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2015 ( )
(
2014 12 2013 12 31 2014 12 31
) 2015 12 2017 12
2013 12 2014 12
2014 12
(
2017 12 2016 12 20%5 )12 2014 12
324,954 286,265 200,662 156,003
47,053 41,451 29,056 22.589
216,855 207,515 187,959 226,725
31,401 30,048 27.216 32,830
108,099 78.750 12,703 70,722
15,653 11,403 1,839 10,241
79.823 59,899 8.136 57.375
11,558 8.673 1.178 8,308
1,531,992 1,443,821 1,091,299 1,078,638
221,832 209,065 158,020 156,187
)
2015 12
1.513
(
2014 12 2013 12
161,610 256,246
23,401 37.104
225,357 249,813
32,632 36.173
63,747 6.433
9.231 931
51,550 4.712
7,466 682
1,097,375 906,802
158,900 131,305
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@ 2007 20
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2017 12 2016 12
( (
976,430 975,454
8,458,660 5,359,009
13,445,575 19,296,980
22,459,995 42,384,371
( ) 985,285 1,202,543
488,261 485,331
6,468,603 7,824,309
2,528,987 2,474,924
130,494 200,066
818,739 1,757,381
18,396 32,040
65,793 50,172
17,353 13,297
255,804 373,470
57,118,375 82,429,347
2017 12 2016 12 25,310,972
57,118,375
19,924,376
2018
2017 12 2016 12
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88,311 72,392
5,767,847 5,546,702
11,763,396 18,397,176
21,990,927 41,936,030
916,459 1,396,090
1,772,714 444,514
7,606,270 7,853,174
4,665,013 4,563,537
725,408 466,760
290,038 309,151
55,586,383 80,985,526
2016 12 25,399,143
55,586,383 2017 12
19,945,103 21,990,927 (
2017 12 2016 12
( ( )
1,317,590 1,317,590
2,049 1,752
212,353 124,479
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2016 12 31 1,010,611,000 1,010,611,000 |( )
2017 12 31 - 1,010,611,000 - 1,010,611,000
() 2014 12 30 250,000

250,000

2016 10 21 750,000,000
“®
(2017 12 31 )
)
1,010,611,000 100 ( )
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2017 12 31 2017 12 31
2017 12 31 2016 12 31
20,926 3,030 29,755 4,309
(4,433) (642) (12,769) (1,849)
16,493 2,388 16,986 2,460
74,021 10,718 73,149 10,592
(18,506) (2,680) (15,710) (2,275)
55,515 8,039 57,439 8,317
250,896 36,330 203,890 29,523
2,050 297 7,950 1,151
324,954 47,053 286,265 41,451
(198,874) (28,797) (192,136) (27,821)
13 (14,914) (2,160) (12,815) (1,856)
14 (3,067) (444) (2,564) (371)
(216,855) (31,401) (207,515) (30,048)
108,099 15,653 78,750 11,403
(28,276) (4,094) (18,851) (2,730)
79,823 11,558 59,899 8,673
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79,823 11,558 59,899 8,673
2,562 371 13,447 1,947
(2,544) (368) (7,950) (1,151)
17 2 (1,408) (204)
765 111 436 63
(416) (60) 258 37
@n (13) (171 (25)
80,120 11,601 64,511 9,341
16,047 2,324 (25,072) (3,630)
(4,253) (616) 6,104 884
11,794 1,708 (18,968) (2,747)
91,914 13,309 45,543 6,595
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2017 12 31 2016 12 31
976,430 141,387 975,454 141,246
10 8,458,660 1,224,814 5,359,009 775,985
11 13,445,575 1,946,919 19,296,980 2,794,203
22,459,995 3,252,207 42,384,371 6,137,257
985,285 142,669 1,202,543 174,128
488,261 70,700 485,331 70,276
6,468,603 936,654 7,824,309 1,132,960
2,528,987 366,197 2,474,924 358,369
130,494 18,896 200,066 28,970
12 818,739 118,553 1,757,381 254,469
18,396 2,664 32,040 4,639
13 65,793 9,527 50,172 7,265
14 17,353 2,513 13,297 1,925
15 255,804 37,040 373,470 54,078
57,118,375 8,270,741 82,429,347 11,935,769
88,311 12,787 72,392 10,482
16 5,767,847 835,184 5,546,702 803,162
11 11,763,396 1,703,340 18,397,176 2,663,911
21,990,927 3,184,286 41,936,030 6,072,337
916,459 132,703 1,396,090 202,154
1,772,714 256,689 444,514 64,366
7,606,270 1,101,388 7,853,174 1,137,140
17 4,665,013 675,494 4,563,537 660,800
18 725,408 105,039 466,760 67,587
19 290,038 41,998 309,151 44,765
55,586,383 8,048,908 80,985,526 11,726,704
20 1,317,590 190,787 1,317,590 190,787
2,049 297 1,752 254
212,353 30,749 124,479 18,025
1,531,992 221,832 1,443,821 209,065
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Tier 1

1,010,611 - (2,639) (221) 83,548 1,091,299
- - - - 59,899 59,899

- 306,979 - - - 306,979

- - 4,089 - - 4,089

- - - 523 - 523

- - - - (18,968) (18,968)
1,010,611 306,979 1,450 302 124,479 1,443,821
1,010,611 306,979 1,450 302 124,479 1,443,821
- - - - 79,823 79,823

- - - - (3,743) (3,743)

- - 35 - - 35

_ - - 262 - 262

- - - - 11,794 11,794
1,010,611 306,979 1,485 564 212,353 1,531,992

Tier 1

146,336 - (382) 32) 12,098 158,020

_ - - - 8,673 8,673

- 44,451 - - - 44,451

_ - 592 - - 592

- - - 76 - 76

- - - - (2,747) (2,747)

146,336 44,451 210 14 18,025 209,065
146,336 44,451 210 44 18,025 209,065

- - - - 11,558 11,558
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Tier 1 (542)
- - - - (542)
- - 5 - - 5
- - - 38 - 38
- - - - 1,708 1,708
2017 12 31 146,336 44,451 215 82 30,749 221,832
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2017 12 31 2016 12 31
108,099 15,653 78,750 11,403
3,067 444 2,564 371
15,527 2,248 12,815 1,856
180 26 3,938 570
« ) 11,794 1,708 (18,968) (2,747)
« ) (2,878,506) (416,808) 2,350,257 340,317
« ) (782,374) (113,288) 332,255 48,111
(
) I G (262,373) (37,992) 885,683 128,247
« ) 19,924,376 2,885,050 (14,266,912) (2,065,849)
C ) (19,945,103) (2.,888,051) 11,713,592 1,696,128
« ) 69,572 10,074 (63,584) (9,207)
« ) 2,382,939 345,050 (1,113,033) (161,167)
« ) 128,378 18,589 (286,701) (41,514)
« ) 251,881 36,472 (43,470) (6,294)
(21,509) (3.115) (2,122) (307)
(994,052) (143,939) (414,936) (60,083)
(7,159) (1,037) (3,017) (437)
(31,293) (4,531) (16,959) (2,456)
(1,349,107) (195,351) (3,151,525) (456,341)
2,287,749 331,266 3,510,334 508,296
( ) 297 43 4,612 668
900,487 130,391 343,445 49,731
Tier 1 - - 306,979 44,451
8,712,851 1,261,621 4,507,779 652,726
(8,611,375) (1,246,927) (3,576,478) (517,874)
- - 309,117 44,760
(19,113) (2,768) (666,077) (96,448)
Tier 1
« ) (3,744) (542) - -
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(14,945) (2,164) 809,829 117,263
903,062 130,763 93,233 13,500
39,977 5,789 783,217 113,410
(54,921) (7,953) 26,612 3,853
888,118 128,599 903,062 130,763
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2017 2016
18,325 31,142
2,601 (1,387)
20,926 29,755
2016 2017
2017 2016
1,460 4,680
595 890
2,378 7,199
4,433 12,769
) 2016 12 Tier 2 ( 1,191.75 )
2017 2016
121,019 106,808
5,645 4,636
17,014 14,675
143,678 126,119
) 699 868
3,521 844
50,976 64,305
55,196 66,017

198,874 192,136
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629 (2016 587 ) (
465 (2016 151 436 )
2016 12 8,925
2016
5.6 2016 6.3
2017 2016
465 415
61 85
- 20
- 170
121 128
34 32
681 850
18 18
699 868
(
2017 2016
( ) ( ) ( ) ( )
4,740 4,445
1,995 1,969
( ) 10,276 10,332
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oooooog
(2,265) (1,674)
/
( ) 691 524
/
( ) - -
12 31 4,470 4,740
12 31
22,810 21,919
(
)
5.6 (2016 4.6
2011
)
2004 36
( 19 ) (Technical Actuarial Standard)
2017 12 31
2017 2016
2.60 2.90
3.45 3.50
2.45 2.50
3.45 3.50
S2PXA_ L CMI__2016
1.25 (2016  S2PXA_ L CMI_ 2015
1.25 )
65 23 ( 23 )

65 24 ( 24
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2017 2016
(185,795) (189, 491)
201,644 181,780
15,849 (7,711)
(4,200) 2,083
11,649 (5,628)
(2016 527
516
2017 2016
189,491 144,950
5,478 5,775
3,592 41,718
(12,766) (2,952)
185,795 189,491
2017 2016
181,780 154,450
5,364 6,302
19,639 16,646
(12,766) (2,952)
7,627 7,334
201,644 181,780
6.6

2017 2016
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46,165 42,646
121,351 105,883
29,926 32,408
1,990 -
2,212 843
201,644 181,780
2017 2016
19,639 16,646
3,395 2,956
(6,987) (44,674)
16,047 (25,072)
2017 2016
(7,711) 9,500
(114) 527
7,627 7,334
16,047 (25,072)
15,849 (7,711)
2017 2016
77 78
23 22
100 100




+/-0.5

+/-

+/-0.5

) +/-0.5

(33 (
25 (2016 25 )
27.25 (2016

20
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) )
(2016 )
2017 2016
-11/+13 -11/+13
+4/-3 +4/-4
+4/-4 +3/-3
+4/-3 n/a
2017 2016
(20,767) (15,731)
2,352 -
(18,415) (15,731)
(1,348) (1,026)
(19,763) (16,757)
(6,910) (7,686)
(339) (464)
(1,264) 6,056
(8,513) (2,094)
(28,276) (18,851)
) 2017
19
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Ogoooood
2017 2016

108,099 78,750
27.25 (2016 28 ) (29,457) (22,050)
(402) (3,415)
(982) (739)

(1,264) 6,056
(339) (464)

216 381

2,352 -

1,600 1,380
(28,276) (18,851)

2017 2016

1,402 -

(4,253) 6,104
/C ) 17 (1,408)
( (87) (171)
(2,921) 4,525

2017 2017
12 31
5,952 (1,228) - - 4,724
802 - - (802) -
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00000000000 DO000D0O00O0oOodno(eossst)

ooOooooo
10,382 (858) - - 9,523
2,311 (365) - - 1,944
(116) - (87) - (203)
(1,147) 217 17 - (914)
2,083 (2,029) (4,253) - (4,200)
11,773 (4,250) - - 7,522
32,040 (8,513) (4,323) (802) 18,396
2015 25
2017 2016
976,430 975,454
(88,311) (72,392)
888,119 903,062
2017 2017
12 31
2,098,543 (418,862) 105,521 (127,339) 1,657,863
476,070 826,797 (786) (1,478) 1,300,603
865,220 200,432 (6,777) (66,799) 992,076
1,123,704 (269,973) (246) (139,014) 714,471
309,151 - @) (19,106) 290,038
4,872,688 338,394 97,705 (353,736) 4,955,051
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10

2017 2016
3,092,975 2,850,854
954,644 780,463
104,057 144,421
4,151,676 3,775,738
4,306,984 1,583,271
8,458,660 5,359,009
3,682,197 3,544,184
2,363,457 336,525
469,479 231,554
1,943,527 1,246,746
8,458,660 5,359,009

11
2017

236,951,624 4,406,534 3,675,016
2,383,234,225 8,148,835 7,407,319
24,312,496 538,001 279,104
18,594,994 159,280 205,052
808,260 189,350 189,822
2,663,901,599 13,442,000 11,756,313
488,573 - 68
401,532 3,575 7,015
890,105 3,575 7,083
2,664,791,704 13,445,575 11,763,396
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Ogoooood
2016
214,337,351 7,726,997 7,763,330
2,862,926,525 10,528,480 10,062,046
21,085,090 794,971 168,581
8,878,602 123,653 246,618
891,498 110,042 110,099
3,108,119,066 19,284,143 18,350,674
841,691 4,389 18,923
361,568 8,448 27,579
1,203,259 12,837 46,502
3,109,322,325 19,296,980 18,397,176
249 2016
558
( )
( )
2016
191
2017 2016
11,642 2,480
(10,473) (2,167)
1,169 313
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OooooOodd
(2016
( )
2017 2016

459,902 947,169

358,706 810,087

818,608 1,757,256

131 125

818,739 1,757,381

108,482 499 108,981
16,959 - 16,959
(92) - (92)
125,349 499 125,848
30,700 593 31,293
(613) - (613)



2017

2016

2016

2017

2016

2017

14

2016

12

12

12

12

12

31

31

31

31

31

2016 12 31

2017 12 31

2016

2016 12 31

EDINETOOOO

00000000000 DO000D0O00O0oOodno(eossst)

Ogoooood
(181) - (181)
155,255 1,092 156,347
62,843 38 62,881
12,711 104 12,815
(20) - (20)
75,534 142 75,676
14,645 269 14,914
(36) - (36)
90,143 411 90,554
49,815 357 50,172
65,112 681 65,793
17,065 1,483 18,848 1,290 38,686
1,827 20 1,453 - 3,300
(5,572) (20) (251) - (5,843)
13,320 1,483 20,050 1,290 36,143
722 78 3,945 2,414 7,159
(43) - ©® - (52)
13,999 1,561 23,986 3,704 43,250
4,757 1,418 15,703 98 21,976
830 17 1,449 268 2,564
(1,507) - (187) - (1,694)
4,080 1,435 16,965 366 22,846
884 18 1,217 948 3,067
(10) - ©) - (16)
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2017 12 31 4,954 1,453 18,176 1,314 25,897
2016 12 31 9,240 48 3,085 924 13,297
2017 12 31 9,045 108 5,810 2,390 17,353
15
2017 2016
11,025 7,915
3,435 4,237
( ) 15,849 -
225,496 361,318
255,805 373,470
168
2016 315
16
2017 2016
3,883,649 4,488,389
93,815 157,744
15,153 8,336
3,992,617 4,654,469
1,775,230 892,233
5,767,847 5,546,702
3,977,467 4,635,305
1,707,292 892,233
15,150 19,164
67,938 -

5,767,847 5,546,702
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17
2017 2016
1,657,863 2,098,543
1,300,603 476,070
992,076 865,220
714,471 1,123,704
4,665,013 4,563,537
)
18
2017 2016
406,342 205,626
12,645 23,080
( - 7,711
306,421 230,343
725,408 466,760
19
2017 2016
240 (2026 12 -
80bp) 158,203 168,628
200 (2026 12 -
80bp) 131,835 140,523
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12 31
Tier 1
12 31
2016 12 15
)
21
2017 16
2017 15
2018 15
2017

Tier 1

Tier 1

12 31

Tier 1

2016 12 15
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ooooooo
290,038 309,151
2017 2016
) « )
2,000,000 2,000,000 2,000,000 2,000,000
1,010,611 1,010,611 1,010,611 1,010,611
1,010,611 1,010,611 1,010,611 1,010,611
306,979 -
- 306,979
306,979 306,979
1,317,590 1,317,590
307
( Tier 1
Tier 1 728
20 )
4,418
4,273
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OooooOodd
2017 2016
2,715 3,725
31 40
1,158 648
695 648
4,599 5,061
130 (41)
4,729 5,020
(2016
2017 2016
1,012 1,247
9 13
620 365
372 365
2,013 1,990
87 (41)
2,100 1,949
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OooooOodd
2017 2016
130,494 130,415 200,066 200,066
2,528,987 2,528,987 2,474,924 2,474,924
255,805 255,805 373,469 373,469
7,606,270 7,606,270 7,853,174 7,853,174
725,408 725,408 466,760 466,760
290,038 292,882 309,151 315,494
337 (2016
1,186 )
( )
( ) ( )
(2016 )
32.5
(2016 5.1 ) 22.6 (2016  26.1 )
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8 ( )
2017
5,537,102 2,921,558 - 8,458,660
- 22,459,995 - 22,459,995
- 6,468,603 - 6,468,603
577,800 240,808 131 818,739
132 13,032,826 412,617 13,445,575
- 488,261 - 488,261
6,115,034 45,612,051 412,748 52,139,833
5,595,539 172,308 - 5,767,847
- 21,990,927 - 21,990,927
- 1,772,714 - 1,772,714
3,900 11,336,494 423,002 11,763,396
- 4,395,885 269,128 4,665,013
5,599,439 39,668,328 692,130 45,959,897
2016
3,294,091 2,064,918 - 5,359,009
- 42,384,371 - 42,384,371
- 7,824,309 - 7,824,309
1,029,824 727,432 125 1,757,381
1,104 18,995,010 300,866 19,296,980
- 485,331 - 485,331
4,325,019 72,481,371 300,991 77,107,381
5,381,429 165,273 - 5,546,702
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OooooOodd
- 41,936,030 - 41,936,030
- 444,514 - 444,514
107,759 17,887,745 401,672 18,397,176
- 4,083,004 480,533 4,563,537
5,489,188 64,516,566 882,205 70,887,959
0.5
62.1
300, 866 125 (401,672) (480,533)
) 146,834 - 7,923 (9,913)
- 6 - -
- - - (38,002)
(117,883) - 19,015 42,764
82,801 - (52,485) (7,384)
- - 4,217 223,940
12 31 412,617 131 (423,002) (269,128)
(
158,463 - (36,267) (5,887)
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( )
2017 2016
104 7,288
(104) (7,184)
12 31 - 104
2017 12 31
2016
269
(2016 480 )

( )« )
116,648 (68,769) - 43.16  50.12
- 46.40  46.40
13.44  100.00
100.00  100.00
61,605 (130,864) - 40.26 73.95
- 46.40 50.65
- 85.00 85.00
10.33 16.22
45,015 (33,549) - 37.13 37.13
- 7.00 7.00
76.00 76.00
2.00 2.00
189,349 (189,820) - 25.00 75.00
- 2.73 4.24

412,617 (423,002)

(

)

88/161



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

89/161



EDINETOOOO
00000000000 DO000D0O00O0oOodno(eossst)

OooooOodd
24
2017 2016
936 258
1,316 861
2,252 1,119
472 33
2,724 1,152
1,240 274
1,484 878
2,724 1,152
2017 12 31 (12.6) 2016  (1.44) )
13 14
25
2017 12 31 2018
15 Tier 1 4,273 ( 21 )
26
2017 2016

4,501,193 2,946,541
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386,562 1,020,936
4,887,755 3,967,477

2017 2016

50,869,392 46,259,575 65,542,276 60,956,153

2017 2016

41,795 84,081
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( SPV )
)
SPV
2017 12 31

- 409,170 - 409,170
1,727,992 129,965 202,276 2,060,233
- 455,534 671,558 1,127,092
15,322 - 1,785 17,107
1,743,314 994,669 875,619 3,613,602
43,027 10,284 21,911 75,222
- 688,002 - 688,002
- 239,270 221,469 460,739
- 26,474 33,773 60,247
43,027 964,030 277,153 1,284,210
1,728,755 821,301 641,479 3,191,535

SPV

2016 12 31

- 205,453 - 205,453
2,022,323 154,580 208,072 2,384,975
3,638 174,136 554,162 731,936
2,025,961 534,169 762,234 3,322,364
105,396 38,437 1,978 145,811
- 607,794 - 607,794

- 173,449 111,266 284,715
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48,069 - 29,066 77,135
153,465 819,680 142,310 1,115,455

1,977,892 360,720 623,951 2,962,563
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ooOooood
186.0 2016 204.5 )
2019 31
2017
12
88,311 - - - - 88,311
5,767,847 - - - - 5,767,847
700,499 31,969,119 1,408,147 668,136 - 34,745,901
392,671 1,415,773 - - - 1,808,444
7,606,270 - - - - 7,606,270
11,763,396 - - - - 11,763,396
- 1,497,658 1,582,657 939,793 734,476 4,754,584
648,336 29,308 6,324 41,440 - 725,408
- - 2,444 10,779 303,799 317,022
26,967,330 34,911,858 2,999,572 1,660,148 1,038,275 67,577,183
2016
12
72,392 - - - - 72,392
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O0oo0o0o
5,546,702 - - - - 5,546,702
977,820 51,287,478 1,223,320 334,196 - 53,822,814
444,514 - - - - 444,514
7,853,174 - - - - 7,853,174
18,397,176 - - - - 18,397,176
- 789,211 1,822,360 1,193,463 945,785 4,750,819
388,985 42,882 6,235 28,658 - 466,760
- - 2,537 11,012 327,142 340,691
33,680,763 52,119,571 3,054,452 1,567,329 1,272,927 91,695,042
2017 2016
3,521 844
2017 2016
4,170 4,170
4,170 4,170
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2017 12 31

2016 12 31
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ooooood
12,510 12,510
29,190 33,360
50,040 54,210

20
12,582,060 157,787 12,424,273
35,385,164 13,183,953 22,201,211
6,423,451 - 6,423,451
54,390,675 13,341,740 41,048,935
11,353,752 149,899 11,203,853
34,733,269 12,758,403 21,974,866
1,772,714 - 1,772,714
47,859,735 12,908,302 34,951,433
41,177,623 23,225,549 17,952,074
54,199,409 11,862,053 42,337,356
7,475,898 - 7,475,898
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102,852,977 35,087,602 67,765,375
40,865,333 23,428,106 17,437,227
53,791,141 11,862,053 41,929,088
444,514 - 444,514
95,101,034 35,290,159 59,810,875
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2017 12 31
7,611,830 1,757,407 3,065 3,051,971 1,021,302 13,445,575
2,585,193 109,389 19,461,670 44,959 389,278 22,590,489
223,352 - 6,166,497 33,602 45,152 6,468,603
10,420,375 1,866,796 25,631,232 3,130,532 1,455,732 42,504,667
7,611,830 2,341,586 36,279 1,214,158 559,544 11,763,397
2,585,193 29,338 19,335,784 24,551 16,061 21,990,927
223,352 - 1,538,795 10,567 - 1,772,714
10,420,375 2,370,924 20,910,858 1,249,276 575,605 35,527,038
2016 12 31
12,557,985 1,459,756 36,010 3,898,370 1,344,906 19,296,980
4,025,367 79,090 38,182,719 50,180 247,081 42,584,437
48,539 - 7,373,924 53,435 348,411 7,824,309
16,631,891 1,538,846 45,592,653 4,001,985 1,940,398 69,705,773
12,557,985 2,274,896 855,755 1,748,637 959,949 18,397,176
4,025,367 - 37,862,019 41,702 6,942 41,936,030
48,539 - 391,136 4,839 - 444,514
16,631,891 2,274,896 39,108,910 1,795,178 966,891 60,777,766
31
2017
- 89,155 2,966 92,121
12,200 11,732 2,502 26,434
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4,010 10,274,158 251,762 10,529,930
1,210,581 8,612,924 261,320 10,084,825
2016

84 58,925 35 59,044

17,831 5,652 105 23,588
3,702 19,585,688 471,878 20,061,268
1,959,789 9,708,696 379,079 12,047,564

11

22

32

100 0005
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Financial Statements

Company Income statemeant
For the year ended 31 December Notes 2017 2016
E000 E0D0
Interest Income 2 20,926 22755
Interest expense 3 (4,433 [12,768)
Met Interest income 16,493 16,986
Fees and commizsons Incame 74,01 73149
Fees and commizsions expense [18,508) (15,7100
Met fees and commisslons income 55,515 ET.439
Trading Incoms 250,806 203.590
Met invastment income 2,050 T.950
Total operating Income 324,954 2186.265
Bdministrative expenses 4 [198,874) [182,138)
Amortization of intanglble assets 13 [14,9148) [12,815)
Depreciation of property, plant end equipment 14 3067 [2,564)
Total operating expenses (216,855) (207.515)
Profit on erdinary activities before taxation 108,009 78,750
Taxatlon ] 28,276) [18,851)
Profit attributable to owners of the company 78,823 59,809
The abowe results are derved from continuing opsrations of the business.
Company statement of comprehensive Incoms
For the year endad 31 December 2017 2018
E000 E000
Profit after tax 70823 £o,a9a
Other comprehensive Incoeme f (loss) from continuing operations:
Bwallable for sale reserve
Met gairs from changes In far value 2562 13,447
Met [gains) tranafered tonat profit 12544 {7.850)
Taxation 7 [1,408)
Cash flow hadging resarve
Met gairs from changes In far value 765 438
Mat [gaing] [ losses transferrad to net profit (418} 258
Taxaticn (B7) (171)
Total comprehensive Income that may be recycled to profit or loss 80,120 64,51
Other comprehensive income f (loss) not recycled to profit or loss
Bctuarial gaing [ (losses) In retirement beanefit schemes 16,047 (25,072)
Taxation [4,253) 104
Total other comprehensive Income [ {loss) 1,794 18,9638)
Total comprehensive Income fior the year attributable to owners of the company 91,914 45,543

20
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Company balance shest
As at 31 December Notes 017 2016
E000 £ 000
ASSETS
Cach and balances at cantral banks 078,430 975,454
Tradirg portfolio financial aessts 1o B.458 680 5,350,000
Dervative fimarcial Instruments 1 13,445,575 19,796,980
Reverse repurchase agreements 22,458,905 42,384,371
Sacurities sold not delivered 985,285 1,202,543
Equity finance assets 438 261 48533
Cach callateral on securlties borrowed 6,458,603 7524309
Cach collsteral paid to dervative counterparties 2528987 2474024
Loars and advances tobarks 120,494 200,086
Finarcial Imstruments avallable for zale 12 818730 1,757,381
Deferned tax assst 18,336 32,040
Intangble assets 13 65,703 50,72
Property, plant and equipment 14 17,3513 13,297
Other aszets 15 ‘255 BO4 373,470
Total assats 57118375 82,420,347
LIABILITIES
Deposits by banks 28 72382
Tradirg portfolio financial llablites & 5,767,847 5,546,702
Derrvative fimarcial Instruments 1 1763386 18,387,176
Repurchass agresments ,890927 41,936,030
Securiies bought not delivered 16,458 1,396,280
Cach caollateral on securlties lent 177274 444514
Cach caollateral recelved from derivative counterparties 7606270 785374
Finarcial labilties deslgnated st fair valus 17 4,665,013 4 563 537
Crther liabilities 18 725,408 ABE 760
Subordnated labilities = 200,038 308151
Total Habilities 55,686,383 80,985,526
EQUITY
Equity Inetruments sl 1317580 13,580
COrther reserves 2048 172
Retained eamings 22,353 124,479
Total aquity 1531002 1.443.81
Total Nabilities and aquity 57.118.375 82,420,347
Caompany Number: 1698408
The financlal staternents on pages 20 to 56 and Business and Risk Management Policies m _
on pagee 7 to 17 were approved by the Board of Directors and authorieed for lssue on :b
2 March 2018 and signed on its behalf by:
Crawid King
Chief Executive Officer
2 March 2018
n
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Financial Statements (continued)

Company statement of changes In aquity

Additional Avallable Cash flow
Share Tiar 1 for sale hedging Ratalned Tatal
capital capital resarve reserve earnings equity
£000 £°000 £'000 £°000 £'000 £°000
2016
Balanca1 lan 2076 1,010,611 - [2,630) 1221 B3,548 1,091,209
Proofit after tax - - - e ] fuf:ie ]
lz=ue of equity IrEtruments - Josgra - - - 306,979
fwallable for sale Investments - - 4,083 - - 4,069
Cach flow hedges - - - 523 - 523
Actuarial loss - - - - (18,263) [18,968)
Balance 31 Dec 2016 1010611 306,979 1450 302 124,479 144382
2017
Balance 1 lan 2017 1,010,611 a0eame 1,450 3oz 124,479 1,443,821
Profit after tax - - - - 79,823 79,823
AT coupon - - - - 13,743 {3,743)
fwallable for sale Investments - - 35 - - a5
Caeh flow hedges - - - 262 - 262
Bctuaarial gain - - - - 1724 Tnmed
Balance 31 Dac 2017 1.010,611 306,970 1485 564 112,353 1,531,902
a2
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Company cash flow statement
Forthe year ended 31 Decamber MNote 2017 2016
E000 E000
Raconciliation of profit before tax to net cash flows from cperating activities
Profit before tax 108099 TB. 750
MAdjustment for non-cash Itams:
Depreciation and Impairment of property, plant & equipment 3067 2564
Amart=ation and Impairment of intangible assets 15,527 12815
Met loss on disposal of property, plant and equipment and intanglble aessts 180 3834
Bcbuarial gain (loes) on penslon 1,794 18,968)
Changes in operating assets and Nabilithes:
Met {incresse)/decrease In rading portfolio financlal assets [ labllibes [2.B78,506) 2,350,257
Met {Increase)decrease In derivative finarcial Instruments (FEZ, 374 332,255
Met {incresse)/decrease In securities bought [ sold not deliversd [262.373) Bas 683
Met decreassf{increase) In reverse repurchase agreements 19924, Fe {14, 266,912)
Met {decreaselincrease In repurchase agreements 19,845.103) nHz5e2
Met decreaze/fincrease)in loans and advances tobanks 53,572 [63,584)
Met decreazef{increase)in cash collateral for securities and derivatives 2382938 11.113,033)
Met decreazefincrease) ather assets 128,378 (2BE,701)
Met Increaes decrasse) in ather labilitles 251,861 143,470
Corporation tax pald 121,508 (2122
Met cash used in cperating activities (994,052) {414,936)
Purchase of property, plant and equipment [7.154) [3.077)
Purchase of Intanglble asssts (31,203 (16,959)
Purchase of avallable for sale iIrvestments (1,.348107) 13,151,525)
Proceeds from sale of redemption of svallable for sale Inwestments 2287749 3510334
Other cash Inflows foutflows) assoclated with Investing actities a7 4,612
Met cash from investing activities 900,487 343,445
le=zue of eguity Irstruments - AT1 - 306,970
Proceeds from financial liabilities designated st far value 2,712,851 4507779
Repayments of financial labilities designated at fair valus (8,61,375) (3,576,478)
Proceeds from drawdown of subordinated debt - acansy
Repayments and redemption of subordinated debt a3 (666,077]
Distributions pald to halders of AT1 capital [net) [3744)
Meat cash from financing activities a 78,619 881,320
Met (decrease) { Increasa in cash and cash equivalents (14.945) 209,829
Opening cash ard cash equivalents 803,082 93,233
Met cash Increass 3877 783,77
Forelgn exchange (54,927 26,612
Closing cash and cash equivalents a gas.18 903,062
13
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Notes on Financial Statements

1 Accounting pelicles

Basls of preparation of company accounts
The financid Information Includes the financlal staternants of the

Company for the year ended 31 December 2017 The financial
Infomnation hiae been prepared under the historicd cost convention
micdified by the revaluation to fair value of certain positions, and In
sooordance with Intermationa Financid Reporting Stardards (IFRS) &3
sdopted by the Eurapean Unkon and with the Companies Act 2006,

The financlal statements have been prepared on a golng concern
baslzs due to expected future profitability and continuing support
fram MUSHD. The Company's business activties, together withi the
fectors likely to affect ts future dewelopment, performance and
position are s=t out In the Strategic Report on pages 2 to 3. The
financlal position of the Company, s liquidity pesition and bormowing
fecilittes are described through the financial staterments beginning
on page 20 In addition, the Business and Risk Managemenit Palicles
on pages 7 to 7 include the Compary's objectives, policies and
processes for mansging Its capital; 1ts financial risk management
obrjectives; and varlous farma of sk,

The Company has considerable financial resources together with
leng-term support from MUSHL: ss evdenced by additional capital
ratsed durirg the comparative period, and contracts with both a
broad range of customers and finandal institutions acrose different
geographic aress. As & consequence, the Directars belleve that the
Company 15 well placed to manage its business risks successfully
desplte the current uncertain global economic outlook. The
Directars hawe a reasonable expectation that the Company has
sdequate resources to continue In operational existence far the
fareseeable future. Thus they continue to adopt the going concern
bagls In preparineg the annual financial statementa.

Use of estimates and assumptions

The preparation of finarcial Information requires the ues of estimates
and assumptlons about future conditions. The wse of avallable
Information and the applicetion of jJudgement are Inherent In the
farmation of estimates; sctual results In the future may differ from
estimates uponwhichfinandal information lsprepared. The Compary
belleves that the critical accounting policies where Judgement s
necessarlly applied are those which relate tothe valuation of financial
Instrurnents [refer to Mote 23}, estimates of future cash flows ar
economic utlity of assete which drive the Impairment sssessment
of those aesete not carled at fair value through profic and loes,
sasumptions Included in the actuaral valuation of the defined benefit
penslon scheme (refer to Mote 7) and recognition of defered tax
masets (refer to Note B). See below for further comments an fair value
measurement of financial sssets and liabilities.

The recogrition of a deferred tex =sset relles on an sssessment
of the probability and sufficiency of futare taxable profits, future
rewersals of essting taxable temporary differences and ongoing
tax planning strategles. The mast signficant judgements relate to
expected future prafitability.

Trading assets and trading Nabilities
Long and short positions In debt (bonds, pass through motes
and =sset backed securities) and equity securities, which have

24

be=n scquired or Incurred principdly for the purpose of s=lling
or repurchasing In the near term or which are part of a portfolio
of Identified financial instruments that are managed together and
for which there Is evidence of a recent actual pattern of short-
term profit taking, are classified as held for trading. Such finandial
assste ar financial liabilities are recognised inttially at fair value,
with transaction costs taken to the mcome statement, ard are
subsequently remeasured at far value. All subsequent gains and
loeses fram changes In the fair value of these assets and liabilities
together with related Interest Income, Interest expense and
dividends, are recognised In the Income statement within trading
Income ag they arlse. Financial sseets and financlal labilities are
recgnised using trade date accounting.

Loans and recelvables

Loans and receivables are non-dervative financlal sssets with fixed
or determinable payments that are not quoted In an active market.
Loans and recelvables are Initlally recognisad st fair value including
direct and Incremental transaction costs. They are subsequenty
valued at amartiesd caost, using the effective Interest rate mathod,
less ary Impalrment.

Avallable for sale

Avallable for sale ("AFS") Investments are non-derivative Investments
that are not designated as ancther category of financial asset and
are carrled &t fair value. These securities are recognised using trade
date sccounting.

Interest Income I8 recogrised In the Income statement using the
effactive Interest method. Diddend Income Is recognised In the
Income statement when the Company becomes entited to the
didend. Forelgn exchange gaine or losses on AFS debt securty
Investments are recognised In net rading Income. Other fair value
changes are recognised drectly In shareholder's eguity within the
AFS reserve untll the Ivestment Is sold or Impaired, at which time
the balance Im equity Is recognisad In the Income statemant.

Financial instruments designated at falr value

Financlal Instruments, other than those held for trading, are
claselfied In this category If they meset one or maore of the criteria set
out below, and are so designated by management. The Compary
may deslgnate financial Instruments st fair walue when doing =0
results In more relevant Information due tothe followirg:

+ It eliminates or significantly reduces valustion of recognition
Inconsistercies that would otherwlse arise from messuring
finarcial aes=tz or financial labilities, or recognising gains and
lossss an them, on different bases. Under this criterion, the
main class of financial ratruments designated by the Company
Includes medium term note lssues and money market loans and
deposits. The return on certain Instruments has been matched
with derlvatives. An accountng mismatch would arse Ifthe debt
sacuritles and monay market trarasctions were accountad for
at amortised cost, because the related derivatives are measured
at fair walue with movements In the fair walue taken through the
Income statement. By designating these sssets and liabilities at
fair walue, the movemnent In their fair value will also be recorded
In the Income statement.
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» Groups of financial assets, financial lisbllities or combinatiors
thereof are managed and ther performance evaluated, on & falr
vaue basie In accordance with a documented risk management
arlrwestmeant strategy, and Information about groups of financial
Irstruments Is reported to management on that basis.

# Certain financial Instruments contain ane or more embedded
derivatives that significantly modify the cash flows resulting
from those financial Instrumenits.

The falr value designation, once made, 15 Imevocable. Deslgnated
financial aszets and financial liabilities are recognized on trade date,
when the Company entere Intc confractual arangements with
counterparties. Measurement Is Initially st fair value with trarsacton
coets taken directly to the Income statement. Subsequently, the fair
walues are remeaswred, and gaing and losses from changes therein
are recognised In the Income statement.

Repurchase and resale agreements
Securities which have been sold subject to an agreement to

repiurchaes remain on the balance sheet and a liability bazed on
the net present value of the sssociated future cash out flows 15
recorded within llabilities. Securities acquired In purchase and
resale trarsactions are ot recognised on the balance sheet and an
=aset based an the net present value of the assoclated fubore cash
recelpts Iz recorded within assets.

Certaintransactiorswhich sremanaged by the Tressury businessare
recorded as loans and recelvables {reverss repurchiaes agreements)
or liabllities at amortised coet (repurchase sgreements). &3 such,
the balances recorded In sssets and lisbilities are subsequently
remessured only toreflact the accrual of Interast ar Impairment.

&ll other gale and repurchase and reverse repurchass agreemenits
are treated as trading Instruments. As such, the balances recarded
In assets and llabilities are subsequenty remessured at fair value.
alns and loeses from changes In the falr value of the assoclated
cash flows are recognised In the Income statement as they arlss.
Aseets and liabilities are offset and the net amount reported on the
balance shest when there k5 a legally enfarceable right to offsst
the recognissd amounts ard there |2 an Intention to settle on a
net basis.

Issued debt - financial Nab ity vs equity classification

lszued financld Instruments or thelr components are classfied
=3 equity when there Is mo contrectual cbligation to transfer cash,
other financlal assets or Issue a varlable number of the Compary's
own equity Instruments to the holder of the Instrument. The
procesde of the lssue are reconded directly In equity, and held at
histerical cost. Incremental costs directly attributable to the Issue
of equity Irstruments are shown In equity as a deduction from the
procesds, net of tax. Bividerds and ather returns to equity holders
are recognised as a deduction from distributable reserves within
aquity when pald or declared by the Compary.

lszued financial Instruments or thelr components are classified a3
lizbilities If the underlying contract results In 2 present abligaton
far the Comparny toelther deliver cash, ancther financlal sssst, ora
warlable numbeer of the Company's own equity shares to the holder

of the Instrument. Financial liakiiies are measured at amortised
cost, except for trading liabilities and liabilities designated &t fair
value, which are held at fair value through profit and loss.

Where Issued financial Instruments contain both lability and equity
componenits, these are accounted for separately. The fair value of
the debt Ie estimated first and the remainder of the proceeds are
Included within equity.

Identification and measurement of Impalrment

At each balance shest date the Compary assesses whether there
Is abjective evidence that financlal assets not carrled at fair value
through the Income statement are Impaired. Financlal assets are
Impaired when objective evdence demoratrates that a loss event
has occurred after the Initial recognition of the asset, and that the
loes event has an Impact on the expected future cash flows of
the assst that can be estimated reliably. Examples of such events
would Include significant credit deterloration of the tssuer such
a8 8 elgnificant credit rating downgrade; default, delinquency or
barkruptoy of the Issuer or ancther specific event which would
lead to a decrease In expected future cash flows.

Impairment losees on aseets carrled st amortlsed cost are
measured &5 the difference between the carmying smount of the
financlal assets and the present value of estimated future cash
flows, discounted at the asests’ original effective Interest rate.
Losees are recognised In the Income statement and reflected Inan
allowarce agalnst the carrying value of the asssts. Interest on the
Impaired assat continues to be recognized through the unwinding
of the discount.

When a subseguent event, for example, reversal of one of the
conditicns outlined abowe, causes the amount of Impairment
loss to decresse, the Impairment loss 18 reversed through the
Income statemsnt,

Impairment losses on AFS Investment sscurities are recognised
by transferring the difference betwesn the amortized acquisition
cost and current fair value out of equity to the Income statament.
Whien a subsequent event causes the amount of Impalrment loss
on an AFS debt security to decreass, the decrease In Impalrment
loss 15 reversed through the Income statement. Impalment
losses aon AFS equity securities are not reversed through the
InCome statement.

Derivatives

Where contracts mest the definition of a derivative within 145 33,
they are recognised Iinitially, and are subseguently remeasured,
at fair value. All chamges In fair value, except for certan gairs and
loeses related to cash flow hedges, are recognised In the Income
statermnent within trading Income as they arise. Fair walues are
obtaimed from quoted market prices In active markets, or using
valuation techniques whare am active market doss not exist
‘aluation techiniques Include discounted cash flow models, recent
market transactions and option pricing models as appropriate. All
derivatives are cassifled =3 assets when their far value s positive
or a3 liabilities when their far value 15 negstive. Derivatives are
recognised using trade date accounting.

15
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Notes on Financial Statements (continued)

The company makes use of the exemption from dervative
socounting permitted within the standand for regular way purchiases
and sales of securiies - these are accounted for using trade date
socounting - see page 25,

Fimancial essets and liabilities are of feet and the net amount reported
on the balance shest f, and orly IF, the entity currenty has a legally
enforceable right of offset and there 1 an Intention to settle on & net
bagls, or to realies am asset and settle the lability simultaneocusly. In
many cases, even though master metting sgreements are In placs,
the relsted aseets and lisbilities are presented gross on the balance
sheet as these requirements are not met.

The value of derlvative contracts has been adjusted to Include the
Impact of counterparty credit risk ("CWA") and the cost and benefit
of future funding ("FVAT). The Impect of changes In the Compary's
own credit risk ["OVA") 18 materlally Included within the application
of Fv&. The Compary I8 the beneficiary of an Intercompany
guarantee fram BTMU which provides the Company with protecton
ower a portfalio of corporate dervatives. Thie guarantes does ot
meet the definiton In 14539 of a financial guarantee, and as such s
socounted for as a credit derivative.

Collateral

Cash collateral pledged by the Company on dertvative and octher
liabilitles |= classified &= an aseet within financial assste at amortised
coet. Cash collateral pledged by counterparties 1s classified within
financial liabllites st amortised cost. Thess balances are nitaly
rmieasured at far value and subsequently messured st amartised cost.

‘Where securlties are posted to counterpartlies &5 collateral agalrst
liabilities of the Company the security will be retained on the
Company'’s balance sheet and will ot iImpact the recorded labilty.
Callateral recelved In the form of securities Is not recorded an the
balance sheet.

Embedded derivatives

Derivatives may be embedded In other contractual arrangements.
Embedded derivatives are trested as esparate derlvatives when
thelr economic characteristics and risks are not cearly and clossly
related to those of the host; the terme of the embedded derivatives
would meet the definition of a stand-alone derlvative f they weare
contained In 8 separate contrect: and the combined contract ks
not held for trading or designated at fair value. These embedded
defivatives are measured at far walue with changes In fair value
recognised In the Income statement.

The Compary has embedded dervatives withinIts Issued structhured
notes portfollo, those notes are carried at fair vaue through profit
and loss under the falr value option.

Equity finance assets

Equity finance assets are recognised Initially, and are subsequenty
remessured, st fair wvalue. All changes In falr value, are recognissd
In the Imncome statement within trading Income as they arise. Fair
walues are ocbtalned from quoted market prices In active marksts, ar
using waluation techiniques where an active market does not exst.
Equity finarcing assets are recognised uelng trade date sccounting.

26

Hedge accounting

At the Inceptlon of a hedging relationship, the Company
documents the relationship between the hedging Instruments
and the hedged Items, s risk management objective and
Its strategy for undertaking the hedge. The Company aleo
requires 8 documented assessment, both at hedge Inception
and on an ongolng basls (both prospective and retraspective
effectiveness), of whether or not the hedging Instruments are
highly effective In offsetting the changes In the fair values of
thie hedged Items attributable to the hedged risks. Hedges are
designated by the Company as either. hedges of the change
In falr value of recognised asssts or llabllitles (fair walue
hedges’) or hedges of the varliability of cash flows attrbutable
to @ recognised asest or llabllity or a forecast transaction ('cash
flow hedges).

Fairvalua hedges

Changes In the fair value of derlvatives that are designated, and
qualify, as far value hedging Instruments are recorded In the
Income statement, along with changes In the farr value of the
hedged asests, llabllities ar groups thereof that are attributable
to the hedged risk. If a hedging relationship no longer mests
the crterls for hedge accounting, the cumulative sdjustment
to the carrying amount of the hedged item Is amortsed to the
Income statement based on a recalculated effective iIntarest rate
ower the residual period to maturity, unless the hedged item has
been derecognised, iIn which case, it & relesssd to the Income
staterment Immediately.

Cash flow hedges

The effective portion of changes In the fair value of derlvatives that
are designated and qualfy as cash flow hedges 15 recognised In
eharehalder's equity within the cash flow hedging reserve. Ay gain
of loss In far value relating to an Ineffective paortlon 15 recognised
Immediately In the Income statement. Amounts accumulsted
In equity are recycled to the Income statement In the perlods In
which the hedged tem will affect prafit or loss. When a hedging
Instrument explres of Is 5old, or when a hedge no langer mests the
criterla for hedge accounting, any cumulative galn or lose existing
In equity at that tme remains In equity untll the hedged trarmacton
Is recogrised In the Income statement. When a hedged forecast
transaction I8 nio konger expected to oceur, the cumulative gain ar
loes that wes reported In equity Is Immedistely traneferred to the
Income staterment.

Derecognition of financlal assets and labilities

Financlal aesets are derecognised when the rights to recelve cash
flowe from the assets hawe explred; or when the Compary has
transferred both s contractual right to recelve the cash flows of
the financlal asests, and substantially all the risks and rewards
of ownership; or where control 15 not retained. Financlal liabilities
are derecognised when they are extinguished, thst 13 when the
obligation Is discharged, cancelled or expired.

Fair value measurement of financial assets and Nabilities

Fair value Iz the amount for which an asset could be sold, or a
llability transferred, betwesn kmowledgeable, willing parties Inan
arm's length tranzaction an the measurement date.
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When swallable, the Compary measres the fair value of an
Instrument using guoted prices In an active market for that
Instrumenit. & markst 5 regarded as active If quoted prices are
readily and regularly avallable and represent actual and regularly
occurring market trangactions an an arm's length basis.

If the market for a financial Instrument 15 not active, the Gompany
establishes fair walue using welustion techniques. Valuaton
technigues Include using recent arm’s length transactiors
between knowledgesbls, willng parties (f avallable), reference to
the curment fair value of other Instruments that are subatantially
the same, dscounted caeh flow amalysls and optlon pricing
midels. The chosen valuation techrique makss maximum use
of markst Inputs, relles s= little as poselble on estimates specific
to the Company, Incorporates all factors that market participants
would consider In sstting a price, and Is conslstent with accepted
economic methadalogies for pricing financial Instrumants. Inputs
to valustion technigues ressonably represent market expectations
and messures of the risk-return factors Inberent In the financial
Instrument. The Company callbrates waluation techniques and
tests them for validity using prices from observable current market
trarszctione In the s=ame instrument or bazed on other avallable
cbaervable markst data.

When unobservable market data hae a significant Impact on
the waluation of financial Inetruments and the model valuations
Indicate inital profits or lossee on the transaction, the entire
Initial gain or loss Is not recognised iImmediately In the Income
staternent. The Initial gain or loss 13 measured as the difference
In falr walue Indicated by the walustion model price and the
transaction price. These gains or losses are deferred and
recognised awer the life of the transaction on a systematic basls,
or when the Inputs become observable, or the transsction
matures of Is closed out, or when the Company enters Into an
eligible offsetting of economic hedging transactlon which
provides a market data point to demonstrate observability of the
unobservable iInput{s). Refer to Mote 23 for further detall on the
falr value of financlal Instruments.

Transactions in which the Company acts as an agent

Where the Company &cts & an Intermediary on behalf of another
entity and does not hawe exposure to the significant Asks and
rewards assoclated with the activities performed, |t 15 determined
to be acting Im an agency capacity. When examining relatiorships,
MUS(EMEA) reviews which entity has primary responsibility for
prowiding services to customers, has Inventory risk, has latitude
to establish prices, or bears credit risk of the transaction. In the
abeerce of evidence or analysie to the contrary, MUS(EMEA) will
follew the legal form of traressctions and arrangements will be
reported as principal relationships.

When the Company acts as an agent on behalf of ancther entity,
nelther the smounts collected from clients on behalf of the
principal entity nor the amounts pald awsy to the principal entity are
recorded In reverue. Rather, MUS{EMEA) records revenues as the
commissions recelved from the principal, such revenue Is accrued
&3 the service I8 prowvided. Similarky, unsettled amounts relating to
agency trading will mot be shown on the balance shest.

Curing the period, certain contrects relating to the Equity Sales
business were reviewed and It was determined that the Compary I8
acting In an agencycapacity on behalf of an affiliate. The accounting
trestment for transactions within this business was changed
accordngly. The Impact of applying this change In accounting
policies tothe current and comparative perlod was E NIl

Management fees and commission
Management fees and commisslon are recognissd In the period
during which the management service has been provided.

Client money segregation

TheZompany holds money on behalf of some dients In accordance
with the Client Money Rules of the Financial Conduct Autharity.
Such manies and the cormesponding amounts due to clients are not
held on the balance sheet s the clients retain beneficial cwnership.

Met Interest Incomea

The interest balances presented within the Income staterment re present
the returns and coets to the firn of holdng regulstory buffar asssts and
long term Inwestment postions. These posiions are held and managed
within the Treasury function. Interest Nncome rRpeEsents Coupon INCome
and amortisation of any premium or discount arksing upon punchass of
AFS Investmerts and certain reverse repurchase sgreements treated as
loamz and recelvables. Interest expense represents the cost of funding
these poetions and ncludes the coat of repurchase sgreements held as
liabilities at smortissd cost, Interest payable on subordnated debt, and
Imterest costs an cther sources of funda that support these Investments.

Any coupon recelvable or peyable on tems which are part of the
trading actidtiee of the Company are Included directly within
Trading Income.

Forelgn currencias
The financld statements are presented In pounds sterling which I
the presentation and functional currency of the Company.

Monetary sssets and liabillities denominated In forelgn currencles
and open forward forelgn exchange contracts are translated using
the rate of exchange prevalling at the balance sheet date. Galns ar
loeses on translation are Included In the Income statermant.

The assets and liabllities of the Compary recognised In forsign
currencies are translated to the Compary's functional currency at
the exchange rates of the reporting date. The Income and experses
of the Compary are tranelated to the Companys functional
currency at the exchange rates at the dates of the transactiors.

Property, plant and equipment and intanglble assets

Property, plant and equipment and Intangble assste are meazured
gt cost lees accumulated deprecistion and any accumulsted
Impairmerit losses.

Experditure to bring purchased software Into operstional use and
Internally developed software are recognised as Intanglble assets
when the Compary conslders that the software will be ussd In &
manner that will generate future economic benefits ard can rellably
measure the costs of development.
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Notes on Financial Statements (continued)

Al fixed s=sets are revewed for Impairment on sn annual baels.
Bagets are Impared where it 15 consldered that the future ecoromic
benefit of the asset I3 lower than It camying amount. Such
Impairment lasses are Included directly In the Income statement.

Dapreciation s provided to write off the cost less estimated resldual
walue of tanglible fixed assets and Intangble software sssets by
equal Instalments over their estimated useful lives as follows:
Leasshald Improvements 10-25 years or owver the
remaining term of the lease

Office furmiture and fittings Eyears
Office machinery and equipmenit 3-byears
Intangible software 3-7years
Finance lease azsets Lease term

Laases

& lease I& classifled at the date that the Comparny enters the
sgreament as ether & finance lease ar an operating lesse. A lease
that tranefers substantially all the risks and rewards Incidental to
ownership tothe Comparny I8 claselfled as a fimance lease.

Finance |leases are caphtallesd ss assets st the lower of the fair
walue of the property which 1z belng leased or the present value
of the minimum lesse payments. The Income statement Is affected
by both depraciation of the capitalised asset and interest on the
milnimum lease payment lisbility.

An operating lesse |= & lease other than a finance lease. Operating
lesse payments are recognised ss an expense on a straight line
baslz over the leass tarm.

Taxation

Taxation comprses current and deferred tee. Current tax and
deferred tax are recognised In the Income statement except to the
extent that they relate to ltems recognised directly In equity.

Current tax is the expected tax payable or recelvable on the taxable
Income or loes for the year, using tax rates enected or substantively
enacted &t the reparting date, and any adjustment to tax payable In
respect of previous years.

Deferred tax 1z recognised In respect of all termporary differences
and tax losees that hawve ariginated but nat reversed by the balance
sheet date. Temporary differences are divergences between the
Company's results for tax purposes and it results as stated In the
financial staternents that arlse from the Inclugion of Income and
exXpenseE In tax assesaments In perlieds different from those In
which they are recognised In the fnancial statements. Temporary
differences and tax losses are taken Into account IF they have
originated prior to the balance shest date and are expected to
rewerse Inmone of mare future perods.

Deferred tax 15 calculated st the tax rates that are expected to be
applied to temporary differences or tax losses when they reverse,
baged an the laws that hawe been enacted or substantively enscted
by the reporting date. Deferred tax assets and liabilities are offset
If there Is a legally enforceable right to offset current tax liabilities
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against current tax asests, and they relste to taxes leved by the
same tax authority on the same taxable entity, or on different
taxable entities which Intend to settle current tax labilities and
a88&tE an & net basls.

A deferred tax asest Is recognised for unused tax losses and ather
deductible temporary differences to the extent that It 1s probsble
that future tacable profits will be avallable agairst which they can
be utilised. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that It 15 ne lkonger probable that the
related tax benefit will be realised.

Dweferred tax balances are not discounted.

Employee benefits
5taff are remunerated through both salary and annual performance

based discretionary compensation awards. Performance based
gwards are calculated annually, and reflect the performance of
bath the Inddual and the Company during that snnual percd.
Portions of performance based awards are pald by the Company
on deferred terma. From 2011 orwards, & portion of these deferred
awards for certan employess subject to the PR&'s Remuneration
Cade 1= inked to the performance of the share price of MUFG.
Thess awards are termed Motlonal Stock Units (NSL's).

‘Where payments are made on a defarred basie and the cash value
15 fimed &t the sward date, the Company recognises the costs of the
deferred awards during the perled that the sward Is made, even
though caeh payments will mot b2 made until future periods. The
Company conslders that this treatment most effectively represents
the costs of employee compeansation for the perlod.

Where payments are made on a deferred basis and the cash value
I5 linked 1> the MUFG share price, the Compary amartses the
expected cost of the sward across the entire deferral pericd, and
records as an expense only that portlon which 1z deemed to have
accrued during the current period.

Pensions

The Company maintains both & defined contribution pension
scheme and a defined bensfit pension scheme (the defined benefit
gcheme s closad to new entrants and to future accruals).

Far the defined contribution scheme, pansion costs are charged to
the Income statement which repreeant the contributions payable o
the scheme In respect of the eccounting perod.

Far the defined beneft scheme, penslon scheme assets are
messured using market walue. Permlon scheme labllities are
measured using & projected unlt methed and discounted at the
current rate of return on high quality corporate bonds of eguivalent
term and currency to the lability. Ary Increase in the present value
of the llabilitias of the Company's defined benefit persion schame
expected to arlse from employes servce In the period 1s charged
to Profit on ordinary activities before taxation. The expected return
on the scheme's assets and the Increase during the perled In the
present walue of the scheme's liabilities arising from the passsge
of ime are Included In sdministrative expenzes. Actuarlal gains
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and losses are recognissd In the statement of total compreheneive
Income. Defichts In the scheme are recognised In the Compary's
balance shest. Surpluses are only recognized to the extent that
they are recoserable through reduced contributions In the future ar
through refunds from the schemes.

The Company recognizes the effect of material changes to the
terms of Its defined benefit pension scheme which reduce future
benefits a8 curtallments; gains and losees are recognized In the
Income statement when the curtallments ooour.

The Compary revalues its defined benefit scheme at 30 June and
31 December each year, Inconsultation with the scheme’s sctuaries.
The sssumptians underlying the calculations are used to determing
the expected Income statement charge for the year going forward.

Adoption of new and revised Standards

In the current year, the following rew and revsed Standards and
Interpretations hawe been adopted when preparing the amounts
reparted In these financial statemeants. Only those Standards which
are pertinent to the Company are summarissd:

= Amendments to 1AS 12: Recognition of Deferred Tax Asssts for
Unrealised Losses

Amendments made te 1451210 January 2016 clarfy the accounting
for deferred tax where an asset I8 measured at falr value and that
falr value ks balow the asset’s tax base. The amendments confirm
Items rel ating to: the exstence of temporary differences when the
carrying smount of sn asset 15 lees than Its tax base; assumptiors
of recowery walues higher than carrying walues In estimation of
future taxable profite are scceptable; recoverability of defermed
tax assets must be aesessed In combination with other defemad
tax ae==ts of & similar type where tax law restricts the sources
of taxable profits against which they can be recovered; and tax
deductions resulting from the reversal of deferred tax assets are
excluded from estimated future tadable profits used to evaluate
the recoverabl ity of those assets. These amendments do not have
any Impact aon the Company's financlal statements In the current
or priar pericd.

* Amendments tolAS 7: Disclosurs Initiative

Amendments made to A5 7 requre additional disclosure to
explain changes In llisbilites ansing from financing activities. This
Includes changes arising from cash flows and non-cash changes
such as acquisitions, dispoeals, accretion of Intereat and uninealissd
exchange dfferences. Changes In financial sssets mustbe Included
In this disclosure f the cash flows are Included In cash flows from
financing activities.

= Annual Improvements 2014-2016 cycle: Amendments to IFRS 12

The amendmenits clarify that the disclosure requirements of IFRS 12
apphy tointerests In entities that are classfied as held for sale, encept
far the summarsed financid Information. These esmendments do
niot have any Impact on the Compary's financial statements In the
current or prior pericd.

Future Accounting Developments

The folowing standards, which have been Issued but are not yet
required to be applied, are likely to hawe an Impact on the entity’s
financial reports (raote, amerdments which are not expected to
hawe an Impact on the Compary's financial reporting have not been
summarised here):

IFRS 8 Financial Instruments

IFRS 8, which will replace 145 33 Financial Instruments: Recognition
and Measurement, Is effactive for pericds beginring on or after 1
Jaruary 3018 and was endorsed by the EU In Mowember 206, The
etandard Ie separated Into three component parts, the expected
Impact of each Is detalled below:

Classiflcation and measurement

IFRS Introduces new requirements for the categorisstion of
financlal azsets which will be based on the business madel under
which those assets are managed and their contrectual cash flow
characteristics. Financial asssts will be measured either at:

* amortised cost, whers the business model Is tooriginate or buy
and hold the aszet In order to collect contractual cash flows, and
those cash flows represent only repayments of principal and
Interest,

+ fair value through profit and loss, where the businese model
I3 short term profit taking (trading bock) or far value optian
elections are made, or

* fair walue through Other Comprehensive Income, where assets
are held In & business model whase cbjective I8 achlewed
elther by sale or collection of contractual cash flows; and the
cantrachual cash flows represent only repaymente of principal
and Interest.

The Company may elect to camy aseets at fair value where doing so
slgnificanitly reduces measurement or recogniflon Inconsistencles
[l.2. whera measuring aes=ts ard llabilities on different bases would
creste an accounting mismatch)

Canelstentwith thecurrent treatment under 145 39, the vast majorty
of Company's azsets will b= recognised at far walue through profit
and less within the tradng bzok under IFRS @ reflecting the business
miodel of cllent esrvice and short term haldings. Positiors are
typically maintained to service client requests, are traded dirsctly
or risk exposures of thoss poeitions are traded through mitigating
trangactions to protect profita. Certain businesses hold assets
for konger perods In order to predde funding to clients, these
expoeures typlcally contain exctic risks (eg. equity or structured
credit) and would not mest the solely payments of principd or
Interest reguirements of the standard. As such, these are assets wil
alsc be carried at far value through profit and loss.

Certain positions within the Company's Treasury business do not
maet these criterla. The Company's liquidity buffer asset portfolio
conalets of liquid high credit guality debt securities which are
held to =atisfy regulatory requirements: assst sales from this
portfollo may be required to support caeh needs of the business.
The liquidity buffer Iz predominantly held In the farm of securlties
rather than cash In order to enhance yield. &z such, this portfalio
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Notes on Financial Statements (continued)

will be carried at fair value through ather comprehensive Income.
The Tressury business also source liquid assets through securities
barrowing tramaactions which are typically held to tarm ard which
are comprised of contractual cash flows representing only principal
and Interest - these trades will be carrled at amotised cost.

The accounting for financial liabilities Is largely unchanged, and
the Company expects to continue with the current classification of
these paositions. |FRS 8 reguires entities to record changes In the fair
walue of liabllities far which the fair vdue option has been elected
due to mowements In the credit risk of the entity through Cther
Compreheraive Income. The Company maintane a portfolio of
Issued structured notes and Intercompany boans under the fair walue
option (zee Mote T7). These liabilities are not ectively traeded In the
rmiarket, with motes typlcaly Esued Wia private placemeant to Japanese
Inwestors wia an affillate. The walustion of these positions currently
Includes cormaiderstion of the Compary's cost of funds, which
Includes the Impact of own credit nsk. The Compary continues o
=asess prectical methods for separsting movements In value of these
liabilties due to changes In its own credit risk from other fair walue
movements In the absence of quoted COS or direct debt Issuance
to the market which would allow such spresds to be inferred. In
light of the observed etability of the proxy spread for own credit, the
Company does mot expect this change to have a material Impact.

Impairment

Under IFRS 0, expected credit loeses are required to be recognissd
far all assets which are not carrled at fair value through profit and
loes. 12 months expected losses must now be recognised drecty
In the Income Statement upon Initial recognition of assets, which
Incresses to lifetime expected lossas where assets are subject to
slignificant credit deterloration after Initial recognition.

The Company Wil Include expected credit loeses against portfiollcs
which are not carrled at fair value through profit and loss as noted
abowe. Due tothe high credt quality of the securities held within this
partfolic ard the collateralization avallable for securities bormowing
transsctions, the estimsted slze of expected credit losses at
trarsition I8 calculated In & conservative manmer to reflect externa
credit ratings, implied probability of default, ard market sssumed
recovery In the event of default. The most conservative estimate
fram this process I8 a loss prodsion of approximately E250k
zgalnst & portfolio slze of £1,500 milllon. Due to the retrospectve
application of IFRS 9, this transition adjustment will affact retained
earnings. The key driver of volatility In this balance In the future 8
likely to be partfollo size.

Hedge accounting

Mew rules are prowided for hedge sccounting, mare closely
aligned with riek management practices, reducing the recessity
far guartitatiwe effectiveness testing, and remowing rules for
waluntary designation and de-designation outside of documented
risk management sctivity. IFRS 9 Includes an option far reparting
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entities to defer sdopticn of the hedge accounting guidance and to
retaln the hedge eccounting guidardce within 145 38, The Compary
Intends to make this accounting policy chalce, and will continue
to use the 145 389 model. This accounting policy chalce wil be
restesed In future periods to determine the benefits of transitioning
tothe new IFRS B model. It s expectad that thie policy cholcewillbe
remiowed when the standard governing macro hedge accounting
Is Iz=sued.

IFRS 15 Rewenues on contracts with customers:

IFRS 15 13 effective for periods beginning on ar after 1 January 2018
and was endarsed by the EU In September 2016 It will replace
145 18 Rewenue and 145 11 Construction Contracts, and applies to all
contracts with customers except leases, financld Instruments and
Insurarce contracts. |t establishes a stepwise madel far revenue
recognition which requires Identification of contracts, separating
thase contracts Into diecrete performance abligations, allocating
conalderation to esch cbligation, and recognising revenus only
once each obligation Is satisfled.

Due to the nature of the Company's business &5 a clent service
focussed financlal Instiution, much of the Compary's revenue
arises from financial Instrument transactions and I8 Mot within the
scope of this standard. As such, the Implementation analysls has
focussed on business areas where services are provided to clients
or affillates, partcularly within the Capital Markets ard Structured
businessas. Due to the shart term nature of many of the Company’s
contracts and the limited nature of servces specified within those
conitracts, the adoption of IFRS 15 I8 nat expected to have s mataral
Impact an the timing of revenues recognised by the Company.

IFRS 16 Leases

IFRS 16 requires lessees to record operating leases on the Balance
Shi=et as an asset (the right to use the leased item) and & finandal
liability (the discounted value of future lease payments). An cptional
examption exists for short-term and low-value leases. The Income
statermnent I8 affected by thess charges, and the operating lease
expenses are replaced by depreciation of the Aght of use aeset and
Interest sccretion representing the reverasd of discounting agalnst
future lease payments. Operating lease payments are currenty
Included within Operating cash flows under current accounting
etandards, under IFRS 16, cash payments against operating lesses
will ke reflected a& financing cash flows within the Compary's cash
flows statement, with any Interest on the lesse lisbility recorded as
operating cash flows.

The Compary estimates that assets and liabilities will Increase by
approximately E50.0milllion on adoption of this standard, principaly
comprised of fght of use sssets and cbligations to make future
lease payments aganst the premisss ococupled by the Company
[lezsed untl 2029}, After adoption, comesponding cash out flows of
approximately £4.2 million will be reported =s Financing cash flows
rather than Cparating cash flows.
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2 Interest income and similar income

2017 2016

EDOD E°000

Interest on non-trading assets 18,325 niaz
Interest on koans and recelvables from banks 2,601 1,287)
20,926 29,755

‘Interest on koans and recelvables from banks' Includes reverse repos reported at amortised cost, which were Impacted by negstive ELIR
and JPY rates during 20716 and 2017,

3 Interest expense

2017 1016

£D00 £°000

Interest on non-trading liabilites 1,460 4,680
Interest on loans and payables to banks Q5 g0
Interest on subardinated lisbilitize 2378 7122
4,433 12,769

‘Interest on subordinated liabllities’ refers to Intercompany subordinated debt ssued to the Company's Immediate parent, MUSHD
[refer Mate 19}, Impacted by the partial repayment of Tier 2 loans totaling JFYN3175 billion in December 206,

4 Administrative expenses

017 2016

E000 E°000

‘Wages and salarles 12,019 106,808
Retirament berefits 5645 4,636
Social security coEts 17.014 14,675
Parsonnel expansas 143,678 126,119
Auditor’s remuneration (Mote 5) a8 858
Operating lease rentals: property 3.5 B44
Other administrative expense E09TE B4,305
General and administrative axpensas 55,196 66,017
Total administrative e xpenses 198,874 192,136

The awerage number of employees of the Company was 629 (2016: 587), split 164:485 (2016: 151:438) between front office and support
ataff respectively.

‘Cither admiristrative expense’ Included a chiarge of £8.8925m In December 2016 related to a setlement sgreement reached with the PRA,
Refer to the 2006 Financial Statements for detalls.

‘Total administrative expenses’ Incudes ressarch and development expenditure of £5.6m (2016: E6.3m) representing employee wages and
salaries, project contractor, corsumable and softwane costs.
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Notes on Financial Statements (continued)

5 Auditor’s remuneration

The analyels of the auditor’s remuneration ks as follows:

0mT 206
£000 £°000

Feea payable to the Company's auditor for sudit and other servces:
Statutory sudit fees A5 415
Budit related assurance servoes E1 BS
Other taxation advsory services - 0
COther serdoces - 170
Other assurance services 12 128
Services relating to corporate finance 34 7
G681 B50
Fees payable to the Company's auditer in respect of assoclated pension schemes: 12 18
Total auditor's remuneration L2k 868

& Share based payment plans

HNotional Stock Units
Thie Compary ewarded M5Us to s number of employess during the year. The NSUEe are deferred over a period of 3, 5or 7years, depending
an gward date and the Indviduals role, ard track the performance of MUFG shares (se2 accounting policles).

2om7 2016
Mo. Units Value Ne. Units Value
{000} (E"DOD) ("00o) (E000)

No. of N5Us cutstanding as at 1 January 4,740 4,445
Granted during the year:
Mo, of M5Uz gramted 1.995 1968
‘alue i GEP '000 equivalent at grant date 10,276 10,332
Less:
Mo. of N5Us vested during the year (2,265) .674)
HAwerage share price st vesting / payment (JFY) &01 524
Ma. of M5Ue forfelted [ cancelled (urwested) -
No. of N5Us as at 31 December 4,470 4,740
Fair value of outstanding N5Us at 31 December 22,810 21919
a2
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T Retirement benefits

The Company provides a defined contribution persion scheme, the Group Persanal Penalon Flan ((GPPP®), for employeses of the Company.
The ass=ts of the scheme are held separately from those of the Company In an Independently administered fund. The cost for the period
recognised In the Income statement was £5.6 milllon (2016: £4.6 milllon).

The Company also provides a funded, final salary, defined benefit pension scheme which was closed to new entrants and future accrual
In 20M. The assets of the scheme are held separstely from those of the Company In & segregsted fund sdministered by trustess. The
scheme e deemed to be 3 registered penslon scheme under the terma of Schedule 36 of the Finance Act 2004 with schame funding
target objectives set by this act. Penslon valustions are undertaken by an Independent qualified actuary with reporting guidelines set by the
Tachnical &ctuarial Standard with calculations conelstent with the International Accounting Standard {71A5197).

An update to the latest actuarlial valuation was performed &3 at 31 December 2017 and the principal actuarial assumptons at the balance
sheet date were &3 follows:

07T 2016

% %

Discount rate 260 2480
RPlinflation essumptian 345 350
CPlinflation sssumpton 245 250
LPI peraion Increass assumption 345 350

The discount rate assumption 1s based upon published corporate bond indices. The inflation assumptions reference Bank of England
published yeld curve data.

The underying mortality sssumption Is besed upon the standard table known ss 52F4A_L on a year of birth usege with CM1_2016 fubure
Improwement factors with a kong term annud rate of future Improvement of 1.25% paa. (2016 52PXA_L on a year of birth usage with CI_21015
future Improwement factars with s kong term annual rate of future Improverment of 1.25% p.a ) This results In the following life expectancles:

* Male age B5 now has a Ife expectancy of 23 years (prevously 23 years)
* Female age 65 mow has & Ife expectancy of 24 years (prevously 24 years)

The amounts recognised In the balance sheet a5 st the year end are a8 follows:

201 eiei [

£000 £°000

Present walue of funded cbligations [185,745) [125,491)
Fair value of plan assets 200,644 181780
Recognisable surplus (deficit) In the schemea 15,849 77m
Related deferred tax aszet [ (llability) 4,2000) 2,083
Met pension asset [ (Hability) 1,649 (5.628)

The amounts recognised In the Imcome statement within administretive expenees tatal E114k debit (2006: E527k credit). The projected
Income for the calendar year 2018 15 £516k credit within adminlstrative expenses.

&ll scheme costs are met directly by the Company ard are therefare excluded from these disclosures.
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Notes on Financial Statements (continued)

T Retirement benefits (continued)

Chianges tothe present value of the scheme llabllities far the year end are as follows:

017 2016

E000 E0D0

Presant walue of unfundad cbligation at apening 188,491 144950

Interest cost Edara 5775

Bctuarial remeasurament 3502 41,718

Benefits paid f12768) (2,853

Present value of obligation at clesing 185,795 189,401
Changes In the fair value of the scheme assets for the year end are as follows:

017 2018

E000 £ 000

Fair walue of plan assets at opening 18780 154,450

Expectsd return on plan assets 5,364 56,302

Bctuarial remeasurament 19,638 16,646

Bensfits paid by fund 12,768) [2,853)

Caontributions pald by the Company 1627 7334

Failr value of scheme assats at closing 201,644 181,780

The expected contribution 1o be pald by the Company for the forthcoming year (year ending 31 Decembser 2018} 15 £6.6 million.

The market walue of total scheme assets for the yesr end are &3 follows:

0m eiei ]

£000 £000

LK equities 46,165 42646

COiwerseas equities 121,351 105,8R3

Ahealute return 20026 32,408
Property 1,920

Cash 202 843

Total 201,644 181,780

&l scheme assets have a quoted market price In an active market. The assste of the scheme are held esparately from those of the Company
In funds under the contral of the Trustees of the scheme.

24
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The amounts recognised In Cther Comprehensive Income for the year end are ss follows:

2017 2016

E000 E000

Bchual return less expected return on scheme assats 18639 16,646

Experience gains and lossee arsing on scheme liabilities 3,385 2956

Charges In assumptions underlying the present value of echeme liabilities (6987) [44,674)

Actuarial gain / (loss) recognised in OCI 16,047 (25,072)
Mowemnent In recognisable surplus [ (deficit) during the pear are a5 follows:

2017 a0e

E000 £000

[Deficit) / surplus at start of year An 0,500

[Expense) Income recognised In Income statement My 527

Contributions pald by the compary 1627 7334

Recocgnieed actuarial gain / (loezes) 16,047 (250732)

Surplus / {deficit) at end of year 15,848 (7.71)

Anakysls of present value of echeme llabiltes:

2017 prloi 3

% %

Defarred members T TH

Current pensloners 23 22

Total oo 100

The below table shows the Impact onthe present value pleced on the scheme's liabllities of the stated changes to the actuarlal assumptions
[refer page 33). These sansitvities have been determined by a full recalculation of the present value using the different assumptions and are
therefore fully accurate (2016: same approach)].

2017 2016

% %

Ciscount rate 4/- 0.5% 1413 My +13

RPland CPI+- 5% R 4474

Life expectancy +/- 1 year +H /-4 +3/-3

Penelon Increase (in payment and deferment) +/- 0.5% +H -3 nfa
The welghted average duration of the echeme llabilties s approximately 25 years (2016: 25 pears).

a5
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Notes on Financial Statements (continued)

8 Applicable taxas

om 206

£000 £°000
UK eorporation tax
Current year (20767) [15,731)
Ad|ustments In respect of prior years 2352

(18,415) (15,731)
Foralgn tax
Currerit year (1,345} (1028
Bdjustrments In respect of prior years - -
Total current tax {19, 763) (16,757}
Deferred tax
Origination and reversal of timing differences (E.810) [7.60E)
Effect of reduction In rate used to recognise deferred tax assets 1338 [464)
Bdjustments In respect of prior years N.264) B/056
Total deferred tax (8.513) (2,004)
Total tax expanse (28.276) {18.851)

Corporation tax Is calculated at 2725% (2016 28%) of the estimated taxable profit for the year. The decreass In tax rate reflects a reduction
In the standard rate of corporation tax from 20% to 19% effective 1 Aprl 20717, The Company continues to be subject to the 8% corporation
tax surcharge applicable to banks and brokers.

The charge for the year can be reconclled to the profit In the Income statement as follows:

2017 2018

E000 E000

Profit on erdinary activities before taxation 108,040 TB.750
Tax at the UK corporation tax rate of 27.25% (2016 28%) (28,457) (22 0500
Tax effect of expermes that are not deductible In determining taxable profits {402y (3,415)
Fareign tax suffersd (282} (73
Deferred tax pricr yesr adjustment {124y 6086
Effect of reduction In rate used to recognise deferred tax assets 33 [4E4)
Realisation of deferred tax assets presously valued below current year statutory rate e -]
Currenit tax prior year adjustment 2352 -
Share of group bank eurchange allowance 1,600 1280
Tax expense for the year (28.2786) {18, &851)
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In addition to the amount charged to the Income statement, the following amounits related to tax have been recognised in Other

comprehenalve Incame:
T 2016

E000 E°QD0
Currant tax 1,402
Deferred tax
Itams that will not be reclassified subsequently to profit and loss
Remessurement of met defined bensfit Iability [4,253) 8104
ltams that may be reclassified subsaquently to profit or loss
Hwallable for sale financlal assets loeses [ (gains] In period 17 [1.408)
Cash flow hediges (gains) In period (87 [
Total Income tax recognised in other comprehensive income (2.921) 4,525

Deferred tax assats

The followirg are the deferred tax assets and llabilites recognised by the Company and mowemenits thereon during the current and prior

reporting perlod.

Balance as at Transferred Balance as at
1 January Charge to Charge to from other 31 Decembar
2T profit orloss OCl  recelvables 2017
£'000 £°000 £°000 £'000 £°000
fccelerated tax depreciation 5852 1.228) 4724

Unused tax credits 202 [(B0Z)
Deferred compensaticon 10,382 [B58] 8,523
Spreading of IFRS 13 transitional adjustment 23n [365]) 1944
Cash flow hedges reserve Me) {87 - [203)
Bwalable for ssle financlal assets 1.147) 7 17 - [@14)
Retirament benefit abligations 2083 (2,029) [4,253) (4,200
Tax|ossas n773a (4,250) 7522
Total Balance 32,040 (8.513) (4,323) (802) 18396

Deferred tax aseets are valued st the applicable corporation tax rate based on the perod In which the underlyng temporary difference s
expected to reverse. The deferred tax assets abowe have been recognised bazed on supporting profit forecaste demonstrating sufficient
future profits against which the asests can be utllised. Under UK tax rules, tax losses can be carmed forward Indefinikely. The offset of pre
April 2015 losses carrled forward by UK banks and brokers 1s imited to 25% of taxable profits. Whilst the restriction on the use of carred
farward loeses will rezult In them being utllised over & longer perod It should nat Impact the ultimate recoverability of the losses and hence

adeferred tax assst hes been recogrized.
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Notes on Financial Statements (continued)

8 Notes to the Cash flow statement

Cash and cash equivalents comprise cash and shart-term bank deposits with an original maturity of three moniths or less, net of outstanding
bank owerdrafte. The carmrying amount of these assets s approximately equal to thelr face value. Cash and cash equivalents as shown In the
staternent of cash flows can be reconciled to the relsted tems in the balance sheet position as shown below.

2017 2018

£000 £000

Cash and balances at central banks 076,430 975,454
Deposits by banks repayable on demand (BB,311) (72,392
Total cash and cash equivalents 888,119 903,062

The table below detalls changes tothe Compary's liabilities arising from financing acitivities, iIncluding both cash and non cash changes.

Effect of
changes
Balance as at In forelgn Balance asat
1January Financing Changes in exchange 31Decembar
2017 cash flows falr values rates 2017
£000 £000 £000 E000 £°000
Cim lezued nates 2,098,543 [418,863) 10552 (127,333 1,657,863
Cammercial paper 476,070 §26,787 [786) [1,478) 1,300,603
Cither fimancial labilities BEG,220 200,432 [BITT) (BE799) 292076
MUSHD loan facility 1123704 (269.973) (245} 1390143 na.4an
Subordinated liabilities 308,151 - ] 19,106} 200038
Total Habilities from financing activities 4,872,688 338394 a7.705 (353.736) 4,955,051
10 Trading portfolle financlal assets
07T 2018
£000 £°000
Government bords 3092975 2,850,854
Corporation bords 54,644 780,463
Other public sector securities 104,057 144,41
Total debt securities 4,151,676 3775738
Equity Instruments 4,306,984 15683,27
Total trading portfolio financial assats 8,458, 660 5,350,009
Of which listed:
Debt securities 3,882,197 3544184
Equity Instruments 2363,457 336,525
Of which unlisted.
Debt securities ABE4TD 231,584
Equity Instruments 1,843,527 1245746
8,458,660 5,359,009
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11 Derlvative financial instruments

a7
Motlonal Falr value Falrvalue
amount asaets Nabilities
E°Q00 E000 £000
Dertvatives held for trading
Forelgn exchange contracts 236,951, 624 4406 534 367 OE
Interest rate contracts 2,383,234,235 8,148,835 740738
Credit derivative contracts 24312408 E3g.0m 278,104
Equity contracts 18,504,904 158,780 206052
Commodities contracts BO8,260 188,350 180,822
Total trading contracts 2,662,001599 13,442,000 1766312
Dearivatives designated as falr value hadges
Intensest rate ewaps contracis 48B,573 1]
Derivatives designated as cash flow hedges
Forward forelgn exchange contracts 401,532 357 7015
Total hedging contracts 880,105 3575 T.083
Total derivative s financial instruments 2,664,701, 704 13,445,575 1.763,306
2018
Notlonal Falr value Falrwvalua
amount assels labilities
£°000 £°000 E000D
Derivatives hald for trading
Forelgn exchange contracts 4,337,351 1726907 T.763,330
Interest rate contracts 2,862926,525 10,528,480 10,062 046
Credit derlvatiwe contracts 2,085,230 724,971 168,581
Equity contracts 8,878,602 123,653 246,618
Commeaodities contracts BO1,498 10,042 10,0
Total trading contracts 3.108,119,088 18,284,143 18,350,674
Derivatives designated as fair value hedges
Interest rate ewaps contracts B41,6081 4,380 18,823
Dearivatives designated as cash flow hedges
Forward forelgn exchange contracts 351,568 8448 27578
Total hedging contracts 1,203,259 12,837 46,502
Total derivatives fimancial instruments 3,1098,322,325 19,206,880 18,397,176
0
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Notes on Financial Statements (continued)

11 Derivative financial instruments (comtinuad)

OTC credit derivatives Include a credit derlvative asest, which relates to a financlal guarantee provided by a growp compary, BTMU, far the
uncollateralised dervatives exposures within & portfolio of corporate counterparties. At year end the present walue of this derivative totalled
£240m (2016: £558m), this smount i5 offset by & CWA sdjustment In respect of the exposure to the underlying corporate counterparties. This
largely pertans to Interest rate and farsign exchange contracts. The movement In thess balances 1= driven by a narmowing of credt spreads
during the period, portfolle smendments and a refinement of the model In line with evolvirg market practice (Enil net profit and loss Impact),

CW4 s measured on a portfolio basks by counterparty, and later sllocated ata transaction level for inancial reporting; allocations are besed on
abeolute derlvative notional values. The allocation methodology was refined during 2017 to Include derlvative transactions by counterparty
scross both aeset and llability positions (both were already Included in the portfollo calouation). Prior to this change, allocations were only
mizde to derlvatives In an asset postlan. This refinement |& consldered to betber reflect the vauation of each underlying position that makes
up the portfollo, &3 CV A can artse on both saset and lidoility positions. IF this change were applied to the 2018 balances, the Impact woukd
Increase derlvative balance shest assets and liabllities by £191m.

oOoOooodn

2o0m prin [
Gains and losses arising from falr value hadges: £000 £'000
On hedging Instrumenits N.E42 2480
On the hedged itams attributable to the hedged risk 10.473) [2167)
Met gains 1168 313

The gains ard losses on Ineffective portions of far value hedges are recognised Immediately in Trading Income.

The nat movemant In cash flow hedging reserves comprises additions to the balance fram miosements In the value of derlvatives designated
In effective hedges and reclassifications of balarces from the reserve Into Trading Income. The closing reserve balance is presented net of bex.
Reserve balances are tranaferred to the Income statement Inthe zame penods during which the hedged ikems affect profit or loss. The gaire and
loagas on Ineffective portions of derlvatives designated In cash flow hedaging relationships are recognised Immediately In Trading Incomein the
Income staterment. During the year, the neffectivensss recorded In the Income statement was ot significant (2016: not aignificant),

Fair value hedges princlpaly conslst of Interest rate swaps that are used to protect against changes In the fair value of bonds due to
mowvements In market Interest rates.

Caceh flow hedges conslst of farelgn currency exchange contracts to hedge the foreign currency Asks arising from recognised financial
=asets denominated In forsign currencies.

12 Financial iInstruments avallable for sale

The following table gives the carrying walue (fair value) of avallable for sale securiies by majar clasalfications.

0m eiei ]

£000 £000

Govermment bonds 458,802 247,169
Other public sectar securities 3RBT06 810087
Total debt securlties 818,608 1.757.256
Equity Instruments M 125
Total available for sale securities 818,739 1,757,381

fyallable for zale financlal Investments with unrealized losses of more than taelve maonths have been esseseed forimparment. Based on the
credit nsk profile of the counterparties iInvalwed, it hes been determined that Impairment has not areen at this time.
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13 Intangible assats

Capital
Software  lease asset Total
E"DDO £'000 E'D00D

Cost
At 1 January 2006 108,482 449 108,881
Addtions 16,959 - 16,258
Impairment
Disposals [{0d] - 232)
At 31 December 2016 125,249 409 125,848
Additions 30700 503 31,293
Impalrmenit [513) - B3
Disposals [&n - [1281)
At 31 December 2017 155,255 1.082 156,347
Amortisation
At 1 Jarwary 2016 62543 aa E2,881
Charge far the Year 12, 104 12815
Disposals 20y - 200
At 31 December 2016 75,534 2 15676
Charge for the Year 14,645 269 14,814
Disposals [26) - {38]
At 31 December 2017 90,143 4n 80,654
Carrying amounit:
At 31 December 2016 49,815 357 50,172
At 31 December 2017 65,12 681 65,703

a
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Notes on Financial Statements (continued)

14 Property, plant and equipment

Office Office
Leasehold furniture & machinary & Capital
Improvements fittings equipment lease asset Tatal
£000 £000 £7000 £000 £000
Cost
4t 1 January 2018 17065 1483 18548 1200 38,686
Sdditians 1827 0 1453 - 3,300
Disposals {5,572) (200 25T - (5243
At 31 December 2016 13,320 1483 20,050 1290 36,143
Sdditians T2 78 3845 2414 7158
Dizpeosals 43 - (0 - (52)
At 31 December 2017 13,080 1,561 23,986 3,704 43,250
Depraciation
At 1 January 2016 4,757 1418 15,703 aa .976
Chargs for the year B0 17 1,449 268 2564
Dispoeale (1507] - {187 - {1.604)
At 31 December 2016 4,080 1,435 16.965 366 22848
Charge for the year 284 18 1217 o4a 3,087
Disposals 10 - (6} - (1E)
At 31 December 2017 4,954 1.453 18,176 134 25,807
Carrying amaount:
At 31 December 2016 9,240 48 3,085 924 13,297
At 31 December 2017 9,045 108 5810 2,390 17.353
15 Other assets
2017 06
£000 £000
Prepayments and accrued Income N0z 14915
Current taxstian 3435 4237
Penslion ssset (Note 7) 15848
Crther debtors - amortized cost 225,496 361318
255,805 373470

‘Other debtors - amortized cost' Is driven by margin deposits at brokers and central clearers E168m [2016: £315m).
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16 Trading portfolle financial liabilities

i 2016
£000 £°000
Government bornds 3,883,849 4,488,389
Carporation bords 93,815 157744
Other public sector securities 15,153 8,336
Total debt securlties 3,902,617 4,654 469
Equity Instrumenits 1775230 892,233
Total trading portfolio financial Nabilities 5,767,847 5,546,702
Of which Nsted:
Debt securities 3977467 4,635,305
Equity Instruments 1,707,282 892,233
Of which unlisted:
Debt securities 15150 18764
Equity Instruments &7.838
5,767,847 5.B46.T02
17 Financial Nabilities designated at falr value
2017 eiei (]
£000 £°000
Cram Iezued nates 1657863 200543
Commercial paper 1,300,603 476,000
Cither fimancial labilities ge2,07e BES, 220
MUSHD boan facility 714,471 1123704
4665013 4,563,537

Own Izsued notes Include Issuances with structured payment profilee. The Company lesues these notes to ralee term funding and satisfy
Inwestar demand, and carries them at fair value through profit and loss. The structured retumn profiles Include secunties which pay coupon
only where certain corditions relating to equity performance, forelign currency movements, or other factors are met.

Commercial paper represants short term lssuances where the funding typically carres a three manth term.

Other fimarcial iabilities represent funded swap transactiors.

MUSHD lzan facility represents senkor unsecured Intercompany borrowings lent under an uncommitted loan facility which allows the

Company to borow furds from MUSHD.

18 Other liabilities

i 2016

£000 £°000

Payables to stnuctured entities 406,342 205,626
Tax and social security 12645 23,080
Penalon liability (Nate 7) Tm
Crther creditors 306,421 230,343
725,408 466,760

43
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Notes on Financial Statements (continued)

19 Subordinated Nabllities

i 2016
£000 £°000
I 24 0 billion floating rate loan due December 2026 at B-month JPY LIBOR +80bps 158,204 168,628
Iy 20,0 billlan floating rate loan due December 2026 at &-month JPY LIBOR +B0bps 131,835 140,523
290,038 308.151
Subordnated koans are agreed betwesn the Company and Its Immediate parent, MUSHD.
20 Equity Instruments
2017 2016
Ho. ‘000 £000 No. ‘000 £°000
Ordinary shares of £1 each:
Buthorsed 2,000,000 2,000,000 2,000,000 2,000,000
Share capltal & st 1 January 100,81 1MCEN 1O0oEN 110,61
Allotted, called up and fully pald as at 31 December 1L.010LET 1,010,611 1,010,611 1010611
Additional Tier 1capital:
#dditlonal Tier 1 capital as at 1 January 306,970
lzzued In the year 08979
Additional Tier 1capital as at 31 Decembear 306,879 306,979
Total equity Instruments 1,317,590 1,317,500

The Company has ane clase of ardinary shares which carry na right to fixed Income.

0On 15 December 2006, the Company Issued Additional Tier 1 capital Instruments to MUSHD with a value of spproximately £307m. The
Instrumenits Include & contingent corwerslon faature which has the effect of converting the Instruments to ordinary share capltal of the
Caompany If a trigger event, being & breach of minimum Common Equity Tier 1 capital ratlo, coours at any time. The Instruments are perpetud
ard are subordnated to senlor creditars and subordinated loan creditors of the Company. The Instruments bear a floating rate of Interast. All
Interest paymenits are cancellable In cartain circumstances, where certain distribution tests are bresched, and are mon-cumulative.

2 Distributions on equity Instruments

0n 16 lanuary 2017, the Directors approved the Initlal coupon payment of E728k on the AT1 capital Issued on 15 Decembser 2016 (refer to

Mote 20 for terms of the lssuance).

0On 15 July 2017, the Directors approved & coupon payment on the AT1 capital Instruments of £4,48k.

0n15 lanuary 2018, the Directors approved a coupon payment onthe AT capltal Instruments of £4,273k. The amount has not been sccrued
In the results for the year ended 31 December 2017 a8 It was not due &t that date.

Mo ordinary dividends were approved or pald during the year (2016: E MIl).
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22 Report on Directors’ remuneration and Interests

i 2016

£000 £°000

Shaort term employment benefits 215 3725
Pagt employment banefits n 40
Other lang term benefits 1158 E48
Motond share based payments 505 E4B
Remunaration of key management personnel 4,509 5.061
Realised MTM [/ interest on M3Lks & other long term benefits 130 [41)
Total remuneration of key management personnel 4,728 5.020

The number of Directors who were members of the Group defined contribution personal persion plan during the period wae 3 (2016: 3).

M55 are cash eetled awards linked to the share price of the ultimate halding company, MUFG. Defarred NSU compensation expense I
pro-rated across the entire deferral period. Deferred cash compensation expenss s recognised during the peried the eward i made.

Mon-executive Directors provided by other Group companles recelve no fees or other remuneration for their services to the Company.
The keymanagemenit are the same parecnnel &5 the Directors of the Company.

The emclumenits of the highest pald Directar were &s follows:

0m 206

£000 £°000

Shiort term emphkoyment benefits 1012 1,247
Poet employment benefits o 13
Other lang term benefits 820 365
Motonal share based payments arz 365
Remunaration award 2,013 1.990
Realised MTM/ interest on N5LUs & other long term benefits B7 [41)
Total remuneration 2,100 1849
45
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Notes on Financial Statements (continued)

23 Fair value of financial instruments
The majarity of the Company's assets and liabiliies are carmed on the balance sheat at fair value, In which ceee far vaue Is equal to the camying value.

The following table presents a comparison by category of book smaounts and fair value of the Company's finandal aseets and labilities for
thioas ems which are not carried at far value on the balance sheat.

2017 2016
Carryling Fair Carrying Fair
value value value value
£°000 EDO0 £'000 £°000
Assats

Rewerse repurchase sgreements 130,404 130,45 0066 200,065
Caeh collsteral paid to derlvative counterparties 2528987 2,528,987 2474924 2474924
Other aszats 255,805 255,805 3734840 373,460

Liabilities
Caeh caollgteral recelved from derivative counterpartias 7,606,270 T.608,270 7853174 THS3174
Other labilties 725,408 725,408 466,760 A6, 760
Subordnated labilities 200,033 292,882 304,151 315,494

F¥ gains of £337m (2016: loss of £1,186m) were recognised on financial assets and lisbilities not carrled at far value, driven by revaluation of
cash collateral recelved from derivative counterparties. The currency exposurs b8 economically hedged with Instruments held at fair value,
with F¥ gains and losses and associated fair walue gains and losses being recognised net In the Income statement as Trading Income.

Valuation of financial assets and llabilities

‘aluation bechnigues Incorporate assumptions about factors that other market particlpants would use In thelr valuations, Including Interest
rate yleld curves, exchange rates, wolstiities and prepayment and default ratea. The Company measures fair value using the following far
walue hierarchy that reflects the significance of the Inputs used In makirg measurements:

# Leval : Quoted market price (unad|usted) In an sctive market for an Identical Instrument.

» Level Z: Valuation techriques based on chservable Inputs, either directly (Le. a& prices) or Indirectly {l.e. derived from prices). This
category Includes Instrumants valued using quoted market prices In actve markete for similar Instruments; quaoted prices for dentical or
similar Instrumenits In markets that are consldered lees than active; or other valuation technigues where all significant Inputs are directly
or Irdirectly abeervable from market data.

= Level 3: Valuation technigues using significant unobservable iInputs. This category Includes all Instruments where the waluation technique
Includes Inputs rot based on cbeervable data and the unobservable Inputs have a significant effect on the Instrument’s valuation.
This category Includes Imstruments that are valued based on quoted prices for similar Instruments where significant uncbservable
sd|ustmenits ar sssumptions are required to reflect differences between the iInstruments.

lssued structured notes and certaln cther hybrid Instrument liabilities are designated st fair value. The spreed applied to these Instnumenits
ls derived from the spreads at which the Company Iesues structured notes. The change In fair value due to credit risk on these Instruments
ts Nt significant (2016: nat significant).

The fair walue of certain financial Instruments Is measured using valustion techniques that are determined in full ar partly on aesumptions
that are mot supported by cbeervable market prices. The effect of changing thess assumptions to a rarge of reasonably possible albermative
assumptiors would prowvde a range from £32.5 milllion (2016: £5.1 million) lower to E22.6 million (2016:; £26. milllien) higher than the far
walue recogrised In the financlal statements for theee assets and llabilities, with the current year range driven by Increased wolume of equity
finarcing trades. It should be moted that for firancial Instruments whaose valuations are not supported by cbeservable market prices, profits
are reserved at Inception and these have rat been adjusted In making this calculation.

The mowemnenits In balances of level 3 Ikems are detalled on page 48.
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2017
Lewvel1 Lewvel 2 Level 3 Total
£°000 £000 £000 £°000
Assats

Trading partfola financld azsets 5537102 2,971,558 - 2,458,660
Rewerse repurchase agresmenis - falr value - 22,450,905 - 22,450,095
Cazh collsteral on securities barrowed - BAGEED2 - E 4686032
Financial Instruments avallable for sale E77.800 240,808 13 818,733
Cerivative financial nstruments 1az 13,032,826 412,617 13,445,575
Equity finance asssts - 438 261 - 488,261
6,115,034 45,612,051 412748 52,130,833

Liabilities
Trading partfola financid labilities 5,585,533 172,308 - E767.847
Repurchase sgreements - fair value - ,090927 - 21,900,027
Cach collsteral on securities lent - 1772714 - 177IN4
Cerivative financial Instruments 3,900 1,336,494 423,002 T, 763,308
Financlal lklabilitles designated st fair value - 4,335 885 269,128 4,665,013
5,599,439 30,668,328 682,130 45,059,897

2016
Lewvell Lewvel 2 Level 3 Total
£'000 £D00 £000 £°000
Assets

Trading partfola financld azsets 3,284,0M 2064978 - 5,358,000
Rewverse repurchase agresmenis - falr value - 42,384,371 - 42,384,371
Cazh collsteral on securities borrowed - 7824,300 - 7824309
Financial Instruments avallable for sale 1029 824 TaT432 125 1757381
Cervative financial Instruments 1104 1820500 300,886 19,296,880
Equity finance asssts - 485,33 - 485,331
4,325,019 7248131 300,961 T7.107.381

Liabilities
Trading partfolia financid labilities 5,361,423 185,273 - 5546702
Repurchase sgreements - fair value - 41938,030 - 41,836,030
Cash collsteral on securities lent - 444,514 - 444,514
Cerivative financial Instruments 107758 17,887,745 A0 E72 18,387.176
Financial lkabilitles designated st fair value - 4,083,004 480533 4 563537
5.489.188 64,516,566 8§82 205 T0.887.859

Curireg the year, the Company made a levelling reassessment for a portfollo of isted futures and opticns. The lliquid nature of the positions
resulted In wide bid-offer sprasde with & skewed mid-point, meaning the unadjusted exchange price does not accurately reflect traded
pricea. The Impact of this Is & transfer of £0.5m assets and £62 Im llablites from Level Tto Level 2.
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Notes on Financial Statements (continued)

23 Falr value of financial instruments (continued)

The table below showsa a recondliation from the beginning balances to the end balances for the fair value of Instrumenits Inlevel 3 of the fair
walue hierarchy. This does not Include movements In level 1 or level 2 derlvatives that are also used to hedge the level 3 assats and liabilities.

Financial
Avallable Nabllitles
Dierivative for sale Derivatives designated at
aseets securities liabdlitles failr value
£000 £'000 £'000 £°000
Opening baance1 lanuary 2017 I00,866 125 [401,67Z) [480,533)
Total gaire{losees] In profit and loss 146,834 - 7823 (8913
Total gaine In resarves - E
Purcheses
lezues - - - (38.002)
Sattlements [N7.883) - 18,015 42,764
Transfers Into level 3 B2 A0 - (52,485) 7204
Transfers from level 3 - - 4217 223,840
Closing balance 31 December 2017 412,617 13 {423,002) (260.128)
Unrealised gains [ {losses) for the year Included In profit and loes for assets and liabilities held at the erd of financial year:
- Net trading Income 158,463 - (36,267) {5.887)

“Transfers Into level 37 dervetives are driven by a callable accreting swape portfalio. This was transfermed Into level 3 fallowing an Incresse in
the degree of waluation jJudgement required within the waluation model and assoclated urcertanty provsions.

“Transfers from kevel 37 are driven by structured notes which heve bean redassified Into lewel 2 of the Rlerarchy. The notes contain exctic
embedded derivatives, primarlly linked te forelgn exchange rates which drive the returns and valuation of the notes. During the period, there
has been an Increase in the cbaservability of the key Inputs to the valuation models and & comesponding decresze In the significance of the
uncbservable valuation Inputs.

Financial Instruments valued using models with unobservable inputs
The amount that has yet to be recognised In the Compsany Income statement relating to the difference betwesn the fair value at inital
recogniion {the transection price) and the amounit that would have arisen had waluation technigues used for subssgquent messurament
been applied at intal recognition, less subsequent relesses, Is as follows:

0177 2016

£000 £°000

Unamortised balance at 1 January 104 T.288
Deferral on new transsctions

Amartised to the profit and loss sccount during the financial year (10 (7184)

Unameortised balance at 31 December ) - 104

Financial assets designated at fair value
The Company did mot have any financial asssts designated at fair value at 31 Decembser 2017 (2016: nil).
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Significant unobsarvable inputs

The disclosures below describe the valuation techniques and significant unebservable Inputs for aseets ard llabllites classified as Level 3
along with the range of values used for thase significant unobservable Inputs. Lewvel 3 financial liabilities deslgnated at fair walue totalling
£269m (2016 E480m) contain embedded derivativwes with Inputs represented by the Interest rate, Forelgn exchange and Equity dervatives
described In the table below.

Total Total Significant
assets llabllities Valuation unobsarvable Range

£°000 E000  techniquais) Inputs Min Max Unilts
Interest rate Ne,648 (68,7600 OCption model IR - IR Coerelation 4396 02 %
dervatives F¥ - IR Corelstion 46.40 4640 %
Crpticn volstiity 1344 noood %
Prepayment probabilicy 100000 oooo %
Fareign 816805 [130,864) Option model IR - IR Comelation 40.26 785 %
exchange F¥ - IR Correlation 46.40 EDBS %
derlvatives Comalstion - underlying assats 8500 B5O0 %
Crption volatility 10.33 15822 %
Equity 45015 [33,549) OCption madel Equity - IR Carrelation Erak] %
dervatives Equity - FX Carrslation 700 00 %
Cormelation - underlying assets 76100 JEO0 %

Discounted cash flows  Term of Litgation swap 200 200 Year
Commodities 189,342  (120,8200 Option model Commodity - IR Correlation 2500 7500 %
Commodity - Gas swap rate 273 424 %

412,617 (423.002)

The following provides a summary description of slgnificant unckeervable iInputs iIncluded In the table abowve:

* Comelation s 8 messure of the relationship between the movements of two varlables [Le. how much the change in one varable may
be linked o the change In the cther varable). Correlation 13 often an Input Into valustion of derlvative contrects with mare than ane
urderlying risk. A sigrificant increase In correlation in 1solston can result In 8 movement in fair value that s favourable or urfavourable
depending on the specific terms of the Instrumeant.

* Prepayment probability Is the probability of voluntary, urescheduled repayments by a borrower. Urechedued prepayment affects the
awerage life of transactions by altering the tmirg of principal repayment and the amount of Interest earned. & significant Increase In a
prepayment probability can result in a movement In fair value that 1s favourable ar unfavourable depending on the spedfic terms of the
financial contract.

= Jption volatility 1s @ measure of the degree of variation In price movements for a given dervative underking, and therefore represents
an estimate of how much a particular underlying Instrument, parameter or Index could change on average owver time. In general, a
slgnificant Increase In wolatlity In lzolaton will result in an Increase In fair value for the holder of a simple opton.

= Term of litigation swap relates to a serles of swaps linked to an aszet which 15 affected by & lagal case, whare the payments under the
swap terminate soon after the litigation ends. The term of the ewap Ie therefore difficult to quantify and nesds to be estimated from
avallable Information and legal opinion. & decrease in the expectation of the term of the ewap would generally result In an urfavourable
mowve In the falr value.
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Notes on Financial Statements (continued)

24 Obligations under finance leases

om 206

£000 £°000
Minimum lease payments:
Within 1year 936 258
Between 1 and 5 years 1316 as1
Afver 5 years -
Amounts payable under finance leases 2,252 Lne
#dd: future financing Income 472 33
Present value of lease cbligations 2,724 1,152
Amounts payable under finance leases
Within 1year 1,240 274
Between 1 and 5 years 1484 878
After & years
Present value of lease cbligations 2,724 1,152

The Company leases certaln of its fixtures and equipment under finance leases. The average lease term 15 & years. For the year ended
1 December 20717, the average effactive bormrowing rate was (12,63 (2016: (1. 44)%). Interest rates are fined &t the contract date.

Al leazes are on a fimed repayment basis and no arrargements have been entered Into for contingent rental payments. All lease obligations
are denominated In pounds sterling.

The Falr walue of the Compary's lease obligatiors I1s approximately equal to their carrying value. The Company's obligations under finance
leases are secured by the lessor's rights over the leased aesets disclased In Motes 13 and 14.

25 Post-balance sheet events

There have been no material post-balance sheet events which would require disclosure or adjustment to the 31 December 2017 Financial
Staterments. An AT coupon payment of £4,273k wae approved on 15 January 2018 {refar to Note 21).

26 Collateral
Bagets are pledged as collateral to secure liabilities urder repurchase egreements, securities lending agreemenits, borrowing transactions,

ta note holders as part of structuring trareactons and agreements for derivative trarsections. The following table summarises the nature
ard carrying amount of the assste pledged ae security agairst these llabilities:

0177 2016

£000 £°000

Trading securities 4,501,193 2846541
Inwestment aecuritlies 386,562 1020836
Total assets pledged a& collateral 4,887,755 3,967,477
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Under certain fransactions, Including reverss repurchase agreements and stock bormowing transactions, the Compary 15 allowed to resell
ar repledge the collateral held. The fair value of collsteral sccepted with the right te repledge to others was as fiollows:

2017 1016
Fair Sold or Falr Sold or
value repledgad value repladged
EDOD £ OO0 E°QDD E700D
Accepted collateral 50,880,302 46258575 65,542,276 £0,8956153

These balances represent substantially all of the collateral received by the Company In relation to assete. The Company has the cbligation
to return the collateral on the maturity dete of the secured trarmection. The process by which assets are pledged s collateral and accepted
as collateral 1s conducted under the terms that are usual srd customary to the business stated.

Transferred Assets

The Company enters Into transactions In the normal course of business by which it transfers recognised financlal asssts to third parties ar to
special purpose entitles, but the transfer does not qualify for de-recognition a8 stated In the sccounting policies. The Company will continue
to recogrise finarcial assets transferred when It retains control of the securlty, retairs rights to receive cash flows from the assets, and
subatantially all the risks and rewards of cwnership. The carrying amicunt of debt securities that have been trarefermed to special purpose
entities but do mot meet the criterla for de-recogrition are summaised below:

0177 2016
E000 £°000
Sacuritiee transferred to special purpose antities 41,785 B4,081

Collateral Management of Repurchase Agresments

Sacurities purchassd under agreements to resell (reverss repurchase agreements”) and securities sold under agreements to repurchase
[Tepurchess agreements”) are mainly collateralised by highly rated credit bonds (predominantly government and corporate bonds). The
repurchase agresments are trested as collaterdized financing transections and are carred st the contract amounts at which the securlties
will zubsequently be reacquired or resold as specified In the respective agreements. Itis the Company's policy to generally take possession
of securities purchased under agresmenits to resell st the time such sgreements are made. The Company's agreements with counterparties
contain provisions allowing for additional collatersl to be obtained, or emcess collateral retumned, based on market velustions of such
collateral. The Company re-values the collateral underlying Ite repurchese and reverss repurchess agreements on a dally basis. Inthe event
thie market value of such securities falls below the related agreement to resell at contract amount plus sccrued Interest, the Sompary will
generally request additional collataral.

Unconsolldated structured entities in which the Company has an interest
The Company I Inwalved with various specld purpose entities In the normal course of business. These have been established as structured
entities such that voting ar imilar rights are not the deciding factor In determining control of the entity.

The structured entities are typlcally ssset repackaging transactions established to source funding, purchase credit protection ar prowide

returns to Inwestors that are mot ctherwize readlly avallable In the market. The principle risk to the structure is the credit risk of the securlties
sctirg as collateral to the Investors who retain the risk and rewards.
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Notes on Financial Statements (continued)

26 Cellateral (continued)

The following tables represent the total asssts, maximum exposure to loss and assets and llabilites which relate to the Company’s Interest
In non-corsclidated spedial purpose wehicles ("5PWs™) Maximum exposure I8 determined by the carrying amount of any on-balance sheet
=asets net of any recourse llabllies, where spplicable.

5PV for
structured  Repackaged

financing Instruments Other Tatal
As &t 31 December 2017 E000 E000 E°000 E7000
Tradirg portfollo financial aessts - 408,170 - 403,170
Derivative financial Instruments 17279492 120,865 202278 2060,233
Rewverse repurchase agreements - 455,534 671,558 1127 a2
Crther assets 15,322 - 1,785 o7
Total Assets 1.743.314 994,660 875,619 3,613,602
Dervative finarcial Instruments 43,027 10,284 nm 75,222
Financial labilities deelgnated st fair value - Ba8 002 - 88,002
Crther liabilities - 230,270 4889 4E0,739
Dervative cash collateral recelved - 25,474 33773 60,247
Total Liabilities 43,027 964,030 271153 1.284.110
Maximum Exposure 1,728,755 821,30 641,479 3,191,535

5PV for
structured  Repackaged

financing Instrumants Other Tatal
As at 31 December 2016 E000 E000 E°000 E7000
Tradirg portfollo financial aessts - 205,453 - 205,453
Derivative financial Instruments 2022323 154,580 208,072 2,384,975
Rewverse repurchase agreements 3,638 174136 B54,162 TH.9386
Total Assats 2,025,961 534,169 762,234 3,322,364
Derivative finarcial Instruments 105,306 B47 1978 145,81
Financial liabilities designated st fair value - 607,794 - BOT7E4
Cther liabilities - 173,449 ™2&6 ZBAMNG
Darivative cazh collateral recelved 48060 - 20086 Tr13s
Total Liabilities 153,465 819,680 142,310 1.115,455
Maxdmum Exposure 1,977,882 380,720 623,951 2,062,563
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2T Guarantees, commitments and contingent Habilities

&t the year end, the Company was committed to provide caollateralised financing facilities in fawour of two Investment grade financial
counterparties. The fecllities are provided In maor currencles and total E186.0 million (2016 £204.5 milion) equivalent; none hed been
drawn agairst at yesr end. The facilities are required to be fully collaterslised from & range of pre-defined debt securities limited to
U5 Treaszurias and highly rated governmeant of supra-national bonds.

At the date of signing this report, the above twio agreements wene exterdead untll 31 January 2009,

28 Contractual maturity analysis

The breakdown of finarcial labilities by contractusl maturity, which Is besed on the contractual terms, I8 shown In the table below. The
balances do nct agree directly to the balances In the balance ehest s the table Incorporates contrectual cash flows on an undiscounted
bagls. The repurchase agreement balances are presented on a gross basls, not taking account of any balances which have been offsst In
the balance sheet. Derivative contracts are reflected a8 on demand &t their fair walue. The subordinated labilities bear Interest at variable
rates which are mot known untll specified fising dates hawe occurrad.

Due  batwaen  between
On within 3 3 and 12 1and 5 Over 5
demand months manths years Yyears Total
£000 £000 £°000 £000 £'000 £°000

Deposits by barks 28,31 - - - - 28,31
Trading partfolio financial liabiltes ETETRAT - - - - B767B47
Repurchase agreaments 70,483 31980018 1408147 BER13E6 - 34745801
Cash collsteral on securities lent JazEM 141577 - - - 808444
Caeh caollateral recelved from derivatives counterpartias 7606270 - - - - 7BO8270
Diarivatives 763,306 - - - - M7e3308
Financial liabilities dezignated st fair value - 1497858 1582657 39783 74476 4754584
Cither labilties E4B,336 29,308 B324 41,440 - 725,408

Subordinated liabilities - - 2444 10,779 303,720 702
16,967,330 34,911,858 2999572 166048 1038275 61.577.183

016

Due  batween  between
Cn within 3 3and12 1and5 Over 5
demand months manths years years Total
£°000 £000 £000 £000 E000 £°000

Deposits by banks 72,392 - - - - 72392
Tradirg portfolio financid liabilities 5,546,702 - - - - 5546702
Repurchase sgreements o77820 5128747 1223320 J34)106 - b3a22814
Cash collsteral on securities lent 444, 514 - - - - 444 514
Caeh collsteral recelved from derivatives counterparties TA53I - - - - 7853174
Derivatives 18,387175 - - - - 18,3878
Financial lizbilities dezignated st fair value - TAQZIN 1822360 1193483 945785 4750812
Cither liabilties 338,085 42,882 6,235 28,658 - 466,760
Subordinated lisbilities - - 2537 nomz 327142 340,63

33,680,763 52119571 3,054,452 1567320 1272927 01,605,042
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Notes on Financial Statements (continued)

28 Contractual maturity analysis (continued)

The Company haolds liquid assets comprising cash and cash equivalents and Inwestment sacurities for which there 1s an sctive and liquid
market. These asssts can be resdily sold to meet liquidity requirements.

Fimancial liabilities designated st fair value Include certaln note Iesuances with structured payment profiles. The notes are lesued across a
range of currencles and Interest rate profiles, with the moet prevalent being JPY floating rate motes. The Company 1ssue these notes torales
term fundirg and =atiefy Investar demand, and carries them st fair value through profitard loss. Some of the notes may be redeemed prior
to maturity subject to cartaln knock-out events, at the aption of the Issuer or holder of the debt. These factors are contractuslly pecified
&t the point of lesuance.

‘28 Operating lease arrangements
The Company as lessea
2o0m 1016
£D00 £000
Leaes payments under operating leases recognised &5 an expense In the year 3,521 B44

&t the balance shest date, the Compary had outstandrg commitments for future minimum lease payments under non-cancellable
operating leases, which fall due as follows:

017 e
E000 E000

Bulldings
‘Within 1year 4,170 A0
Between 1-2 years 4,170 A0
Between 2-5 years 12510 12510
After & years 207180 33360
50,040 54,210

Operating lease payments represent rentals payable by the Company for certain office properties and data centres. Bullding leases are
negotiated far an averege term of 20 years.

30 Offsetting financial assets and financial Nabilitles

In sccordance with 185 32 Financial Instruments: Presentation, the Company reports financlal assets and finarcial labilities on a net basis on
the balance shest anly if thers I8 & legally enforceable right to st off the recognised amounts and there I Imtenton to settle on a net basis,
of 1 realies the asset and settle the llability simultaneously. The followirg table shows the Impact of netting arrangements on:

= Allfinancial assets and liabilities that are reported net on the balance sheet; and

= All derivative financial Instruments, reverse repurchase and repurchasze agreements and other similar eecured lending and borrowing
agreements that are subject to enforceable master netting arrangements or similar agreements, but do not qualify for balance
sheet netting.

The table entifies the amounts that have been offsst In the balance sheet and also those amounts that are covered by enforceable

netting arrangements (offsetting arrangements and financial collateral) but do not qualify for netting under the requirements of 145 32
described above.

54
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The net amourits presented In the following table are not Intended to represent the Company's sctual exposure to credit risk, a5 a varlety of
credit mitgation strategles are employed In addition to netting and collateral arrangements.

Amaurts subjact to enforossbls netting sarrangemants

Effects of offsetting on balance sheet Relsted smounts not offest Exposure
Nt Mot
amounts subjectto Ealance
Gross A nts  on bal Fi ial Cagh  Finangial M=t enforceables shest
amounts offest shest instruments  collsteral  collateral amaurt netting total
ED00 ED00 ED00 EDD0 £000 fogelili] fogelili] E000 ED00
BAs ot 31 Decamber 2047
Darivative financial assets 12582080 157787 12424173 TENEID 177407 2085 A08167 10N3202 13445575
Reserserspurchass agre=ments  353B5184 13182983 220211 28857182 108388 19.481E70 44850 AE2ITd 2500483
Secured lending 8,477,451 - EA23.481 233352 - BIEE4E? 33802 45152 B48880q
Totsl Assete 54200675 13241740 41042935 10420375 1866706 25631232 3120532 1455732 42 504 667
Darivative financial iabilkias 1,383,752 49B39 1M202852  TENEBIO 2241586 a6.278 1214158 SB9E44  11.7E3ZAT
Repurchase agreemearts 34733 3R 12758403 I9T4BEE 1585182 323 12335 TE4 24,551 16,081 21930827
Secured borrowing 1Trana - 177274 223352 - 18387aE 10,567 - 1Trana
Total Liabilities 47.850,735 12,008,302 34951433 10420375 2370924 20910858 1249276 575,605 235527038
BAg at 31 Pecember 2016
Darivative inancial assets ATTEX 23225549 TABELOT4  1ZEETABE  145B75E 36010 ZEBEITD 1244806 18,22E380
Reserserspurchase agre=ments 54188408 71,962,083 42337356 4025387 78090 Z@Exme E01E0 247,091 42504437
Secured lending 7475620 - T47EBBR 48532 - TI7zR24 53435 2441 724309
Total Assets 102,852,977 35,087,602 67765375 16631801 1528846 45592653 4001085 1040308 80T05773
Darivative financial iabilkies 40885321 23242808  TR437227  1ZEET94E 2. 2744BE 485758 1748537 BED24R  183BTITE
Repurchase agreem=rts E37e14 MBE2083 M9F90BR AQIEIET - 2Tgeame 41,702 E942  41,892E0Q0
Secured borrowing 444514 - 444 514 45532 - 9136 438 - 444514
Totsl Lisbilitias 85101034 35290150 508210875 1663800 2274896 391080010 1795178 966,091 60777766
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Notes on Financial Statements (continued)

31 Related party transactions

Balances and transasctions between the Company ard relsted parties are disclosed below.

2017
Other
Parent Related
Company MUFG Parties Tatal
£'000 £'000 £'000 £°000
Ircome - OIS 2066 92,121
Expensas 12,200 1,732 2502 26,424
Totd azsets 4,00 10,274.158 251,782 10,520,930
Totd liskilties 1210581 8,612,924 261,320 10,084,825
2016
Other
Parent Related
Company MUFG Parties Tatal
£'000 £'000 £'000 £°000
Ircome a4 58,925 a5 58,044
Expensas 1783 5,652 105 23,588
Totd azsets aqoz 18,585,688 471878 20,061,258
Tatd lakilities 1,950,782 8,708,896 3,079 12,047,564

All related parties are wholly cwned subeldiaries of MUFG, with the exception of Morgan Stanley Group companles, which are presented as
'Cther Related Parties’ due to their affiliate status with MUFG.

Transactiors executed with related parties are entered Into st market price on an arm'’s length basls. No provisions have bean made for
doubtful debits In respect of the amounts owed by related parties.

Income Includes fee allocations from the Equity and Structuring businesses. Expenses Includes Interest for subordinated loars and
management fees pald to the parent company a8 well as feses pald for & keepwell and guarantees In place betwean MUS(EMEA), BTMLU and
MUFZ. Total assets include the credit derlvative, which i3 a BTMLU guarantes, referred to in Mota 11,

There are no material relsted party transactions with key management, end persone connected with them, other than remunerstion
discloesd In Mate 22,

32 Group Information

MUFG Securities EMEA plc I8 3 company Incorporated In the United Kingdom under the Companies Act. The address of the registered office
Is given on page 3. The principal sctivities of the Company and the nature of the Company's operations are set cut In the Strategic Report
on pagee 2to 3.

The Company's iImmediate parent undertaking 1s Mitsubishi UF) Securites Holdings Co, Ltd., a company registered in Japan. The Compary's
ultimate parent company and ultimate controlling party 1s Mitsubdshil UF) Financial Group, Incorporated In Japan.

The sudted consolidated financial etatements of Mitsubishi UF] Securiies Holdings Co, Ltd. are made avallable to the public annually and
may be obtalined fram Its reglstered office at:

Mitzublshi UF) Securities Holdimgs Ca., Ltd.
5-2, Marunouchi 2-chame

Chilycda-ku

Tokyo 100-0005

Japan
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KEEP WELL AGREEMENT

This amended and restated Keep Well Agreement (the Agreement) is made by way of deed poll on 3
August, 2006 by and among (1) Mitsubishi UFJ Financial Group, Inc. (formerly Mitsubishi Tokyo
Financial Group, Inc.), whose registered office at the date hereof is at 7-1, Marunouchi 2-chome,
Chiyoda-ku, Tokyo 100-8330, Japan, (MUFG), (2) The Bank of Tokyo-Mitsubishi UFJ, Ltd.( )

(formerly The Bank of Tokyo-Mitsubishi, Ltd.), whose registered office at the date hereof is at 7-
1, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-8388, Japan, (BTMU), (3) Mitsubishi UFJ Securities
International plc( ) (formerly Mitsubishi Securities International plc), whose registered office
as the date hereof is at 6 Broadgate, London EC2M 2AA, England, (MUSI) and (4) The Law Debenture
Trust Corporation p.l.c., whose registered office at the date hereof is Fifth Floor, 100 Wood
Street, London EC2V 7EX, England.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

© For the purposes of this Agreement

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

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

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

successor as trustee for the holders of the Notes) under a Trust Deed dated 24th
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November, 1994 and made between, inter alia, MUSI (under its former name of
Mitsubishi Finance International plc) and The Law Debenture Trust Corporation
p-1.c. as supplemented or amended from time to time and (ii) in relation to any
other Trust Securities, the trustee for the holders thereof from time to time; and

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

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

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

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

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

IN WITNESS WHEREOF this Agreement has been executed and delivered as a deed poll on the date which
appears first on page 1.

MUFG Bank, Ltd.( )
MUFG Securities EMEA plc(
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2013 2014 2015 2016 2017
16,291.31 17,935.64 20,868.03 19,494.53 22,939.18
10,486.99 13,910.16 16,795.96 14,952.02 18,335.63
2017 2017 2017 2017 2017 2017
10 11 12
20,195.48 | 20,080.04 | 20,397.58 | 22,011.67 | 22,937.60 | 22,939.18
19,925.18 | 19,353.77 | 19,274.82 | 20,400.78 | 22,028.32 | 22,177.04
(B) 50
50
2013 2014 2015 2016 2017
3,111.37 3,314.80 3,828.78 3,290.52 3,697.40
2,511.83 2,874.65 3,007.91 2,680.35 3,230.68
2017 2017 2017 2017 2017 2017
10 11 12
3,527.83 | 3,515.63| 3,594.85| 3,673.95| 3,697.40| 3,609.42
3,449.36 | 3,388.22 | 3,420.86| 3,591.46 | 3,545.72 | 3,503.96
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Independent auditor’s report to the members of MUFG Securities EMEA plc

Report on the audit of the financial statements

Opinion
In our opinion the financia statements:
give atrue and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit for the year then ended;
have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union; and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of MUFG Securities EMEA plc (the ‘ company’) which comprise:
the income statement;
the statement of comprehensive income;
the balance sheet;
the statement of changes in equity;
the cash flow statement;
the statement of accounting policies; and
the related notes 1 to 32.

The financia reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

Basisfor opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAS(UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial statements section
of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financia statements
in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilitiesin accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relaing to going concern

We are required by | SAs (UK) to report in respect of the following matters where:
the directors use of the going concern basis of accounting in preparation of the financial statementsis not appropriate; or
the directors have not disclosed in the financia statements any identified material uncertainties that may cast significant doubt
about the company’ s ability to continue to adopt the going concern basis of accounting for a period of at |east twelve months
from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual report,
other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our responsibility isto read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
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appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to

determine whether there is amaterial misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors
As explained more fully in the directors responsibilities statement, the directors are responsible for the preparation of the financial

statements and for being satisfied that they give atrue and fair view, and for such internal control as the directors determine is necessary
to enable the preparation of financial statementsthat are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financia statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assuranceis ahigh level of
assurance, but is not a guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statementsis located on the Financial Reporting Council’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Our audit work has been undertaken so that we might state to the company’s members those matters we are required to state to themin
an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
theinformation given in the strategic report and the directors report for the financia year for which the financial statements are
prepared are consistent with the financial statements; and
the strategic report and the directors report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have not
identified any material misstatements in the strategic report and the directors report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following mattersif, in our opinion:
adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or
thefinancial 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.
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We have nothing to report in respect of these matters.

Caroline Britton FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

2March 2018
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