 2018 {31 December 2015 — 287
due to the widening of spreads on Group issuance. The basis points) at the five year lewel.
QCA on senior debt is determined by reference to *  Group five year CDS credit spreads widened to 125 basis
sacondary debf issuance spreads, which widened fo 82 points at 31 December 2018 {31 December 2015 — 58 basis
basis points at 31 December 2016 (21 Decemiber 2015 — 54 points).

basis points) at the five year level.
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Motes on the accounts

9 Financial instruments - valuation confinued

Valuation hierarchy
The following tables show financial instruments carried at fair valwe on the Group's balance sheet by valuation hierarchy - level 1, level 2

and bewel 3.
XHE M
L 3 Levni 3 mensiy (S)
Lewei1  Lewel2  Leveld  Toldl Fovowsble Umisvoursble  Level ] Lewsl  Lewsl3 Tolsl Favourabe Umisvousils
Ebrm = = = £m e Eon £on £on Ebn £m (Erm)
Assets
Loans and advances — BT 0E 823 50 {50 — B78 03 @882 50 (40}
Dielbt securities 538 83 0E 828 ri 20 603 11.6 oe 728 30 {20}
- of which AFS 351 a2 o1 334 20 (10 323 44 03 370 i0 (10}
Equity shares o o o2 04 20 {30) 08 05 1.1 50 {30}
- of which AFS — — o2 0z 1] {20 — — 04 0.4 40 {20}
Derivatives — M50 2B MTE 210 (210) — M1 20 2341 38 (B0}
538 3151 44 3734 350 (3107 G089 3408 AT 40532 510 [480)
Proportion 14.4% 844% 1.2% 100% 16.0% 84.1% 0.8% 100%
Liabilities
Deposits — 823 03 82& — {10) — 887 04 701 — (10}
Dielbt securities in issue _ 55 11} a1 40 (4 — .3 05 9.8 30 —
Short positions 187 24 — 221 — —_ 188 22 — 208 — —
Deerivatives — XE8 20 XJ3TE 120 (120 — 2538 1.7 2555 260 (2
Subordinated liabifities — 04 — 04 — — — 03 — 03 — —
187 3082 28 3238 160 (1707 188 3353 28 35685 280 (280
Proportion 6.0% 983.1% 09% 100% 52% 04.1% 0.7% 100%
Pactes
1) Lewe 1z mmmwmmmmumm Inchede 310 securiies, listed mquity shanes, certain
Ewchange-imced cervatives and certain LS agency

L]

L] 2 walued using bechniques based significanily on obsersable market data. Insiruments In this cabegony ane walued using:
() guoked prices for siellar Insiuments or dentical Insinements In markets which a== not conskdensd o be adtve; or
(50 vaiation echnigues where sl The inputs ihat feve s sipniicant efiect on the valuations sre direcly or indirecty based on chssnabis marke? data,

Leee 2 Instrumenls rcuded nor-3-10 povemment s=curfies, most govesmment agency securilies, investmani-grade coporsts bonds, certain morgage products, incuding
CLOs, most ank i0ans, Epos and reverse repos, i2ss lguid lsted squities, siste and municipal obiigations, most notes issued, and certain money markst securtizs and loan
comemitments and most OTC derealves.

Lewe 3 Insinsments in this category have been valoed using  vahuation Echnigue whene ot ieast one input wiich could have a Signiticant effect on the Insnament's valualion, I3
ot based on otrservable mearket datn. Levwl 3 Insfruments primany inciude cash Insiruments which frade imbequenty, cerain syndicaled and commendal morigage loans,
Ceriain emerging makets insnuments, unisisd mmmmmmmm morigage-backed products and less Iguld debt securlies,
certain studuresd dett securilies in ssue, and OTC Inpuls such as certain creditand exolic dervathes. No gan or oss.
ummummu;mmmumumnmmwmm

Transfers betawsen ksl are desmed o heee occumed ab e beginning of the guarksr in which the Rsfnements were fensfemed. Thers were no sigeficant ransiers between
band 1 and evel 2.

For an arsiysts of debt securilies by Esuer, measussment, clssTication and anatysls of asset backed securibes] and derivalives (by type of conbract) nefer bo Capilal and Sk
maragemeant: Balance shest snalysis — Dbt securbes and Derfvaiives nespeciively.

The defermeinafon of an Insirument's leve cannot be made &t a global product kel 2 & single product fype can be Inmone fhan one le=vel. For example, 3 single rames
corparie credit defsol swan coulkd e inLevel 3 or Level 3 depending on whisther fhe elerence countemanty's obiigatons are Squid or Biquid.
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Motes on the accounts

9 Financial instruments - valuation contnued

Valuation technigues

The table below shows a breakdown of valuation technigues and the ranges for those unobsenable inputs used in valuation models
and technigues that have a material impact on the waluation of Level 3 financial instruments.

Leved 3 {Ebnj Fange
Arancisl Insirumenks et Lisbiites  ‘Waluafion f=chnigus Linobs=nabie Inpuls: Low High
Loans and advances [iNi]
Price-based Price 0% 1567
Diebt securities 0.8 |
Price-based Price 001%  371.26%
Equity shares 0.2 |
Vialuation Discount factor 0% 13%,
Price-based Price BO%  120%
Customer accounts 0.3
DCF based on recoveries Credit spreads 0 zm
Interest rate delta D.A23% 1.
Diebt securities n
issue 06
Price-based Price 46.02% 151.08%
Derivatives 28 20
Credit 0z 02 DCF based on recoveries Credit spreads 87bps 925bps
Opfion pricing model Cormelation 27% BT
Volatility 40% TE%
Interast and foreign 26 17  Option pricing model Corelation 45% oL
exchange contracts
Volatility 3% TE%
Prepayment rate 5% 15%
Exquity 0.1 Opfion pricing model Volatility 40% e
Pt

1) The tabie shove evciudes unobsersable inputs whene ihe imzact on valeaSon ks not significant. Mosements 0 he underiying input may haree a favourable or unfascurabie
Impact on e uslusbion dependng on the: paficuar famms of the conieact and the exposure. For example, an increase in the oedk spresd of a bond woukd be Tescsmbie for the
Issaser st wrfesourabie for e nolz hoider. Wilst e Group: Indicates whene E consicers that fhere sre significant reiationships betwesn the: nputs, their imer-relafionships will
be aff=cied by macm economic fackors Inchading Inferest rates, foneign =echanpe rales of squiy Index leseis.

() Credit spreads and dlscount margins: credit spreads and manghns express the retunn requined over & benchmark rale o index fo compensale for e credit risk associalsd with o
cash Insfrument. A higher orech spread woulkd Indicals that the underiying instrement fas mone credit fisk associaled wilh R Consegquenty, Investors reguirs a higher yieid o

For the higher risk. The discount rate compeses el spnead or margin phes the benchmank rabe; IEis used io walus future cash Tioss,

{3 Price and el fhene may be a range of prices. ussd o value an insirument fhat may be a drect comparkson of one Iesfrument or porfiollo with anofer or, movements ina mors
Tiquid Instrument may be used o Indozie e movernent in e vaiee of 3 k=3 lquid Rsiument. The compartson may aiss be indinect s fhat sdusiments are made b e prioe s
refiect diffsrences betasen the pricing soume and e instrument being vaiusd, for exampls diffsnent maturSy, otk gually, seniorlty or speced pay-outs. Similasy to price, an
Irstrument’s Wield may be compared with other instuments' yisids slkher direcily or Inclesclly.

L] an'h'ﬂ'_p‘ mmmmumwmnuﬂMummmuMMwmlmmmmb

[=3]) mhmm risk may b by De=ta, by iooking at past prices of simlar stocks and fhom wsiuation sistements whers valuations s
usunlly derteed from samings messunes such a5 EBITOA or net assei value.

51 Comeafionr measures e degres by which teo prices or ofher safabies are obseresd fo mows fogeiher. Im“hhmmhmhmmlm
moree In opposhe diredlions e 13 negaftve comelafion, Comatations typicaly nchude reiafonships between: defsull probabililies of asssls in 2 basket (5 group of separabs

azzaix), evchange rabes, imizrest raies and oher inanclsl varabies.
) Vol & measure of the fendency of a price fo change wih Tme.
(&) Inlen=st rale deflar inese mnges represent the lowihigh manks on e mieant dsoouning curee.
05 The Comep does: Rot have any malerial Iaoiies messued at fair value that are lssued with 2n inseparabie thind party oedi enhancement.
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3 Financial instruments - valuation continued

The Level 3 sensitivities on the previous page are calculated at a
frade or low level portfolio basis. They are not calculated on an
overall portfolio basis and therefore do not reflect the likehy
potential uncerainty on the portfolio as a whole. The figures are
aggregated and do not reflect the comrelated nature of some of
fhe sensiites. In particular, for some of the portfolios the
sensitivities may be negatively comelated where a downwards
mowvement in one asset would produce an upwards movernent in
another, but due fo the additive presentation of the abowe figures
this comelation cannct be displayed. The actual pobential
downsade sensitivity of the tofal portfiolo may be less than the
non-cormelated sum of the additive figures as shown in the above
fable.

Areas of judgement

Whilst the business has simplified, the diverse range of products
historically traded by the Group resulis in a wide range of
instruments that are classified info Level 3 of the hierarchy.
Whilst the majority of these instruments naturally fall into a
particular level, for some products an element of judgment s
required. The majority of RES"s financial instruments carried at
fair value are classified as Level 2: inputs are cbhservable either
direcily (Le. as a price) or indirectly (iLe. derived from prices).

Active and inactive markets

A key mput in the decision making process for the allocation of
assels to a particular kevel is market activity. In general, the
degree of valuation uncertainty depends on the degree of liquidity
of an input.

Where markets are liquid, itte udgment is required. However,
wihen the informiation regarding the liquidity in a particular market
= not clear, a judgment may need to be made. This can be more
difficult as assessing the bguidity of a market is not always
straightforward. For an equity traded on an exchange, daily
volumes of trading can be seen, but for an over-the-counter
{OTC) derivative assessing the liquidity of the market with no
ceniral exchange is more difficult.

A key related matter is where a market mowves from liquid to
iliquid or wice versa. Where this change is considered fo be
temporary, the classification is not changed. For example, if there
is litile market frading in a product on a reporiing daie but at the
previcus reporfing date and during the infervening pericd the
market has been considered to be liquid, the instrurnent will
continue ta be classified in the same level in the hierarchy. This s
o provide consistency so that transfers between levels are driven
by genune changes in market iquidity and do not reflect short
fermn or seasonal effects. Material movermnents befween levels are
revsesed quartery.

The breadth and depth of the |PV data allows for a rules based
quality assessment to be made of market activity, Bouidity and
pricing uncertainty. which assists with the process of allocation to
an appropriate level. Where suitable independent pricing
information is not readily available, the guality assessment will
result in the instrument being assessed as Level 3.

RBS ple Annual Report and Accounts 2016

Modelad products

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

model.

The decision to classiy a modeled instrument as Lewel 2 or 3 will
be dependent upen the productimodel combination, the cumency,
the maturity, the observability and quality of input parameters and
other factors. All these must be assessed fo classify the asset.

I an input fails the observability or quality tests then the
instrument is considened o be in Level 3 unless the input can be
showm fo have an insignificant effect on the owerall valuation of
the product.

The majority of dervative instrurments for example vanilla interest
rate swaps, foreign exchange swaps and bguid single name
credit derivatives are classified as Level 2 as they are vanilla
products valued using cbservable inputs. The valuation
uncertainty on these is considered o be low and both input and
output tesfing may be available.

Non-modeled products
Non-modelled products are generally guoted on a price basis and
can therefiore be considered for each of the three levels. This is
determined by the market activity, liquidity and valsation
uncertainty of the insiruments which is in furn measured from the
availabdity of independent data used by the [PV process fo
allocate posiions to IPY quality levels.

The availability and quality of independent pricing information are
considered duning the classification process. An assessment is
made regarding the qualty of the independent information. For
example, where consensus prices are used for non-miodelled
producis. a key assessment of the guality of a price is the depth
of the number of prices used o provide the consensus price. If
the depth of contributors falls below a set hurdle rate, the
instrument is considened o be Lewel 3. This hurdle rate is that
used in the IPY process to determine the 1PV guality rating.
However, where an instrument is generally considered fo be
ilbguid, but regular quotes from market parficipants exist, these
instrurnents may be classified as Level 2 depending on freguency
of guotes, ofher available pricing and whether the quotes are
used as part of the IPV process or not.

For some instruments with a wide number of available price
sources, there may be differing quality of avadable information
and there may be a wide range of prices from different sources.
In these situations the highest quality source is used fo determine
the classification of the asset. For example, a tradable quoie
wiould be considered a better source than a consensus price.
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3 Financial instruments - valuation continued

Lewel 3 portfiolios and sensitively methodologies

Reasonably plausible altemative assumplions of uncbsenvable
inputs are determined based on specified target level of certainty
of 80%. The assessments recognise different favourable and
unfavourable valuation movements where appropriaie. Each
unobservable input within a product is considered separately and

bias (e.g. one-way meeniory); day 1 profit or loss arising on new
trades; number and nature of market participants; market
conditions; modelling consistency in the market size and nature
of risk; length of holding of position: and market inteligence.

Crher considerations
Whilst certain inputs used fo calculate WA, WA and own credit

oOoOooodn

adustments are not based on obsenvable market data, the
uncertainty of the inputs is not considered o have a significant
effect on the net valuation of the related derivative portfolios and
issued debt. The classification of the derivative portfolios and
issued debt is not determined by the observabiity of these inputs,
and any related sensitivity does not form part of the Lewel 3

sensitivity is reported on an additive basis.

Aliemative assumptions are determined with reference to all
available ewidence including consideration of the following:
quality of independent pricing information taking into account
consistency between different sources, vaniation over fime,

perceived fradabity or otherwise of available guotes; consensus sensifivities presented.
service dispersion ranges; wolume of trading actwity and market
Movement in Level 3
ME s
FVTRL AFE  Tom Total WTRL AFE  Tom Tota
amsets (2 ampety mssefs  labiles LTy aspetn assets abililies
Em Em £ £m Em £m £m £m
At 1 January 3,008 832 3600 2622 4584 512 5098 4537
Amcunt recorded in the income statement (1) (135) By [144) {13) [BE1) —  [BE1) (1.183)
Amount recorded in the statement of comprehensive income — T8 TG — — = 194 —
Level 3 transfers in 2,036 27 2D 1400 1,628 150 1,778 1,430
Level 3 transfers cut (B28) (113) (10411 (299) (B5E) (3) (6BE) (G32)
lssuances 3 — 3 35 1 — 1 36
Purchases 1,300 42 142 521 557 7 G4 40
Satilements (678) — {67 (594) (BEE) {117y (BBE} (1.573)
Sales {604 (3T0)  (BT4) (87  (1.2B8) [(31) (1319 (15)
Foreign exchange and other adjustmenis 48 7 55 56 10 1 11 3
Af 31 December 4,050 342 4302 2043 3,008 682 3800 2822
Amounts recorded in the income statement in respect
of balances held at year end
- unrealised 182 — 162 48 (156 3 (183]  (470)
- redlised 318 4 N5 {35) 43} 12 (31} {4)

[ -

§1)  Metlosses on HFT Instruments of E167 million (2015 - £22 mil kon) wene recorded In income o rading acivities in conlinuing opersfons. Met gains: on ofther Insiruments of
E1Qmilllon (2015 - E150 milion) wers reconded In ofher cperaling Income and inberest income a5 appropsale in conineing opemdions. Thens wens nd iosses In 201E and 205 n
disconinues operaiions.

(2 Fairwsius fhrough proft o loss comprses heid-ior-rading predominantly and desigrated of fair vaise frough prof of oss,

RBS ple Annual Report and Accounts 2016 163

391/487



Motes on the accounts

EDINETOOOO

O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)

9 Financial instruments - valuation contnued

Fair value of financial instruments not carried at fair value
The following table shows the camying value and fair value of financial instruments carried at amortised cost on the balance sheet.

aoup

Sank
R=ms where
Tair vaiue

Fair vaiue hisrarchy level  approwimalss Canmying

Fair vaiue hisrarchy level

camying waiue Farvaue Leveii Levell Level3 camyingvaue  valusFarwmiue Lewsiq Levell Level3
e Ebn £bn g€bn  Ebn  Etn Etm £bn  Eon Ebn  Em  Em Emm
Financial assets
Cash and balances at central banks 738 0.8
Leoans and advances to banks oe 115 1185 — 32 B3 03 240 249 — B3 186
Leoans and advances to customers an0.a 2993 — 05 2pB4 1218 1185 — 147 1048
Diebt securities. a7 g8 6D 03 35 s 10y 50 14 43
Seftlement balances kil 47
Financial liabdities
Deposits by banks 44 108 114 — T1 40 s 1111 1118 — M1 877
Customer accounts 2BET 63D 531 — 108 422 TS M7 320 — 54 M6
Diebt securities in issue 143 147 — 102 45 128 135 — iz 33
Setlement balances a8 28
Maotes in circulation (1) 20 13
Subordinated liabilfies 181 187 — iro0 27 175 183 — 157 26
Groun Eank
s where Fems wheps
Talr walue Tair wailue
approximates Camying Far  Far vaue clerandy bl approdmales CATHNg Far  Far vaue hieranhy kel
canyingaiue  value  vauelevel 1 Ll 3 Level 3 comyingwails  wolue  vauelevel | Legnd 3 Lyl 3
015 Ebn  Shn  fbn Ehn Emn E£on Ebn  Ebn  Ebn  Ebn Emr £
Financial assets
Cash and balances at central banks TR0 6.8
Leans and advances to banks o8 70D TO — kL EE:] 02 228 230 — T4 156
Leans and advances to customers 2887 2818 — 13 2804 123.1 1188 — 128 w7
Diebt securities. 73 72 50D 10 12 108 105 50 28 28
Setflement balances 41 a1
Financial liabiities
Deposits by banks 47 T3 T3 — 40 33 4TH T1.2 T4 — 231 483
Customer accounts 2538 802 BDZ — 31 48.1 652 383 3B/A — 132 254
Diebt securities in issue 180 187 — 144 23 143 152 — 141 11
Setflement balances 34 24
Naotes in cinculation (1) 1.8 1.2
Subordinated liabilfies 287 7T — 164 113 262 264 — 15.2 112
Pate
(1) InChadest In ACcrusls and ofher |iabillies.
164
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9 Financial instruments - valuation continued

The fair walue is the price that would be received to s2ll an asset
or paid o transfer a Eability in an orderly fransacfion between
market participants at the measurement date. Quoted market
values are used where available; otherwise, far values have
been estimated based on discounted expected future cash flows
and other valuation technigues. These techniques imvohe
uncertamnties and require assumptions and judgments coverning
prepayments, credit nsk and discount rates. Furthermare there is
a wide range of potential valuation technigues. Changes in these
assumptions would significantly affect estimated fair values. The
fair values reported would not necessarily be realised in an
immediaie sale or setilement.

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

Short-term financial instruments

For certain short-berm financial instruments: cash and balances at
ceniral banks, items in the course of collection from other banks,
settlernent balances, iterns in the course of transmission to other
banks, customer demand deposits and notes. in circulation,
camying value is a reasonable approxamation of fair value.

Leans and advances to banks and customers

In estimating the fair value of loans and advances to banks and
custorners measured at amortised cost, RBS's loans are
segregated ko appropriate portfolios reflecting fhe
characterisfics of the consfituent loans. Two principal methods
are used to estimate fair value:

RBS ple Annual Report and Accounts 2016

(a) Contractual cash flows are discounted using a market
discount rabe that incorporates the cument spread for the
borrower or where this is not observable, the spread fior
bermowers of a similar credit standing. This methad s used
for portfolios where counterparties have exdemal ratings:
instituional and corporate lending in CIB.

(b) Expected cash fiows (unadjusted for credit losses) are
discounied at the cument offer rate for the same or similar
products. This approach is adopted for lending portfolios in
¥, PEB, Uister Bank Rol. Ciormmmercial Banking (SME loans)
and Private Banking in order to reflect the homogeneous
nature of these portfoliios.

For certain portfolios where there are very few or no recent
transactions, such as Uister Bank Rol's portiohie of lifetime
tracker mortgages. a bespoke approach is used based on

available market data.

Debt securities

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

Deposits by banks and customer accounts

Fair values of deposits are estimated using discounied cash flow
valuation techniques.

Debt securities in issue and subordinated liabilties

Fair values are determined using guoted prices for simillar
liabdities where awalable or by reference fo valuation technigues,
adusting for own credit spreads where appropriate.
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Motes on the accounts

10 Financial instruments - maturity analysis
Remaining maturity
The following table shows the residual maturity of financial instruments. based on confractual date of maturity.

Group
2ME Fi ]
Lessthan  Moe tham Lessiran  hore tian
12monihs 12 morths Tolal  iZmonts 12 monkhs Toin
£m £m £m £m £m. Em
Assets
Cash and balances at central banks T3.813 —  T3813 78,888 — TEBEE
Leans and advances to banks 30,405 a0 30485 20,848 183 28,842
Loans and advances to customers 113,087 231.B6E 3440955 112,130 222 EZX1 334,057
Diebt securities. 18664 528BE 718352 27318 52709 BO.OZT
Equity shares — 445 445 —  1.08% 1,068
Setilement balances 5557 —  BA&57 4,108 — 4108
Dierivatives 1,688 185,846 247744 41,025 221,458 263,083
Liabilities
Deposits by banks 34004 6540 40553 41,55 538 42,084
Customer accounts ariei1 4254 378085 288,336 5EEE AT4.074
Diebt securities in issue 5853 14508 20382 7813 17881 25804
Sattlement balances and short positions 5004 20,713 25717 6,186 18005 24181
Dierivatives 80831 176646 237 577 42,856 212602 265548
Subordinated liabilies 1072 18443 18515 322 28708 27,030
Eank
IME s
Lessthan  Moee than Lessan  More han
f2monihs 12 months Tolal  1Zmonks 12 monle Tota
£m £m £m Em Em Em
Assets
Cash and balances at central banks TOE1S — 70815 T804 — TEDD4
Leans and advances to banks M5 4073 308 35,011 0.3 45,350
Loans and advances to customers TrE4s  H2.546 180191 ¥8,278 85374 161,852
Diebt securities. 18521 4B14E 67009 24808 51,708 TE.602
Equity shares — 208 248 — B3 a3
Setflement balances 4,707 — 4707 3,053 — 3053
Dervatives 81,875 180,501 251478 41,850 ZX3651 265,601
Liabilities
Dieposits by banks 118,183 20105 138288 128,250 18670 147.220
Customer accounts 13654 50664 142218 131,342 7432 136774
Diebt securities in issue 5853 13028 18831 7808 15453 23,361
Setilement balances and short positions 3608 16756 20304 4478 15480 16,056
Dierivatives 61,548 17B, 348 240,338 43,015 214,357 207,372
Subordinated liabilfies 1055 16815 17470 07 2FRIIT RRAM
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10 Financial instruments — matwrity analysis continued
On balance sheet liabilities
The tables below show the timing of cash cutflows to setile financial Eabilites, prepared on the following basis:

Financial liabiities are included at the eariest date on which fhe counterparty can require repayment regardless of whether or not such
early repayment results in a penalty. If repayment is triggered by, or is subject to, specific criteria such as market price hurdles being
reached, the Fability is included at the earbest possible date that the conditions could be fulfilled without considering the probability of
fhe conditions being met. For example, if a structured note automatically prepays when an equity index exceeds a certain lewed, the cash
outflow will be included in the less than three months” pericd whatever the level of the index at the year end. The setflerment date of debt
securities isswed by certain securitisation wehicles consolidated by the Group depends on when cash flows are received from the
securitised assets. Where these assets are prepayable, the timing of the cash outfiow relating to securibies assumes that each asset will
be prepaid at the earliest possible date.

Liabilities with a contractual maturty of greater than 20 years - the principal amounts of financial liabilfies that are repayable after 20
years or where the counterparty has no right to repayment of the principal, are excluded from the table along with interest paymenis
after 20 years.

Hed-for-trad ng Fabilites - held-for-frading kabilibes of £318.6 bilkon (2015 - £345.1 billion) for the Group and £314.1 bilion (2015 -
£340.3 bilicn) for the Bank, have been excluded from the tables.

G

-3 manihs: 312 manihs 1-3 years 5 years 510 years 10-20 years
e £m £m Em £ £m £m
Dieposits by banks B.E0D n 1,285 5J05D 8 8
Customers accounts 318,760 18,233 2,158 147 ] 30
Diebt securities in issue 1,768 3883 5,333 5,037 2,455 T9B
Dierivatives held for hedging 210 e 1234 515 Ta2 854
Subordinated liabilfies 1076 B42 4,086 2600 11,124 8112
Settlement balances and other liabilities 5 G6ED — — — — —

3%6,303 24 488 14,006 13,648 14,447 6,573
Guarantees and commitments - noticnal amournt
Guarantees (41, 11 3,560 — — — — —
Commitments (3 134,258 — — — — —

137 818 — — — — —
015
Deposits by banks 10,758 781 1 32 184
Customers accounts 328245 8380 1,744 Jx2 ] 22
Diebt securities in issue 3,568 3112 5,126 6,153 4.435 a2
Derivatives held for hedging 142 i 547 408 632 701
Subordinated liabilfies 4TE [0 5,353 T.587 11,956 6,011
Setilement balances and other labilities D209 — — — — —

348 460 11,613 12,821 14471 17,283 7,260

Guarantees and commitments - notional amount

Guarantees (1,2} 5,504 — — — — —
Commitments {3 131,008 — — _ _ _

137,800 — - — — -
Miotes

(1) The Groun 15 onty caied upon o salis®y & guarnkss when e guamnizsd party fails i mest s obigations. The Group spects most guamnises i provdes i exoie unused,

(@) ‘Guaranises evChude the Asset Frojecion Scheme reisid fnancia guaraniss confract of £248 milion (2015 - EE50 millon) between he Eank and 2 fslioa subsidary.

{3) The Groun has ghven mommeiments:io provide fUnds i customers undar undrasr fomal faciiies, credi Ines and ofter commélmesnts i iend sibjed b certsin condilions being
st b7y hee counferparty. The Gemp does ot expect ol faclibes in be drasn, And some may apse belore drawdoa.
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10 Financial instruments - maturity analysis continued

Bank

03 manths 3-12 monihs 3 years IS years 510 years 10-20 years
206 &m £ &m f £m Em
Deposits by banks 02,820 3154 6214 10,802 3.510 TH
Customers accountis 88,853 16,125 2,298 BOs 1,245 am2
Dielbt securities in issue 1,748 3623 5,190 4014 221 203
Dernvatives held for hedging 170 25 i} B4 a7 583
Subordinated liabiities 1,048 ETE 3833 2462 10,381 4,558
Settlement balances and other liabilities 4 050 — —_ — —_ —

138,588 24,305 18,805 19,577 18,384 5,826
Guarantees and commitments - notional amount
Guarantees (1, 21 2322 — —_ — —_ —_
Commitments 3) 80,747 — — — — —

83,009 — — — — —

1S
Deposits by banks gr,018e 3,784 6212 /B2 5,034 2818
Custormers accounts 84518 3318 1,502 1,608 2,040 1.275
Dielbt securities in issue 3532 3.013 4,811 5878 3182 23
Deerivatives held for hedging 111 212 458 2B8 428 483
Subordinated liabiities 453 1032 5,226 7453 11,418 F.547
Settlement balances and other iabilities 3,588 — — — — —

198,202 11,270 18,008 21177 22,112 10,355
Guarantees and commitments - notional amount
Guarantees (1.3 4534 — — — — -
Commitments 83,737 — — — — —

88,271 — — — — —

Mactes

(1) The Eank ks only caled upcn o safsfy a guar when the vty falis o meet bs ohilgaions. The Sank swpects most guaranises | provides io sxpie unused.

(2 Guaranises evclude the Asset Frotection Scheme resiad fnanclsl guaraniss confmct of £248 millon (2015 - S50 millon) between the Eank and & feiow subsidary.

(3] The Eankhas ghen commilments b provide funds io Customens under undown fomal facifies, creditines and ofher commiments io lend subject i certain consons being
et iy the counterparty. The Bark does not expect af {acillies: i be drawn, and some may lapss before drscoen.
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Motes on the accounts

11 Financial assets - impairments
The following tables show the movement in the provision for mpairment losses on loans and advances.

G
Inchidualy Collecively
amsessed mmsessed Lal=nt HHE TS
Em £m £m £m £
At 1 January 2,608 3.881 582 7.052 17404
Transfers o disposal groups 3] — (3] {11} (20}
Cumency translation and other adjustments 238 22 ] 463 (578)
Amounts written-off {2.083) (1.602) — (3,665) {8.850)
Recoveries of amounts previously written-off T 42 — 113 172
Chargei{releases) to ncome staternent
- continuing operations 523 M8 (217) 524 (835)
- discontinued operations 1 — 1 2 1
Unwind of discount {recognised in interest income) {30 (B2} — {112) (144}
At 31 December (1} 1,341 2,850 i) 4,208 7,052
Eark
vty Callectly
azseszen aszeszad Latent HME AHS
£m Em £m £m Em
Af1 January B2 567 13 1572 3464
Cumrency translation and other adjustments 115 3 1 119 (52)
Disposals — —_ — — (43}
Amcunts written-off (532) {157) — {840 (1.728)
Recoveries of amounts previously writien-off E il 13 — 43 (23}
Chargesi{releases) io the income statement - confinuing operations 540 18 {17) 542 (253}
Unwind of discount {recognised in interest income) (20) {15] — (35) (47}
At 31 December (1} 1,011 430 17 1,558 1,572
Motes
(1) Includes il retaling b lnans and acsances bo banks (2015 - £1 milion).
() The table above sucudes Impaimmenis reiatng to securilies.
Impairment chargesi{releases) to the income statement msfn "J;f.- x;—
Loans and advances io customers o2 (831) (1,308)
Leans and advances to banks — (4) (10}
524 (835) (1,318)
Diebi securities. L} (3 (11}
Tiotal 520 (338) {1,329)

Leans and advances to customers impairment charge in relafion to discontinued operation, £2 million (2015 - £1 million charge:
2014 - £202 million release).
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Motes on the accounts

11 Financial assets - impairments continuad

‘Group
IME i T4
£m £ E£m
Gross income not recognised but which would have been recognised under the
ongnal iems of the impaired loans
Domestic 243 310 402
Foreign 122 124 141
365 434 543
Interest on impaired loans ncluded in net interest income
Diomestic 5 B3 145
Foreign k] 48 101
113 144 246
There was no gross ncome in discontinued operations that was not recognised but which would have been recognised under the
original terms of the impaired boan (2015 - £1 million: 20714 - £2 million)
There was no interest on impaired loans included in net interest income in disconfinued operations (2015 - ni: 2014 - £1 million)
The following tables analyse impaired financial assets.
Groun
6 3ME
Camying Camying
Cost Frowsion aLE Cost  Provision aiue
Em Em £m Em Em Em
Loans and recenvables
Leans and advances to banks (1) — — — 1 1 —
Leans and advances to customers ) 8,778 4,000 4779 10,748 6468 4 27
8,778 4,000 4,779 10,748 BATD 4,27
e
Canying Camying
value waue
2016 NS
£ Em
Axalable-for-sale securities
Diebt securities. = ]
Equity shares M M
Loans and recenvables
Diebt securities. 1 2
Total f] 42
Eank
M8 a01s
Caning Camying
Cost  Prowsion vale Cost  Prowsim mue
£m £m £m £m £m Em
Leans and recesvables
Loans and advances o banks (1) — — — 1 1 —
Loans and advances to customers 3) 3408 1,441 2087 2,807 1,437 1,370
3468 1441 2057 2,808 1,438 1,370
Mactes
% on belances of £3, 555 millon (20HS - £4,402 milion].
[N on belances of £2 875 millon (2045 - £1,539 milion].
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11 Financial assets - impairments continued

Axadable-for-sale securities
Diebt securities

Equity shares

Loans and recenvables
Diebt securities

Tatal

Bank
Canrying Camying
(R -1 =
2046 S

£m E
a3 B

i1 2

1

45 a2

Financial and non-financial assets recognised on the balance sheet, obtamed during the year by taking possession of collateral or
caliing on other credit enhancements, were £30 millicn (2015 - £34 million)) for fhe Groug and £3 million (2015 - £11 million) for the

bank

In general, the Group sesks fo dispose of property and other assets not readily convertible info cash, cbtained by taking possession of

collateral, as rapidly as the market for the individual asset pemits.

12 Derivatives

Companies in the Group transact derivatives as principal either
as a trading activity or to manage balance sheet foreign
exchange, interest rate and credit risk.

The Group enters info fair valwe hedges, cash flow hedges and
hedges of net investments in foreign operations. The majority of
fhe Group's interest rate hedges relate to the management of the
Group's non-rading interest rate resk. The Group manages this
risk within approved limits. Residual risk positions are hedged
with derivatives principally interest rate swaps. Suitable larger
financial instrurments are fair value hedged:; the remaining
exposure, where possible, s hedged by derivatives docurnented
as cash flow hedges and qualifying for hedge accounting. The
magority of the Group's fair value hedges involve interest rate
swaps hedging the interest rate risk in recognised financial
assets and financial Eabilities. Cash flow hedges relate io
exposures bo the vanability in future interest payments and
receipis on forecast transactions and on recognised financial
assets and financial Eabiliies. The Group hedges its net
inwestmenis in foreign operations with currency bommowings and
foremard foreign exchange contracts.

For cash flow hedge relationships of nferest rate risk, the hedged
ems are actual and forecast variable interest rate cash flows
arizing from financial assets and financial liabilties with interest
rates linked o LIBOR, EURIBOR or the Bank of England Cfficial
Bank Rate. The financial assets are customer loans and the
financial liabiities are custorner deposits and LIBOR linked
medium-tenn notes and other issued securifies. At 31 December
2116, variable rate financial assets of £B1 bilkon (2015 - £77
billion) for the Group and £47 bilkon (2015 - £42 bilkon) for the
Bank. and variable rate financial liabilities of £55 billion (2015 -
£29 billion) for the Group and £21 billion (2015 - £21 bilion) for
fhe Bank were hedged in such cash flow hedge relationships.

RBS ple Annual Report and Accounts 2016

Faor cash fiow hedging refationships, the initial and ongoing
prospective effectiveness is assessed by comparing movements
in the fair value of the expected highly probable forecast interest
cash flows with movernents in the fair value of the expected
changes in cash flows from the hedging interest rate swap.
Prospective effectiveness is measured on a cumulative basis ie.
over the entire life of the hedge relationship. The method of
calculating hedge ineffectveness is the hypothetical derivative
method. Retrospective effectiveness is assessed by comparing
the actual movements. in the fair value of the cash flows and
achual movements in the fair value of the hedged cash flows from
the interest rate swap over the: e to date of the hedging
redationship.

For fair value hedge relationships of interest rate risk. the hedged
iterns are typically gowermnment bonds, larnge corporate fieed rate
loans, fixed rate finance leases, fixed rate medium-term notes or
preference shares classified as debt. At 31 December 2018, fed
rate financial assets of £28 billion (2015 - £25 bilkion) for the
Group and £24 bilion (2015 - £22 billion) for the Bank, and fived
rate financial ligbilites of £14 bilkon (2015 - £16 biion) for the
Group and £13 bdlion (2015 - £16 billion) for the Bank were
hedged by interest rabe swaps in fair value hedge relationships.

The initial and cngoing prospeciive effectivensess of far value
hedge relationships is assessed on a cumulative basis by
comparing movements in the fair value of the hedged ibern
attributable i the hedged risk with changes in the fair value of
the hedging interest rate swap. Refrospective effectiveness is
assessed by comparing the actual movements in the fair value of
the hedged items attributable to the hedged risk with actual
movernents in the fair value of the hedging dervative ower the Fe
ti date of the hedging relationship.
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Motes on the accounts

12 Derivatives continued

The following table shows the nofional amounts and fair values of the Group's dervatives.

Groug
IME 208
Hotiora) mctionai
amount Aszets Lisbiities amount Assets Linhillies
Ebn Em Em Eon Em Em
Exchange rate contracts
Spot, forwards and futures 2282 35,875 34,044 1,685 22608 22407
Currency swaps 833 22214 25,208 T62 18272 21,812
Options: purchased gro 17 486 — 424 13,708 —
Options written GE2 —_ 18,109 435 — 13,843
Interest rate contracts
Interest rate swaps 11,532 138506 127,880 1254 174,684 162, TE4
Options: purchased 1414 3457 — 1373 31,308 —
Options written 1371 — 311,324 1334 — 2, 526
Futures. and forwards 3,667 63 L] 4543 380 nT
Credit deriatives 42 agz 557 i a0 B
Equity and commodity contracts 24 a1 an 8 605 8914
247744 237577 263,03 255,548
Gemup
IME iy
Agzes LinniRies Az Laniies
£m £m £m Er
Amounts above include:
Due fromd'to: holding company 255 ara 5 218
Due fromt: fellow subsidiaries 1.051 {=liki] 1.210 1,065
Included in the table above are derivatives held for hedging purposes as follows:
Gemup
IME s
Assch Liabillies Amacts Linbillies
£m £m £m Em
Fair value hedging
Interest rate contracts 1.189 2440 1.2 1.647
Cash flow hedging
Interest rate coniracts a0 1418 27 a7
Exchange raie confracts | — 11 —
Met invesiment hedging
Exchange rate contracts L] 3 47 B
Hedge neffectiveness recognised in other operating income in continuing operations comprised:
2ME s .}
£m £m Em
Fair value hedging
Gains on the hedged iterns attributable to the hedged risk 838 142 653
Losses on the hedging instruments [BE4) (B0} (680}
Fair value hedging ineflectiveness 22 a2 (37}
Cash flow hedging ineffectiveness [28) (23) {(33)
{7} 0 (71}
Motz
(1) Hetips Inefaciveness nacognised In oher opeming iRcome: n dsooninued cperations was nl In 2018 (2045 - ol 2014 - loss - 1 millon].
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Motes on the accounts

12 Derivatives continued
Bark
M8 M5
Heotional Kotira
ameurt Asalz  Limdiies ameunt Azscts Llablbes
£on £m £m Eon Em Em
Exchange raie confracts
Spot, forwards and futures. 2200 35801 34E2 1873 23056 22402
Curmency swaps B3 2353 2570 TBE  1B.BBD 21,835
Options purchased G70 17473 — 484 13,660 —
Options written GE2 — 18123 405 — 13833
Interest rate contracts
Interest rate swaps 11,588 143,125 130487 12,624 176,812 104,458
Options purchased 1414 31428 — 13r5 31,282 —
Options written 1.372 —  3aA 1,335 — 32538
Futures. and forwards 3,662 63 il 4 540 380 nr
Credit deriatives 44 BE2 BET i} ane 844
Equity and commodity contracis 36D 413 20 G4 950
251478 240808 286,601 257,372
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12 Derivatives confinued
Bank
IME iy
Amscts Linbillies Amacts Linbillies
Amounts above include: £m £m £m Em
D fromd'te holding company 258 ar3 i) 218
Due fromd'te fellow subsadiaries 1,050 B55 1.210 1,065
Due fromto: subsidianes 4,633 3,808 3451 2,45
Included in the table above are derivatives held for hedging purposes as follows:
Bank
e
Amzets Linhillies Az Linhillies

£m £m £m Em
Fair value hedging
Exchange raie confracts i} — 13 1
Interest rate contracts 1.084 1.868 1,187 1,188
Cash flow hedging
Interest rate contracts 1.582 1.031 1.278 G44
Exchange raie confracts Fal — 11 —
Met nvestment hedging
Exchange raie confracts 17 2 i 1

In both the Group and the Bank substantially all of the forecast receivable hedged cash flows occur within 5 years (2015 - 10 years) and
substantially all forecast payable cash flows occur within 10 years (2015 — 20 years); the income statement i impacted ower the same
periods.
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13 Debt securities
Group
: p—
Ceniral and local firancial Of which
e us Other Banks  Isfhdons  Conormle Tolal  ABE 1)
ME £m Em Em Em Em Em Em £m
Hedd-for-trading 2,815 4133 14,087 a18 2,208 S4B 24501 a6
Axalable-for-sale 10,581 6953 15137 1,748 3,800 5 3B414 2,283
Leans and recenvables —_ —_ —_ — 3774 184 3,868 3,814
Hedd-to-maturity 4,780 — — — — —  47TaR —
17985 11,086 20,224 2866 10,083 T4B 71,852 6,063
Axadable-for-sale
Gross unrealsed gains Ta8 56 503 g a3 2 1.430 5
Gross unrealsed losses (18) {123) {13) {1] (43) {2] (188) {32}
015
Hedd-for-trading 4,107 4827 22222 578 3,501 636 35750 07
Axalable-for-sale 8,110 10,2685 11,293 1,838 4,870 15 38,002 2,252
Loans and recesvables — — — — 221 144 2 365 2,272
Hedd-to-maturity 4,811 — — — — — 4,811 —

18,128 14,802 33515 215 10482 705 B0.027 5,181

Axalable-for-sale

Gross unrealised gans 383 104 207 3 106 T aae BB
Gross unrealsed losses 7} (E2) (8] (1] (33) (3] (115] {18}
[

(1) Incluges covered bands. 27E5 Included asset-backed senuriies isusd by US federal agencies and govemment sponsored entiies and covened bonds.
Gross gains of £88 million (2015 - £30 milkon) and gross losses of £19 millicn (2015 - nil) were realsed on the sale of available-for-sale
securities in continuing operations.

Gross gains of nil (2015 - £11 milion) were realised on the sale of available-for-sale securities in discontinued operations.

Earnik
Cther

Cenimi and local firancial Of which
e us Cther Banks imsfkfiors  Corporis Tom  ABE (1)
E £m Em Em Em Em Em Em £m
Held-for-trading 2,815 873 14,087 721 1,858 S4B 20502 B7E
Avadable-for-sale 10,581 6,953 13445 1,383 4,284 — 36,656 2,178
Loans and receivables —_ —_ —_ —  554B 184 5,742 5,0BB
Held-to-miaturity 4,789 — — — — — 476 —
17,885 7828 27532 2,114 11,800 742 67660 B.645

Awxadable-for-sale
Gross unreaised gains 783 568 499 7 a8 — 1418 T4
Gross unrealised losses (18) [123) (12) 1] {38)] _ (180) {32)

s

Held-for-trading 4,107 598 22211 513 2, 76B 604 30811 TO&
Avaidable-for-sale 8,110 10,265 8,770 1,367 4708 — 35220 2,252
Loans and receivables — — — — 5518 144 F,660 F,2ER
Held-to-miaturity 4,911 — — — — — 4,811 —

18,128 10,863 31,991 1,380 12942 T4E  TEGO2 B.247

Axalable-for-sale

Gross unrealised gains 333 104 288 3 101 — B5T BB
Gross unrealsed losses ] (E2) () (1] (28] — (107] (18}
Pite:

1) Inchudes ooeerad bonds. 20H 5 Included asset-bacdoed securilies susd by US federsl apancies and goremment sponsorsd enties and covensd bonds.
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14 Equity shares
Ginoup
E 2ms
Listed Unisi=d Tkl Listes Unitsie: Totn
Em Em Em £m Em Em
Held-for-trading 106 22 128 GBE 3 601
Designated as at fair value through profit or loss. 3 BS Ba — T T
Avadable-for-sale 13 26 228 0 38T g7
122 323 445 GOE 461 1,068
Avadable-for-sale
Gross unrealsed gans T 47 54 ] 262 287
Gross unrealsed losses — {1] {1] — [} {8)
Bark
e 2ms
Lisied Unisied Tkl Listes Unitsie: Totn
Em Em Em Em Em Em
Held-for-trading 106 15 121 G5BT 2 5op
Avadable-for-sale T 170 177 il 326 332
113 185 208 603 328 831
Avadable-for-sale
Gross unrealised gans 4 42 48 3 248 251

Gross gains of £58 millicn (2045 - £11 milkon) and gnoss losses. of £8 milion (2015 - £1 million) were realised on the sale of available-
for-sale equity shares in continuing operations. There were no gains or losses in discondinued operations.

Dividend income from available-for-sale equity shares in continuing operations was £9 million (2015 - £20 million) and in discontinued
operations was nd (2015 - £15 million]).

Unguoted equity investments whose fair value cannot be reiably measured are camied at cost and classified as available-for-sale
financial assats.
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13 Investments in Group undertakings

Imvesiments in Group undertakings are camied at cost less imparment. Movements during the year were as follows:

Bank

ME As

£m Em

At 1 January 4482 30,857
Curmency translation and other adjustments T3 a3
Additional investments 1304 857
Disposals {182] (2T
Wiite back/{impairment) of invesiments 53 (8,045)
Transfer to disposal groups (581) -
At 31 December 35,169 4482

On 1 January 2017, the company exchanged its shareholdings in Mational Wesiminsier Bank Pl and Adam & Company Group PLC for
additicnal shares in its wholly-owned subsidiary MatiWest Holdings Limited. The control over Mational Westminster Bank Ple and Adam

& Company Group PLC is retained throwgh NatWest Holdings Limited.

The impairment charge for 2015 principally relates to the Bank's imresiment in RBSG International Holdings Limited, the former direct

parent of Citizens Financial Group Inc.

The principal subsidiary undertakings of the Bank are shown below. Their capital consists of ordinary and preference shares, which are
unlisted with the exception of certain preference shares ssued by NatWest. All of the subsidiary undertakings are owned either by the
Bank. or directly or indirectly through intermediate holding companies. All of these subsidianies are incuded in the Group's consolidated

financial statements and hawe an accounting reference date of 31 December.

Mational Westminster Bank Plc i1
Coutts & Company (z 3)

RES Securities Inc @

Ulster Bank Limited 2, 4/

Mites

1) The Bark do=s not hoid any of the NafVest preferenos shames In [ssue.

i) Shenes ar not dinecly feid by e Bank.

(¥ Couls & Company |3 incomponaled with unilmied [ishilty. s regisiensd office i 440 Srand, London WC2R D05,
id)  Lister Bank Limiled and is ¥ ais opese In fhe Repubilc of Insiand.

Full information on all related underiakings s included in Mote 42,
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16 Intangible assets
Group
Goodw| Cher (1) Total

ME £m £m £m
Ciost
At 1 Janwuary 0,826 2210 12,036
Transfers to disposal groups (300} 15) (209)
Currency translation and other adjustments 146 43 188
Additions — 480 480
Disposals and write-off of fully amortised assets. — (B45) (645)
At 31 December 0.amn2 2083 11,765
Accumulated amerisation and impairment
At 1 January 4277 1.233 5510
Transfers to disposal groups — (1 {1
Currency translation and other adjusiments 146 r 183
Disposals and write-off of fully amortised assets. — (465) (485)
Charge for the year

- continuing operafions — 3 203

- discontinued operations. — 1 1
Wiite down of goodwill and other infangible assets

- continuing operations — 159 150
At 31 December 4422 1.187 5,500
Met bock value at 31 December 5,248 Bl 6,165

Qroup
Goodwl Ceher (1) Toin

2015 £m £m Em
Ciost
At 1 January 10,081 2Em 13,055
Transfers from fellow subsidianes — 5 5
Transfers to disposal groups (20 (156) (378)
Cumency translation and other adjusiments (15) (9 (24)
Additions — B13 613
Disposals and write-off of fully amortised assets — (1,237) {1,237)
At 31 December 8,826 2210 12,036
At 1 January 3,808 1.484 5,280
Transfers to disposal groups — (148) (143
Currency translation and other adjusiments (27) (158) (42)
Disposals and write-off of fully amortised assets. — (1,149) (1,143)
Charge for the year

- continuing operations — pst] 228
Wiite down of goodwill and other intangible assets

- continuing operations 488 B33 1.331
At 31 December 4,277 1.233 5,510
Met bock value at 31 December 5,540 BrT B, 526
Motz
1) Frincipally infemaily generied sofware.
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16 Intangible assets continued
Bank
Imemaity
generated

Goodwll software: Totni
ME £m £m £m
Corst
At 1 January 100 TiD 810
Currency translation and other adjustments — 10 10
Transfers (io)from fellow subsdiaries — 3 3
Additions — 470 470
Disposals and write-off of fully amortised assets — (4233) (433)
At 31 December 100 TED B0
Accumulated amorisation and impairment
At 1 January 15 251 266
Currency translation and other adjusiments — 10 10
Transfers (o)from fellow subsidiaries — il 26
Disposals and write-off of fully amortised assets —_ (258) (258)
Charge for the year — 1534 154
Wiite down of goodwill and other infangible assets — 141 141
Al 31 December 15 24 330
Met book value at 31 Decermber a5 438 521
s
Ciost
At 1 January 100 1.282 1.3@2
Currency translation and other adjusiments — (4) (4)
Transfers {o)from fellow subsidiaries — ] 28
Additions — B12 612
Disposals and write-off of fully amortised assets — 1,218) (1,213)
At 31 December 100 TiD 810
Accumulated amerisation and impairment
At 1 January 15 450 475
Currency translation and other adjusiments — (3 (3}
Transfers {o)from fellow subsidiaries — 42 42
Disposals and write-off of fully amortised assets — 1,131) 1,131)
Charge for the year — 158 158
Wiite down of goodwill and other infangible assets — T25 72
At 31 December ) 15 251 266
Met book value at 31 December 35 458 i
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16 Intangible assets continued

The Group's goodwill acquired in business combinations is
rewseswed annually at 31 December for impainment.
Impairment tesfing involves the comparison of the camying value
of each cash-generating unit {CGLU) with its recoverable amount.
Recoverable amount ks the higher of fair value and value in use.
alue in use is the present value of expected future cash flows
from the CGU. Fair value is the price that would be received fo
sell an asset in an orderly ransaction between market
participants.

Impairment tesfing inherently imoives a number of judgmental
areas: the preparation of cash flow forecasis for periods that are
beyond the normal requirements. of management reporting: the
assessment of the discount raie appropriate to the business;
estimation of the fair value of CGUs; and the valuation of the
separable assets of each business whose goodwill s being
ressewed. Sensitivity to the more significant variables in each
assessment is presented in the tables on the following page.

The recowerable amounis for all CGUs at 31 December 2016
were based on walue in use, using management's latest five-year

The annual review at 31 December 2016 indicated no Impairment
to goodwill.

As a result of the changes fio the reportable segments in 2015
pgoodwill of £0.3 billion was aliocated to RBS! Holdings (included
in disposal groups at 31 December 2018), £0.2 bilion of which
was previously reported in Commercial Banking and £0.1 billion
of which was previcusly reported in Private Banking. Goodwill of
£0.2 billion was allocated from Private Banking to International
Private Banking which was included within disposal groups at 31
December 2015, see Mote 18. The 2015 anmual review indicated
that the remaining £0.5 billicn goodwill relating to Private Banking
was impaired. Other CGLUs™ goodwill was not impaired.

The analysis of goodwill by reportable segment is shown in Note
36,

The carmying value of goodwill and the amount by which it is
exceeded by the recowerable amount are set out below by
regoriable segment, along with the key assumptions applied in
calculating the recoverable amount and sensitvities to changes

forecasts. The long-term growth rates have been based on in those assumpdions.
expected nominal growth of the CGUs. The risk discount rates
are based on those observed to be appled o businesses
reganded as peers of the CGUs.
Consaquental
Corsequeniial mpact of 1% Impact of %
Azzumphions Recrserabbe adverse movement In adverss movement
Tenmira Fre-tan  amount encesdes Discount Temminal In forecast
Goodall gowhmis  dsoount rak camying waius e gowinrale  pre-tox eamings
At 3 December 2HE £on % % £on £ £bn =
UK, Personal & Business Banking 34 2.5 12.8 146 (2.3) {1.5) (1.4}
Commercial Banking 18 25 12.8 21 (1.2 {0LB) (0.8}
RES International (1) 0.3 2.5 10.9 o2 (0.3 {0.2) (0.1}
31 December 2S5
UK Personal & Business Banking 33 4.5 12.0 U 1.5) (1.7}
Commercial Banking 1.8 4.5 12.1 84 {0.8) 1.2}
RES International 0.3 4.5 10.2 12 {0.3) (0.2}
Mot

§1) REEH s classTied as a disposal groun at 31 December 2018,

Other intanghble assets are reviewed for indicators of impairment. [n 2016, £159 million (2015 - £33 million) of previously capitalised
software was impaired by the Group. Previously capitalised software impaired by the Bank was £141 million (2015 - £725 milkon).
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17 Property, plant and equipment
GoLp
Long Shot  Computers Cperating
Ivestment  Freshod  le;sehold leasshold  and other lens=
properies o porr Totni
ME £m £m £m Em £m £m Em
Cost or valuation
At 1 January 204 2524 177 1,248 2,268 1,558 B.ATD
Transfers to disposal groups —_ 122) (3] —_ (BO) — (115)
Currency translation and other adjustments 138 b 3 71 109 5 437
Reclassifications — 46 — (48] — — —
Additions 103 08 il b k] oz} 602
Change in fair value of invesiment properties
- continuing operafions (15} — — — — — {15)
Disposals and write-off of fully depreciated asseis ) (52) (138) {34) (107} (200 (406) (1025}
Al 31 December 1.080 271 148 1,245 2,286 1313 £.863
Accumulated impaiment, depreciation and amortisation
At 1 January — 1.089 BB 750 1,843 78 4,226
Transfers to disposal groups — i4) @ — (71 — {77}
Currency translation and other adjustments — T 1 50 a5 g 226
Reclassifications — @ — [ — — —
Winte down of property, plant and equipment — T — — T — B
Disposals and write-off of fully depreciated asseis — (118) 22) (78] [152) (260) (618}
Charge for the year
- continuing operations — T4 4 B2 174 153 48T
- discontinued operations — — — — [i] — L]
At 31 December — 1171 L] a7 1,702 fts] 4,327
Met book value at 31 December 1,080 1.540 7B 448 i) TH 4,536
s
Cost or valuation
At 1 January 1,833 2E24 213 1,320 2,834 1.551
Transfers to disposal groups — (7} (41) [25) —
Currency translation and other adjustments (101} 3 2 4 1 5
Additions 12 138 ] 125 244 202
Change in fair value of invesiment properties
- continuing cperafions 13 — — — — —
Disposals and write-off of fully depreciated asseis ) (851} (445) 42] (152 (9E3) [212)
At 31 December 20 2524 177 1,248 2,268 1,558
Accumulated impairment, depreciation and ameortisation
At 1 January — Bad 121 T8S 2,100 Be2 4,654
Transfers to disposal groups — (3 — (24) 23) — {50)
Currency translation and other adjusiments — T 1 - () 5 20
Winte down of property, plant and equipment — 2re — — g3 — ar2
Disposals and write-off of fully depreciated asseis — (262) {38) (103) [TBS) (144)  (1.342)
Charge for the year
- continuing operations — 1 ] a2 o4 153 HE4
- discontinued operations — 1 — — 7 — ]
At 31 December — 1,088 BB 750 1,643 Bra 4,226
Met book value at 31 December 208 1455 EB 408 525 EB0 4,453

Investment property valuations principally employ present value
technigques that discount expecied cash flows. Expected cash
fiows reflect rental income, cccupancy and residual market
values; valuations are sensitive to changes in these factors. The
fair value measurernent of non-specialised properfies in locations
wihere the market for such properties is active and transparent
are categorised as level 2 - 83% (215 - B5%); otherwise
inwestment property fair value measurements are categorised as
level 3- 7% (2015 - 5%).

RBS ple Annual Report and Accounts 2016

Vahations were camed cut by qualified surveyors who are
members of the Royal Instiution of Chartered Surveyors, or an

equivalent overseas body; property with a fair value of £470
million (2015 - E700 million) was valued by independent valuers.

Rental mcome from imeestment properties was E78 million (2015

- £78 millicn). Direct operafing expenses of investment properties
wiere £16 million (2015 - £14 milion).
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17 Property. plant and equipment contnued

Bank
Lang Shert Compulsrs
Inressterl Freshoid leasshoi Ieasehold and ofher
Frop ! e Equipment Total
01E £m £m £m Em £m £m
Cost or valuation
At 1 January — 1,180 T 833 1.735 3,604
Transfers {to)from fellow subsidiaries {52) 187} — 5 (6) (250)
Currency translation and other adjustments — 5 2 ] 14 a0
Reclassifications — 46 — (46) — —
Additions 52 188 2 &0 205 508
Disposals and write-off of fully depreciated assets — (B (29) {51) (144) (320
Al 31 December — 1,107 ol 10 1804 3,972
Accumulated impaiment, depreciation and amorfisation
Af1 January — 75 46 37 124 1,882
Transfers (to)from fellow subsidiaries — ) — — (5) (14)
Currency translation and other adjusiments — L] 1 ] 14 28
Reclassifications — ] — e — —
Write down of property. plant and equipment — as — — 7 Fi]
Disposals and write-off of fully depreciated assets — a2y (19) (39 (118) (269)
Charge for the year ) — 44 1 ar 153 235
At 31 December — 4M 20 335 1284 2,48
Met book value at 31 December — 06 2 275 520 1,523
018
Cost or valuation
At 1 January - 1314 T 823 2483 4501
Currency translation and other adjusiments - (1) {1 (1) 4] {7}
Additions - 44 1 aa 344
Disposals and write-off of fully depreciated assets — (202) — (0] (1,234]
Af 31 December - 1,160 Fili] 833 3,804
Accumulated impaiment, depreciation and amorisation
Af1 January - 409 = 135 1,737 2,525
Curency translation and other adjusiments — — 1" — (3] 8
Write down of property. plant and equipment — — — — £1 2
Disposals and write-off of fully depreciated assets - (B8] — (43) (803) (B31)
Charge for the year — 4| (9] 45 222 308
At 31 December - 375 46 a7 1,234 1,982
Met book value at 31 December — 785 30 294 A01 1,812
18 Prepayments, accrued income and other assets
Geup Eank
06 P 208 FE
£rm Em Em Em
Prepayments M3 a2 238 277
Accrued income W7 288 170 107
Tan recowerable 40 150 23 143
Pensicn schemes in net surplus (see Note 4) 207 25 a4 186
Interests in associates 320 306 it a1
Other assets B8 1,888 800 7T
2288 3,18 1,563 1,548
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19 Discontinued operations and assets and liabilities of disposal groups

As part of implementing the legislation follewing the recormmendations of the Independent Commission on Banking, on 1 January 2017
The Royal Bank of Scotfand Intemational (Holdings) Limited (RBSI Holdings) was sold to The Royal Bank of Scotiand Group ple, the
immediaie parent of the Group. Accordingly. RBS| Holdings has been classified as a disposal group at 31 December 2018 and

presented as a discontinued operation, with comparative income statement and related notes re-presented.

The Group sold the final tranche of its interest in Citizens Financial Group, Inc. (Citizens) in October 2015, Consequently, Citizens was
classified as a disposal group at 31 December 2014 and presented as a discontinued operation until October 2015. From 3 August
2015, undil the final tranche was sold in Ociober 2015, Ciizens was an assocated undertaking.

The gamn on disposal in 2015 comprised £248 million on the derecognition of assets and liabilities, and £1,001 millicn in respect of
resendes reclassified in accordance with IFRS.

(a) Profit!{loss) from discontinued operations, net of tax

] 2ms A4
Citizens £ &m £
Interest income — 1433 2,24
Interest expense — (144 (181}
Het interest ncome — 1.285 2,013
Other income — 615 1,043
Total income —_ 1,004 3,056
Operating expenses — (1,181} (2.123)
Profit before impaimnent losses — T23 833
Impairment losses — (103} (187}
Operating profit before tax — 620 T30
Tax charge — (212) (28}
Profit afier tax — 4048 508
Provision for gain(loss) on disposal of subsidiary — 10 (3.0:04)
Gain on disposal of subsidiary — 1,155 -
Praowision for loss on disposal of interest in assocciate — {130) -
Gain on disposal of nferest in associate — @1 —
Profiti{loss) from Citizens discontinued operafions, net of tax — 1.538 (3.484)
i MHE A4
RBS| Holdings. £m £m Em
Total income 275 212 214
Operating expenses (130) (130} (147}
Profit before impaimnent losses 145 a a7
Impairment losses {2) (1) B
Operating profit before tax 143 8 i
Tax charge ]| (23] (29}
Profit from RBSI Holdings discontinued operafions, net of tax 117 54 48
[b) Cash flows attributable to discontinued operations
Included within the Groups cash flows are the following amounts attributable to discontinued operations.
208 M A4
£m £m Em
Met cash flows from cperating activities (32) (58) 4,015
Met cash flows from investing activities {12} (7 (4, 198)
Met cash flows from financing activities — 10 506
et (decrease)fincrease in cash and cash equivalents {18) (B0} 145
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19 Discontinued operations and assets and liabilities of disposal groups continued

[c) Assets and liabilities of disposal groups

Assets

Cash and balances at central banks
Leans and advances to banks
Loans and advances io customers
Diebt securities and eguity shares
Dierivat

Intangible assets

Property, plant and equiprent
Other asseats

Assets of disposal groups
Liabilities

Deposits by banks

Customer accounts

Dleriuati

Seftlement balances

Oher Rabilites

Liabilities of disposal groups

ME S
£m Em

62 535

£ Toe
7891 1,630
— 443

15 30
i} —
34 18

] 111
8,368 3,486

1 32
23272 2,805
9 2B

— i

109 10B
23381 2,980

At 31 December 2018 disposal groups primarily comprise the net assets of RBSI Holdings, which in January 2017 was sold to The
Royal Bank of Scotland Group ple at its book walue: costs to sell were immaterial. At 31 December 2015 the net assets of disposal
groups primarily comprised International Private Banking measured at the agreed sale price to Uniocn Bancaire Privee less costs to sell
{fair value hierarchy lewel 3) (£3,344 millicn assets; £2. 724 million lisbilities).

20 Short positions

Diebt securities

- Gowemment
- Other issuers
Equity shares

e
§11 A sheort posilions. are classiflad & heid-for-rading.

RBS ple Annual Report and Accounts 2016
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Group Bank
e Fi e F
£m £m £m £m
20,878 160,840 16,508 16,760
1.085 elii] 1.001 a2z
3 2 3 2
22,076 20,808 17,500 17,5083
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H Provisions for liabilities and charges

Sup
Fayment Oiher Resigentil  Litigadion anc
protecion ossiomer  morigage backed cier  Fraperty and
rsurance (1) redress (2] sEruiles (¥ mgualnyid,  other{SE) Total
Prowisions fior liabilites and charges Em £m £m Em £m Em
At 1 January 2018 aa8 ] 3z 408 1,185 T.220
Transfer to disposal groups 1] {1m —_ —_ ] {17}
Transfer from accruals and other Eabilities — T i 17 36 107
Transfer 50 (28] 105 (53] (78] -
Currency translation and other movements — B i3 T3 B3 850
Charge i income statement
- continuing operations 600 G627 3,33 40 1471 6,828
- discontinued operations 1 1 — — i} ]
Releases to income statement
- continuing cperations — (28) (91) {13 219) (509)
- discontinued operations — (3 — — {2 {5)
Provisions utiised (304) (328) 11.128) (145 650)  (2.843)
At 31 December 2016 1,252 1.041 3,752 1,067 1,738 11,840
Bank
Payment Ofher Reskiental Litigaion
protection fusiomer  morignge backsd  and ot Property
Inswance {1]  redoess (3) securilies (3] requisioryis]  and olher (S} Totni
Prowisions fior liabilifies and charges £m £m £m £m £m Em
At 1 January 2018 e 78 — aea 876 1.847
Transfer from accruals and other Eabilites — S —_ & 27 a7
Transfer 16 (8 — 52 {80) —
Currency translation and other movements — — — &0 53 112
Charge to income statement T 151 1.788 648 1,267 4,110
Releases to income statement — (16) —_ {131) {235) (382}
Provisions utfised (148) (70} — {125) (52d) (870}
At 31 December 2015 45T )| 1,766 B0E 1422 4,884

Motes:

{1} To reflect the developments defailed in Mobe 30, the Group increased its provision for PP by £601 milion in 2016 {2015 - £800
miilion), brimging fhe curmulative charge to £4.9 billion, of which £3.3 billicn (87 %) in redress, and £0.4 biflicn adminisirative expenses
had been paid by 31 December 2018, Of the £4.9 bilkon cumulative charge, £4.5 billicn relates to redress and £0.4 bilion fo
administrative expenses.

The principal assurmptions underlying the Group’s prowision in respect of PP sales are: assessment of the total number of complaints
fhat fhe Group will receive; the propartion of these that will result in redress; and the average cost of such redress. The number of
complaints has been estimated from an analysss of the Group®s porffolio of PPI policies sold by vintage and by product. Estimates of the
percentage of policyholders that will lodge complaints (the take wup rate) and of the nurmber of these that will be upheld (the uphold rate)
hawve been established based on recent experience, guidance in FCA policy statements and the expected rate of responses from
proaciive customer contact. The average redress assumpfion is based on recent expenence and FCA calculation rules.
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H Provisions for liabilities and charges confinued

The table below shows the sensitivity of the provision to changes in the principal assumptions (3l other assumptions remaining the
same).

Eenshivly
Chanps I dhange In
Assumption o dafe assumplions u £m
Single premium book past business review take up rate 57 % GE% +-5 +-66
Uphold rate (1) 1% B1% +-5 +-60
Average redress £1,683 £1,668 +-5 +i-46i

Pite:
LUphoid rates exciude claims where no PP policy was heid,

Interest that will be payable on successful complaints has been included in the provision as has the estimated cost to the Group of
administering the redress process. There are uncertainties as to the eventual cost of redress which will depend on actual complaint
volumes, take up and uphold rates and average redress costs. Assumptions related o these are inherently uncertain and the witimate
financial impact may be difierent from the amount provided. We continue o monitor the position closely and refresh the underlying
assumptions.

Background information in relafion to PP claims is given in Mote 30,

{2} The group has provided for other customer redress, primarily in relation to imvesiment adwvice in retal and private banking.
{2016 - nil: 2015 - £48 millicn), packaged accounts, (2018 - nil: 2015 - £157 million) and interest rate hedging products,
{2016 - nil: 2015 - £81 millicn).

The group has a prosssion of £84 million for s Eability in respect of the sale of Interest Rate Hedging Products (IRHP), having an
ncurred costs of £1.5 billion. The Review is now matenially complete (B8.4%) with only a small number of claims for addstional losses
{Conseguential Less) remaining. Background information in relation o Interest Rate Hedging Products is given in note 30.

The group established a prostsion of £400 milkon in Movember 2018 in respect of the FCA review of the groups treatment of SME
custormers, relating to the automatic refund of complex fees for SME customers that were in GRG between 2008 and 2013, additional
redress costs arising from a new complaints process. and the associated operational costs. Background information in retation to the
FCA review of SME customers is given in note 30,

{3} In the US, the Group is subject to civil Migation and various civi and criminal investigations relafing o its issuance and underwriting
of RMBS. As announced on 26 January, an additional charge of £3.1 billion was taken in the fiourth quarter of 2018 in connection with
fhese matters. Detailed descriptions of RBS's legal proceedings and discussion of the associated uncertainties are given in Note 30.

4] The Group is party to certain legal proceedings and regulatory investigations and continues to co-operate with a number of
regulators. All such matters are pericdically reassessed with the assistance of extemal professional advisers, where appropriate, o
determmine the likelihood of the Group incurring a liability and to evaluate the extent to which a relable estimate of any liabiity can be
made. Detals of these investigations and a discussion of the nature of the associated uncerianties are given in Note 30,

{5) The Group has recognised a 750 millon prowision in 2016 as a consequence of the announcement that HM Treasury is seeking a
revised package of remedies that would conclude its remaining State Aid commitrments.

(@) The majority of property provisions relate to vacant leasehold property and comprise the present walue of the shortfall between
rentals payable and rentals receivable from sub-letting.  Other provisions include restructuring provisions of £4.30 million principaly
temmination benefits.

22 Accruals and other liabilities
Goup Bark
HHE 5 Fr o]
£m Em £m En
Motes in circulation 2,028 1.886 1.276 1.1898
Current tax ME 186 260 166
Accruals 1.266 876 (ii] 1.182
Dieferred income 437 are 268 226
Over habilites 2,052 2,623 a0r 1,046
6,128 6,850 3,268 3,820
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23 Deferred tax
Orp Bark
F3 2095 e T
Em £m £m Em
Defemed tax iabity 525 T28 —_ —
Deferred tax asset {1,708) (2.622) (272 (202)
Met defermed tax asset (1,273 (1,883} {272 [B02)
et defemmed tax asset comprised:
(e V]
Fair Awnilabie- T
Aceieraled vaeol  for-sse Cash =1
capiln Dt fnanca  Tirancia Tow Share  comied
Fersion slowances Prisions gans Rstuments  assels  hedging schemes  fonward Dther Tola
£m Em £m Em Em Em £m Em £m Em Em
At 1 January 2015 (T15) 540 (M41) 30 {52) 4B 20 (30(1.47E)  (35) (1,845
Acguisitions and disposals
of subsidiaries 7 (13 — 3 — {4] - — — (1) {20
Chargei{credt) to income staberment
- continuing operations 160 (289 (gE) 14 48 (44) a8 2 135 54 =]
(Credif¥charge to other
comprehensive income [314) — — — — i} (125) ] — —  (378)
Cumrency translations and ofher
adjusimenis 5§ B 3 — — 23 — — 13 B g1
At 1 January 2018 (8ET) M1 (327} &D 4 =] 243 (23]1.321) 26 (1,883)
Acqguisitions and disposals
of subsidiaries (&) {82) — 3 — il _ = = 1 59
{Credit)charge to income staterment
- continuing operations |38 147 [ -] 26 (24 (142 13 ;T 1 287
- discontinued operations. — 1 — — — — — — — —_ 1
Chargei{credit) to other
comprehensive income 240 — — — — {8) 158 — — — 380
Currency translations and ofher
adjusimenis 4 &2 — — — — — — 36 o 1
AL 31 December 2016 [GEE) 300 (335) 40 22 G2 258 (107(1,050) a7 (1,273)
Bark
Aomlatie- T
Arrejerabed for-saks lomses
capha Defemed firancia Cash Now Srare camed
Fersion aliowances Provisions pairs assets  hedgng schemes formard  Other Tola
Em Em Em £m Em Erm £m £m £m Em
At 1 January 2015 3 (223 (185) n — 8 (2B) 480y (18} (733)
Crediti{charge] to income statement 1 (180) (6] a — 13 2 r 18 (174)
Chargei{credit) to other comprehensive income 20 — — — 58 {77) 4 — — ]
Currency translations and other adusiments - - — — — — — — — -
At 1 January 2016 18 (409  (258) H 58 144 (23 (eE2) — (202)
(Charged{credit) to income statement 11 aon {2 (8) — (5] i3 20 A G622
Charges|{credit) to other comprehensive income 21 — — — 2 {15) — - - ]
Currency translations and other adpusiments — — — (1) — — — — 1 —
At 31 December 2015 50 (109 [261) 24 a0 124 (10 {182) (272)
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23 Deferred tax contnued

Dieferred tax assets in respect of unused fax losses are recognised if the losses can be used o offset probable future taxable profits
after taking into account the expected reversal of other temporary differences. Recognised defiemed tax assets in respect of tax losses

are analysed below.
016 AN
£m Em
UK tax losses camied forward
- The Royal Bank of Scotland ple 182 462
- Maticnal Wesiminster Bank Plc (i1 B28
- Ulster Bank Limited 14 M
B 1,121
Owerseas tax losses camed forward
- Ulster Bank Ireland DAC 249 210
1,050 1,331

UK tax losses

Under UK tax rules, tax losses can be camied fonsard indefiniely.
In periods from 1 April 2015, the Finance Act 2015 Emits the
offset of losses camied forward by UK banks o 50% of profits. In
periods from 1 Apeil 2018, the Finance Act 2018 further Bmits the
offset of losses camied forward by UK banks o 25% of profits.
The main rate of UK Corporation Tax will reduce from 207% fo
18% from 1 April 2017 and o 17% from 1 April 2020. Under the
Finance (Mo 2) Act 2015, tax losses camied forward at 31
Diecember 2016 are given credit in future periods at the main rate
of UK conporation tax, excluding the Banking Surcharge rate (3%)
introduced by the Act. Deferred tax assets and liabifies at 31
Diecember 2016 take into account fthe reduced rates in respect of
tax losses and non-banking termporary differences and where
appropriate, the banking surcharge inclusive rate in respect of
other banking temporary differences.

The Royal Bank of Scofland plc — The Royal Bank of Scotland ple
reported taxable profits in 2011 and 2014, and tax losses in
22, 2013 and 2015. The tax loss for 2012 reflected the
rexersal of pressous own credit gains offset by core banking
profitability. In 2013 UK tax losses were largely attributable fo
loan impairment charges arising from the accelerated recovery
strategy recorded in the final quarter of the period. In 2014, core
profitability rermained strong and a taxable profit arose. In2015a
further tax loss arises as a result of resiructuring costs incurmed
as part of RBS's strategic plan. In 2018, a taxable profit anses.
A reduction in the carmying value of deferred tax assets of E701
milion was recorded in 2013, an additional reduction of £850
milion was recorded in 2014, with a further reduction of £300
milion being recorded in 20468, In addiion, defierred tax of £150
million was not recognised in respect of excess 2013 UK taxable
losses. RBS expects that the balance of recognised deferred fax
asset at 31 December 2016 of £182 million in respect of tax
losses amounting to £947 million will be recovered by the end of
2021.

RBS ple Annual Report and Accounts 2016

MNational Westrminster Bank Pic — the defermed tax asset in
respect of fax losses at 31 December 2016 relates to residual
unrelieved trading losses that arose between 2000 and 2014.
0% of the losses that arose were relieved against taxable profits
arsing in other UK, Group companies. Taxable profits arose in
2015 and 2018. Based on its strategic plan, RBS expects that
the recognised defemmed tax asset of £605 milkon inrespect of tax
losses amounting to £3,361 million will be recovered by the end
of 2022,

Cwerseas tax losses

Ulster Bank Ireland DAC— a defemed tax asset of £249 milkon
has been recognised in respect of losses of £1,992 million (2015
- £1,078 million; 2014 - £1,776 million) of total tax losses of
£7,8EB million (2015 - £7,083 million; 2014 - £8,508 million)
carnied forward at 31 December 2018. Please note that the
increase in fhe total tax losses and associated deferred tax asset
is due o the ££ exchange raie. These losses arose principaly as
a result of significant impaimment charges between 2008 and
2013 refiecting challenging economic conditions in the Republic
of Ireland. Impairment charges have reduced and Ulster Bank
Ireland DWC refumed to profitablity during 2074, 2015 & 2016,
Based on RBS's sirategic plan, the losses on which a defiemed
tax asset has been recognised will be uliksed agamst future
taxable profits by the end of 2023.

Unrecognised deferred tax

Deferred tax assets of £5,728 million (2015 - £4,364 millicn, 2014
—£3,778 millicn ) have not been recognised in respect of tax
losses and other temporary diffierences camied forward of
£24.373 million (2015 - £18,480 million, 2014 — £18, 780 million)
in jurisdicfions where doubt exists ower the availability of fubure
taxable profits. Of these losses and other termporary differences,
£7,BEE million will expire after five years. The balance of tax
losses and other temporary diffierences camied forward has no
expiry date.

Deferred tax liabilities of £258 mllion (2015 - £256 million; 2014 -
£188 million) have not been recognised in respect of retained
eamings of owerseas subsidiaries and held-over gains on the
incorporation of owerseas branches. Retained eamings of
overseas subsidianes are expected fo be reinvested indefinitely
or remitted to the UK free from further taxation. Mo taxation is
expected fo arise in the foreseeable future in respect of held-ower
pgans. Changes to UK tax legislation largely exempts from UK
tax, owerseas dividends received on or after 1 July 2008

188

416/487



EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

Motes on the accounts

24 Subordinated liabilities
Cerfain preference shares issues are cassified as liabilties: these securities remain subject fo the capital maintenance niles of the
Companies Act 2008.

The following tables analyse the remaining contracted maturity of subordinated liabilities by the final redemption date and by the next
call date.

g Bank
HHE 2045 ME AHS
£m Em £m Em
Diated loan capital 11428 15,870 11.045 15470
Undated loan capital 4,038 8178 3631 7401
Preference shares 3.548 2,981 3,184 2,663
18,515 27,030 17670 26,534
Group
M7 ME AHFIH 2022028 Thersafsr Fematusl Tiotal
2016 - final redemption £m £m £m Em £m £m £m
Steriing 21 — 3ae _ - 2168 2,556
US dollar 105 — 103 551 1269 4373 11,371
Euro Biz 1.B17 — 1,730 — 215 4,674
Other 34 — — a72 — 8 914
1,072 1817 472 8,123 1269 6,782 18,515
Group
Cumanty M7 ME HFIOH 202028 Thereafisr Fematusl Tootal
2016 - call date Em £m £m £m Em £m £m £m
Steriing 1,810 L] 113 407 140 | 1687 2,556
U5 dollar 2 2.3 — 103 3004 1.751 [l 11,371
Euro 162 1384 1817 aro ara — f3 4,674
Other ] B0G — — — — — 214
4.4 4, 681 1,830 1,380 4422 1772 BEQ 16,515
Giroup
2HE M7 2052020 2001-2025 Thermafier Fempetual Tt
2015 - final redemption £m £m £ Em £m £ £
Steriing 24 — 4,008 388 — 4 661 10,062
US dollar 21 — 33p 4,832 1.082 4,052 11,076
Euro 167 6438 1,621 2,245 — 164 4,865
Other 30 — 18 77 — 241 1,026
322 G438 6,977 7.983 1,082 10,038 27,030
Giroup
Cumenty 2MHE M7 20152020 2001-2025 Tharmafier Fempetual Tota
2015 - call date Em £m £m £ Em £m £m £m
Steriing 2,580 5073 51 1,655 433 45 188 10,063
US dollar 2 1.055 2019 33p 3238 1483 — 11,076
Euro — 1.083 1,063 2372 320 — 47 4,865
Other 26 263 737 — — — — 1,026
4 597 7.454 4770 4 366 4,082 1,508 243 27,030
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24 Subordinated liabilities contnued

Eanit
7 s 25 HZ3-2mE Theneatie Feretual Total
2016 - final redemption sm £ E£m £m £m £m £
Sterling 11 — — — —_ 1810 1821
US dollar e — M 5521 1,271 3583 10,585
Euro 211 1.817 — 1.730 —_ — 4,458
Oher LS — — ET2 — — BD6
1,055 1.817 1M 8123 1,271 5.503 17,670
Eani
Cumentty 7 s 25 HZ3-2mE Theneatie Feretual Total
A6 - call date T &m £m Em £m £m £m £m
Sterling 1,810 59 113 8 5 20 a0 1.821
US dollar 1,825 2293 —_ i 3604 1,753 2] 10,565
Euro — 1,383 1,817 870 I — — 4 458
Oher — pLii] — — — — — ‘D6
3,535 4,651 1,930 1,009 4,333 1,773 iz 17,870
Eani
M6 Fiord 20HE-2030 Hz1-2ms Theneatie Feroetual Tota
2015 - final redemption £m £m Em £m Exr Em Em
Sterling 24 — 49549 - — 4.408 B420
US dollar T3 — 330 4632 1,062 4305 10,425
Euro 188 B48 1,821 2245 — — 4,880
Oher a0 — — Tar — 23 1,000
307 48 6,959 T.614 1,062 0.544 25,534
Eani
Cumenfty IME T 20HE-2030 Hz-2ms Theneatie Feroetual Totai
2015 - call date Er £m £m Em £m Em £m Em
Sterling 2680 5,083 51 1,055 25 45 o B420
US dollar 1,838 LT 2,019 330 3.289 1,463 — 10,425
Euro — Lt 1.063 2372 T2 — — 4,880
Oher — 283 Tar — — — — 1,000
4,308 8,824 4,770 4,386 3634 1,508 30 25,534
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24 Subordinated liabilities contnued
Issuances and redemptions during the year (value at date of fransaction) are set out below.

Capital MME A5
£m Em
The Royal Bank of Scoffand ple
£54 milion 5.13% undated notes Ineligitle fasl —
£5000 million floafing rate dated nofes Tier2 5.000 —
CAD4TS million 5.37% undated notes Ineligitle 283 —
€1 billicn 4.83% dated nodes. Ineligible: i —
55350 milion 4.70°% dated notes Ineligile: 282 —
155350 milon undated floating rate notes Ineligitle 282 —
£240 miflicn floating rate perpetual notes Tier2 B4l —
£1,500 milkion floating rate perpebual notes Tier2 1.500 —
5F1, 600 million floating rate perpetual notes. Tier2 1.289 —
€23 milion floating rate dated notes Ineligitle — 17
USHETE milion 5.05% dated notes Ineligible: — 445
AUE18 milkon floating rate dated notes Ineligitle: — ]
AUE3E milkon floating rate dated notes Ineligible: — 18
USF238 milion floating rate dated notes Ineligile: — 154
€750 millicn 4.68% dated notes Tier2 —_ 546
£250 miflicn .63 dated notes Tier2 — 250
GHF400 million 2.367% dated notes Tier2 — 250
CHF100 rmilion 2.367% dated notes Tier2 — G5
CHF200 million 2.387% dated notes Tier2 — 120
RBS Bank (Polska) 5.A.
PLM102 billion dated notes Tier2 21
Nafional Wesiminsier Bank Pic
£4T milkon 7.63% undated notes Tier2 — g7
£300 miflicn 7.68% dated notes Tier2 — 300
10,518 2278
Pate:
(1) Thes wem no lssuances In 2016 or 2048,
Dated loan capital Capital e AHS
trealmert £ Em
The Roy=al Bank of Scofland pic
€100 miflicn floating rate notes 2017 Tier2 BE T3
€750 miflicn 4.35% notes 2017 Tier2 &T0 e
2,000 milion 6.83% notes 2018 Tier2 1.803 1,685
U5%125.8 million floating rate notes 2020 Tier2 2 BS
€1,000 milkon 4.63% notes 2021 {redeemed Septernber 2016) Ineligible — TET7
€300 miflicn floating rate notes 2022 Tier2 241 207
144 4 milkion floating rate notes 2023 Tier2 142 120
AUFEA3 milion 13.13% notes 2022 (callable once March 2017) Tier2 £38 461
CAD42D million 10.50% notes 2022 (callabde once Manch 2017) Tier2 261 212
CHF124 milion 8.36% nodes 2022 (callable once March 2017) Tier2 ior a2
€564 millicn 10.50% notes 2022 (callable once March 2017) Tier2 523 450
552132 million B.50% notes 2022 (callable once Manch 2017) Tier2 1.775 1475
Due fo the holding company
USF350 million 4.70°% notes 2018 (redeemed December 2018) (1 Tier2 — 260
£5,000 milkon floating notes 2019 (redeemed Jume 2018 (1) Tier 2 — 5,000
U552 250 million 6.22% notes 2022 41 Tier2 1.778 1,480
155388 milion 5. 10°%% notes: 2023 Tier2 X208 a7
USE2.000 million 6.00% notes 2023 (1) Tier2 1.700 1438
€1,000 milkon3.83% notes 2024 (callable once Manch 2018) 1) Tier2 BE3 |
11,045 15,470
Mactes

1) On-i=nt from The Rioyal Bank of Scofland Ceoup plc ona sebordnaled basis.

2] In e mvent of ceriain changes In Sax s, daked loan caplal Esuss may e redesmsd 0 shois, bul notin part, at e oplion of She [szuer, 2 the pincipal amount el pius
arorued Imerest, subject bo prior regulaiony aponowvsl

%) Except as. sinied abowe, dalms In respect of the Group's daled ioam capilal ane subordinated o the daims of other cediBors. Kore of The: Group’s. daled loam caplial Is seouned.
) Imerest on al ficaling rale subordinaied nofes ks calouialed by reference fo market rale=s.
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24 Subordinated liabilities contnued

Undated loan capital Caital e ANS
trestment £m E£m
The Royal Bank of Scofland pic
£31 milion 4.86% notes Insligible ki1 k|
£51 milion §.25% notes (callable every five years from December 2017) Inaligible £2 |
£54 milion 5.13% notes (redeemed March 2018) Insligible — &7
£35 milion 5.50% notes (callable every five years from December 2018) In=ligible 3B 3B
£21 milion 8.207% notes (callable every five years from March 2022) Insligible ol 26
£103 millicn 2.50% notes (callable every five years from August 2018) i1y In=ligible 17 121
£18 milion 5.63% notes (callable every five years from September 2028) 1) In=ligible 25 24
£19 milion 5.63% notes (callable every five years from June 2032) In=ligible pia | 21
GADHTS million 5.37% fixed rate notes (redeemed August 2018) In=ligible — 235
Due fo the holding company
53350 milion floating rate primary capital notes (redeemed December 2018) 42 Ther 2 — 236
551200 million 7_65% perpetual regulatory securities (callable September 2031) 2.3 Teer 1 BER B21
£1,500 milkion floating rate perpetual notes (redeemed December 2018) @ Ther 2 — 1.500
900 miflicn floating rate perpetual notes (callable June 2018) @ Teer 2 48T 405
$1,800 milkon floating rate perpetual notes (redeemed December 2018) @ Ther 2 — 1.078
£240 millicn fioating rate perpetual notes (redeemed December 2018) 42 Tier 2 — 850
55150 milion 8.00% perpetual notes (callable from Ociober 2083) Ther 2 124 103
UIS%136 milion 7.75% perpetual notes (callable from May 2023) @ Ther 2 111 a3
£200 miflicn floating rate perpetual notes (callable) @ Ther 2 200 200
£285 millicn floating rate perpetual notes (callable) Ther 2 il i BBE
£100 miflicn floating rate perpetual notes (calablej Teer 2 100 100
£420 millien floating rate perpetual notes (callable) Tier 2 424 424
3631 7401
[

(1) Guamnized by he company,
{Z) Cr-lent from The: Royal Bank of Soofiand Geoup plc on A sebordinaled bass.
{3) The company can salisy Imerest payment cbigations by ssulng suticlent ordirany shares to appoinfed Trusters io srabie hem, on seling thess shares, o sefe the ineest

4 Except as shyvied aboves, claims in nespect of ihe Grous’s undalsd oan capilal ans subondinaled fo the daims of other oredions. Mone of he Grous’s undalsd ioan capial s
seured.

=] In e mvent of ceriain changes In S s, undabed losn caphisl Issues may be redeemed in whols, but not in g, 2 the opbon of ihe Group, ot the pencizal amount Tensof plus:
acorued inferest, subject o prior regulationy
=) Imerest on all ficaling rale subordinaied nofes ks calouialed by reference fo market rale=s.

Preference shares (1 Capital e AHS
ireatment £ £m

The Royal Bank of Scoffand ple

MNon-cumulative preference shares of US30.01

UIS$200 milion 7 65% Series F (callable anytime} Ineligible 162 135
UIS$300 million 7 25% Series H (callable anytime) Ineligible 243 202
UIS$750 million 8 60% Series L {callable anytme) Ineligible 609 5006
UISFEAD0 milion & 43% Series N (callable January 2034} Ineligible 66 B
S350 million 5. 75% Series R (callable quarterly) Ineligible 600 573
UISH1,000 million £.12% Series 1 jcallable anytime) Ineligisle B30 B

3,194 2,663

[gtes
1) Issued boine holding company on iemms whidh, Ingeneral, mimor the aniginal lssues by the hokding company.
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23 Share capital and reserves
Aboited, cabed up and fully paid
016 AN
£m Em
Ordinary shares of £1 6609 6,608
Aboited, cabed up and fully paid
Number of shares - millions 2ME AS
Ordinary shares of £1 6609 6,608
MNon-cumulative preference shares of US30.01 o ]

Non-cumulative preference shares of €0.01

Ordinary shares
Mo ondinary shares were issued during 2016 or 201 5.

The Bank did not pay an ordinary dividend in 2016 or 2015,

Preference shares

Im 2016, the Bank redesmed in whole the non curmulative
preference shares Series O and P of US30001 and Series 3 of
eno.

Reserves

At 31 December 2018, the merger reserve comprises the
premiurm on shares issued to acguire MatWest less goodwill
amortisation charged under previous GAAP. No share premium
wias recorded in the Bank financial staiements through the
operation of the merger refief provisions of the Companies Act
1985.

RBS ple Annual Report and Accounts 2016

UK [aw prescribes that only resenves of the Bank are faken info
account for the purpose of making distributions and the
permissible applications of the share premiurn account.

subsidiaries, including regulated enfities. Certain preference
shares and subordinated debt are also inchuded within reguiatory
capital. The remittance of reserves o the parent or the
redermpiion of shares or subordinated capital by regulated enfities
may be subject to maintaining the capital resources reguired by
the relevant regulator.
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26 Leases
Cperating lease:
Firance ease contracts and hine parchase agreements ams
Grss  Fresentvake Oiner Fulure Prsent  fuflne minkmum
amourns adusimerts mmerents drwdowns value lease reniais
Year in which receipt will occur £m ™ £m £m £&m £m
ME
Within 1 year 3,174 (230) 54) 27 2,863 138
After 1 year but within 5 years 5,002 (518) (113) (E8) 4303 206
After 5§ years 2,715 (951) (28] — 1,738 25
Total 10,331 {1,800 (193] 185) 8004 480
2015
Within 1 year 3mnm (238) (31) — 2B44 166
After 1 year but within 5 years 4,30 (£20) (83) — 4,288 204
After 5§ years 2,784 (1,120) [(24) — 1,640 72
Total 10,886 {1,776) (138) — 8,782 532
G
ME AHE
£m Em
Mature of operating lease assets on the balance sheet
Transportation | telali]
Cars and light commercial vehides il 56
Other Pk 268
T25 B0
Armounts recognised as income and expense
Finance leases - contingent rental rebate (TE) (B1)
Operating leases - minimum rentals payabls prc: 1] 238
Finance lease confracts and hire punchase agreements
Accumulated allowance for uncollectable minimum receivables i) 1]

There was no income or expense recognised in discontinued operafions (2015 - £75 million; 2014 - £124 million) in relation fo operating
leases - minimum rentals payable.

Residual value exposures
The table below gives details of the unguarantzed residual values included in the camying value of finance leases receivables (refer to
page 152) and operating lease assets (refer to page 1811

Year Inwhich nesidusl vaive wil be recovened
Afer 1 year Afer 2 pears

Wihin 1 but wihin it whthin Adier S
year Zyears 5 years years Tiotal
HME £m £m Em Em £m
Operating leases
- transportation 24 60 128 | 233
- cars and Bght commercial vehicles 5 5 12 — n
- ofher 0 18 32 5] &7
Finance lease confracts 43 n 46 il 142
Hire purchase agreements 24 25 2 — il
126 136 220 53 535
08
Operating leases
- transportation 128 57 52 108 M2
- cars and Bght commencial vehicles a 3 10 — 21
- ofher 24 28 35 2 B
Finance lease confracts 30 22 58 24 134
Hire purchase agreements 1 — 3
189 111 158 24 5E2

Acting as a lessor, the Group provides asset finance to its customers. |t purchases plant, equipment and intellectual property, renting
fhem fo customers under lkease arangements that, depending on their terms. qualfy as either cperating or finance leases.
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27 Structured entities

A structured entity (SE) is am entity that has been designed such
fhat woting or similar rights are not the dominant factor in deciding
wiho controls the entity, for example, when any voting rights relate
o administrative tasks enly and the relevant actwities are
directed by means of contractual amangements. SEs are usually
established for a specific, limited purpose, they do not camy out a
business or trade and typically have no employees. They take a
vanety of legal forms - trusts, parinerships and companies - and
fulfil many different functions. As well as being a key element of
securitisations, SEs are also used in fund management aciivities
o segregate custodial duties from the fund management advice.

Consolidated structured enfities.

Securitisations

In @ securitisation. assets, or interests in a pool of assets, are
fransferred generally to a SE which then issues Eabilities to third
party investors. The majority of secunitisations are supported
fhrough Bquidity facilies or other credit enhancemnents. The
Group amanges secuntisations to facilitate dlient transactions and
undertakes own asset securitisations to sell or to fund portiolios
of financial assets. The Group also acts as an underwriter and
depositor in securitisation fransactions in both client and
proprietary transactions.

The Group's involvement in client securitisafions takes a number
of forms. i may: sponsor or administer a securitisation
programme; provide Bquidity faciiies or programme-wide credit
enhancement; and purchase securibies issued by the vehicle.

Own asset securitisations

In cwn-asset securitssations, the pool of assets held by the SE is
either originated by the Group. or {in the case of whole loan
programmees) purchased from third parties.

The table below analyses the asset categories for those own-
asset secuntisations where the fransfiermed assets continue o be
recorded on the Group's balance shest.

Goup
a6 ams
Dbt securilies In lssue Debt securbies In hisuz
ek by hied Hedd by fhe Held by fhird Hesd by the
Angas pofes  Goup(l]  Tolw  Asses paties  Grous (1} Tota
Asset type Em Em £m £m £m £m Em Em
Morigages
-UK 1475 — 1774 1774 39054 251 3067 4,028
- Irish 7054 1180 &621 TED1 7385 1472 6836 B30E
-Us ElH| am — i — — — —
Other loans @ — — — — 44 4 - a
8,830 1481 2305 OBETE 11205 2447 0803 12345
Cash deposits 285 1,201
8785 12,568
Mintes
(1) Dbt securies retained by fhe Group may be piedged wih cantral banks.
(% Comporale, socal housing 2nd stedent loans.
Commercial paper conduits Covered bond programme

The Group consolidates a number of asset-backed commercial
paper (ABCP) conduits. A conduit is an 5E that issues
commercial paper and uses the procesds to purchase or fund a
pool of assets. The commercial paper is secured on the assets
and is redeemed by further commercial paper issuance,
repayment of assets or funding from liquidity facilities.
Commercial paper is typically shori-dated, usually up to three
mondhs. At 31 Decermber 2016, assets held by the conduits
fotalled £0.1 billion {2015 - £0.8 biion). At 31 December 2016
and 31 December 2015 the conduits were funded entirely by the

Group.

RBS ple Annual Report and Accounts 2016

Certain loans and advances fo customers have been assigned to
bankrupécy remote Emited liability partnership to provide security
for issues. of debt securites by the Group. The Group retains all
of the risks and rewards of these loans. The parinerships are
consolidated, the loans retained on the Group's balance sheet
and the related covered bonds incuded within debt securities in
issue_ At 31 December 20116, £8,621 million of mortgages
provided security fior debt securities in isswe of £3,835 million
(2015: mortgages - £11,207 million, bonds - £5,535 milon).
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27 Structured entities continued
Unconsalidated structured entities
The Group's interests in unconsobdated structured entifies are analysed below.

Azet backed
wehicdes  funds and other Total

2018 £m £m £m
Hedd for trading
Leans and advances to customers 578 40 g18
Diebt securities. 818 b2 B46
Equity shares — a3 a3
Diervatives assets N7 T 384
Dierivatives liabilties (i) {101} (607}
Taotal 1,008 137 1,145
Odher than held-for-trading
Loans and advances to customers 1,338 EmM 2,210
Diebt securities 4,702 148 4,848
Taotal 6,041 1017 T.058
Liquidity facitiesioan commitments 1,387 TS 2154
Guarantees 558 1] g1
Masimum exposure 8,501 1817 10,418
01 Em £m Em
Held for trading
Leans and advances to customers 131 — 13
Diebt securities. 455 73 H28
Equity shares - 11 11
Dierivatives assets 548 13 5E1
Dierivatives liabilties (150 (23) (173}
Taotal 284 174 1,158
Oher than held-for-trading
Loans and advances to customers 2,863 2 2,685
Diebt securities. 3,153 123 3,27
Taotal 5,818 125 5,041
Liquidity facditiesloan commitmends 1,362 — 1,362
Guarantees — — —
Maximum exposure 8,162 200 B461
Pagtas

(1) Netincome arsing from Interesis n unconsolksaled siruclursd snities inciudes inberest pecatvable, imding INcome s & result of changes In tair valus, forsgn =xchanpe
gainsiosses and other Inoome less impalments.

) Asponsored entfy 15 a struciuned endity, ssiasbiished by the Geoup whers the Group prosides BouidEy andior credit enhancements. of pronides onpoing sendcoes o fhe entite. The
Group can act as sponsor for s own o for cusinmer s ransaciions.

3 InZE, no assets were imnsfemed info sponsoned snuchured endfes (2085 - nil} wiich ane ot consolidaled by The Group and bowhich e Group heid no: irenest ot 31
December 211E. lncome: afsing from sponsoned enfilies whene no: inlerest was held af year end was gains of £21 millon (245 - losses £258 millor).
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28 Asset transfers Generally, the agreements require addiional collateral to be
Under |1AS 38 a financial asset is transferred if the Group esther provided if the value of the securities falls below a predetermined
{a) fransfers the contractual rights fo receive the asset's cash level. Under standard terms for repurchase fransactions in the
flows: or (b) retains the right to the asset's cash flows but UK and WS markets, the recipient of collateral has an unresiricted
assumes a confractual ebligation to pay those cash fiows to a right fo sall or repledge it, subject o retuming equivalent

fhird party. Following a transfer the financial asset will be securites on setlement of the ransaction.

derecognised; not derecognised and retained in full on the

Group's balance sheet; or continue to be recognised on the Securities sold under repurchase transactions are not

balance sheet o the extent of the Group's confinuing derecognised if the Group retains substantially all the: risks and
inwolvement. rewards of ownership. The fair value (and carmying value) of
Transfers that do not qualify for derecognition included on the balance sheet, are set out below_ All of these
Securifies repurchase agreements and lending fransaciions securites could be sold or repledged by the holder.

The Group enters into securibies repurchase agreements and
securities lending fransactions under which it fransfers securities
in accordance with normal market praciice.

Grp Bank

Assets subject to secuniies repurchase agreements e 5 ME AHS
or security lending transactions Em Em £ Em
Diebt securities 18,107 20,224 15,206 16,484
Equity shares — ] — 2

The following table provides analyses of assets that have been transfizmed but have failed the derecognition rules under 145 38 and
fherefore continue o be recognised on the Bank's balance sheet.

Bank
2ME] A5
Asset type £m Em
UK mortgages - secunsation (2) s | o2
UK mortgages - covered bond programme bar 2,020
1.218 2,722
Mactes
(1) The assoclabed Iabiftes ane £1,.217 millon
(Z) Crexiors have necourse is o these assets oy, e tair aiue of tanstemed assets and fair vale of associated InbiHes was nof materialy dffenent.
Asseits pledged as collateral
The Group pledges collateral with its counterparties in respect of derivative liabdiSes and bank and other bomowings.
Grup Bank
I F ME A5
Assets pledged against liabilities E£m Em £m Em
Loans and advances to banks T.352 11,477 6,685 10,843
Loans and advances fo customers 28,857 17,585 28118 17.170
Secarifies 20,152 14,414 19037 14,414
57,161 43,486 5040 42 427
Liabilities secured by asseis
Deposits by banks 5,514 283 5.001 -
Customer accounts — — — —
Derivatives 26,437 31,083 26,402 30,885
31.851 31,386 31,403 30,885
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29 Capital resources

Under Capital Requirements Regulation (CRR), regulators within the European Union monitor capital on a legal entity basis, with local
fransitional amangemnents on the phasing in of endpoint CRR. The capital resources. based on the relevant transitional basis for the
significant legal entities within the Group are set out below.

s s
FESpL  Maftest  LUBIDAC RESpic  MaWesl  UBIDAC
£m £m £m Em Em Em
Sharehoiders” equity (excluding non-controding interesis)
Shareholders” equity 45,878 15297 5,556 5,177 11,282 5753
Preference shares - equity — — — {1.421) — —
45,878 15297 5,556 48,756 11,282 5753
Regulatory adjustments and deductions
Oraan credit {152) — {3 17 - —
Diefined benefit pension fund adjustment (198) 145) 1 (138) — 142
Cach flow hedging resene (261) —_ — (288) 1 —
Dieferred tax assets 47) (508) (250) (252) (822) (210}
Prudential valuation adjustments. (524) (k)] — (349) Al —
Cualifying deductions exceeding AT1 Capital — (188) — - - —
Goodwil and other intangible assets (521) (47T} — (544) (424) —
Expected losses less impairments (B42) (53 [ 165) (385) (F03) {22}
Instruments of financial sector entities where the — — —
institution has a significant imvesiment (20433 (2018) — 2.413) —
Significant mvestments in excess of secondary capital — (Bm — — (424) —
(Cther reguiatory adjusiments 25 mn 25 287 f32 i
(22,543)  (4,904) (332} (173400 4.1239) {83)
CET1 capits 23333 10,393 5224 32416 7154 5,680

Additional Teer 1 (AT1) capits ) ) i . . :

Cualifying instruments and related share premium |
subject to phase out 2883 175 — 3403 204 —

Tier 2 deductions

Instruments of financial sector entifies where the |

institution has a significant imvesiment (1.034) (3AT4) — 1.175 (187) —
Cusalifying deductions exceeding AT1 capital — 188 — — — —
(1.034) (178) — 1.175) (187
Tier 1 capits 25282 10,383 5,224 MM 7,171 5,680
Qualifying Tier 2 capstal
Cualifying instruments and related share premium 12,181 4,735 555 18,038 5,058 432 |
Tier 2 deductions
Instruments of financial sector entifies where the [
institution has a significant imesiment [3,302) {112) — (2.432) (82 —
Cher regulatory adjustments — — [33) — — (T}
(3,302} (112} (33} (2.432) (2] {7
Tier 2 capits 8859 4823 522 16,607 4068 485
Taotal regulatory capital 34,151 15018 5,748 51,31 12137 8,175

In the management of capital resources, the Group is govemned by the RBS Group's policy fo maintan a sirong capital base, to expand
it as appropriate and to utiise it efficiently throughout its activities to optimise the retum o shareholders while maintaning a prudent
relationship between the capital base and the underlying risks of the business. In carrying out this policy, the RES Group has regard to
fhe supervisory requirements of the PRA. The PRA wses capital ratios as a measure of capital adequacy in the UK banking sector,
comparing a bank's capital resources with its risk-weighted assets (the assets and off-balance sheet exposures are ‘weighted” to reflect
fhe inherent credit and other risks); by infernational agreement, fhe Fillar 1 capital ratios, excluding capital buffers, should be not less
fhan B% with a Commaon Equity Tier 1 component of not bess than 4.5%. The Group has comphed with the PRA's capital requirements
fhroughout the year.

A mumber of subsidianes and sub-groups within the Group, principally banking entities, are subject to vanious indvidual regulatory
capital requrements in the UK and overseas. Furthermore, the payment of dividends by subsidiaries and the ability of members of the
RES Group o lend money to other members of the RBS Group may be subject fo restrictions such as local regulatory or legal
requiremenis, the availability of reserves and financial and operating performance.
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30 Memorandum items
Contingent habilities. and commitments

The amounis shown in the table below are intended only to provide an indication of the volume of business outstanding at 31 December
201 8. Alihough the Growp is exposed to credit risk in the event of non-performiance of the obligations underiaken by customers, the
amiounts shown do not, and are not intended to, provide any indication of the Group's expectation of future losses.

Confingent liabilfies and commitments

Guarantees and assets pledped as collateral security
Other contingent Kabilites

Standby facities, credit fnes and other commitments.

Group Bank
2ME ams . S
£m £m Em_ Em
3,208 5804 2,570 4,534
414 8,78 2,904 5,363
138579 137384 B4 60E BE.640

148,523 150,047 0p,082 OB, 537

ites
1) Infhe nomal course of business, e Sank guasranies:s specfiad hisd party llsbiies of certsin subsidisnes; | aiso gives underskings hat indhidusl subsiciaries wil full their

obilgations fo i paries under coniraciusl or oher STanpemenis.

Banking commitments and contingent cbligations, which have
been entered into on behalf of customers. and for which there are
comesponding obligations from customers, are net included in
assets and liabfities. The Group's maximum exposure bo credit
loss, in the event of its chligation crystallising and ai
counterclaims, collaberal or security proving valueless, is
represented by the contractual nominal amount of these
instruments included in the table above. These commitments
and contingent obligations are subject io the Group's nomal
credit approval processes.

Guaraniees - the Group gives guarantees on behalf of
customers. A financial guaraniee represents an imevocable
undertaking that fhe Group will meet a custormer's specified
chbligations fo a third party if the customer fails to do so. The
maximum amount that the Group could be required to pay under
a guarantee is its principal amount as in the table above. The
Group expects most guarantess it provides to expire unused.
Other contingent liabilities - these include standby |etiers of
credit, supporiing customer debt issues and contingent Eabilities
relating to customer trading activifies such as those arising from
performance and cusioms bonds, warranties and indemnities.

RBS ple Annual Report and Accounts 2016

Standby facilities and credit ines - under a loan commitment the
Group agrees to make funds available to a customer in the
future. Loan commitrments, which are usually for a specified term
may be uncanditionally canceliable or may persist, provided all
conditions in the loan facility are satisfied or waived.
Commitments fo lend indude commercial standby facilities and
credit lines, liquidity facilities to commercial paper conduits and
umutilised owerdraft facilities.

Cither commitments - these include documentany credits, which
are commercial letters of credit providing for payment by the
Group to a named beneficiary against presentation of specified
documents, forward asset purchases, forward deposits placed
and undrawn note issuance and revolving undenariting facilities,
and other shaort-term trade related transactions.

Capital Support Deed

The Bank, together with other members of the RBS Group, is
party to a Capital Support Deed (CS0Y). Under the terms of the
CED, the Bank may be required, if compatible with its legal
ohbligations, to make distributions on, or repurchase or redeem,
its ordinary shares. The amount of this obligation is Emited to the
Bank's capital resources in excess of the capital and financial
resources needed fo meet its regulatory requirements. The Bank
may also be cbliged to make omward distribution to its ordinary
shareholders of dividends or other capital distribufions received
from subsidiaries fhat are party to the CS0. The GSD also
provides that, in certam circumstances, funding received by the
Bank from other parties to the 050D becomes immediately
repayable, such repayment being mited to the Bank's available

resources.

198

4271487

oOoOooodn



Notes on the accounts

EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

30 Memorandum items continued

Contractual obligations for future expenditure not provided for in the accounts
The following table shows contractual obligations fior future expenditure not provided for in the accounts at the year end.

Operating leases

Minimum rentals payable under non-cancellable leases (1)
- wiithin 1 year
- after 1 year but within 5 years
- after § years

Capital expendiure on property. plant and equipment
Confracts to purchase goods or sendces @

gtes
1) Predominanty poopery eases.

Groun Bank
M6 a0E e s
£m £m £m £m
248 232 128 141
786 TSR 454 501
1,775 2 0D 1,205 1407
2.807 2,097 1.785 2,040
M ) 19 28
598 1,442 467 1414
3.426 4,483 22N 3482

) Of which due within 1 year Group - 231 milllon { 2045 - E302 mi lon) and Bank - £201 milllon (2015 - £222 millon).

Trustee and other fiduciary activities

In its capacity as trustee or other fiduciary role, the Group may
hold or place assets on behalf of ndividuals, trusts, companies,
pension schemes and others. The assets and their ncome are
niot included in the Group's financial statements. The Group
eamed fee income of £188 million (2015 - £272 million; 2014 -
£373 miflicn) from these aciivibies.

The Financial Services Compensation $cheme

The Financial Services Compensation Scheme (FSCS), the UK's
statubory fund of last resort for customers of authorised financial
services firms, pays compensation if a firm s unable to mest its
obligations. The FSCS funds compensation for customers by
raising management expenses levies and compensation lewies
on the indusiry. In relation to protected deposits, each deposit-
taking institution contributes fowards these lewses in proportion to
fhesr share of total protected deposits on 31 December of the
year preceding the scheme year (which runs from 1 April to 31
March), subject fo annual maxima set by the Prudential
Regulation Authority. In addition, the FSCS has the power fo
raise levies on a firm that has ceased to participate in the scheme
and is in the process of ceasing o be authorised for the costs
fhat it would have been kable to pay had the FSCS made a levy
in the financial year it ceased fo be a participant in the scheme.

RBS ple Annual Repaort and Accounts 2018

The FSCS has bormowed from HM Treasury o fund
compensation costs associated with the failure of Bradford &
Bingley, Heritable Bank, Kaupthing Singer & Friedlandear,
Landsbanki ‘lcesave’ and London Scottish Bank pic. The interest
rate an these bormowings is subject to a floor being the higher of
12 manth LIBOR plus 100 basis points or fhe relevant git rate for
the equivalent cost of bomowing from HMT. The FSCS and HM
Treasury have agreed that the period of these loans will reflect
the expected timetable for recoveries from the estates of
Bradford & Bingley and the other failed banks. The FSCS wil
levy the deposit taking sector for its share of the balance of the
principal cutstanding for the non-Bradford & Bingley loan prior to
the FSCS |loan facilty with HMT expiring in March 2018. In
addition, the FSCE lewied an interim payment relating o
resolution costs for Dunfermline Building Society of £325 million
im 2015, no further levy is expected in relation ta this matter. The
interest element levied on the indusiry in 2018/ 7 scheme year
was £337 million (E353 milicn in the 2015/16 scheme year).

The Group has accrued £38 million for its share of estmated
F5CS levies.
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Litigation, investigations and reviews

RES plz and certain members of the RBS Group are party o
legal proceedings and the subject of investigafion and other
regulatory and govemmental action (Matters”) in the United
Kingdom (L), the United States (LS, the Eurcpean Union (EL)

The RBS Group recognises a provision for a liability in relation to
fhese Matters when it is probable that an outflow of economic
benefits will be required fo settle an obligation resulting from past
events, and a reliable estimate can be made of the amount of the
chligation. While the cutcome of these Matiers is inherently
uncertamn, the directors believe that, based on the information
awalable fo them, appropriate provisions have been made in
respect of the Matiers as at 31 Decemiber 2016 (see Note 21).

In many proceedings and imestigations, it is not possible to
deterrnime whether any loss is probable or to estimate reliably the
armount of any loss, esther as a direct consequence of the
relevant proceedings and investigafions or as a result of adverse
impacts or restictions on the RES Group's reputation,
businesses and cperations. Mumerous legal and factual issues
may need o be resolved, including through potentially kengthy
discovery and document producfion exercises and determination
of important factual matters. and by addressing novel or unsettied
legal questions relevant to the proceedings in question, before a
liahility can reasonably be estimated for any claim. The RBS
Group cannot predict if, how, or when such daims will be
resoived or what the eventual settlement. damages, fine, penalty
or other relief, if any, may be, particularly for claims that are at an
early stage in their development or where claimants seek
substantial or indeterminate damages.

In respect of certain matters described below, we have
established a provision and in certain of those matters, we have
indicated that we have established a provision. The RBS Group
generally does not disclose information about the establishment
or existence of a provision for a particular matter where
disclosure of the information can be expected to prejudice
senously the RBS Group's posiion in the matter.

There are situations where the RBS Group may pursue an
approach that in some instances leads to a setilement
agreement. This may occur in onder to awoid the expense,
management distraction or reputational impications of confinuing
fo contest liability, or in order to take account of the risks inherent
in defending claims or investigations even for those matiers. for
wihich the RBS Group beleves it has credible defences and
should prevai on the merits.
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The uncertainfies inherent in all such matters affect the amount

and timing of any potential cutflows for both matiers with respect
to which provisions have been established and other contingent
liabdities.

The future outfiow of resources in respect of any matter may
ultimately prove to be substantially greater than or less than the
apgregate prowssion that the RES Group has recognised. Where
(and as far as) Eability cannot be reasonably estimated, no
provision has been recognised.

Crther than those discussed below, no memiber of the Group is or
has been involved n governmental, legal or regulatory
proceedings (including those which are pending or threatened)
that are expected to be material, ndividually or in aggregate. The
RBS Group expects that in future periods additional provisions,
setilement amounts, and customer redress payments will be
necessary, in amounts that are expected fo be substantial in
some nstances.

For a discussion of certain risks associated with the Group's
litigation, invesSigations and reviews, see "Risk Factors™ on pages
23010 2748,

Litigation

UK. 2008 rights issue shareholder litigation

Between March and July 2013, claims were issued in the High
Court of Justice of England and Wales by sets of cument and
former shareholders, against RES Group (and in one of those
claims, alse against certain former individual officers and
directors) alleging that untrue and misleading statements andior
improger omissions, in breach of the Financial Senices and
Markets Act 2000, were made in connection with the rights issue
announced by the RBS Group on 22 April 2008. In July 2013
these and other similar threatened claims were consolidated by
the Court via a Group Litigation Crder. The RBS Group's defence
to the caimes was fled on 13 Decamber 2013. Since then, further
High Court claims hawe been issued aganst the RBS Group
under the Group Litigation Cirder which is now closad to further
claimants. Prior to the partial settliement described below, the
apgregate value of the shares subsaribed for at 200 pence per
share by all of the then claimant shareholders was approximately
£4 billion.
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In December 2016 the RES Group concluded full and final
settlernents with four of the five shareholder groups representing
T8% of the claims by value. The maximum settlement figure of
£800 millicn is covered by existing RES Group provisions and
fhat fotal figure assurmes that agreement is reached with all
groups, is split proportionally between each, and is subject to
vabdation of claims.

Should the rermaining group’s claim not be seftled, the RBS
Group will continue to defend it Diamages hawve not yet been
gquantiied. The court timetable provides that a trial of the
preliminary issue of whether the rights issue prospectus
contained unirue and miskeading staterments andfor improper
omessions will commence in May 2017 In the event that the court
makes such a finding, furiher frial(s) will be required to consider
wihefher any such statements andior omissions caused loss and,
i so, the guantum of that loss.

ached securities

RMBS) litigation in the

RES Group companies have been named as defendants in their
varnous roles as issuwer, depositor andior undenariter in a number
of claims in the US that refate to the securifisafion and securities
underwriting businesses. These cases include actions by
individual purchasers of securites and a purported class action
suit. Together, the pending individual and class acfion cases
{inchuding those claims specifically described in this nobe) imvohe
fhe issuance of approsdrmately L5$38.5 bilon of RMBS issued
primarily from 2005 fo 2007.

In general, plaintiffs i these actions claim that cerain disclosures
made in connection with the relevant offerings contained
materially false or misleading statements andior omissions
regarding the undenwriting standards pursuant fo which the
marigage loans undedying the securities were issued.

RES Group companies remain as defendants in more than 10

lawsuits brought by or on behalf of purchasers of RMBS,
including the purported class action identified below.
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In the: event of an adverse judgment n any of these cases, the
amount of the RBS Group's liabilty will depend on numerouws
factors that are relevant to the caleulation of damages, which
may include the recognised loss of principal value in the
securites at the fime of judgment (weite-downs); the value of the
remaining unpaid principal balance of the secunties at the time
the case began, aft the time of judgment (f the plaintiff still owns
the securities at the time of pudgment). or at the time when the
plantiff disposed of the securities (if plaintiff sold the securities);
and a calculation of pre and post judgment interest that the
plamntiff could be awarded, which could be a material amount.

In Septernber 2011, the US Federal Housing Finance Agency
(FHFA) as conservator for the Federal National Morigage:
Association (Fannie Mae) and the Federal Home Loan Morigage
Corporation (Fredde Mac) filed RMBS-related lawsuits against
the RBS Group and a number of ciher financial institufions, all of
which, except for the two cases described below, have since
settied for amounts that were publicly disclosed.

The primary FHFA lawsuit against the RBS Group remains
pending in the United States District Court for the District of
Connecticut, and it relates to approwimately US$32 bilion of
RMBS for which RBS Group entites acied as sponsor/depositor
andior lead undenariter or codead undenariter. Of the LIS$32
bilon, approamately USET.6 billion was outstanding at 31
Decarmber 2016 with cumulative write downs to date on the
securites of approamately US$1.1 billion (being the recognised
loss of principal value suffered by security holders). In September
2013, the Court denied the defendants’ modion to dismiss FHFA's
amended complaint i this case. The matter continues in the
discovery phase.

The ather remaming FHFA lawsuit that invohes the RBS Group
relates fo RMBS issued by Momura Holding America Inc.
(Momura) and subsidiaries, and is the subject of an appeal. On
11 May 2015, following a trial, the Uniled States District Court for
the Southern District of Mew York issued a written decision in
fawour of FHFA on its claims aganst Nomura and RBS Securifies
Inc., finding, as relevant to the RBS Group, that the offering
documents for four Nomura-issued RMBS for which RBS
Securities Inc. served as an underwriter, relating to US51.4 billion
in ongnal principal balance, contained miatenaly misleading
statements about the mortgage loans that backed the
securitisations. in viclation of the Securties Act and Vinginia
securites [aw.
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RES Securities Inc. estimates that its net exposure under the
Court's judgment is approdmately US$233 milion, which
consists of the difference bebween the amount of the udgment
against RBS Securifies Inc. {US5828 million) and the estimated
market value of the four RMBS that FHFEA would return to RBS
Securites Inc. pursuant to the judgment. plus the costs and
aktorney's. fees that will be due to FHFA f the judgment is upheld.

The Court has stayed the judgment pending the result of the
appeal that the defendants are taking to the United States Court
of Appeals for the Second Circuit, though postjudgment interest
on the judgment amount will accrue while the appeal is pending.
RES Securities Inc. intends o pursue a contractual daim for
indemnification against Nomura with respect to any losses it
suffers as a result of this matter.

Other remaming RMBS lawsuits against RBS Group companies
inchude cases filed by the Federal Home Loan Banks of Boston
and Seattle and the Federal Deposit Insurance Corporation.

RES Group companies are also defendants in a purported RMBS
class action entitled Mew Jersey Carpenters Health Fund v.
Mowastar Mortgage Inc. et al, which remains pending in the
United States District Court for the Southem District of New York.
The RBS Group has reached an agreement in principle to seftle
fhis matter, subject fo documentation and court approval. The
amount of the settlernent is covered by an existing provision.

As at 31 December 2018, the iotal aggregate of provisions in
relation to certain of the RMBS Iitigation matters (described
immediaiely above) and RMBS and other securitised products
investigations (set out under “Investigations and reviews" on
page 207), including an additional provision of £3.4 billion ($4.2
Billion) in 2016, s £8.8 bilicn ($3.3 bilion). The duration and
outcome of these imvestigations and litigation matters remain
uncertam, including in respect of whether settlements for all or
any of such matters may be reached.

Further substantial provisions and costs may be recognised and,
depending on the final outcome, other adverse consequences
May eCur.

In many of the securitisation and securiies related cases in the
U5, the RBS Group has or will have contraciual claims to
indemnification from the ssuers of the securities (where an RES
Group company is undenwriter) andior the underlying morigage
originator (where an RES Group company s issuer). The amount
and extent of any recovery on an indemnification claim, however,
5 uncertain and subject to a number of factors, including the
ongoing creditworthiness, of the indermnifying party, a numiber of
wihom are or may be insolvent.
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London Inferbank Offiered Rate (LIBOR)

Certain members of the Group hawe been named as defendants
in @ number of class actions and individual claims filed in the US
with respect to the setting of LIBOR. and certain other benchmark
interest rates. The complaints are substantialy similar and allege
that certain members of the Group and other panel banks
individually and collectively violated various federal laws,
including the US commeodities and antitrust laws, and state
statutory and commeon law, a5 well as confracts, by manipulating
LIBCOR and prices of LIBOR-based derivatives in various markets
through various means.

Muost of the USD LIBOR-related actions in which RES Group
companies are defendants, including all purported class acfions
redating to USD LIBOR, were fransfermed io a coordinated
procesding in the United States Disirict Court for the Southem
Disrict of Mew York.

In the coordinated proceeding. consobdated class action
complaints were filed on behalf of (1) exchange-based purchaser
plaintiffs, {2) ower-the-counter purchaser plaintifs, and (3)
corporate debt purchaser plaintiffs. Cwer 35 other USD LIBOR-
related acfions naming the RBS Group as a defendant, including
puparted class actions on behalf of lenders and morigage
bormowers, were also made part of the coordinated proceeding.

In a series of orders issued in 2043 and 2014, the district court
overseeing the coordinated USD proceeding dismissed class
plamntiffs’ antitrust claims and claims under RICO (Racketesr
Inflvenced and Cormupt Crganizations Act), but declined fo
dismiss (@] cerain Commodity Exchange Act cfaims on behalf of
persons who transacied in Eurododlar futures contracts and
options on futures confracts on the Chicago Mercantile Exchange
(on the theory that defendants’ alleged persistent suppression of
USD LIBOR caused loss to plaintiffs), and (b) cerain contract
and unjpust enrichrment claims on behalf of over-the-counter
purchaser plaintiffs who transacted directly with a defendant. On
23 May 2018, the district court’s dismissal of plaintiffs’ antibrust
claims was vacated by the United States Court of Appeals for the
Second Circuit, which held that plaintiffs have adequately pled
antitnust injury and an anfitrust conspiracy, but remanded fo the
lower court for further consideration on the question of wheiher
plaintiffs possess the requisite anfitrust standing o proceed with
antitrust claims.

In a decision issued on 20 December 2018, the district couwrt held
that it lacks personal jurisdiction ower the RES Group with respect
to certain claims asserted in the coordinated proceeding
Following that decision, the RBS Group is dismissed from each of
the USD LIBOR-related class actions in the coordinated
procesding, subject to appeal, although certain non-class cases
on behalf of particular plaintiffs remain pending.
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Certain members of the Group have also been named as
defendants in class actions relating to {i) JPY LIBOR and
Euroyen TIBOR (one case relating to Euroyen TIBOR futures
confracts and cne relating to other derivatives allegedly inked to
JPY LIBOR and Euroyen TIBOR), (i) Burlbor, (i) Swiss Franc
LIBOR (iw) Pound sterding LIBOR, and (v} the Singapore
Interbank Offered Rate and Singapore Swap COffer Rate, and (vi)
fhe Australian Bank Bil Swap Referance Rate, all of which are
pending before other judges in the Uinited States District Court for
fve Southem Disirict of Mew York. Each of these matters is
subject to motions to dismiss that will be made or are currendly
pending, with the exceptions that on 28 March 2014, the Courtin
fhe acion relating to Euroyen TIBOR! futures contracts dismissed
fhe plaintifis’ anfirust claims, but declined to dismiss their claims
under the Commeodity Exchange Act for price manipulation and
on 21 February 2017, the court in the action relating to Euwribar
dismiszed all claims alleged against the RBS Group for lack of
personal jurisdiction.

Dietails of LIBOR imvestigations involving the RBS Group are set
out under “Investigations and rewews” on page 208.

ISDAFEE antitrust lifigation

Beginning in September 2014, The Royal Bank of Scotland ple
(RBS pic) and a nurmiber of other financial institutions were
named as defendants in several purported class achon
complaints {subseguently consobdated into one complaint) in the
Unnited States District Court for the Southem Déstrict of Mew York
alleging manipulation of USD ISDAFLY rates In 2015, RBS plc
reached an agreement to settle this matter for USE50 million, and
fhat settlement received preliminary approval from the Court on
11 May 2016. The setfernent amount has been paid into escrow
pending the final court approval of the seiflement.

FX antibrust Bigation

Im 2015, Group companies seftled a consoldated antitnust class
action {the “consclidated action”), pending in the United States
Diistrict Cowrt for the Scuthemn District of Mew York, asserfing
claims on behalf of persons who entered info (a) over-the-counter
foreign exchange (FX) spot transactions. forwards, swaps.
futures, options or other FX fransactions the trading or setiement
of which is related in any way to FX raies, or (b) exchange-traded
FX instrurnents. Following the Court's prelminary approval of the
settlernent on 15 December 2015, the RBS Group paid the fotal
settlernent amount (US5255 million) into escrow pending final
court approval of the settierment.
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On B June 2016, the Court denied a mofion by the seffling
defendants fo enjoin a second FX-related antitrust class action
pending in the same court from procesding, holding that the
aleged class of “consumers and end-user businesses” in that
action is not included within the classes at issue in the
consolidated acfion. The RBS Group has made a mofion to
dismiss the daims in this “consumer” action. and that motion
remains pending.

A third FX-related class action, asserting Employee Refirement
Income Security Act daims on behalf of employes benefit plans
that engaged in FX transactions, including claims based on
alleged non-collusive FX¥-related conduct, was dismissed on 20
September 2016 on the ground that the plaintiffs faded fo plead
that the defendants had ERISA-basad fiduciary duties to the
plantiffs. Plaintffs hawe commenced an appeal of this dismissal.

On 26 September 2016, a class action complaint was filed in the
United States District Court for the Southern District of Mew York
assering claims on behalf of “indirect purchasers™ of FX
instrurnents. The complaint defines “indirect purchasers™ as
persons who were indirectly affected by FX instruments that
others entered info directly with defendant banks or on
exchanges. It is alleged that certain RBS Group companies and
other defendant banks caused damages to the “indirect
purchasers” by conspinng to restrain trade in the FX spot market.
The complaint seeks damages and other relief under federal,
Califernia, and Mew Yiork antitrust laws. The RBS Group and the
other defendants have made a motien to dismiss this matier.

In Septernber 2015, cartain members of the Group, as well as a
mumber of ofher financial mstitufions, were named as defendants
i two purporied class acfions filed in Ontario and Guebec on
behalf of persons in Canada who entered into foreign exchange
transactions or who imested in funds that entered into foreign
exchange transactions. The plaintiffs allege that the defendants
violated the Canadian Competition Act by conspiring to
manipulate the prices of curmency trades. In January 2017, the
RBS Group reached an agreement in principle fo settle these
matiers. for approximately CAD 13 million, subject to settlement
documentation and court approval.

Certain other foreign exchange transaction related claims hawve
been or may be threatened against the RBS Group in other
jursdictions. The RBS Group cannot predict whether any of these
claims will be pursued. but expects that several may.
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US Treasury securifies antitrust litigation

Beginning in July 2015, numerous class action anitrust
complaints were filed in IUS federal courts against a number of
primary dealers of US Treasury securities, including RBS
Securies nc. The complaints allege that the defendants rigged
fhe US Treasury securities auction bidding process to deflate
prices at which they bought such securities and colluded to
increase the prices at which they sold such securities to plandifis.
The complaints assert claims under the LS antitrust laws and the
Commodity Exchange Act on behalf of persons who transacted in
US Treasury securifies or derivaives based on such instrurnents,
inchuding futures and opfions.

On 8 December 2015, all pending matters were transferred to the
United States District Court for the Southem Déstrict of Mew Yiork
for coordinated or consobdated pre-irial proceedings. The RBS
Group anticipates miaking a mofion to dsmiss these daims.

Interest rate swaps anditrust litigation
Beginning in Movernber 2015, RBS plc and other members of the
Group, as well as a numiber of other interest rate swap dealers,
were named as defendants in @ number of class achion anfitrust
complaints filed in the United States District Court for the
Southern District of Mew York and the United States District
Coourt for the Morthem District of lllinois. The complaints, filed on
behalf of persons who entered into interest rate swaps with the
defendants, allege that the defendants violated the US antitnuest
laws by restraining competition in the market for interest rate
swaps through vanious means and thereby caused inflated bid-
ask spreads for inferest rate swaps, to the alleged detriment of
fhe plaintiff class. In addition, two complaints contaming similar
allegations of collusion were filed in United States District Court
for the Scuthemn District of Mew York on behalf of TeraExchange
and Javelin, who allege that they would have successfully
established exchange-like trading of interest rate swaps if the
defendant dealers had not unlawiully conspired to prevent that
from happening through boycotis and other means., in violation of
fhe LS. anbirust laws. On 2 June 2018, all of these matiers were
fransferred to the United States District Court for the Southern
Diistrict of Mew York for coordinated or consolidated predrial
proceedings.

The RBS Group has made a mofion to dismiss the operative
complaints in these matbers.
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Thornburg adwersary proceeding

RBS Securities Inc. and certain other RES Group companies, as
well as several other financial insfitubions, are defendants in an
adversary proceeding fled in the US bankruptcy court in
Maryland by the trustee for TMST, Inc. (formesly known as
Thornburg Maortgage, Inc.). The trustes seeks recovery of
transfiers made under cerian restructuring agreements as,
among other things, avoidable fraudulent and preferential
comieyances and ransfers. On 25 September 2014, the Court
largely denied the defendants’ motion fo dismiss fhis matber and,
as a result, discovery is omgoing.

Interest rate hedging products litigation

The RBS Group is dealing with a lange number of active litigation
claims in relation fo the sale of inferest rate hedging products
(IRHPs). In general claimants allege that the relevant interest ate:
hedging products were mis-sold to them, with some also alleging
the RES Group made misrepresentations in relation to LIBORL
Claims hawve been brought by customers who were considered
under the UK Financial Conduct Authority (FCA) redress
programme, as well as customers who were cutside of the scope
of that programme, which was closed o new entrants on 31
March 2015. The RBS Group encouraged those customers fhat
were eligible to seek redress under the FCA redress programme
to participate in fhat programme. The RES Group remains
exposed fo potential claims from custormers who were either
imefigible fo be considered fior redress or who are dissatisfied with
their redress offers.

Property Alliance Group (PAG) v The Royal Bank of Scotland ple
was the leading case before the English High Court imvohing
both IRHP mis-celling and LIBOR misconduct allegations. The
amount claimed was approximately £33 million and the trial
ended in October 2016. On 21 December 20116 the Court
dismissed all of PAG's claims. The decision {subject to any
appeal by PAG) may have signiicance to other similar LIBOR-
refated cases currently pending in the English cowrts, some of
which inwolve substantial ameounts. The case of Wall w RBS ple,
which comcerns similar allegafions to those in PAG, is currently
scheduled to go to frial October 2017 The sum claimed is
between £400 millicn and £700 milicn.
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In addition to claims alleging that IRHP's were mis-soid, the RBS
Group has recesved a number of claims invobwng allegations that
it breached a legal duty of care in s conduct of the FCA redress
programme. These claims have been brought by customers who
are dissatisfied with redress offers made to them through the
FCA redress programme. The daims followed a prefimmary
decision against another UK bank. The RBS Group has since
been successful in oppoesing an application by a customer to
amend its pleadings o include similar claims against the RBS
Group, on the basis that the bank does not owe a legal duty of
care to cusbomers in camying out the FCA review. The customer
has been granted leave to appeal by the Court of Appeal, and the
appeal is scheduled for May 2017

ax disputs
HMRLC issued a tax assessment in 2012 against the RBS Group
for appreximately £88 million regarding a value-added-iax
{"WAT") matter in relation to the trading of Eurcpean Union
Allowances ("EUAs") by an RBS Group joint venture subsidiary in
2008. The RBS Group has commenced legal procesdings before
fhe First-tier Tribunal (Tax), a specdalist tax tribunal, challenging
fthe assessment (the “Tax Dispute”). Separately, the RBS Group
5 a named defendant in proceedings before the High Court
brought in 2015 by ten companies (all in liquidation) (the
“Liguidated Companies”) and ther respectve liquidators
{together. “the Claimants"). The Liquidated Companies previously
fraded in EUAs in 2009 and are alleged to be defaulting fraders
within (or othensise connecied to) the EUA supply chains forming
fhe subject of the Tax Dispute. The Claimanis are claiming
approximately £72.5 million by alleging that the RBS Group
dishonestly assisted the directors of the Liguidated Companies in
fhe breach of their statutory duties andfor knowingly participated
in the camying on of the business of the Liquidated Companies
with intent to defraud creditors. The RBS Group strongly denies
these allegations.

Vieiss v. Mabional Westminster Bank Plc (MafWest)

NatWest is defending a lawsuit filed by a number of US nationals
{or ther estates, survivors, or heirs) who were victims of terrorist
aktacks in |srael. The plaintiffs allege that MatWest is liable for
damages arising from those attacks pursuant o the US Anti-
femonism Act because NatWest previously mantained bank
accounts and transfemed fumds for the Palesfine Relief &
Development Fund, an organisation which planiiffs allege
sobcited funds for Hamas. the alleged perpetrator of fhe attacks.
On 23 March 2013, the trial court {the United Siates District Court
for the Eastern District of Mew York) granted summary judgment
in favour of MafWest on the issue of scienter, but on 22
Septernber 2014, that surmmary judgment ruling was vacated by
fhe United Siates Court of Appeals for the Second Circuit.
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The appeals court retumed the case o the trial court for
consideration of MatWest's other asserted grounds for summary
judgment and, if necessary, for trial. On 31 March 2016, the trial
court denied a motion by MatWest to dismiss the case in which
MatWWest had argued that the court lacked persenal jurisdiction
over MafWest. Nat\West has since asserted other grounds for
surmmary judgment that the tral court has not previcusly ruled
upon.

Investigations and reviews

The RBS Group's businesses and financial condifion can be
affected by the actions of warious governmental and reguiatory
authorities in the UK, the US, the EU and elsewhere. The RBS
Group has engaged, and will continue to engage, in discussions
with relewant governmental and regulatory authonities, including
in the UK, the U5, the EU and elsewhers, on an cngoing and
reguiar basis, and in response fo informal and formal inguines or
invesfigations, regarding operational, systerms and control
evaluations and issues including those related fo compliance with
applicable laws and regulations, including consurmer protection,
laundering and sanctions regimes. The MatyWest Markets
(formerly CIB) segment in particular has been providing
information regarding a variety of matters, including, for example,
the setting of benchmark rates and related denvatives trading,
conduct in the foreign exchange market, and various issues
redafing to the issuance, underwriting, and sales and frading of
fimed-income securites, mchuding structured products and
government securities. Any matters discussed or identified during
such discussions and inguines may result in, among other things.
further inquiry or investigation, other action being taken by
governmental and regulatory authoriies, increased costs being
imcurred by the RBS Group, remediafion of systems and controls,
jpuiblic or private censure, restriction of the RES Group's business
actvities andlor fines. Any of the events or circumstances
menticned in this paragraph or below could have a maberial
adverse effect on the RBS Group, its business, authornisations
and licences, reputation, results of operations or the price of
securites issued by i

The RBS Group is co-operating fully with the nvesbgations and
reviews described below.
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RMBS and other secuntised products mvestigations

In the LS, the RBS Group is invclved in reviews, investigations
and proceedings (both formal and informal) by federal and state
governmental law enforcement and other agencies and seli-
regulatory organisations, mcluding fhe US Department of Justice
{DJ) and waricus other members of the Residential Mortgage-
Backed Securities Working Group (RMBS Working Group) of the
Financial Fraud Enforcement Task Force (including several state
attorneys general, including those mendioned below), relating to,
among ciher things. issuance, underwriting and irading m RMBS
and other morigage-backed secunties, collateralised debt
chligations {CD0s), collateralised loan chligations {CLOs) and
synthetic products.

In connection with these nguiries, Group companies have
received reguests for information and subpoenas sesking
information about, among other things, the structuring of COOs,
financing o lean originators, purchase of whole loans,
sponsorship and undenariting of securitisations, due disgence,
representafions and warranties, communications with ratings
agencies, disclosure to mvestors, document deficiencies, trading
activities and practices and repurchase requesis.

These ongoing matters incude, among others, active civil and
criminal investigations by the DO, relafing primariy to due

diligence on and disclosure related to loans purchased for, or
ofherwise included in, securifsations and related disclosures.

In June 2016, RBS Securities Inc. (RESSI), a U.S. broker-dealer,
reached an agreement in principle to resohe investigations by
fhe office of the Attorney General of Connecticut on behalf of the
Connecticut Department of Banking. conceming RBSSTs
underwriting and issuance of RMBS and the potential
consequences o RB5S5] of RBS plc's May 2015 FX-related guilty
plea. The agreement became final on 3 October 2016 fhwough
the publication by the Department of Banking of two agreed
consent orders without RESS] admitting or denying the
Depariment of Banking's allegations. As required by the RMBS
consent order, in addifion to making certain undertakings, RBSS|
has paid LUS5120 million to the State of Connecticut fo resolve
fhe imvestigation.
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The amount was covered by a provision that had previcusly been
established. Pursuant to the FX consent onder, RBSS] agreed,
among other things, to certify to the Department of Banking its
compliance with various obligations undertaken in connection
with RBS ple's FX-related guity plea and FX-refated resolutions.
with the Commodity Futures Trading Cormmission and Board of
Gowvemors of the Federal Reserve System.

In 2007, the New York State Attorney General issued subpoenas
to a wide array of participants in the securitisation and securties
industry. fiocusing on the information underwriters obtained from
the independent firms hired to perform due diligence on
muorigages. The RES Group completed its preduction of
documents requested by the Mew York State Attorney General in
2003, principally producing documents related fo loans that wens
poocled into one securitisation fransacton.

In May 2011, the MNew York State Afforney General requested
additional information about the RBS Group's morigage
securitisation business and, follewing the formation of the RMBS
Working Group, has focused on the same or similar issues as the
other state and federal RMBS Working Group investigations
described above. The investigation is ongoing.

As at 31 December 2018, the total aggregate of provisions in
refation to certain of the RMBS investigations (described
immediately abowe) and RMBS and other securitised products
litigation matters {set out under “Litigation™ on page 202),
including an additional provision of £3.4 billion ($4.2 billion) in
2018, is £6.8 (§8.3 billion) billion. The Group continues fo
cooperate with the DOJ in its civil and criminal investigations of
RMBS matbers. The duration and outcome of these investigations
and RMBS lifigation matters remain uncertain, including in
respect of whether setflements for all or any of such matters may
be reached. Further substantial prowisions and costs may be
recognised and, depending on the final outcome, other adverse
consequences 35 described above may oocur.

RBSEI has also been respending to an ongoing criminal
imvestigation by the United States Attorney for the District of
Connecticut relating io alleped misrepresentations in the trading
of warious forms of asset-backed securities, incuding RMBS,
commercial mortgage-backed securities, CD0s, and CLOs. In
March and December 2015, two former RBSSI fraders entered
guilty pleas in the United States District Court for the District of
Connecticut, each to one count of conspiracy to commit
securities fraud while employed at RBSSl. RBSSIisin
advanced discussions to resoive the matter.
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US mortgages - loan repurchase matiers

RBS's MafWest Markets business in North Amesica was a
purchaser of non-agency residential morigages in the secondary
market, and an issuer and undenariter of non-agency RMBS.

In issuing RMBS, NatWest Markets in some circumstances made
representations and warmanties regarding the characteristics of
fhe underdying loans. As a result, NatWest Markets may be, or
may have been, contractually required to repurchase such loans
or mdemnify cerfain parties against losses for certan breaches of
such representations and warranties. Depending on the extent to
wihich such loan repurchase related claims are pursued against
and niot rebutted by MafWest Markets on timeliness or other
grounds, the aggregate potential impact on the RBS Group, if
any, may be materal.

LIBOR and other irading rates

In February 2013, the RES Group announced seftiernents with
fhe Financial Senvices Authority (FSA) in the UK. the United
States Commadity Futures Trading Commission (CFTC) and the
DO in refation o investigations info submissions,
communications and procedures around the setting of LIBOR.

The RBS Group agreed o pay penalties of £87.5 million, US5325
million and USE150 million to these authorities respectively to
resolve the investigations and also agreed to certain
undertakings in its seftierment with the CFTC. As part of the
agreement with the DOJ, RBS ple entered into a Deferned
Prosecution Agreement (DPA) in relation o one count of wire
frawd redaking to Swiss Franc LIBOR and one count for an
antitrust violation relating to Yen LIBOR. The DPA expired in April
2115 and is of no further effect.

In April 2013, RBS Securities Japan Limited entered a plea of
guilty to one count of wire fraud relating to Yen LIBOR and in
Jammary 2014, the US District Court fior the District of Connecticut
entered a final judgment n relation to the conwction of RBS
Securiies Japan Limited pursuant io the plea agreement.

In February 2014, the RES Group paid settiernent penaliies. of
approximately €260 millicn and €131 million to resohwe
investigations by the Ewropean Commission (EC) inte Yen LIBOR
competition nfringements and EURIBOR competifion
nfringements respectively. This matter is now concluded.

In July 2014, the RBS Group entered into an Enforceable
Undertaking with the Australian Securities and Invesiments
Commission (AS1C) in relafion fo potential misconduct involving
fhe Australian Bank Bil Swap Rate. The RES Group made
vanous undertakings and agreed to make a voluntary contribution
of A51.6 mllion fo fund independent financial literacy projects in
Ausiralia.
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In Cetober 2014, the EC announced its findings that (1) the RBS
Group and one other financial institufion had participated in a
bilateral cartel aimed at influencing the Swiss Franc LIBOR
benchmark interest rate between March 2008 and July 2008; and
(2) the RBS Group and three other financial institutions had
parficipated in a related cartel on bid-ask spreads of Swiss Franc
interest rate derivatives in the European Economic Area (EEA)
The RBS Group recesved full smmunity from fines.

In December 2016 the Swiss ComCo announced the closure of
four separate investigations into the RBS Group and cerian other
banks relating fo interest rate derivatives and LIBOR. The RES
Group received full mmunity for fines relating to the Swiss franc
LIBOR benchrmark imrestigation. The RBS Group has agreed fo
pay a total of CHF17.08m in fines to settle the other

The RBS Group is co-operating with imestigations and requests
for infiorrniation by various cther governmental and regulatory
authorities, including in the UK, US and Asia, into its
submissions, communications and procedures relating o a
rumber of trading rates, including LIBOR. and cfher interest rate
setfings, and non-deliverable forwards.

On 3 February 2017, it was announced that the RBS Group and
the CFTC entered inte a civil settlement resoiving the CFTC's
investigation of ISOAFT and related trading activities. As part of
the settiernent, the RBS Group has paid a penalty of US385
million and agreed to certain underiakings.

Foreign exchange related investigations

In Movember 2014, RBS ple reached a setflement with the FCA
and the CFTC in relation to investigations into failings in the RBS
Group's FX businesses within its MafyWest Markets segment.
RBS plc agreed to pay penalties of £217 million to the FCA and
USE280 million to the CFTC to resolve the investigations. The
fines were paid on 18 Movember 2014.

On 20 May 2015, RBS ple announced that it had reached
setilements with the 0. and the Board of Gowernors of the
Federal Riesenve System (Federal Reserve) in relation fo
invesfigations inte its FX business within its MatWest Markets
segment. RBS plc paid a penalty of US$274 millicn to the
Federal Reserve and agreed to pay a penalty of L1S3$395 millicn
to the DO to resclve the investigations.
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As part of its plea agreement with the D:0J, RES plc pled guilty in
fhe United Siates District Court for fhe District of Connecticut o a
one-count information charging an anbitrust conspiracy. RBS plc
admitted that it knowingly, through one of its euriUS dollar
cumency traders, joined and participated in a conspracy o
elimnate competifion in the purchase and sale of the euraiUS
dollar currency pair exchanged in the FX spot market.

The charged conspiracy occumed between as early as December
2007 to at least April 2010. On 5 January 2017, the United States
Diistrict Cowrt for the District of Connecficut imposed a sentence
on RBS ple consisting of the LIS3305 millicn criminal fine
previcusly agreed with the D¥J and a term of probation, which
among ciher things. prohibits RBS plc from committing ancther
crime in viclafion of US law or engaging in fhe FX trading
praciices that form the basis for the charged cnime and requires
RES pl to implement a compliance program designed fo prevent
and disbect the unlawful conduct at issue and o strengthen its
compliance and imternal confrels as reguired by other regulators.
{inchuding the FCA and the CFTC).

A violation of the terms of probation could bead to the imposition
of additional penaliies. Subsequent to the sentencing, RBS plc
paid the criminal fine, which had been covered by an existing
provision.

RES plc and RBS Securities Inc. have also entered inte a cease
and diesist order with the Federal Resenve relating to FX and
other designated market aciivities (the FX Crder). In the FX
Order, which is pubbcly available and will remain in effect until
ferminated by the Federal Reserve, RBS plc and RBS Securities
Inc. agread fo take certain remedial actions with respect to FX
activities and ceriain other designated market activiies, including
fhe creation of an enhanced writhen intermal controls and
compliance program, an mproved compliance risk management
program, and an enhanced internal audit program. RBS plc and
RES Securities Inc. are obligaied to implement and comply with
these programs as approved by the Federal Reserve, and are
also required o conduct, on an annual basis, a review of
applicable compliance policies and procedures and a risk-
focused sampling of key condrols.

The RBS Group is co-operating with imvestigaiions and
responding to inguiries from ofher governmental and regulatory
(inchuding compedition) authorities on similar issues relating to
failings in its FX business within its MatWest Markets segment.
The timing and amount of financial penatties with respect to any
further setfflements and related litigation risks and collateral
COMSequences remain uncertain and may well be material
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On 21 July 2014, the Sercus Fraud Office in the UK [SFO)
amnnounced that it was [aunching a criminal imesfigation into
alegations of fraudulent conduct in fhe foreign exchange market,
apparently imehing multiple fmancial mstibutions. On 15 March
2018, the SFO announced that it was closing its investigation,
having concluded that, based on the nformation and matenal
obtained, there was nsufficient evidence for a realistic prospect
of conviction.

Interest rate hedging products (IRHP) redress programme

Since 2013, the RBS Group and other banks have baen
undertaking a redress exercise and past business rewiew in
redation to the sale of inberest rate hedging products to some
smiall and medium sized businesses classified as retail clients or
private custorners under FSA rules. This exercise was scrufinised
by an independent reviewer, KFMG (appointed as a Skilled
Person under section 188 of the Financial Senvices and Markets
Act), and owerseen by the FCA. The RBS Group has reached
agreament with KPMG in relation to redress deferminations. for all

i scope cusiomers, as well as the majority of the conseguential
loss claims receied.

The RBS Group provisions in relation o the abowve redress
exercises total £1.5 billion to date for these matters, of which £1.4
bilicn had been utiised at 31 December 2016.

Judicial Rewview of Skilled Person's nole in IRHP review

The RBS Group has been named as an interested party ina
number of claims for judicial review of KPMG's decsions as
Skilled Person in the RBS Group's previously disclosed IRHP
redness programme. This follows a similar claim from a cusiomer
of another UK bank, also against KPMG.

Al of these claims were stayed pending the outcome of the ofher
bank’s case. The fnal in that case was heard on 25 January
2018. The cowt decided in favour of KPMG, finding that (1)
KPMG is nct a body amenable to judicial review in respect of its
rode as Sklled Person in this matter; and (2) that there was no
unfaimess by the other bank in the procedure adopied. The
claimant has sought permission to appeal the decsion.

The majority of the claims that name the RBS Group as an
interested party have been discontinued but there are still several
cases which reman stayed pending the outcome of any appeal in
the other bank’s case. If pemmission to appeal is granted and the
appeal court finds that a section 188-apponted Skilled Person is
susceptible to judicial review, these remaining claims against the
RBS Group may then proceed to full hearing to assess the
faimess of KPMG's role in the redress programme in those
parficular cases. If deemed unfair, this could have a
consequential impact on the reasonableness of the methodology
applied to reviewed and settied IRHP files generally.
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As there remains some uncertainty, it is not practicable reliably to
estimate the impact of this matter, if any, on the RES Group
wihich may be materal.

Investment advice review

In February 2013, the FSA anncunced the results of a mystery
shopping review it undertock into the investment advice offered
by banks and bullding societies to retal clients. As a result of that
ressew the FSA announced that firms imalved were cooperafive
and agreed to take immediate action. The RBS Group was one of
fhe firms inwolved.

The action required incuded a review of the training provided to
adwisers, censidering whether changes are necessary to both
adwice processes and controls for new business, and undertaking
a past business review to identify any historic poor advice (and
wihere breaches of regulatory requirements are identified, to put
fhis right for custormers).

Subsequent to the FEA announcing the results of its mystery
shopping review, the FCA has required the RBS Group fo camy
ouf a past business review and customer contact exercise on a
sample of historic cusiomers that received imesiment advice on
certain lump sum products through the UK Financial Planning
channel of the UK Personal & Business Banking (LK PBB)
segment of the RBS Group, which includes RES pic and
MafWest, during the pericd from March 2012 until December
N2

This review was conducted under section 188 of the Financial
Senvices and Markets Act, under which a Skilled Person was
appointed to carmy out the exercise. Redress has been paid fo
cerain customers in this sample group. Following discussions
with the FCA after issue of the draft section 168 report, the RBS
Group agreed with the FCA that it would camy out a wider
ressesremediation exercise relating fo certain investment,
nsurance and pension sales from 1 January 2011 to present.
The RBS Group started writing to the relevant customers during
2016 and redress payments have also commenced. The project
is due to finish in G4 2017 In addtion, the RBS Group agreed
with the FCA that it would carmy out a remediation exercise, for a
specific customer segment who were sold a particular struchured
product, in response to concems raised by the FCA with regard
i (a) the target market for the product and () how the product
may hawe been described to customers by certain advisers.
Redress has been paid to certain customers who took out the
structured product.
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The Group provisions in relation to investment advice total £138
million te date for these matters, of which £51 million had been
utilised at 31 December 2016,

Packaged accounts

As aresult of an uplift in packaged cument account complaints,
the RES Group proaciively put in place dedicated resources in
2013 to investigate and resolve complaints on an individual basis.
The RBS Group has made gross provisions totaling £408 million
to date for this matter.

FCA review of the RBS Group's treatment of SMEs

In Movember 2013, a report by Lawrence TomBnson,
entrepreneur in residence at fhe UK Gowemment's Depariment
for Business Innowation and Skills, was publshed [ Tomlinson
Repaort™). The Tomlinson Rieport was critical of the RBS Group’s
treatrment of SMEs.

The Tomlinson Report was passed to the PRA and FCA. Shortly
thereafter, the FCA announced that an independent Skilled
Person would be appointed under section 166 of the Fimancial
Services and Markets Act to review the allegations in the
Tomlinson Report. On 17 January 2014, a Skilled Person was
appointed. The Skilled Person’s review was focused on the RES
Group's UK small and medium sized business customers with
credit exposures of up to £20 million whose relationship was
managed within the RBS Group's Global Restructuring Group or
within similar units within the RBS Group's Corporate Banking
Division that were focused on customers in financial difficulties. In
the period 2008 to 2013 the RBS Group was one of the leading
providers of credit to fhe UK. SME sector.

Separately, in Movember 2013, the RBS Group instructed the law
firrm Clifford Chance to conduct an independent review of the
principal alegation made in the Tomlinsan Report: the RBS
Group was alleged to be culpable of systematic and insfitutional
behavicur in artificially distressing othenwise viable businesses
and, through that, putting businesses into insohvency. Clifford
Chance published its report on 17 April 2014 and, while it made
certain recommendations to enhance customer experience and
transparency of pricing. it concluded that there was no evidence
o suppeort the: principal allegation.
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A separate independent review of the principal allegation, led by
Mason Hayes & Curan, Solicitors, was conducied in the
Republic of Ireland. The report was published in December 2014
and found no evidence to support the principal allegation.

The Skilled Person review focused on the allegations made in the
Tamlinson Report and certain obsenvations made by Sir Andrew
Large in his 2013 Independent Lending Review, and was broader
in scope than the rewsews undertaken by Chfford Chance and
Mason, Hayes & Curran which are refemed to above. The Skilled
Person delivered the draft findings from its review to the FGA in
March 2018. The RBS Group was then given the opporiunity to
consider and respond to those draft findings before the Skilled
Person delivered its final report o the FCA during September
216,

On & Novemnber 2016, the FCA published an update on s
review. In response, the RBS Group announced steps that will
impact SME cusiomers in the UK and the Republic of Ineland that
were in GRG between 2008 and 2013. These steps are (i) an
automatic refund of certain complex fees; and (i) a new
complaints process, overseen by an Independent Third Party.
These steps have been developed with the immohrerment of the
FCA which agresd that they are appropriate for the RBS Group fo
fake.

The RBS Group estimates the costs associated with the new
complaints review process and the automatic refund of complex
fees to be approximately £400 million, which has been
recognised as a provision in 2016. This includes operational
costs together with the cost of refunded complex fees and the
additicnal esfimated redress costs arising from the new
complaints process.

The FCA has announced that its review will confinwe. The RES
Group continues to cooperate fully with the reviews.

Muttilateral interchange fees

On 11 September 2014, the Court of Justice upheld earlier
decisions by the EU Commission and the General Court that
MasterCard's multilateral interchange fee (MIF) arangements for
cross border payment card transactions with MasterCard and
Maestro branded consumer credit and debit cards in the EEA are

in breach of competition Law.
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In April 2013, the EC announced it was cpening a new
invesfigation into interchange fees payable in respect of
payments made in the EEA by MasterCard cardholders from non-
EEA coundries. The EC's case is angoing.

On & June 2015, a regulation on interchange fees for card
payments entered inte force. The regulation requires. the capping
of both cross-border and domestic MIF rates for debit and credit
consumer cands. The regulation alse sets out ofher reforms
including 1o fhe Honour All Cards Rule which require merchants:
to accept all cards with the same level of MIF but not cards with
diffierent MIF levels.

On & May 2015, the Competition & Markets Authority (CMA),
amnouncad that it had closed the nvestigations into domestic
interchange fees on the grounds of administrative priortes.

Whilst there are no recent developments on the abowe to report,
there remains uncertainty anound the outcomes of the engoing
EC inwestigation, and the impact of the regulation, and they may
hawve a material adverse effect on the structure and operation of
four party card payment schemes in general and, therefore, on
the RES Group's business in this secior.

Payment Protection Insurance (PPI)

Snce 2011, the RBS Group has been implementing a policy
staiement agreed with the FCA for the handling of complaints
about the mis-selling of PPI. The RES Group is alsc monitoring
developments following the UK, Supreme Court’s decision in the:
case of Plevin v Paragon Personal Finamce Lid in Movember
2014.

That decision was that the sale of a single premium PP policy
could create an ‘unfair relationship” under 5.140A of the
Consurmer Credit Act 1974 (the "Consumer Credit Act’) because
the premium contained a particularly high level of undisclosed

The Financial Ombudsman Service (FOS) has confirmed on its
website that unfair relationship provisions in the Consumer Credst
Act and the Plevin judgment are 'potentially relevant
considerations’ in some of the PP complaints refemmed to FOS.
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On 28 Mowvember 2015, the FCA issued Consultafion Paper
1538, in which it set out proposed rules and guidance for how
firms should handle PP complaints fairy in light of the Plevin
decision and how the FOS should consider relevant PRI
complants. The Consultation Paper also contained proposals for
fhe introduction in 20138 on a date fo be confirmed of a deadine
for submission of PP complaints. The RES Group submitted its
response to fhe Consultation Paper on 28 February 2016,

The proposals in fhe Consultation Paper included an FCA-ed
communications campaign fo rase awareness of the deadine
and fo prompt those who intend o complain to act ahead of the
deadiine.

Foliowing feedback received on its Consultation Paper, on 2
August 2018, the FCA issued a further Consultation Paper (CP
1820} on certain aspects of the proposed rules and guidance. As
a result of this second Consultation Paper, it was expected that
fhe complaint deadline would be end of June 2019 rather than
218 as proposed in the mitial Consultation Paper. The BBA and
fhe RBS Group subrmitted responses fo the Consultation Paper
on 11 October 2016,

Foliowing feedback received on its second Censultation Paper
{ZP18/20), on © December 2016, the FCA issued a statement
explaining that it is carefully considering the issues raised and will
make a further announcement before 31 March 2017. In light of
fhis staternent, the RBS Group expects that the implementation
of the complaint deadline will be pushed back from end of June
2018 to 1 Ociober or 31 December 2019 The introduction of new
Plevin nules and guidance will also be delayed.

If the proposals contained in these Consultation Papers are
agreed and implemented, the RBS Group would expect higher
claims volumes, persisting longer than previously modefied, and
additicnal compensation payments in relation o PP daims made
as a result of the Plevin judgment. if the end of June 2018
deadiine is implemented by the FCA, complaints made after that
fime would lose the right to be assessed by fims or by the
Financial Ombudsman Service, bringng an end to new PPl
cases on 1 October or 31 December 2018,

The RBS Group has made provisions totalling £4.9 billion to date
fior PP claims, including an additional provision of £601 million in
2018, in response to the anficipated further delay in guidance. OF
fhe £4.9 billion cumulative provision, £3.3 billicn in redress and
£10.4 bilion administrative expenses had been ufilised by 31
December 2016
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UK retai banking

In Movemnber 2014, the CMA announced its decision fo proceed
with a market investigation reference (MIR)} nio retail banking.
which would cover PCA and SME banking. On B August 2018,
the CMA published its final report. The CMA concluded that there
are a number of competifion concems in the provision of PCAs,
business cument accounts and SME lending. particularly around
lowr levels of customers searching and switching, resulting in
banks not being put under enough competiiive pressure. and new
products and new banks not attracting customers guickly enough.
The final report sets cut remedies fo address these concems.
These nchde remedies making it easier for customers to
compare products, ensure customers benefit from technological
advantages around open banking, improve the curent account
switching senace and provide PCA overdraft cusfomers with
greater control over their charges along with addifonal measures
targeted at SME customers.

Oin 2 February 2017 the CMA pubished the Retail Banking
Market Investigation Crder 2017 which is the primary legal
framewark safting out the chligations for the implementation of
the magority of remedies, including an implementation deadline
for each. Other remedies are to be delivered via underakings
signed by Bacs and recommendations to be taken forward by
other regulators (inciuding the FCA).

At this stage there remains uncertainty around the financial
impact of the remedies once implemented and it is not
practicable fo estimate the potential impact on the RES Group,
which may be material.

FCA Wholesale Sector Competition Review

In Febmuary 2015, the FCA launched a market study into
imvesiment and corporate banking. On 18 October 2016 by
jpublication by the FCA pubished its final report. i found that
whilst many clients feel well senved by primary capital market
senvices there were some areas where improvements could be
made to encowage competibion. particularty for smaller dients. It
set put a package of remedies, mcluding prohibiting the use of
resirictive contractual clauses and ending league table
misrepresentation by asking leaguwe table providers to review
their recognition criteria.

In Movember 2015, the FCA also announced that a market study
would be undertaken into asset management. On 18 November
2018, the FCA published the interim report which indicated that
price competition is weak and expressed concerns around the
lack of transparency on the objectives, and appropriate
benchmarks, for reporting fund perfermance. The FCA has
propased a number of remedies. The deadline for responses to
the inferim report was 20 Febnuary 2017 and the FCA expedis o
publish the final report in @2 217
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FCA Morigages Market Study

In December 2016, the FCA launched a market study into the
provision of morigages. The FCA has announced that it intends
o publish an interim report in summer 2017 with the final report
expected in Quarter 1 2018,

At this wery early stage, as there i considerable uncartainty
around the outcome of this market study, it is not practicable
reliably to estimate the aggregate impact, if any, on fhe RBS
Group which may be matesial.

Gowermnance and risk management consent order

In July 2011, the RBS Group agreed with the Board of Govemors
of the Federal Rieserve System, the Mew York State Banking
Diepariment, the Connecticut Department of Banking, and the
llincis Department of Financial and Professional Regulation to
enter into 3 consent Cease and Desist Order (Govemance Order)
{which is publichy available) to address deficiencies related o
gowemance, risk management and compliance systems and
conirols in the US branches of RBS plc and RES M.V, branches
{the US Branches).

In the Gowernance Order, the RES Group agreed fo create the
following writien plans or programmes:

Key points

» aplan fo strengthen board and senior management owersight of
the corporate govemnance, management, risk managemsent, and
operations of the RBES Group's US operations on an enterprise-

= an enterprise-wide risk management programme for the RES
Group's U5 operafions;

= aplan fo oversee compliance by the RBS Group's US
operations with all applicable S laws, rules, regulations, and
SUpEndsory guidance;

» aBank Secrecy Act/anti-money laundering compliance
programme for the US Branches on a consolidated basis;

» aplan io improve the US Branches' complance with all
applicable provisicns of the Bank Secrecy Act and its nubes and
regulations as well as the reguirements of Regulation K of the
Federal Reserve;

*  acusiomer due diligence programme designed to ensure
reascnably fhe identification and tmely, accurate, and complete
reporting by the US Branches of all known or suspected
wiclations of law or suspicious transactions fo law enforcement
and supenvisory authorites, as required by applicable
suspicious activity reporting laws and regulations; and

» aplan designed to enhance the US Branches' compliance with
Office of Foreign Assets Control {OFAC) requirements.
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The Governance Order identified specific iterns to be addressed,
considered, and included in each proposed plan or programme.
The RBS Group also agreed in the Governance Order to adopt
and implement fhe plans and programmes after approval by the
reguiators, to comply fully with the plans and programmes.
thereafter, and to submit to the regulators periodic writben
progress reports regarding compiance with the Govemance
Cirdier.

The RBS Group has created, submitted, and adopted plans
andior programmes to address each of the areas identified
abowve. In connection with the RES Group's effiorts to implernent
these plans and programmes, it has, among ofher things, made
invesiments in technology, hired and trained additional
personnel, and revised compliance, risk management, and other
policies and procedures for the RBS Group's US operations. The
RBS Group continues to test the effectiveness of the remediation
effioris it has underiaken to ensure they are sustainable and mest
regulators” expectations.

Furthermore, the RES Group confinues to work closely with the
reguiators in its efforts to fulfd its obgations under the
Gowemance Order, which will remain in effect until terminated by
the regulators.

The RBS Group may be subject to formal and informal
supervisory actions and may be required by its LS banking
supervisors to take further actions and implernent additional
remedial measures with respect fo these and addtional matiers.
The RBS Group's activities in the US may be subject to
significant limitations andior conditions.

US dollar processing consent onder

In December 2013 the RBS Group and RBS plc agreed a
setilement with the Federal Reserve, the Mew York State
Depariment of Financial Services (DFS), and the Cffice of
Foreign Assets Control (OFAC) with respect to RBS plc's
historical compliance with US economic sanchon regulations
outside the US. As part of the settiement, the RBS Group and
RBS plc enfered into a consent Cease and Desist Crder with the
Federal Rieserve (US Dollar Processing Onder), which remains in
effect until terminated by the Federal Reserve. The US Dollar
Processing Order (which is publicly available ) indicated, among
other things, that the RBS Group and RBS plc lacked adequate
risk management and legal review policies and procedures fo
ensure that acivities conducted cutside the US comply with
applicable OFAC regulations.
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The RBS Group agresd to create an OFAC compliance
programme o ensure compliance with OFAC regulations by the
RES Group's global business Enes ouiside the US, and to adopt,
impdernent, and comply with the programme. Prigr to and in
connection with the U5 Dollar Processing Crder, the RBS Group
has made investments in technology, hired and tramed
personnel, and revised compliance, risk management, and other
policies and procedures.

Under the US Dollar Processing Order (as part of the OFAC

compliance programme) the RBS Group was required to appoint
an independent consultant to conduct an annual review of OFAC

compliance policies and procedures and their implementation

and an appropriate risk-focused sampling of US dollar payments.

The RBS Group apponted the independent consultant and their
reports were submitied to fhe authorities on 14 June 2015, The
independent consultant review examined a significant nurmiber of
sanctions alerts and no reportable ssues were identified.

Pursuant o the US Dollar Processing Order, the autharities
requested a second annual review o be conducted by an
independent consultant. The second review was conducted by
fhe independent consultant and reports were submitied to the
autherities on 30 September 2018, In ne with the first review,
and following examination of a significant nurmiber of sanctions
alerts, the independent consultant did not identify any reportable
issues. In addition. pursuant to requirements of the US Dollar
Processing Order, the RBS Growp has provided the required
written submissions, inchuding quarterly updates, in a timely
manner, and the RBS Group continues to participate in a
construciive dialogue with the auhoribes.

USFSwiss tax programme

In August 2013, the DCW announced a programme for Swiss
banks (the Programme) which provides Swiss banks with an
opportunity to obiain resolution, through non-prosecution
agreements or non-target ketters, of the DOU's investigations of
fhe role that Swiss banks played in concealing the assets of US
tax payers in offshore accounts (US related accounts). In
December 2013, Coutts & Cio Ltd., a member of the Group
incorporated in Switzerland, notified the DO that it intended to
participate in the Programme.
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As required by the Programme, Coutts & Co Lid. subsequently
conducted a review of its US related accounts and presented the
results of the review to the 00U, On 23 December 2015, Coutis &
Co Lid. entered info a non-prosecution agreement (the NPA) in
which Coutts & Co Ltd. paid a US$73.5 million penalty and
acknowledged responsibility for certain conduct set forth in a
statement of facts accompanying the agreement. Under the NPA,
which has a term of four years, Coutis & Co Ltd. is required,
among other things, io provide certain information, cooperate
with DCL's imvestigations, and commit no U.S. federal offences. If
Coutts & Co Lid. abides by the NPA, the DiOJ will not prosecute it
for certain tax-related and monetary transaction offenses in
connection with US related accounts.

I_E"énr::egrem proceedings and invesfigations in relation o Coufis
E Co Lt

The Swss Financial Market Supenvisory Authority (FINMA) has
been taking enforcement proceedings against Coutts & Colid, a
member of the RBS Group incorporated in Switzerland, with
regard to ceriain client accounts held with Coutis & Co Lid
refating to allegations in connection with the Malaysian sowereign
wealth fund 1MDB. On 2 Febnuary 2017, FINMA announced that
Coutis & Co Ltd had breached money laundering regulations by
failing to carry cut adeguate background checks into business
relationships and ransactions associated with 1MDE. FINMA
accordingly required Coutts & Co Lid to disgorge profits of CHF
6.5 milon.

Coutis & Co Lid is also cooperating with investigations and
enquiries from authorities in other jurisdictions in relation fo the
same subject matier. In this context, the Monetary Authority of
Singapore (MAS]'s supervisony examination of Coutis & Co Lid's
Sangapore branch revealed breaches of anti-money laundering
requirements. MAS imposed on Coutts & Co Lid financial
penalBies amounting to SGD 2.4 million in December 2018. The
outcomes of other proceedings, investigations and enguiries are
unceriain but may include financial conseguences and/or
regulatory sanciions.

Review of suitability of adwice provided by Coutis & Co

In 2013 the FCA conducted a thematic review of the advice
processes across the UK wealth management industry. As a
result of this review, Coutts & Co underiook a past business
review into the suitahbility of nvestment advice provided to s
clients. This review has concluded, as Coutis & Co has contacted
affected chents and offered redress in appropriate cases. The
majority of fhese redress payments have now been paid, having
been met by the RBS Group's exssting provision.
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Regulator reqguests concerning Mossack Fonseca

In cormmon with other banks, the RBS Group received a letter
from the FCA in April 2018 reguesting information about any
relationship the RBS Group has with the Panama-based law firm
Mossack Fonseca or any indwiduals named in recent media
coverage in connection with the same. The RBS Group
responded to the FCA setting cut details of the limited services
provided fo Mossack Fonseca and its clients.

Review and inwestigation of treatment of tracker morigage
custorers in Ulster Bank Ireland DAC (formerly Ulsier Bank
Iretand Limited)

On 22 December 215, the Central Bank of Ireland (CBI)
announced that it had written to a number of lenders requiring
fhem fo put n place a robust plan and framework to review the
freatment of customers who have been sold morgages with a
fracker interest rate or with a tracker inferest rate entitlement. The
Bl stated that the intended punpose of the review was to identify
any cases where customers’ contractual nghts under the terms of
fheir morigage agreements were not fully henoured, or where
lenders did not fully comply with various regulatory requirements
and standards reganding disclosure and fransparency for
customers. The CBI has required Ulster Bank Ireland DAC (UBI
DAC), a member of the RBS Group, incorporated in fhe Republic
of Irefand, to participate in fhis review and UBI DAC is co-
operating with the CBI in this regard. The RBS Group has made
a lifetime provision totaling EUR 211 milion for this matter.

Separately, on 15 April 2016, the CBI notied LIBI DAC that it
was also commencing an investigation under its Administrafive
Sanciions Procedure into suspected breaches of the Consumer
Protection Code 2006 during the pericd 4 August 2006 to 30
June 2008 in relation to cerain customers who switched from
fracker morigages to fied rate morigages.
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H Net cash flow from operating activities

Group Eank
2016 5 T ME FE FTy
Em Em Em £m £m Em

Operating (lossVprofit before tax - continuing operations (3.732) (223 2,328 (2.838)  (1.451) (259)
Profiti{loss) before tax - discontinued operations 143 1,831 (3.183) — — —
{Increase)decrease in prepayments and accrued income {52] 411 4 32 325 (110}
Interest on subordinated liabilties 1,228 1,267 1,302 1,175 1,285 1,234
Diecrease in accruals and deferred income (543) (E29) [ZX2) {477 (5460) (157}
Impairment lesses!{recoveries) a3 (r34] {1140 55E {280) (44}
Loans and advances writben-off net of recoveries. (3.552) (8779 (5.052) (6400  (1.482) (2.587)
Unwind of discount on impaimment losses (112) (144) (247) 1349) 47 {87}
{Profit)loss on sale of property. plant and equipment (15) (53) [138) 3 [24) 1
{Profityloss on sale of subsidiaries and associates 38] (1082 ao (193] 30 213
Profit cn sale of securities (120) [40) [387) {89 Mm (317)
Charge for defined benefit pension schemes. 258 521 463 165 20 13
Pensicn scheme curiailments or setlements lossi{gain) 2 {85) - 2 3 -
Cash contribution to defined benefit pension schemes @4.783) (1.0539 {1.083) 200) (32 (23}
Other provisions charged net of releases 6,323 4470 2478 aT2e 1,328 1453
Other prowisions ufilised (2.643) (2139 (3.254) (8vm (1,087  (1.508)
Diepreciation and amortisation 775 1,173 1,10 465 548 511
Lessi{gain) om redemption of own debt <li] 263 i]] ] — -
Loss on reclassification fo disposal groups — 273 3,004 — — —
Write down of goodwill and other intangible assets 158 1331 533 141 72
Write down of investment in subsidiaries — — — {53 6,45
Eliminaticn of foreign exchange dfferences (6.418) (1478 [B81) (7.494) (170)
Other non-cash iterns 260 {1.278) 1,135 135 [445)
Met cazh {outflow)infiow from trading ackivites (12.238) (0434 {2.201) 18,564) 4,688
Decrease in keans and advances to banks and customers (13.038) &7.211 13,385 T411 5,905
Decreasel{increase) in securities 16,375 13,330 8,198 14,716 B.G24
Decreasedincrease) in other assets 315 {1.813) 423 (1) 330
Decreased|increase) in derivative assets 15,353 91480  (85.588) 14,125 84224
Changes in operafing assets 18,607 160227 (43579 36,236 160,083
Increasel{decreasa) in deposits by banks and customers 23211 (28479 (7608 (4.488) (58,7400
Diecrease in debt securifies in issue (5.404] (16455 (18119 {4.532) (13.232)
{Decrease)increase in other iabities (111) 3,156 (4. G (189) 810
{Decrease)fincrease in derivative Babiliies (7. 880) (95235] 64705 (18.474) (97.375)
Increasel{decrease) in setilement balances and short positions i} (2733) (4,790 (1,248) i}
Changes in operating liabfities (318) (1494400 31,862 (26,909 (163,091)
Income taxes receivedi{paid) 14 (231) [302) 335 (192)
Met cash inflow|outficw) from operating activities 6,968 1,122 {14420 3,088 5488
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32 Analysis of the net investment in business interests and intangible assets

anup Bank
I0E 2015 014 ME 205 T
Bequisifions and disposals £m &m £m £m £m Em
Fair value given for businesses acguired (87} (28] (54) — — —
Walue recognised for business fransfemed from fellow subsidiary — — — — (2) —
Additicnal and new inwestments in Group undertakings — — — {1.304) (B56)  (1,837)
Met cutfiow of cash in respect of acquisitions. (87) (58] (54) {1.304) (BEE)  (1,837)
Other assets sold (508) (2200 (2,250) — (2630 (4a)
Repayment of investments. — — — — 183 —
Disposal of imesiments — — — 162 — -
Mon-cash consideration (5 — — — — -
Profiti{loss) on disposal ] 1,082 (30} 188 (30 (213)
Met cash and cash equivalents disposed 55 1,923 8 — — -
Met {outfiow)inflow of cash in respect of disposals (418) T4 (2,272) 350  [2.4AT) (259)
Dividends received from associates 2 1 10 — — -
Cash expenditure on intangible assets (480) (613} (831} 470 (612) [482)
Met {outfiow)inflow (976) 53 [2,847) (1424) (38237 (2353)
Pt
(1) InCludes cash procesds of £1,525 millen In 205 reiaiing io the clsoosal of fhe contmiling Inberest in Cltzens.
33 Interest received and paid
Gemup Bark
e 208 2014 208 a0s M4
£m £m £m £m £m Em
Interest recaived 11,260 11,588 13,033 5,185 5,578 B.987
Interest paid (2.885) (2,609} (4332) {2,018} (3,800) (4,140}
5415 7,390 8.707 2,147 1,778 2,857
34 Analysis of changes in financing during the year
Groun
Snane share and resene Subordinates labikes
i3 205 2014 206 20s Fe
£m £m £m £m £m Em
At 1 January 44,281 44,250 43 629 27,030 30,485 33,134
Issue of subordinated Fabiliies — — 1438
Redempiion of subordinated Eabilities {10,558) (2,278} (4,181)
Met cash cutfiow from financing — — — (10.558) (2,279) (2,743)
Redermption of preference shares. — — 517 — — —
Curmency translation and other adjustments 16 £l 4 3,041 (1,160) 7
At 31 December 44,287 44 231 44 250 18,515 27030 30,468
Earis
Snare share and resenve Subordinates labi es
AHE 2ME 2014 20 ENT A4
£m £m £m £m £m Em
Af 1 January 33,400 33,380 3218 25,534 27480 30,566
Issue of subordinated labilties — — 832
Redemplion of subordinated Eabilities (10.535) (1,884) 4,121)
Met cash outfiow from financing — — — {10.,535) {1,884) (3.288)
Redermption of preference shares. — — 87 — — -
Cumency translation and other adjustments 16 H 4 2aM (52) 202
At 31 December 3416 33,400 33,389 17,870 25,534 27 480
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35 Analysis of cash and cash equivalents

Group (1) Eank {2)
3ME ams M4 ME M A4
£m £m £m £m £ Em

At 1 January
- cash 92,081 80,181 B7.340 o2 E21 E2ET5 BE,056
- cash equivalents 0.004 17117 20,618 13.mez 18,385 28,572
102075 107,208 127 85 106613 101,370 124,628
Met cash (outflow)infiow (4, 04E) (5.233)  (20,848) (7.540) 5,243 (23,258)
Af 31 December 98,027 102075 107,308 @B073 108413 101,370

c -

Cash and balances at central banks 73813 T8 bl T3.BE3 TOE1S 76,804 70,952
Treasury bills and debt securities 358 1445 1821 35 1179 730
Loans and advances to banks 23,858 21,631 31,504 28,143 28,530 20,678
Cash and cash equivalents 8802y 102075 107,308 @a0ry  IDEE12 101,370

Mites
1) Inchudes cash oolimteral posied wilh bank counterpartes in respect of derbalive ksl Bes of £5,653 millon (20MS - £51,0485 milllon, 2044 - £11,258 millon).
) Inchudes cash ooliyleral posled wilh bank counterpartes in respeck of derbalive IabliSes of £5,653 millon (2015 - £90.243 milllon, 2044 - £90,545 millon).

Cerfain members of the Group are reguired by |aw or regulation o maintain balances with the ceniral banks in the jursdiclions in which
fhey operate. These balances are sef out below.

2096 2015 24
Bank of England £0.5bn £D0.5bn E0.8bn
US Federal Reserve — — $1.3bn
Die Mederandsche Bank — £0.2bn £0.1bn
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36 Segmental analysis

(a) Reportable segments

The Group continues fo deliver on its plan fo build a strong,
simple and fair bank for both customers and shareholders. On 5
December 2016 the Corperate & Institufional Bankang {CIB)
business was re-branded as MafWest Markets (MWM]) in
readiness for cur future ring-fenced structure: this induded the
renaming of the reportable cperating segment as NatWest
Markets. MatWest Markets will continue o offer financing. rates
and curencies products to its cusiomers. Reported operating
segments are as follows:

Organisational structure

The Group continues fo deliver on its plan fo build a strong,
simple and fair bank for both customers and shaneholders.
Reportable operating segments are as follows:

Personal & Business Banking (PEE) comprises two repartable
segments; LUK Personal & Business Banking (UK. PBB) and
Ulster Bank Rol. UK PBB senves individuals and mass affluent
custormners in the UK together with small businesses (generally up
fo £2 millicn turnowver). UK PEB includes Wister Bank customers
in Morthern Ireland. Ulster Bank Rol serves individuals and
businesses in the Republic of Ireland (Rol).

Commerdial & Private Banking (CPB) comprises two reportable
segments; Commercial Banking and Privabe Banking.
Commercial Banking serves commercial and-corporate
custorners in the UK and Western Europe. Private Banking
serves UK connecied high net worth individuals.

HatWest Markets (NWM), formerly Corporate & Instiutional
Banking (CB), serves UK and Western European corporate
customers, and ghobal financial institutions, supporied by trading
and distribution platforms in the UK. US and Singapore.

Capial Resolution was established to execule the sale or wind
down of most of the global footprint. from 38 countries to 13, and
frade finance and cash management cutside fhe UK and Ireland.
Additicnally non-sirategic markets, portfolio and banking assets
dentified are being sold or wound down.

RBS ple Annual Report and Accounts 2016

Williams & Glyn (WA E) refers to the business formerly intended
to e divesbed as a separate legal entity and compeises the RBS
England and Wales branch-based businesses, along with certain
smiall and medium enterprises and corporate activities across the
UK. During the period presented WEG has not operated as a
separate legal entity. The perimeter of the segment currently
reporied does not include certain portfolios that were ultimately
infended to be divested such as the Scottish branch based
activity of MatWest and MatWest Business Direct.

Cenfral tems & other includes comporate functions, such as RES
treasury, finance, risk management, complance, legal,
commumnicafions and human resources. Central functions
manages RBS Group capital resources and RBS Group-wde
reguiatory projects and provides senvices to the reportable
segments. Balances in relation to RBS| Holdings, Citizens and
the intemational private banking business that are included in
disposal groups are nchuded in Central itemns in the relevant
penads.

RBS International

The Royal Bank of Scofland International (Holdings) Limited
(RBS| Holdings) was sold to RBSG on 1 January 2017 in
preparation for ring-fencing. RES| Holdings is classfied as a
disposal group at 31 December 2018 and ifs assets and abilities
presented in aggregate in accondance with IFRS 5. RBSI
Holdings which was mainly reported in the RBS Intermaticnal
reportable operating segment, is no longer a reportable segment
bbut presented as a discontinued operation and comparatives
have been re-presenied accordingly.

Citizens Financial Group

The Group sold the final franche of its interest in Ciizens
Financial Group, Inc. during the second half of 2015
Consequently, Cifizens was classified as a disposal group at 31
December 2014 and presented as a discontinued operation until
Cictober 201 5. From 3 August 2015 until the final tranche was
sold in October 2015, Citizens was an associated underiaking.
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36 Segmental analysis conbnued
et Mo Ceprecizfion  Impaiment

Infi=rest Inferest Told  Cpeming and reemses  Cperafing

Income Income nmme spemses  amortsafion {osses]  profibicss}
018 £m £m £m £m £m £m Em
UK Personal & Business Banking 4341 BET 5288 (3.498) —_ (B3] 17T
Ulster Bank Rol 408 167 578 (324 — 112 54
Persenal & Business Banking 4750 1.124 5874 4,122) — ] 1.781
Commercial Banking 2478 1.251 3730 (1.388) {135) (213) 1.513
Private Banking 407 208 615 {452) — 3 166
Commercial & Private Banking 2 686 1459 4,345 (2,321) (135) (210) 1678
Haf\West Markets 78 1470 1,548 (1.814) — — (6]
Capital Riesolution 256 (B56) 400y  {4.035) {12 (204)  4,741)
Wiliams & Giyn @58 7@ Bay 450) — [42) M5
Cendral iterms & other (340) 259 (81)  2.0a) {621) (12)  (2.730)
Total 8.283 3B 12123 (14.558) (788) (528)  (3,732)
s
UK Personal & Business Banking 4283 Beg 5.281 (3,840) — T 1,628
Ulster Bank Rl ] 165 i) {383) — 141 308
Persenal & Business Banking 4,624 1.183 56811 (4,023) — 148 1,936
Commercial Banking 2213 1.257 347 1.413) [141) (L] 1.547
Private Banking 410 208 18 (1.018) — {13) (413}
Commercial & Private Banking 2623 1465 4,088 (2,431) (141] (82) 1434
Maf\West Markets 82 1440 1522 (2,031) — ] (504}
Capital Resclution 440 (24) =] (4,524) (28] 81 (3.428)
Wiliams & Giyn E58 175 B33 {387) — {15) 431
Cendral iterms & other (148) {512) 981y {1450 [BBS) 1 {3.105)
Total 8,282 3657 11,830 (14 346) (1,165) 838 (3.234)
UK Personal & Business Banking 4377 1.172 5449 (3.832) — [154) 1,663
Ulster Bank Rol 487 137 604 (388) — 306 542
Persenal & Business Banking 4744 1,309 6,053 (4,000) — 162 2,205
Commercial Banking 2130 1231 341 (1,408) [141) (83) 1,768
Private Banking 454 235 BED {506 — ] 188
Commercial & Private Banking ) 2584 1,568 4150 1,872) (141} {80) 1,957
MafWest Markets 17 1.842 2,058 (2,258] — T (183)
Capital Resclution Bl 1.089 1,687 (1,786) (28) 1.283 1.466
Wiliams & Giyn i) 168 BA2 {328) — {55) 471
Cendral iterms & other ) (273) [434) (7O07) _ {2.135) (48] 12 {3,578)
Total 8,744 5,660 14404  (12.488) (B17) 1,328 2,328

A5 3Ms M4
Infi=r rizr Inter
Evismal  s=pment Total Exesma  segment Total E=mal  segment Tota

Total revenue Em £m £m Em £m £m £m £m Em
UK Personal & Business Banking 6,230 52 6,201 6,185 50 6,245 6,351 39 6,380
Ulster Bank Rol 860 2 662 640 15 855 872 50 a2
Persenal & Business Banking 6,300 il 6.853 6,635 Lis] G.800 7023 a8 7.112
Commercial Banking 3,048 228 3BT 3482 42 3.524 3,554 51 3,608
Private Banking 567 173 740 577 181 it 624 240 a4
Commercial & Private Banking 415 401 4618 4,058 233 4,282 4,178 jelel| 4 468
MafWest Markets 1,854 367 220 16872 1,189 3,071 2,541 1,212 3,753
Capital Resclution (344) TEBE 4432 748 1.455 22N 2,597 2811 5208
Wiliams & Giyn 2 — B12 020 — 220 L — 054
Cendral iterms & other 2093 (1,838 455 1662 (2052 (1,360 1818 (4203] (2385)
Total 15,828 — 15629 16,024 — 16,024 18,111 — 18111
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36 Segmental analysis conbnued
HE HHE M4
Inite=r rier Inter
Ewiemal  sepment Tolal Extemal segmert Tatal Eviemal  segment Tok
Total income Em £m £m Em £m £m £m &m Em
UK Personal & Business Banking 5,270 28 5,288 5,189 82 5,281 52481 a8 5440
Uister Bank Rol 584 (3) LTl GED (18) 5460 fi 45 B04
Persenal & Business Banking 5,854 20 5674 5,768 43 5,811 5810 143 6,053
Commercial Banking 3967 {237) ] 3835 (385) 3470 3,808 (345 3481
Priwate Banking ) 513 102 615 508 110 818 2 147 {at=3]
Commercial & Private Banking 4,480 {135) 4.345 4,343 (266) 4,088 4,348 [188) 4,160
MatWest Markets 1,887 (148) 1548 1557 (38) 1522 2,178 [118) 2,058
Capital Resolution (479 e (400} 446 (1007 348 2,034 (38 1.887
Wiliarms & Giyn a52 {15) BT aE2 (18] 833 ar2 [0 aE2
Cendral iterms & other (281) 20D (81) {1,027) g} (BE1) (B40) 233 707}
Taotal 12,123 — 12123 11,830 — 11838 14,404 — 14404
HE ME _m4

Cost i Cost o Costin
moquine Theed arguine heed acquire fved
azsets and mssets and azpets and
Intangibie Intangivie Intangisie
Azsels  Liobilles msEets Aggels UnoiRes P Astets  Llabibes azsets
Em £m Em £m £m £m Em Em
UK Personal & Business Banking 138408 148,743 127)067 140585 — 118,783 136,823 _
Ulster Bank Rol 24,112 18,300 2264 15837 — 2473 17,882 —
Persenal & Business Banking 163,520  168.043 148,331 150422 — 142,242 154,785 —
Commercial Banking 107,000 107434 ba,BEI 4840 214 90877 BOT2 218

£m
288
Private Banking 12828 26.673 — 11,606 23253 — 12241 22,860 2

Commercial & Private Banking 118,718 134,107 288 108,578 113,105 214 102813 112432 238
MafWest Markets 231,527 223424 —  M37TE0 194233 10 281,810 261472 —
Capital Resolution 126,116 117,552 i] 167,633  185.453 3 34440 I77.858 135
Wiliams & Giyn 20,508 24230 — 20,117 MM — 19,563 22,085 —
Cendral iterms & other 136234 04620 1,088 133,541 90880 1,21 184,300 160,082 1.041
Todal 797,814 761,085 1,382  B12181 770 284 1448 1,045,332 997,804 1415

Segmental analysis of assets and liabilties ncluded in disposal groups:

E IS 34
ez Laniles Aazets Linnillies Azzets Linnillies
) £m Em £ Em £m Em
Commercial Banking — — — — 2 —
MafWWest Markeis — — — — 18 14
Capital Resolution — — 130 251 L] 2
Ceniral items & other 8,388 23,381 3,258 2,728 B0, BET 71,268
Total 8,366 23,381 3488 2,860 81,033 71,284
Segmental analysis of goodwil is as follows:
UK Fersora
A EBusiness  Commencia Frivalz

Barking  Banking Barkng  ABEl Totn
Em Em £m Em Em
At 1 January 2015 3,42 1,807 706 300 6,255
Transfer to disposal groups — _ {2200) — (220}
Currency translation and other adjusiments — — 2 — 12
Wirite down of goodwill - continuing operations — — [4BE] — [4848)
At 1 January 2018 32 1.807 — 300 5,540
Transfer to disposal groups — — — (300) (300)
At 31 December 2018 32 1,807 — — 5,240
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36 Segmental analysis conbnued
(b) Geographical segmenis
The gecgraphical analysss in the tables below has been compiled on the basis of location of office where the fransactions are recorded.

Bestol

UK UEA Eumpe he Workd Total
HME £m £m £m Em Em
Total revenue 14,349 ] T84 M6 15,628
Met interest income 7825 83 360 18 £.288
Het fees and commissions 2,203 g 170 g2 2444
Income from trading activifies a18 1549 i) 18 863
Other operating income 426 (356) 48 hl 528
Tioal income 11,072 218 644 180 12,123
Operating (lossVprofit before tax (2,023) (1,852) (BO) 23 (3,732)
Total assets 718,705 44512 303N 4,186 TO7.014
Of which assats held for sale 7,960 — Jar — B.366
Total liabilities BED.015 44812 24784 3584 7E1.885
Of which liabdities held for sale 21,328 — 2,082 — 233
Het assets attributable to equity shareholders and non-controlling interests 20.7ED {100} 5,537 802 35810
Contingent liabilities and commitments 142,150 39 37ma 1 146,528
Cost to acquire property, plant and equipment and intangible assets. 1314 3 M 11 1,382
s
Total revenue 1,182 252 16,024
Met interest income 58 146 B.282
Met fees and commissions 134 71 2,825
Income from trading activities i (24) 012
Other operating income (34) (37] (80}
Tiotal income e 156 11,938
Operating (lossVprofit before tax 431 (317 (3.224)
Total assets 33,258 18,730 812181
Of which assets held for sale 1,251 2,220 3486
Tiotal liabilities 31,298 18,331 770284
Of which liabdities held for sale 418 2,546 2,980
Met assets attributable fo equity shareholders and non-controfling interests 13,181 1337 8,290 388 41807
Confingent liabikties and commitments 128 478 9729 11,148 82 150,047
Cost to acquire property, plant and equipment and intangible assets. 1,330 7 H ar 1448
2014
Total revenue 15,4683 1234 1,848 44 18,111
Het interest mcome TATS 217 783 268 B 744
Met fees and commissions 2503 285 483 148 3428
Income from trading activifies 314 B47 il | 28 1,150
Other operating ncome {2l kil 75 (20 1,081
Total income 11,247 1,124 1,812 425 14,404
Operating loss before tax ar3 382 1,619 (48] 2328
Total assets TE3 430 183174 45,861 32,817 1,045,382
Of which assats held for sale 4B 80,985 — — B1,033
Tiotal liabilties TELEE0 1874 40,454 32,160 007,604
Of which liabdities held for sale 2 71282 — — 71,284
Met assets attributable fo equity shareholders and non-controfling interests 25,TED 15,753 5,507 A48  47.6BE
Confingent liabilties and commitments 104,368 83,947 37,273 4258 234 BET
Cost to acquire property, plant and equipment and intangible assets 1,025 233 133 13 1415
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37 Directors’ and key management remuneration

The directors of the Bank are also directors of the holding company and are remunerated for their senices to the RBS Group as a
wihole_ The rermuneration of the directors is disclosed in the Report and Accounts of the RBS Group.

016 AN

Directors’ remuneration EDOD £000
Mon-executive direciors emoluments. 1,468 1,466
Chairman and executive directors emoluments 5.8 A, 781
T.267 T.247

Amounts receivable under long-term incentive plans and share option plans fr e 324
8.260 7,671

Mo directors accrued benefits under defined benefit schemes or money purchase schemes during 2018 and 2015,

The executive direciors may participate in the company's long-term incentive plans, executive share optien and sharesave schemes and
details of their interasts in the company’s shares arising from their parficipation are given in the Directors’ remuneration report in the
Report and Accounts of the RBS Group. Details of the rermuneration received by each director is also given in the Directors”
rermuneration report in the Report and Accounts of the RBS Group.

Compensation of key management
The aggregate remuneration of direciors and cther members of key management during the year, bome by the RBS Group, was as
follows:

2ME .1y L

B0 E000

Short-term benefits 70,350 18,385
Post-employment benefits 471 435
Share-based payments 2608 3472
23427 23,302

ey management comprises members of the RBS Group Executive Commities.

38 Transactions with directors and key management

{a) At 31 December 2018, amounts cutstanding in relation to fransactions, arangements and agreements entered into by authorised
institufions, as defined in UK legislation, in the Group, were £207, 284 in respect of loans to four persons who were directors of the Bank
at any time during the financial period.

(b} For the purposes of I1AS 24 Related Party Disclosures’, key management comprise directors of the Bank and members of the RBS
Group Execuiive Commitiee. The captions in the Group's primary financial statements include the following amounts attnbutable, in
aggregaie, o key management

016 AN
) ) E000

Loans and advances to customers 327 2,741
Customer accounts 17045 12,332

ey management have banking relafionships with Group entities which are enfered info in the normal course of business and on
substantially the same terms, including interest rates and security, as for comparable transactions with other persons of a similar
standing or, where applicable, with other employees. These fransactions did not involve more than the nomal risk of repayment or
present other unfavourable features.

Key management had no reportable fransactions or balances with the holding company.

RBS ple Annual Report and Accounts 2016 223

451/487



Motes on the accounts

EDINETOOOO
O00DOo00oOoO00oo00o0o000oO0Ooo(es99l)
oOoOooodn

39 Related parties

UK Government

On 1 December 2008, the UK Government through HM Treasury
became the ultimate coniroliing party of The Royal Bank of
Secofland Group plc. The UK Gowermnment's shareholding is
managed by UK Financial Investments Limiled, a company
wiholy owned by the UK Government. As a result. the UK
Gowvernment and UK. Govemment controlled bodies became
related parfies of the Group. During 2015, all of the B shares held
by the UK Government were converted info ordinary shares of £1
each.

The Group enters into fransactions with many of these bodies on
an arm's length basis. Transactions include the payment of: taxes
principally UK corporation tax {see Note &) and value added tax;
nafional msurance confributions; local authority rates; and
regulatony fees and bevies (including the bank levy and FSC5
lewies (see Note 30)); together with banking transactons such as
loans and deposits undertaken in the normal course of banker-

Bank of England facilifies
The Group may pariicipate in a number of schemes operated by
fhe Bank of England in the normal cowrse of business.

Members of the Group that are UK authorised institutions are
required to maintain non-nterest bearing (cash ratio) deposits
with the Bank of England amounting to 0.18% of their average
eligible liabifies in excess of £600 million. They also have
access to Bank of England reserve accounts: sterling current
accounts that eam interest at the Bank of England Rate.

Interest receivable

Interest payable

Fees and commissions receivable
Feas and commissions payable
Comim 5

Diiscontinued operations

40 Ultimate holding company

The Group's ulimate holding company is The Royal Bank of
Seofland Group ple which is incorporated in Great Britain and
registered in Scotland. As at 31 December 2015, The Royal Bank
of Scofland Group ple heads the langest group in which the Group
s consohdated. Copies of the consolidated accounts may be
obtained from The Secrefary, The Royal Bank of Scofland Group
plc, Gogarburn, PO Box 1000, Edinburgh EH12 1HO.

Following placing and open offers by The Royal Bank of Scotland
Group ple in December 2008 and April 2008, the UK
Gowvernment, through HM Treasury, currendly holds 71.3% of the
issued ordinary share capital of the holding company and is
fherefore the Group’s ultimate controling party.

41 Post balance sheet events

There have been no other significant events between 31
Diecember 2016 and the date of approwal of these accounts.
wihich would require a change to or additional disclosure in the
accounts.

RBS ple Annual Report and Accounts 2016

The tabde below discloses items included in income and
operating expenses on transactions between the Group and
fellow subsidiaries of the RBS Group.

Crher related parties

(a) Inmtheir roles as providers of finance, Group companies
provide development and other types of capital support to
businesses. These mvestments are made in the nomnal
course of business and on amm's length terms. In some
instances, the investment may extend to ownership or control
ower 207 or more of the woting rights of the investes
company. However, these investments are not considered to
give rise to transactions of a materialty requiring disclosure
under A5 4.

{b) The Group recharges The Royal Bank of Scotland Group
Pension Fund with the cost of administration senvices.
incurred by it The amounts involved are not material fo the

Group.

() Im accordance with 1AS 24, transactions or balances between
Group entifies that have been eliminated on consolidation are
niot reported.

(d) The capticns in the primary financial statements of the parent
company include amounts atiributable to subsidianes. These
armounts have been disclosed in aggregate in the relevant
notes to the financial statements.
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42 Related undertakings

Group legal entifies and activities at 31 December 2016

In accordance with the Companies Act 2008, the Bank's related undertakings and the accounting treatment for each are Ested below. Al
undertakings are wholly-owned by the Bank or subsidiaries of the Bank and are consoldated by reason of confractual control {Section
1162(2) GA 2006), unless otherwise indicated. Group inferest refers to ordinary shares of equal values and voling rights unless further
analysis is provided in the notes. Activiies are classified in accordance with Annex | to the Capital Requirements Directive ("CRD IV7)
and fhe definitions in Article 4 of the Capital Requirements Regulation. All other reguirements of the Capital Requirements (country-by-
country] Reporiing Regulafions 2013 will be published on the RES Group's website.

The following table details active related undertakings incorporated in the United Kingdom which are 100% owned by the Group and
fully consoldated for accounting purposes.

Entfty name ity pddress

Widam & Company Group PLC BF 25 5t. Andrew Square, Edinburgh, EHZ 1AF, Scotland

wdam & Company Investment Management Lid BF [25 5t. Andrew Square, Edinburgh, EHZ 1AF, Scotland

Widam & Compary PLC ] [25 5t. Andrew Square, Edinburgh, EHZ 1AF, Scotland

\Caledanian Seepers Rall Leasing Lid [EF 1 Princes Street, London, EC2R 6P8, England

\Care Homes 1 Lid BF 135 Bishopsgate, Londan, ECIM 3UR, England

Care Homes 2 Lid BF 135 Bishopsgate, Londan, EC2M 3UR, England

)Care Homes 3 Lid BF 135 Elshopsgate, Londan, EC2M 3UR, England

ICare Homes Hoioings Lid BF 135 Bishopsgate, Landan, EC2M 3UR, England

iChurchill Management Lid BF 1 Princes Streed, London, EC2R P8, England

\Coulis & Campany BF ka0 Strand, London, WC2R @S, England

\Couis Finance Compary BF K40 Strand, London, WC2R DES. England

\Desertiands Ememainment Lid BF IThe Guadrangie, The Promenade, Chelenham, GLS0 1PX, England

IDsiant Flanet Productions Lid BF [The Guatrangle, The Fromenade, Chelentam, GL50 1FX, England

IDtwan Mators Developments Lid BF 1 Princes Street, London, EC2R 6PE, England

Esme Laans Ltd BF 135 Blshopsgate, Landan, EC2M 3UR, England

IEuro Sales Finance Pic BF [Emih House, P0Gy 343, Elmwood Avenue, Felthiam, TW13 TWH, England

|Farming and Agricultural Arance Lid BF (280 Bishopsgate, Landon, ECIM 4RE, England

15 L Trains Ltd BF 1 Princes Street, London, EC2R 5F8, England

\Gatehouse Way Developments Lid BF 1 Princes Street, London, EC2R 6P8, England

Heartlands (Ceniral) Lid BF (24725 52 Andrew Square, Edinburgh, EH2 1AF, Scofand

Helena Productions Lid BF [The Guatrangle, The Promenade, Chefienham, GLS0 1PX, England
(Fublic Houses) Lid BF 1 Princes Streed, London, EC2R 6P8, England
Holdings Lid BF [A475 52 Andrew Square, Edinburgh, EH2 1AF, Scobiand
Praperiies Lin EF R4725 51 Andrew Square, Edinburgh, EH2 1AF, Scotland

ILand Optians (West) Lid NV (4725 52 Andrew Square, Edinburgh, EH2 1AF, Scolland

ILecknampion Finance Lid BF [The The Promenade, Chelenham, GLS0 1PX, England

jLomband & Lster Lid BF [11-15 Danegall Square East, Beifast, BT1 S0, Korthem Ineiand

lLombard Business Firance Lid BF Bishopegate, Landan, EC2M RS, England

Lombard Business Leasing Lid BF Blshopsgate, Landan, EC2M 4RS, England

lLomband Charterhire Lid BF (250 Bishopsgaie, Landan, EC2M 4RS, England

lLombard Corparate Finance (3) Lid BF 1 Princes Street, London, EC2R 6PE, England

lLomband Corporate Finance (6) Lid BF [The Guadrangie. The Promenade, Chelenham, GL50 1PX, England

lLomband Corparate Firance (7) LD BF [The Guatrangle, The Fromenade, Chelentam, GL50 1FX, England

lLombard Corpaorate Firance (10 Lid BF [The Guatrangle, The Promenate, Chellentam, GLS50 17X, England

lLombarnd Corporate Finance (11) Lid BF [The Quadrangle, The Promenade, Chelenham, GLS0 1PX, England

lLomband Corporate Firance (13) Lid BF [The Guatrangie, The Fromenade, Chelientam, GL50 1FX, England

ILombard Corporate Fimance (14) Lid BF [The Guadrangle, The Promenade, Chellenham, GL50 1PX, England

lLomband Corporate Finance (15) Lid BF [The Guadrangie. The Promenage, Chelenham, GL50 1PX. England

lLomband Corporate Firance (December 1) Lid BF [The Guatrangle, The Fromenade, Chelentam, GL50 1FX, England

ILombard Corparate Finance (December 3) Lid BF [The Guadrangle, The Promenade, Chellentam, GL50 1PX, England

lLomband Corporate Firance (June 2) Lid BF [The Guatrangle, The Promenade, Chelentam, GLS0 1PX, Englard

lLomband Discount Lid BF (280 Bishopsgate, Londan, ECIM 4RE, England

ILombard Finance Ld BF (250 Blshopsgate, Londan, EC2M 4RE, England

jLombard Inftial Leasing Lid BF (250 Bishopsgate, Langon, EC2M 4RS, England

lLombard Leasing Contracts Lid BF 1 Princes Sfreet, London, ECZR BPE, England

iLomibard Lessors Lid BF 250 Bishopsgate, Londan, EC2ZM 4R35, England

lLomband Martime Lid BF (280 Bishopsgate, Londan, EC2M 4RS, England

iLombard Morth Central Leasing Lid BF 30 Bishopsgate, Langan, EC2M 4RE. Englard

For notes o this iatle refer to page 238,
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L

citsttry WAddress

280 Bishopsgate, London, EC2M 4R8, Engiand

1 Princes Sinest, London, EC2R 8PB, England

1280 Elshopsgate, London, EC2M 4RE, England

780 Bishopsgate, London, EC2M 4RE, Engand

1280 Eishopsgate, London, EC2M 4RA, England

1280 Elshopsgate, London, EC2M 4RB, England

780 Bishopsgate, London, SC2M 4R8, England

280 Eishopsgate, London, EC2M 4RB, England

The Quadrangie, The Promeanade, Cheteninam, GL50 1PX, England
135 Bshopsgate, London, EC2M LR, England

135 Bishopsgate, London, EC2M 3UR, England

135 Blshopsgate, London, EC2M 3UR, England

1 Princes Sinest, London, EC2R 8PE, England

135 Elshopsgate, London, EC2M 3UR, England

135 Blshopsgate, London, EC2M 3UR, England

135 Bishopsgate, London, EC2M 2UR, England

135 Bishopsgate, London, EC2M 3UR, England

135 Bishopsgate, London, SC2M LR, England

1 Princes Strest, London, ECZR SPB, England

135 Elshopsgate, London, EC2M 3UR, England

Greal 51 Helen's, Landion, EC3A 6AF, England

(35 Greal St Helen's, Landan, EC3A 6AR, England

(35 Great 51 Helem's, Landon, ECIA 6AP, Enigland

The Quadrangle, The Promenads, Chefterinam, SL50 19X, England
The Quadrangie, The Fromenade, Chetterinam, GLS0 1PX, England

HEIEE R R R R R R

T;ﬁ

|Smiih House, PO Box 343, Elmwood Avenue, Faliam, TW13 TWH, England
The Quadrangie, The Promenade, Chellennam, GLED 19X, Engiand
135 Bishopsgate, London, ECZM 3UR, England

135 Bishopsgate, London, EC2M 3UR, England

24/75 St Andrew Square, Edinburgn, EHZ 1AF, Scofland

1 Pringes Sarest, London, EC2R 8P8, England

(The Quadrangle, The Promenade, Chiellennam, GLED 19X, Engiand
The Quatrangie, The Promenane, Clellennam, GL50 19X, Engand
The Quadrangle, The Promenade, Chellennam, GLS0 19X, Engiand

R HH PR B R R R

The Quadrangie, The Promenade, Chellennam, GLS0 19X, Engiand
St Andrew EHZ 14F, Scoflana
Quadrangie, The Promenace, Chelternam, GLSD 1PX, Engand
135 Blshopsgate, London, EC2M 3UR, England

135 Behopsgale, London, S0M 2UR, Engiand

135 Blsnopegale, London, ECM 3UR, Engiand

34725 ST Andrew Square, Ednburgh, EFZ 1AF, Scoland

24/75 5t Andrew Square, EQNburgn, EFZ 1AF, Seotand

(34725 St Andrew Square, Edinburgh, EHZ 1AF, Scofand

34725 ST Andrew Square, Ednburgn, EFZ 1AF, Scoland

The Quatiangie, The Promenate, Chelleniam, GL50 19X, Engand
135 Bishopegale, London, ECM 3UR, Engiand

135 Bishopsgale, London, E02M 3UR, England

135 Elshopsgate. London, SCoM 2UR, England

(34725 5T Andrew Square, Ednburgn, EFZ 1AF, Scoland

Fiouse, Emwood Avenue, Feliham, TPH3 TG0, England
FIOUEE, EIMTe0od AVENUE, Felitam, T3 730, England
(34725 51 Andrew Square, Ednburgh, EFZ 1AF, Scolland

36 51 Andrew Square, Edinburgh, ERZ 28, Scofland

£2

Fuut mtesh:lhrsu'.lemfa'tnpagem
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Enify name

|Address

RBS Proparty Ventures Imvesiments Lid

(2425 5t Andrew Square, Edimburgh, BH2 1AF, Scolland

RBZ Residendal erure Mo 1 Lid

by
E‘r

135 Benopsgale, London, S0oM 2UR, Engiand

secured Fundlng LLF

1 Princes Sirest, London, ECIZ‘REPE. Ehga'l:l

Lid
II'Lkd

S

B3 Capial Lid B 24775 51 Andrew Square, Ednburgh, EH2 1AF, Scoliand

SEAF (2 Lid The Quadrangle, The Promenade, Cheftenham, SLS0 19X, England
SEAF |4) Ld The Quadrangle, The Promenade, Chellernam, LS50 19, England
BSSAF (6) Lid IThe Quadrangle, The Promenade, Cheliennam, LS50 1PX, England
SZAF (7)Lid E The Quadrangle, The Promenade, Chefienham, SLE0 12X, England
SSAF (5) LD IThe Quadrangle, The Promenade, Cheliennam, GLE0 1PX, Engiand
SEAF (10) Lid The Quadrange, The Promenade, Chafienham, GLE0 19X, Engand
= (11) Lid The Quadrangle, The Promenade, Cheltenham, GLED 19X, England
SEAF (12) L The Quadrangle, The Promenade, Cheliennam, GLED 1PX, England
SEAF (25) L The Quadrangie, The Promenade, Chefienhiam, GLE0 12X, Engand
STAF (26) Lid The Quadrangle, The Promenads, Chellernam, LS50 19X, Engiand
Rioesl Lid (280 Bishopsgate, London, EC2M 4RE, England

Robascof Deviap Lid (24725 5t Andrew Square, Edinburgh, EH2 1AF, Scofland

obaSoot Equity Lid 34725 5 Andrew Square, Edinbungh, EHZ 1AF, Soalland

pbaSCol Veniures Lid 24775 51 Andrew Squane, Edinburgh, EH2 1AF, Scolland

1 Princes Strest, London, EC2R 3PB, England

[24/25 St Andrew Squane, Edinburgh, EH2 1AF, Scolland

|=miEh House, PO Box 50, Emaood Avenue, Feliiam, TW13 TG0, England

3l Bank Leazing Lid

(4725 St Andrew Square, Ednburgh, EHZ 1AF, Soolland

(24725 St Andrew Squane, Ediniburgh, EH2 1AF, Scolland

S

135 BenopEgale, London, EC2M 3R, Engiand

24125 5t Andrew Square, Edinburgh, EH2 1AF, Scolland

Bank enbures Lid [A/25 5t Andrew Square, Edinburgh, EH2 1AF, Scolland
Scok Leasing Lid 4775 ST Andrew Square, Ednburgh, EHZ 1AF, Soolland
cot Financial Senvices Lid 135 Bishopsgate, London, EC2M 3UR, England
cot Lid 280 Bishopegate, London, EC2M 4REB, England
pyScot Trust pic (280 Bishopsgate, London, EC2M 4RB, England
Eandford Leasing Lid 3 .
[5IG 1 Holdings Lid 24725 St Andrew Square, EAnburgn, EHZ 1AF, Sciiand

(=G Number 2 Lid

24125 SEAndnew Square, Edinburgn, EH2 14F, Sootland

‘Springwell Sirest Developments (Mo 1) Lid

rEnyie Finandal Senvices Lid

EEHEEE:

The Cine Account Lid 135

The Royal Eank of Scolland imvalkce Dlscounting Lid House, PO Box 50, Emaood Avenue, Feltham, TW13 TG0, England
Theabald FIim Prooudions LLP The Quadrangie, The Promenade, Chellernam, GLsh 1PX, England
Total Capital Finance Lid 1 Princes Sirest, London, EC2R 8P, England

[Ulster Bank Commendal Senices (W) Lid 11-16 Donegall Square Ezst, Beffast, 511 SUB, Northam irsand
iUister Bank Lid %] 11-16 Donegall Square Ea:t, Belfast, BT1 SUB. Korthem insand
Ulsier Bank Penghon Trustess Lid TR 11-1& Donegall Square Exst. Betfast, BT1 SUB, Northam irefand
Nayager Leasing Lid The Quadrangie, The Promenade, Cheliennam, GUS0 1P, England
W. & . Industial Laasing Lid The Quadrangie, The Promenace, Chellennam, GLs0 1PX, England
WI. & . Lease Finance Lid The Guadrangie, The Promenade, Cheliennam, SU50 1PX, England
Waficn Lake Developments Lid MY |1 Princes Sareef, London, EC2R 3PB, Engiand

West Regisier (Hotels Numbsr 1) Lid MV [24iZ5 SfAndrew Sguare, Ednburgn, EHZ 1AF, Soofland

West Regisier {Holels Numbsr 7) Lid MV [24/Z5 SiAndrew Sguare, Ednburgh, EHZ 1AF, Scofland

Wesl Reglsier (Holsls Number 3 Lid MY (2425 S Andrew Square, Ednburgn, EHZ 1AF, Sooiand

Wiest Register [Land) Lid JNV [24775 51 Andrew Square, EQnburgh, EFZ 1AF, Scotiand

Wiest Reglsier (Mornem Ireland) Propesty Lid MV [11-16 Donegall Square East. Beffast, BT1 5UB. Korihem Ireiand
Weet Reglsier (Project Devalopments) Lid MV [2425 S Andrew Square, Edinburgh, EH2 1AF, Scotiand

sl Regisier (Propesty Invesamenis) Lid MV [24iZ5 SIAndnew Sguane, Ednburgn, EHZ 1AF, Sotand

Wiesl Regleier |Realisatians) Lid MV [24i75 S Andrew Square, Edinburgn, EHZ 1AF, Scoiland

Weel Reglsier {Reakdential Property Investments) Lid MY 135 Bishopsgate, London, EC2M 2UR. England

For notes o this table refer to page 238,
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Emiky namea civityr1) PdOress
West Fegister Holsls (Hakdings) Lid 24125 5t Andrew Square, Ednburgh, EAZ 1AF. Scafland |
mammmm mw.m“ﬂm.mﬂm1pﬂw
Winchocombe Finance Lid g g
W [} Property Investments Lid 11-16 Donegall Square Eas, Beffast, 511 SUS, Marmem Ireand
MR (NI} Praperty Rieslisatians L 11-1E Donegall Square Eas!, Belfast, 5T1 SUS, Marthem Ireland
The following table details active related undertakings incorporated outside the United Kingdom which are 100% owned by the Group
and fully consobidated for accounting purposes.
Country Entiby name Ciivityns PIOMeES
CTBLAE Trident Corporabe Services (Bahamas) Lid, Sulle 2008, 2nd Flaor, Cenre of
Commence, One Bay Streel, PO Bow N-3344, Nassau, JE4 BND
B, Leasing BOA One Lid 22 \ictoria Street, 14 Benmidiana Road, Hamibon, HW1Z
iGrazll 'RBS Assessoria Lida Fua Iguatemi, 151, conl. 161, CEP 01451-011, Cidage de 3ao Pauio
23125 Broad Sinesf, S Heller, JE4 END
‘Coults House, 143E, Wesl Bay Foad, PO Box 707, Gecrgetown, Grand
Cayman, K 1-1107
Corporate Services Limited, PO Box 39, eange Tawn, Ugiand
Grand Cayman Ky1-1104
(Cayman [slands  Redlion Invesiments Lid 0 Coutls House, 144E, West Bay Foad, PO Box 707, Georgeiown, Grand
Cavman, kY 1-1107
ICayman [slands  Redshield Holdings Lid _"-‘-’"‘ 3 Trust {Cayman)Limited, CIfton Housa, 75 Fart Sires], PO Bax 1250,
Grand Cayman, KY1-1108, Cayman Islands
ICayman [slands  Royhaven Secretaries Lid B ‘Coutls House, 1446, West Bay Road, PO Box 707, Geargelosn, Grand
Cayman, Ky 1-1107
\Dermark \Alrskie Properties ASS Denmark AS z o Wisma Senices, Lyskaer 3 CO, Herev, 104 40 Dermark
EMImd Alrskie Properties Denmark AS B cho WIsma Senices, Lyskasr 3 CO, Herev, 104 40 Denmark
Denmark Kasirup Commuter KIS B CA0 WISMa Senices, Lyskaer 3 CO, Heney, 104 40 Denmark
Denmark Kaslnup Hangar 5 KIS : c'o Wiema Sanieas, Lyskasr 3 CO, Herev, 104 40 Denmark
Dermark Kastrup W & L Bullding K5 B cho Wisma Sendoes, Lyskasr 3 CO, Herev, 104 40 Denmark
and Ariul Kirdettat Oy B D Mordlsy Reming O, Exelaespianadl 12, Box 14044, FI-00130 Finiand,
HelsIngiors.
and Fab Exends Formanshagen 4 B G0 Morolsx Reming O, Eleiaesplanad 12, Box 14044, FI-D0130 Finkand,
HEdSINGROME.
and |Farsza Likekirieisit Oy E Morolsk Reniing OF, Efelaesplanadl 12, Bax 14042, FI1-00130 Fiiland,
HilsIngfors.
and 'KIinfelsi8 Oy Fernalan Joniotie 2 : C#0 Mordlsk Fenting O, EfslSssplanadl 12, Bax 14044, FIHI0130 Firland,
Inland ot Espoan Encresse Il “;'_.u'; REMING O Etel3esnlanad B | [l 100130 Firdand
Helsingfors.
d Kioy Espocn Milfysllanie 5 %ﬂmmm.mmm1zﬂm1mmmaﬂm
d Kiny Helsingin Mechalninkziy 1 (G0 Nordisk Reniing O, Eieigespianad 12, Bax 14044, FI-00130 Finiand,
HelSINGioE.
d Fioy Helsingin Osmontie 34 (T Modisk Renfing O, EtelSesplanad 12, Box 14044, FI-O0130 Finkand,
d Koy Helsingin Panuniie 11 CC Mondisk Renting O, Eleiaesplanad 12, Box 14044, FI-O0130 Finkand,
HelSINgiors.
d Fioy Helsingin Panunile & (G0 Mondisk Rending O, Ebeiaespianad 12, Box 14044, FI-O0130 Finiand,
HelSINgioEs.
d Ky lisalmen Kinria (/0 Norolsk Reming O, Eelaesplanadl 12, Bax 14044, FI-D0130 Fniand,
d Koy Jam=3n Keskusho esplanaden 12 cfo Nordlsk Renting Oy, 00120 Helsingfors, Finland
d Kiny KokKolan Kaarenport Fab 0 Mordlsk Rering O, Eelaesplanadl 12, Box 14044, FIDT130 Finkand,
d Finy Kiouvalan Gikeus [a PuilisiEin (G0 Mordisk Reming O, Exeiaespianad| 12, Bax 14044, FI-00130 Finkand,
HEdSINGIORE.
d Kiny Lanjan HuonakaiutEio \CD Mordisk Reniing O, Elei@espianad 12, Bax 14044, FI-00130 Fnland,
HedsIngiorE.
d Ky Mlllenrium /0 Nordisk Reniing O, EielSesplanad] 12, Bax 14044, FI-O0130 Finland,
d Koy Mummeian Para (D Mordlsk Remiing O, Eelesplanad] 12, Bax 14044, FI-00130 Finkand,
HelsINgRors:
d 'Ky Mucllan pahvEac] /0 Morolsk Remiing O, Exelaesplanadl 12, Box 14044, FI-D0130 Fnland,
Helsingfors.
d oy Pavaldisentie 1-5 (CH0 Mordlsk Rerding O, Efel3ssplanadl 12, Box 14044, FIHI0730 Finiand,
Inland Koy PelloEntle 27 “%":E Reming OY, Exldesplanad B itE 1-30430 Finland
Helsingfors.
and Koy Ralsion Kiniakulma (G0 Mordlsk Remiing O, Eisidespianadl 12, Bax 14044, FI-00130 Fniand,
and Koy Ravatiuan Kauppakeskus \CV0 Mordisk Renting O, Exelaespianad 12, Box 14044, FI-00130 Finiand,

For notes o this table refer to page 238
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Eniity name Acivttyr

| dorees

¥y Tapician Louhl 5F

[C/C Mordisk Renting O, Ebelsepianad] 12, Box 14044, FHODT30 Finkand,
Hedsingfors

iy Vapaalan Service-Gemer 5F

(G0 Mondisk Renting O, Ebel3esplanadl 12, Box 14042, FHID130 Finiand,

HEISINGIONG
[C/0 Mordlsk ReEniing O, Eeleepianadl 12, Box 14044, FHI0T30 Finiand,

%Hm %m
22, Fran| am Maln, D-50211

ey RES Deulschiand Holdings GmibH Junghafsirasse 22, Frankfurt am kMaln, D-60311
ey RES Stnuctured Financlal Senices GmibH 5 Junghafsirasse 22, Frankfurt am kMaln, D-60311
\Gbraita BS (=lbraka b Comal Road
INEUrance Lid 20 Box 254, The Albany, South Esplarade, 52 Peter Part, 51 MNF
Morar |CC Insurance Lid PO Box The South 51 Peter EY1 4MF
{Guemeay) Lid 15 1mﬁiﬁgﬁ%ﬁmﬁ iLF
Hong Kong RES Securiles Japan Lid 182 Queen's Road East
d RES Senices India Private Lid 5 Green, Toveer C, OLF 122 po2
of 5YCa5N (Ineland) Lid E Ulsier Bank Group (George's Quay, Dubin 2
of \Firss Aciive Holdings Lid ‘ister Bank Group Cendre, George's Quay, Dublin 2
of Firs? Aclive Insurances Sendcas Lid \Uister Bank Group Centre, Geonge's Quay, Dublin 2
af First Aciive Invesiments ka. 4 Lid B ‘Uister Bank Group Centre, Geonge's GQuay, Dublin 2
of First Aciive Treasury Lid Ulster Bank Group Cenfre, George's Quay, Dubin 2
o Hume Sree! Maminees Lid 8F Lister Bank Group Centre, George's Quay, Dublin 2
of Lombard Ireland Group Haldings Unillmited Uister Bank Group Cenfre, George's Quay, Dubin 2
Company
of |Lombard Irefand Lid 5 [Ulsier Bank Group Cenire, George's Quay, Dublin 2
of |Norgay Propery Lid [Ulsier Bank Group Cenire, George's Quay, Dublin 2
of 'REZ Aszed Management {Dubiin} Lid \Guld House, Gulld Sireet, IFSC, Dublin, 1
0 e RES Group Ireland Refirement Savings \isier Bank Group Cenfre, George's Quay, Dublin |
Trustes
of Ulster Banik (Iraiand) Haidings Unimited Ulser Bank Group Cenfre, George's Quay, Dubin 2
af LLister Bank Commendal Sendces Lid \Uister Bank Group Centre, Geonge's Guay, Dublin 2
of Uilster Bank Dubiin Trus{ Company Uniimiied [T Ulser Bank Group Cenfre, George's Quay, Dubin 2
Company
of Uster Bani Holdings (FiC) Lid BF ister Bank Group Cenfre, George's Quay, Dubin 2
of Ulsier Banik Freland Designaled Acihity Il Ulsier Bank Group CEnfre, George's Guay, Dubin 2
of Barik Paneian Truses: (Rl Ld TR Ulsier Bank Group Cerdre, Geome's Quay, Dubln 2
of \Uister Bank Wealln UnlimEad Company [Utster Bank Group Cendre, George's Quay, Dublin 2
of Wiaiter Propesty Lid IUisier Bank Group Cendre, George's Quay, Dublin 2
¥ \"iest Reglsl erublic o @nd} Prapert g kY
land Litd
Of Man Courtts & Co Lid
Of Man Iske of Man Bank Lid
Of Man Man Leasing Lid B
Of Man Lomibard hany Lid B
Of Man The Rayal Bank of Scolland Employment (1825
of Manj) Lid
Fondo Salustio B WEioro ARoed 1 - 31015 Canegllano
Uersey C.J. Friuclaries Lid 35 Eroad Streel, Jersey, 5t Heller
Lomibard Finance Ld Bank House, 71 Balh 22 Hedler, JE4 &RJ
= FES Inemaional Employess Pension & CoTnustess {Jersey) Limied, 23/25 Broad Sreel, 5L Heller, JE4
Trustess Lid
Uersey |Rovacol Jersey Lid E Bank House, 71 Balh Sireet, 51 Heller, JE4 GRJ
=y mm;gtmmmm Bank House, 71 Bath Strest, 52 Heller, JE4 BPJ
Bank House, 71 Balh 22 Heller, JE4 &2J

For notes for this table refer to page 230
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Couniry Entity name Aty 1 IAddress
Metherands Kalonal Westmirster inlemational 2425 5t Andrew Square, Edinburgh, EH2 1AF Scotland

B.W.

Wafitest Securtles BV Mahleraan 350 1082 ME
mmmﬁw_ masu. 1082 ME
Metherands RES Kefherands Haldings B.

Noraay BD Lagerhus AS
Moraay Elendomesaickapel Apfeno Landk AS
Morway Hafros 1 AS
Morway ok Renting AS
INCraay |Ringdalvelen 20 AS
g5 Slerpyi -
\Patand HBSNHHHIHM?MQ:.E mmﬂrﬁapﬂt l.l1-g:|55'p|iaﬂa,'|'hsaun:2-134

A0 Mondisk Renting AB, Box 14044, SE-104 40, Slocknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Slocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sncknoim
A0 Mordisk Reniing AB, Box 14044, SE-104 40, Slocknaim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sockhoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Socknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondisk Renting AB, Box 14044, 3E-104 40, Socknoim

A0 Mondisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sncknoim

A0 Mordisk Reniing AB, Box 14044, SE-104 40, Slocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sockhoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Slocknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondisk Renting AB, Box 14044, 3E-104 40, Slocknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondick Renting AB, Box 14044, SE-104 40, Socknoim
S0 Mordisk Reniing AB, Box 14044, SE-104 40, Stocknaim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sockhoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Siocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondisk Renting AB, Box 14044, 3E-104 40, Socknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Stocknoim
A0 Mondisk Renting AB, Box 14044, SE-104 40, Slocknoim
S0 Mordisk Reniing AB, Box 14044, SE-104 40, Stocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sncknoim
A0 Mordisk Reniing AB, Box 14044, SE-104 40, S2ocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sncknoim
A0 Mondisk Renting AB, Box 14044, 3E-104 40, Slocknoim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Siocknoim
A0 Nondisk Renting AB, Box 14044, SE-104 40, Slocknoim
S0 Mordisk Reniing AB, Box 14044, SE-104 40, Stocknaim
A0 Mordisk Renting AB, Box 14044, SE-104 40, Sncknoim

Norilsk Reniing A5
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|::4.|11r;' Eniity name Acivity(1)  |Address
Horisk AB G0 Mondlsk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Wordisk Spedalineest AS CiO Mondisk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Mordiska L] CiD Mondlsk Rening AB, Bax 14044, SE-104 40, Siockhoim
Pymhula 6,7 AB CiO Nondisk Rendng AB, Bax 14044, SE-104 40, Stockhoim
‘SF Kommuriastigheter AB Ci0 Mondisk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Siidocian KB (C1D Mordlsk Renting AB, Bax 14044, SE-104 40, Stockholm
Skinnardngen KB Ci Mordisk Rening AB, Bax 14044, SE-104 40, Stockholm
Splbanien KB 0 G0 Mondlsk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Sirand Eurapean Holdings AB - ICH#0 Mordisk Renfing AB, Bax 14044, SE-104 40, Siockholm
Svenskt AB 0 Ci0 Mondisk Rening AB, Bax 14044, SE-104 40, Stockhoim
Swenskt Fastighessiapkal Hoidng AR - ICH0 Mordisk Renfing AB, Bax 14044, SE-104 40, Siockholm
KB = CiO Nondisk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Tygeerkstaden 1 K5 0 G0 Mondlsk Rendng AB, Bax 14044, SE-104 40, Stockhoim
(Sweda Warsteo Flamidme KB = Ci Mordisk Rening AB, Bax 14044, SE-104 40, Stockholm
(e arsbrowlen KB 0 G0 Mondlsk Rendng AB, Bax 14044, SE-104 40, Stockhoim
Eaaiizenand Coutls & Co L 5 18, Zurich, 2022 Switzedand
FEattzernand its & Co Trusless (Sukse) A 5 du Rhdne 14, oo Regus Rue du Rhdne Sarl, 1204 Gengve
ISwiizenand RES Sendces [Swizerand) Lid I5 Erchensirasse 16, Zurich, CH 8022
iUnited Arsn 5 Dubal Dulscurce Zone, Bullding 5, Level 3, P.0. Box 2567, Dubal
iEmirates RES FEZLLC
iUnited States Candiefight Acquistian LLC B 2711 Cemtendlie Road Sulte 400, W , Delaware, 19603
United Sfales Communications Capiial Group |, LLC 5 =711 Centendlle Rioad Sulfe 400, W , Delaware, 19608
United Sfales. Communicaions Capial Group 1, LLC Z 11 Ceniendlle Raad Suke ADD, Wimington, Delaware, 10608
IUnited States Financial Assef Securlies Comp. 5 1 Centervlle Raad Sule 400, Wiimingbon, Delasare, 19603
United Sfales Greanwich Capital Derfvalives, Inc. B 2711 Cenfervile Road Sufi 400, Wikminglon, Delaware, 19608
5 1209 Siresd, Wl MEW Delawars, 2903
8F 2711 Centervlie Road Sukte 400, W , Delaware, 159508
Wil (2711 Centendlle Rioad Sufle 400, W , Delaware, 19603
11 Cemterdlie Riaad Sule 400, W gton, Delaare, 10508
IRV 711 Ceniendlle Road Sufie 400, W1 gton, Delaaare, 19605
My 2711 Cemtervlie Road Suke 400, W ghon, Delaeare, 19608
1 Cemervlie Road Sule 400, W 15808
11 Centerlle Rioad Sule 400, Wi , Delaware, 15508
1 Centervlle Road Sulle 400, W1 , Delaware, 19603
Madison A MNew York, New 1073 United States
F 11 Centerdlle Rioad Sule 400, W Delgware, 19603
F 11 |2 Rioad 400, Wl , Delaware, 15603
11 Cemendlle Rioad Suke 400, W 13803
1 Cemerdlie Road Sule 400, W 19803
1 |2 Road 400, W , Delaware, 19608
iy PO Box 936, Ml Wall, Wickhams Cay, Tormola, JE4 SkD
Mrgin Islands,  Mnster Corparate Senvices Lid
\Britksh BF PO Box 336, M Wail, Wickhams Cay, Torfol, JE4 kD
[For notes for thes table refer to page 2348.
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Th— fc:ll-:u'-ﬂng table details active related undertakings incorporated in the United Kingdom where the Group ownership is less than

\ccounting  |Group Motes
rEaINEN: 2] Interess % AJOReEE
35 CFeal 51 Helens, London, EC3A BAF England
35 Gredl 51 Heleng, London. EC3A BAP England

(=10 =11=]

35 Great 5t Helen's, Londan, EC3& 6AP England

35 reat 5t Helens, London, EC3A 6AF England

‘Uriion Plaza &h Flioaor, 1 Unlon Wynd, Aberdesn, AB10 100G

EME‘IMEMEE&W
Glliesple Road, Ednourgh, EH13 0LL
Johims HoUBE, 5 SouT Farade, Summeriown, Chdond, {3
‘Cudigrdshire, D2 TJL England

35 Great 5t Helen EC3A BAP

5O RET B

é

13-15‘I'GI‘I.EI.II:I = L!:I'Ih1 hmmu Engla

Hﬂmﬂiﬂﬂ. mmu,mmvme. 29

3HF Engiand

< Biggar Road IndusTal Estate, Cleland, Motheraell, ML1
Scodand

Wiikeladies Road, Clitan, Brisial, BSE 1NN Wales

B g ""Eﬁ%&%j

4D Berkeley Square, Landon, WW1J SAL England
D Berkeiey Square, Langdon, W1J SAL Engand

Tredt 5t Helene, London, EC3A BAP Engiand
BE Coeal = ekene Topdbon EC ﬂp%!u
a0 . Lancon, WiJSAL

A0 Berkeiey Square, Landon, W1J SAL Engand
40 Berkeley Square, Landon, W.J SAL England

z) J'! H = o a | + 4 H:
The Focester, 3114 SIW
Crueen Vickorla EC4V 4EH, England
Express Lid, Express , FIENenwic, Nr

= ADErcom House, 79 Renfrew Road, Palsley, Renfrewshire,

House, Approach, Shepperfon, Middlesex,
TW1T SAS

Engand
ILinit 7, Mestridge Tradng Esfate. Heabridge Close, Wiy
%ﬁd_ﬂﬂzﬂ. B54 4AX Wales
\Gred 5t Helens, London, EC3A BAF England
1 Printes Street, Landon, ECIR 8BP England
{0 5FM Corporabe Services Lid, 35 Great 5t Helers,

Quadrangle, The Promenade, Cheltenham, GLEO 1PX
Quadrangle, The Promenade, Cheltenham, GLE0 1PX

Vale Road, Bedminsier, Briskol, 553 550 Wales
30 3 Vincent Place, Glasgow, G1 36U Scolland

Howe Mose. Drlve, Kirkhill indusirial Estate, Dyoe, Abardasn,
ABI1 OGL Scoliand

21 Drake House, Thiree Rivers Court,

W3 1FX

Rlckmansworth, Herfordshire, W3 1FX England
7] 10 Norsich Sireet, Londan, EC4A 160 England

= I

21

20

73

=

5]

1 e B i

E Tmummmmmmmamwx

focaing Hoidngs Lid

Wiaaldland Lid
For notes for this table refer to page 238,

Wssswmssssswmw—g P
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Motes on the accounts

The following table details active related undertakings incorporated outside the United Kingdom where the Group ownership is less than
100%.

\Country Entity name
Lurar il Lid
iCayman Funding

IChina Hua Ying Securiiies Company Lid

Hall, Cricket Square, 171 Avenue, Grand
, BY1-1104 =an

rits 01-11, 15 Fioar, 19 Gaa Lang Dong Road, Wied New

iChina Suzhou Trust Co. Lid Indusirial Park, Investment Bullding, Mo. 308, Suya
Foad, Surhou, 215021, Ching
24 Demasthent Sever, 15t Floor, Micosla, 1060
B4, Boulevard Haussman, Parls, 73005

B4, Boulevard Haussman, Pans, 75008 France

[Unghafsir. 22, Frankiur, 60311
unghafsirasee 22, Frankiurt am Main, 0-60311

ST Ganioo Fund Senvices Lig, MIl Courd, La Chamotiers, St )
Peler Port 31 3GG

Pharos Eslates Lid
Clnquieme Lease G1E.

Fiversige One, Sir John Rogensons Quay, Dubln 1

& Harbourmaster Place, Dubiln 1
& Harbourmaster Place, Dubiln 1
& Harbourmaster Place, Dubiln 1
5 Harbourmaster Piace, Dubiin 1
& Harbourmaster Place, Dubiln 1
5 Harbourmaster Place, Dubiln 1
Mo 16 DAC
El3 Ceslum Struciured Funding Lid Harbourmaster Fiace, Dublin 1
CHESS Wl Lid 1] 7 3ir Jaohn Rogerson's Guay, Dubiln 2
of (Qulpic Lid F Zir John Rogerson's Quay, Dubin 2
of |The DrivedGrowa Campany Lid 0 ] Denis Crowiey & Co, Chariensd Accouriants, Unit 6
Zrove, Riverstick, Ca. Cark ireland
o* Zholid B ET Sir Janhn Rogerson's Quay, Dubin 2
Uersey mmmmmm 0 47 Esplanate, 51 Heller, Jersey, JE1 DB0
= Chess Il Lid : 1] 13 Casbe Street, St Helier, Jersey, JEA SUT
= Commerda Fropaty BE E EO Foyal Bank Hause, 71 Baih Sirest, 51 Heller JE4 ERJ
Lersey Allies Jersey Lid BF 4a Whiteley Chamibers, Don Sireet, 5 Hedler, JE4 SWG
Metherands Caphal B.V. BF o Ameteidc 166, Amsierdam, 1062 MD
Metherands M1 BN, OTH o Hoogoomadree? 15, 1101 BA Amsierdam, Nelherlands
Methenands STAR NC. 1 OTH o Hoogoomidree® 15, 1101 BA Amslendam, Netherlands
Metheriands Tulp Assef Purchace Company B 1] Claude Debussyiaan 24, Amsterdam, 1082 MD
Patand o Management 6p. Z0.0. 5 E izecka 26 Sireed, Warsaw, 02-125
(aeda Homg Fasligheter KB B C/O MNondisk Rendng AB, Box 140448, SE-104 40, Siockhoim
Eweds dndaliringsbolage mam /0 Nordisk Rendng AB, Box 14044, SE-104 40, Slockhoim
Skola KB
IEWEde Ciptimuss K5 i CiO MNondisk Rendng A, Box 14044, SE-104 40, Sockhoim
(Sweda Siora Kvarmen KB BF CO Nordisk Renfing AB, Box 14044, SE-104 40, Stockholm
Unifed States Ambrust Acquisition LLC F L 2711 Centervlle Road Sufie 400, Wimingion, Delasare, )
13508
Onited Siafes Churchill Loan Agsel F 711 Cenierville Foad Sufe 400, Wimingion, Celasare,
SecurtiEaio L 9s08
United Siales Fiverview Morigage Loan Trust 0 Flodney Square Market 1100 N Market Sinest, Wilmingian,
2007-3 Delaware 13306
[United States Sempra Energy Trading LLC Ei 160 Greenires Crive, Sulte 101, Dover
iUnited States Assed Global F o 114 West 47in Sreel, New York, 10036
Mot Ine

For notes for this tabie refer to page 220.
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Motes on the accounts

The following table details an active related undertakings which is 1007% cwned by the Group but is not consolidated for accounting
purposes|].

Mobes

Coumiry riky Hame |aCThtty  AOORESE
finied Stales Granibke Homes Inc. oTH Eammmzm,mmm 15300 ]

The following tables detail related undertakings that are not active.
Actively being dissoived

Coounting|Eroup Address Hobes
eatment | nberest

Country [Eriky name 25 B

Islands Matiest Irvesiments Lid | 100 Intertrust Senices Limied, 190

ICayman (Dearsgate) Corporate . Eigin

CUracac RESG Haldings M. & oo Meinerands Andlies

Semma 261 Regisber Prime Holoing GmbH L L. [1]1] Puliach D-E2049

\Sbralta Eotomar Lid 00 1 Coral Foad

Gbraitz Lid 100 1 Camal Road

Fuemes Guamsey Lid 100 PO Box 597, Royal Bank Place, 1 Glategny Esplanade, 54

Peler Fort, GY1 6NF
100 Uister Bank Group Cenire, GEorge's Quay, Dublin 2

100 IVGter Bark Group Cenire, GEorge's Guay, Dubln 2

100 Liister Bank Group CEriTe, GECrge's Quay, Dutln 2
100 Uister Bank Group Cenire. George's Quay, Dublin
Fi G0 AR Gy Guay, Cublin 2
100 24725 City Quay, Dublin 2

100 IiGEer Bark Group Cenire, GEorge's Quay, Dublin 2

100 ister Bank Group Cenire, GEorge's Guay, Dublin 2

100 Liiser Bank Group GEnire, GEOrgE's Quay, Dublin 2

100 Uister Bank Group Cenire, George's Guay, Dublin 2

100 & Afhal Sireet, Dougias, IM29 1AM
100 Foyal Bank House, 71 Bath Stheet, 51 Haller, JE4 820

hersEy
100 Ci0 Visma Services, Lyskaer 3 CD, Herley, Dienmark
i 100 C/iO \Visma Services, Lyskaer 3 CD, Herlev, Denmark
100 n3s London, EC3M 2UR
100 ! HTLE
England
1A MO Farmn Industral Estate, Easons Green, Frammiaid,
Sussey, TH22 SRB England

mmmamm HouEe, 52-54 Roke
Aberdeen, A0 1HA Scolland

S EC2M 2R
1mm% Langon, ECZR 35
mmm%m
Wo 1 Darsex Soulhampton, 5015 200

11-16 Donegall Square E3s, Belfast, Bakast, BT1 SUB,

25 London, EC2M LR England
Mo, 1 Darsed Sirest, Southampton, Hampshire, 2015 200,

1 Pringes Siresl, London, EC2ZR 8PS Engand
135 Eishapsgate, London, EC2M 2UR, England

135 Bishapsgate, London, EC2M SUR England

138 ECZM 3UR

24775 Gt Andrew Square, EQNBUrgh, EA2 1AF, Gooband
135 Blshapsgate, London, EC2M 3UR England
S ECZM 3UR

13 Eishapsgale, London, EC2M 2UR England
135 Bishapsgate, London, EC2M 3UR England
mlmmﬂﬂssmpmmmm

ECIA.EPE. England

For noies for this table refer to page 233
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Motes on the accounts

oy iy name COUMNg  [=oup [Addrezs
salment {7] prierest %
United Kingdom Triangle Lid 100 1 Princes Sfreed, London, EC2R 608 Engand
iUnited Kingdom LIS SIG (MI) Lid 100 mwmmmﬂﬂmﬂ,m
iUnited Wan Finance Lid 100 Londan, EC2M 4R5
Kinggom {Bankside) Lid 100 %gmmmmaﬂwm
Donmant
Cound [Group [Eadrezs
Country Entity name satment 2]  prterast %
Denmark Nardsk Renting A5 100 /o Adw Jan-Erlk Swersson, HC Andersens Boulevard 12,
W, 1553 Denmark
100 Llister Bank Gray| i Dubin 2
WETREY 100 47 Erplanade, 5t Heller Jersey, Channe |slands, JE1 08D
Wersey
00 16 Library Place, 5L Helier, Jersey, JEA GND
100 1 Princes Street, London, EC2R 5P8 England
100 2 King Streed, London, SWHY 63Y England
100 1 Princes Street, London, EC2R 5F5 England
100 1 Princes Street, London, ECZR 5P England
100 1 Princes Streef, London, EC2R 6PE England
1 Princes Street, London, EC2R 5P England
1 Princes Street, London, EC2R 5P8 England
135 Bishopsgate, Londan, EC2M 3UR England

135 Blahopegate. Londan, EC2M SUR England |

35 Londan, EC2M JUR
B Londan, EC2M JUR

E 11-1ﬁwmmm5ﬂmﬂm
iredand
Cuartamile Twa, 2 Lister Square, Edinburgh, Midiomlan,

EH3 951 Scotland
Lee House, Baimd Road, Enflieid, Midolesex, EN1 15J

(=, Cand i}
mmzmmm Landon, ECZM

HEA,
%I’ﬂlﬂh Elmmocd Avenue, Fefinam, TWi2 7aD
Place, 2 172 Devonsnire Square, Landon, EC2M

i)

DEAIZS 5 Andrew Square, ENnburgh, Moloihian, ERZ 1AF
= Andrew Square, Edinburgh, Miothian, ERI 16F
& Andrew Sguane, Edinburgh, Mdlolhlan, ERZ 15F

mmm Edinteurgh, Mdiothian, EHZ 1AF

For notes for this tae refer (o page 220.
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oy iy name ccourdng  Joroup
Ireatment (7} jnterest %
mm RSO {E-I:ll_i] F= 1] Hmmmm.m.ﬂﬂw
United Fingdo Rover Finance Holdings L ]
inited Kingoo Riawver Finance Lid 35 Lonidan
ted Kingoom  Raoyal Sank Business Assef Finance Lid %m.mwwﬂ
iUnited Fooyal Bank Imsurance ConsuRants Lid

DAIZS 5 Andrew Square, Efnburgh, Molothian, EHZ 157
[Zrotiand

United Kingoc FaoySoot Auba Credk Lid

United Kingdo RoyEoot Indusinal Leasing Lid

ted Kingoom Leaﬂllg i

Jnited Kinggio FayScot Motor Finance Lid

United Kingdo Shiy Seven Mominess Lid

:'_|- Sirand Mominees Lid

United Kingdo Syndlcate Nominges Lid

Jnited Kinggo & Mational Bank Lid

ed Kingzom e Royal Bank of Scobiand (1727) Lid

ed Kingoo apco (a1 Lio

United Kingdo LC.T.C.Nominees Lid
United Kingdo esimineter Sank Lid
ted Kingdo ams & Gy Holdings Lid
United Kingoc lllams & Ghn's Lid
finited Kinggo ams & Giyn's Tnast Company Lid %

In Administration

Coumiry [Eréty name vty (1) [Recouniing [=roup
reatment 2} jriensst %
United Kingadam A{BT!&C{H‘I])HESBNM ) Addisary LLP, 3 95 Haymarket Terracs,
i=emeral Parner burgh, EH1:2 SHD Soolland

Aty

Eanking and Firancisl irsiuiion - BF

Ot IresSiution — CI

Imessimant (shams or propesty) holding company - Y
Senice company - 3G

Trusiez - TR

Cther —OTH

Accouniing teetment:
Exuity accounting - Associste - EAA

[£]
[EN] “The Group |5 Inl=resied In nore of The woiing rghls

[ Grp
=] Fisimad undertaking not consoldaied as it ks not contoiled
1] Risisad undertaking cersed for the ben s of Group sension schemes.

Group owerseas branches
The company's related underiakings have branches in the following coundries.

Subsidiary Geographic location of branches
Coutts & Co Lid Hong Kong, Singapore

Easycash (Ireland) Lid IUnited Kingdom

Mational Westminster Bank Plc Hersey

RES Secunties Japan Lid Wapan

The Royal Bank of Scotland International Lid  (Gibraltar, Guemsey, Isle of Man,

The Royal Bank of Scoland plc

[Emirates, United States
IUnited Kingdom

Ulster Bank Ireland DAC

RBS ple Annual Report and Accounts 2016
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\Bustralia, Austria, Belgium, Canada, Czech Republic, Denmark, Finland,
[France, Germany, Greece, Hong Kong, Republic of Ireland, laly, Japan,
Uersey, Republic of Korea, Luxembourg. Malaysia, Metherlands, Nomway,
Poland, Singapore. Spain, Sweden, Switzeriand, Turkey, United Arab
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2008
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IFRS

2013 22 2015

Q)
IFRS IAS 36

20

Q) ( )

@
IFRS

(b)
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IFRS
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IFRS
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I ndependent auditor's report to the members of The Royal Bank of Scotland plc

We have audited the financial statements of The Roya Bank of Scotland plc (the Bank) and its subsidiaries (together the
Group) for the year ended 31 December 2016 which comprise the accounting policies, the balance sheets as at 31
December 2016, the consolidated income statement, the consolidated statement of comprehensive income, the statements
of changes in equity, and the cash flow statements for the year ended 31 December 2016, the related Notes 1 to 41 and the
information identified as ‘audited’ in the Capital and risk management section of the Financial review. The financial
reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union and, as regards the Bank’s financial statements, as applied in
accordance with the provisions of the Companies Act 2006.

Thisreport is made solely to the Bank’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Bank’s members those matters we are required
to state to them in an auditor’ s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsihility to anyone other than the Bank and the Bank’ s members as a body, for our audit work, for this report,
or for the opinions we have formed.

Respective responsibilities of directors and auditor (1

As explained more fully in the statement of directors responsibilities the directors are responsible for the preparation of the
financial statements and for being satisfied that they give atrue and fair view.

Our responsibility isto audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices
Board s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
Thisincludes an assessment of: whether the accounting policies are appropriate to the Group’s and the Bank’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 inconsistencies with the audited financia
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 inconsi stencies we consider the implications for our report.

Opinion on financial statements
In our opinion:
- thefinancial statements give atrue and fair view of the state of the Group’s and of the Bank’s affairs asat 31
December 2016 and of the Group’s loss for the year then ended;
- the Group’s financia statements have been properly prepared in accordance with I|FRSs as adopted by the European
Union;
- the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as
regards the group financial statements, Article 4 of the IAS Regulation; and
- the Bank’s financial statements have been properly prepared in accordance with IFRSs as adopted by the European
Union and as applied in accordance with the provisions of the Companies Act 2006.

Separate opinion in relation to IFRSs as issued by the IASB
As explained in the accounting policies, the Group in addition to complying with itslegal obligation to apply IFRSs as
adopted by the European Union, has also applied |FRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the Group's financia statements comply with |FRSs as issued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion based on the work undertaken in the course of the audit, the information given in the Strategic Report and
the Report of the directors for the financial year for which the financial statements are prepared is consistent with the
financial statements. The Strategic Report and the Report of the directors have been prepared in accordance with applicable
legal requirements.
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In light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we
have identified no material misstatements in the Strategic Report or 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 by the Bank, or returns adequate for our audit have not been received

from branches not visited by us; or

- the Bank’s financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.

Jonathan Bourne (Senior statutory auditor)
for and on behalf of Ernst & Young LLP
Statutory Auditor

London, United Kingdom

23 February 2017

Note:

(1) The maintenance and integrity of the RBS website is the responsibility of the directors; the work carried out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements
since they were initially presented on the website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.
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I ndependent auditor's report to the members of The Royal Bank of Scotland plc

We have audited the financial statements of The Roya Bank of Scotland plc (“the Bank™) and its subsidiaries (together the
“Group”) for the year ended 31 December 2015 which comprise the accounting policies, the balance sheets as at 31
December 2015, the consolidated income statement, the consolidated statement of comprehensive income, the statements
of changes in equity and the cash flow statements for the year ended 31 December 2015, the related notes 1 to 41 and the
information identified as ‘audited’ in the Capital and risk management section of the Financial review. The financial
reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRS) as adopted by the European Union and, as regards the Bank financial statements, as applied in
accordance with the provisions of the Companies Act 2006.

Thisreport is made solely to the Bank’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Bank’s members those matters we are required
to state to them in an auditor’ s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsihility to anyone other than the Bank and the Bank’ s members as a body, for our audit work, for this report,
or for the opinions we have formed.

Respective responsibilities of directors and auditor
As explained more fully in the statement of directors responsibilities the directors are responsible for the preparation of the
financial statements and for being satisfied that they give atrue and fair view.

Our responsibility isto audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
Thisincludes an assessment of: whether the accounting policies are appropriate to the Group’s and the Bank’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 inconsistencies 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 inconsi stencies we consider the implications for our report.

Opinion on financial statements
In our opinion:
- thefinancial statements give atrue and fair view of the state of the Group’s and of the Bank’s affairs asat 31
December 2015 and of the Group’s loss for the year then ended;
- the Group's financia statements have been properly prepared in accordance with |FRSs as adopted by the European
Union;
- the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as
regards the group financial statements, Article 4 of the IAS Regulation; and
- the Bank’s financial statements have been properly prepared in accordance with IFRSs as adopted by the European
Union and as applied in accordance with the provisions of the Companies Act 2006.

Separate opinion in relation to IFRSs as issued by the IASB
Asexplained in the accounting policies, the Group in addition to complying with itslegal obligation to apply IFRSs as
adopted by the European Union, has also applied |FRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the Group financial statements comply with IFRSs as issued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Report of the directors for the financia year for which
the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

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:
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- adequate accounting records have not been kept by the Bank, or returns adequate for our audit have not been received
from branches not visited by us; or
- the Bank financial statements are not in agreement with the accounting records and returns; or
- certain disclosures of directors remuneration specified by law are not made; or
- we have not received all the information and explanations we require for our audit.

Michael Lloyd (Senior statutory auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

30 March 2016
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