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2006 IFRS
EU IFRS 1ASB IFRS 1ASB
IFRS
38 59
131
EU IFRS
EU IFRS
23 103
193
134 2019
137.00

EU IFRS
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EDINETOOOO
O000DO0000O0000OO0(E24685)

Oooooodo
2018 12 31
2018 2017
16,216 2,221,592 15,853 2,171,861
(3,462) (474,294) (3,489) (477,993)
12,754 1,747,298 12,364 1,693,868
2,497 342,089 2,786 381,682
(1,228) (168,236) (1,024) (140,288)
1,269 173,853 1,762 241,394
408 55,896 773 105,901
2,543 348,391 2,453 336,061
4,220 578,140 4,988 683,356
16,974 2,325,438 17,352 2,377,224
(1,307) (179,059) (2,122) (290,714)
9,812) (1,344,244) (9,508) (1,302,596)
(11,119) (1,523,303) (11,630) (1,593,310)
5,855 802,135 5,722 783,914
1 (926) (126,862) (687) (94,119)
4,929 675,273 5,035 689,795
12 (1,497) (205,089) (1,602) (219,474)
3,432 470,184 3,433 470,321
13 1,314 180,018 796 109,052
4,746 650,202 4,229 579,373
4,436 607,732 3,866 529,642
1 275 37,675 273 37,401
4,711 645,407 4,139 567,043
35 4,795 90 12,330
4,746 650,202 4,229 579,373
275 2017 273 74

2017 74
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EDINETOOOO
O000DO0000O0000OO0(E24685)

Ooooood
2018 12 31
2018 2017
4,746 650,202 4,229 579,373
167 22,879 628 86,036
7 (6,439) (146) (20,002)
120 16,440 482 66,034
(98) (13,426)
22 3,014
(76) (10,412)
533 73,021 (55) (7,535)
(144) (19,728) 15 2,055
389 53,293 (40) (5,480)
8 1,096
31) (4,247)
(268) (36,716)
115 15,755
(184) (25,208)
294 40,278
(464) (63,568)
6 822
64 8,768
(100) (13,700)
01 12,467 Q71) (37,127)
(691) (94,667) (644) (88,228)
137 18,769 264 36,168
(463) (63,431) (651) (89,187)
15) (2,055) Q@7 (3,699)
108 14,796
93 12,741 @n (3,699)
(113) (15,481) (336) (46,032)
4,633 634,721 3,893 533,341
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EDINETOOOO
OO000D0O000DO00O0O(E24685)

oooooog
2018 12 31
2018 2017
2,979 408,123 2,681 367,297
1,344 184,128 849 116,313
4,323 592,251 3,530 483,610
275 37,675 273 37,401
4,598 629,926 3,803 521,011
35 4,795 90 12,330
4,633 634,721 3,893 533,341
37 ( 30 )
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EDINETOOOO

O000DO0000O0000OO0(E24685)

ooooooo
2018 12 31
2018 2017

6,356 870,772 5,279 723,223

(206) (28,222) 442 60,554

44 6,028 (110) (15,070)

(162) (22,194) 332 45,484
(102) (13,974)
(102) (13,974)

533 73,021 (55) (7,535)

(144) (19,728) 15 2,055

389 53,293 (40) (5,480)
(58) (7,946)
(258) (35,346)
114 15,618
(202) (27,674)

231 31,647

(333) (45,621)

46 6,302

(56) (7,672)

255 34,935 15 2,055

(628) (86,036) (436) (59,732)

87 11,919 130 17,810

(286) (39,182) (291) (39,867)
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Ooooood
2 274 ®) (685)

(84) (11,508)

(82) (11,234) ) (685)

(445) (60,965) (60) (8,220)

5,911 809,807 5,219 715,003
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OO000D0O000DO00O0O(E24685)

ooooood
2018 12 31
2018 2017
5,636 772,132 4,946 677,602
275 37,675 273 37,401
5,911 809,807 5,219 715,003
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50

O0oo0o0o
2018 12 31
2018 12 31 2018 1 2017 12 31

40,213 5,509,181 58,521 8,017,377 58,521 8,017,377
645 88,365 755 103,435 755 103,435
14 23,256 3,186,072 49,164 6,735,468 45,608 6,248,296
15 11,293 1,547,141 23,792 3,259,504 24,152 3,308,824
16 3,692 505,804 4,183 573,071 4,274 585,538
16 464,044 63,574,028 460,955 63,150,835 465,555 63,781,035
16 5,095 698,015 3,308 453,196 3,637 498,269
1,878 257,286 6,195 848,715 6,195 848,715
474,709 65,035,133 474,641 65,025,817 479,661 65,713,557

19 24,368 3,338,416 42,535 5,827,295
20 41,717 5,715,229
21 474 64,938 474 64,938 474 64,938
22 3,322 455,114 2,666 365,242 2,666 365,242
23 8,515 1,166,555 9,062 1,241,494 9,062 1,241,494
1 137 16 2,192 16 2,192
31 3,216 440,592 3,406 466,622 3,104 425,248

24

30 1,267 173,579 723 99,051 723 99,051
13 154,007 21,098,959 154,227 21,129,099
25 2,207 302,359 2,341 320,717 2,344 321,128
593,486 81,307,582 822,103 112,628,111 823,030 112,755,110
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50

O0oo0o0o
2018 12 31
2018 12 31 2018 1 2017 12 31
37,632 5,155,584 55,835 7,649,395 55,835 7,649,395
464 63,568 490 67,130 490 67,130
14 20,843 2,855,491 43,264 5,927,168 43,977 6,024,849
15 15,431 2,114,047 26,764 3,666,668 26,764 3,666,668
16 3,153 431,961 3,525 482,925 3,611 494,707
16 172,315 23,607,155 170,114 23,305,618 170,804 23,400,148
16 4,960 679,520 3,182 435,934 3,182 435,934
153,585 21,041,145 165,378 22,656,786 163,460 22,394,020
334,013 45,759,781 342,199 46,881,263 341,057 46,724,809
19 23,208 3,179,496 41,623 5,702,351
20 42,566 5,831,542
21
22 2,062 282,494 1,415 193,855 1,415 193,855
23 2,940 402,780 3,252 445,524 3,252 445,524
31 1,980 271,260 2,146 294,002 1,995 273,315
24 32,656 4,473,872 32,878 4,504,286 32,878 4,504,286
30 704 96,448 673 92,201 673 92,201
13 7,622 1,044,214 7,622 1,044,214
25 849 116,313 1,114 152,618 1,117 153,029
472,782 64,771,134 559,275 76,620,675 559,641 76,670,817
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O0oo0o0o
2018 12 31
2018 12 31 2018 1 2017 12 31

26,263 3,598,031 28,888 3,957,656 28,888 3,957,656
391,251 53,601,387 418,124 57,282,988 418,124 57,282,988
19,663 2,693,831 13,237 1,813,469 13,237 1,813,469
615 84,255 579 79,323 579 79,323
26 17,730 2,429,010 50,932 6,977,684 50,874 6,969,738
15 10,911 1,494,807 24,699 3,383,763 24,699 3,383,763
1,104 151,248 1,313 179,881 1,313 179,881
27 64,533 8,841,021 61,817 8,468,929 61,865 8,475,505
13 146,515 20,072,555 146,518 20,072,966
29 4,335 593,895 4,554 623,898 4,540 621,980
30 245 33,565 281 38,497 281 38,497
394 53,978 827 113,299 827 113,299
32 3,344 458,128 5,552 760,624 5,309 727,333
33 12,745 1,746,065 14,782 2,025,134 14,782 2,025,134
553,133 75,779,221 772,100 105,777,700 771,836 105,741,532
34 1,574 215,638 1,574 215,638 1,574 215,638
35 600 82,200 600 82,200 600 82,200
36 6,965 954,205 7,484 1,025,308 7,706 1,055,722
37 27,924 3,825,588 36,749 5,034,613 37,718 5,167,366
37,063 5,077,631 46,407 6,357,759 47,598 6,520,926
38 3,217 440,729 3,217 440,729 3,217 440,729
40,280 5,518,360 49,624 6,798,488 50,815 6,961,655
73 10,001 379 51,923 379 51,923
40,353 5,528,361 50,003 6,850,411 51,194 7,013,578
593,486 81,307,582 822,103 112,628,111 823,030 112,755,110

6,356 (2017 5,279 )

99/493



EDINETOOOO
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ooooooo
2018 12 31

2018 12 31 2018 1 2017 12 31
5,320 728,840 7,538 1,032,706 7,538 1,032,706
229,402 31,428,074 234,397 32,112,389 234,397 32,112,389
88,383 12,108,471 112,769 15,449,353 112,769 15,449,353
341 46,717 304 41,648 304 41,648
26 17,719 2,427,503 51,045 6,993,165 51,045 6,993,165
15 14,546 1,992,802 28,267 3,872,579 28,267 3,872,579
27 49,787 6,820,819 48,158 6,597,646 48,158 6,597,646

13
29 3,522 482,514 4,204 575,948 4,204 575,948
30 121 16,577 143 19,591 143 19,591
231 31,647 105 14,385 105 14,385
32 1,608 220,296 2,699 369,763 2,593 355,241
33 9,528 1,305,336 9,341 1,279,717 9,341 1,279,717
420,508 57,609,596 498,970 68,358,890 498,864 68,344,368
34 1,574 215,638 1,574 215,638 1,574 215,638
35 600 82,200 600 82,200 600 82,200
36 1,543 211,391 2,071 283,727 2,241 307,017
2 37 45,340 6,211,580 52,843 7,239,491 53,145 7,280,865
49,057 6,720,809 57,088 7,821,056 57,560 7,885,720
38 3,217 440,729 3,217 440,729 3,217 440,729
52,274 7,161,538 60,305 8,261,785 60,777 8,326,449
52,274 7,161,538 60,305 8,261,785 60,777 8,326,449
472,782 64,771,134 559,275 76,620,675 559,641 76,670,817
50
6,356 (2017 5,279 )
2019 14
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2017 12 31

IFRS

2018

( ):
( )
¢ 39
( )
2018 12 31
50

EDINETOOOO

O000DO0000O0000OO0(E24685)

oooooog
2018 12 31
2,174 7,706 37,718 47,598 3,217 379 51,194
(222) (969) (1,191) (1,191)
2,174 7,484 36,749 46,407 3,217 379 50,003
4,711 4,711 35 4,746
120 120 120
8 8 8
(184) (184) (184)
(76) (76) (76)
389 389 389
(463) (463) (463)
93 93 93
(630) 517 (113) (113)
(630) 5,228 4,598 35 4,633
(11,022) (11,022) (36) (11,058)
(201) (201) (201)
(2,975) (2,975) (2,975)
265 265 265
C)] © ®
(305) (305)
(13,942) (13,942) (341) (14,283)
111 @111)

2,174 6,965 27,924 37,063 3,217 73 40,353

34 35 36 37 38
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2017

IFRS
IFRS

2018

12 31
15
)
(
)
(
(
¢ 39
( )

EDINETOOOO

O000DO0000O0000OO0(E24685)

oooooog
2018 12 31
297,838 1,055,722 5,167,366 6,520,926 440,729 51,923 7,013,578
(30,414) (132,753) (163,167) (163,167)
297,838 1,025,308 5,034,613 6,357,759 440,729 51,923 6,850,411
645,407 645,407 4,795 650,202
16,440 16,440 16,440
1,096 1,096 1,096
(25,208) (25,208) (25,208)
(10,412) (10,412) (10,412)
53,293 53,293 53,293
(63,431) (63,431) (63,431)
12,741 12,741 12,741
(86,310) 70,829 (15,481) (15,481)
(86,310) 716,236 629,926 4,795 634,721
(1,510,014) (1,510,014) (4,932) (1,514,946)
(27,537) (27,537) (27,537)
(407,575) (407,575) (407,575)
36,305 36,305 36,305
(1,233) (1,233) (1,233)
(41,785) (41,785)
(1,910,054) (1,910,054) (46,717) (1,956,771)
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oOoOooodn

15,207 (15,207)

2018 12 31 297,838 954,205 3,825,588 5,077,631 440,729 10,001 5,528,361

50

34 35 36 37 38
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2017
( )
)
( )
« 39
( )
2017 12 31

EDINETOOOO
O000DO0000O0000OO0(E24685)

ooooooo
)
2018 12 31
1,574 8,484 36,231 46,289 3,217 745 50,251
4,139 4,139 90 4,229
482 482 482
(100) (100) (100)
(40) (40) (40)
(651) (651) (651)
@n @n @n
(778) 442 (336) (336)
(778) 4,581 3,803 90 3,893
(2,650) (2,650) (69) (2,719)
(199) (199) (199)
600 (600)
432 432 432
an an an
(387) (387)
600 (3,094) (2,494) (456) (2,950)
2,174 7,706 37,718 47,598 3,217 379 51,194
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2017

« 39

2017 12 31

EDINETOOOO

O000DO0000O0000OO0(E24685)

oooooog

2018 12 31

215,638 1,162,308 4,963,647 6,341,593 440,729 102,065 6,884,387

567,043 567,043 12,330 579,373

66,034 66,034 66,034

(13,700) (13,700) (13,700)

(5,480) (5,480) (5,480)

(89,187) (89,187) (89,187)

(3,699) (3,699) (3,699)

(106,586) 60,554 (46,032) (46,032)

(106,586) 627,597 521,011 12,330 533,341

(363,050) (363,050) (9,453) (372,503)

(27,263) (27,263) (27,263)
82,200 (82,200)

59,184 59,184 59,184

(10,549) (10,549) (10,549)

(53,019) (53,019)

82,200 (423,878) (341,678) (62,472) (404,150)

297,838 1,055,722 5,167,366 6,520,926 440,729 51,923 7,013,578
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2017
( )
( )
(
¢ 39
¢ 35
2017 12 31
IFRS IFRS 15
1
2018
)
( )
(
« 39

EDINETOOOO

O000DO0000O0000OO0(E24685)
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ooooooo
)
2018 12 31
1,574 2,593 50,390 54,557 3,217 57,774
5,279 5,279 5,279
332 332 332
(56) (56) (56)
(40) (40) (40)
(291) (291) (291)
) ) ®)
(352) 292 (60) (60)
(352) 5,571 5,219 5,219
(2,650) (2,650) (2,650)
(199) (199) (199)
600 (600)
432 432 432
an an an
600 (3,094) (2,494) (2,494)
278 278 278
2,174 2,241 53,145 57,560 3,217 60,777
(170) (302) 472) 472)
2,174 2,071 52,843 57,088 3,217 60,305
6,356 6,356 6,356
(162) (162) (162)
(202) (202) (202)
(102) (102) (102)
389 389 389
(286) (286) (286)
(82) (82) (82)
(672) 227 (445) (445)
(672) 6,583 5,911 5,911
(11,022)' (11,022)' (11,022)'
(201) (201) (201)
(2,975) (2,975) (2,975)



2018 12 31

50

EDINETOOOO
OO000D0O000DO00O0O(E24685)

oooo0oog
265 265 265
® ® (©))
(13,942) (13,942) (13,942)
144 (144)
2,174 1,543 45,340 49,057 3,217 52,274
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2017

2017 12 31
IFRS IFRS 15

2018

EDINETOOOO
O000DO0000O0000OO0(E24685)

Ooooood
(
2018 12 31
215,638 355,241 6,903,430 7,474,309 440,729 7,915,038
723,223 723,223 723,223
45,484 45,484 45,484
(7,672) (7,672) (7,672)
(5,480) (5,480) (5,480)
(39,867) (39,867) (39,867)
(685) (685) (685)
(48,224) 40,004 (8,220) (8,220)
(48,224) 763,227 715,003 715,003
(363,050) (363,050) (363,050)
(27,263) (27,263) (27,263)
82,200 (82,200)
59,184 59,184 59,184
(10,549) (10,549) (10,549)
82,200 (423,878) (341,678) (341,678)
38,086 38,086 38,086
297,838 307,017 7,280,865 7,885,720 440,729 8,326,449
(23,290) (41,374) (64,664) (64,664)
297,838 283,727 7,239,491 7,821,056 440,729 8,261,785
870,772 870,772 870,772
(22,194) (22,194) (22,194)
(27,674) (27,674) (27,674)
(13,974) (13,974) (13,974)
53,293 53,293 53,293
(39,182) (39,182) (39,182)
(11,234) (11,234) (11,234)
(92,064) 31,099 (60,965) (60,965)
(92,064) 901,871 809,807 809,807
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« 39
( )
2018 12 31
50

EDINETOOOO
O000DO0000O0000OO0(E24685)

oooooog
(1,510,014) (1,510,014) (1,510,014)

(27,537) (27,537) (27,537)

(407,575) (407,575) (407,575)

36,305 36,305 36,305

(1,233) (1,233) (1,233)

19,728

(1,910,054)

(19,728)

(1,910,054)

(1,910,054)

297,838

211,391

6,211,580

6,720,809

440,729 7,161,538
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EDINETOOOO
OO000D0O000DO00O0O(E24685)

ooooooo
2018 12 31
2018 2017
! 6,309 864,333 5,978 818,986
49(2) 34,216 4,687,592 (15,733) (2,155,421)
49(b) (61,433) (8,416,321) (13,379) (1,832,923)
49(c) (1,424) (195,088) 12,297 1,684,689
« ) (1,616) (221,392) (682) (93,434)
(23,948) (3,280,876) (11,519) (1,578,103)
(12,309) (1,686,333) (7,857) (1,076,409)
26,863 3,680,231 18,667 2,557,379
(3,450) (472,650) (3,655) (500,735)
1,262 172,894 1,444 197,828
( ) 49(e) (26) (3,562) (1,913) (262,081)
( ) 49(F) 8,604 1,178,748 984 134,808
20,944 2,869,328 7,670 1,050,790
(11,022) (1,510,014) (2,650) (363,050)
275) (37,675) 73) (37,401)
(36) (4,932) (69) (9,453)
©)) (1,233) an (10,549)
(1,022) (140,014) (1,157) (158,509)
201 27,537
(2,975) (407,575)
(2,256) (309,072) (1,608) (220,296)
9,860 1,350,820 8,476 1,161,212
(10,354) (1,418,498) (475) (65,075)
(370) (50,690) (244) (33,428)
( ) (18,258) (2,501,346) 1,923 263,451
3 411
(21,259) (2,912,483) (1,926) (263,862)
60,982 8,354,534 62,908 8,618,396
49(d) 39,723 5,442,051 60,982 8,354,534
IERS 2 (2,274) (311,538)
2018 58,708 8,042,996
4,929 1,380 (2017
5,035 943 )
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EDINETOOOO
OO000D0O000DO00O0O(E24685)

oooooog
2018 12 31
2018 2017
1 7,209 987,633 5,808 795,696
49(a) 46,534 6,375,158 (11,165) (1,529,605)
49(b) (76,719) (10,510,503) 3,463 474,431
49(c) (3,921) (537,177) (1,973) (270,301)
« ) (393) (53,841) 437 59,869
(27,290) (3,738,730) (3,430) (469,910)
(11,699) (1,602,763) (7,550) (1,034,350)
25,927 3,551,999 16,480 2,257,760
(1,486) (203,582) (1,155) (158, 235)
113 15,481 85 11,645
(13) (1,781) 3% (4,658)
4,867 666,779 4,378 599,786
101 13,837 101 13,837
210 28,770
( ) 49(e) (98) (13,426) (2,026) (277,562)
( ) 49(F) 7,704 1,055,448 592 81,104
25,626 3,510,762 10,871 1,489,327
(11,022) (1,510,014) (2,650) (363,050)
(275) (37,675) 273) (37,401)
© (1,233) an (10,549)
(659) (90,283) (668) (91,516)
(2,975) (407,575)
(675) (92,475)
9,860 1,350,820 8,476 1,161,212
(10,354) (1,418,498) (475) (65,075)
(370) (50,690) (244) (33,428)
( ) (15,804) (2,165,148) 3,414 467,718
2 274 @ (137)
(17,466) (2,392,842) 10,854 1,486,998
56,120 7,688,440 45,266 6,201,442
49(d) 38,654 5,295,598 56,120 7,688,440
IFRS 2
2018
4,929 1,380 (2017
5,035 943 )
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2018 12 31

EDINETOOOO
OO000D0O000DO00O0O(E24685)

ooooogd
2018 2017
(11,529) (1,579,473) (12,244) (1,677,428)
60 8,220 208 28,496
(682) (93,434) (115) (15,755)
(12,151) (1,664,687) (12,151) (1,664,687)
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OooooOodd
2006 (
EU ) ( IFRS ) IFRS
( 1ASB ) IFRS 1ASB
1AS IFRS ( IFRS IC )
IFRS 1AS
39 EU 1AS 39
EU IFRS 1ASB IFRS
IFRS (
) 13 19 (
) )
(
)
2018 IFRS IFRS 15
( ) IFRS
IFRS IAS 39
IFRS 1AS 39

IFRS
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IAS 39
IAS 39
2017
1ASB
1ASB IAS 39
IFRS
IAS 39
IFRS
2,274
2018 2017 12 31
IFRS 15
IFRS 15 IAS 18 IAS 11 IFRS 15
IFRS IFRS 15 50
2018 12 31

IFRS 51
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(116) 172 156 212
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(64 44 439 341
(73) (39) 665 553
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®) @ (10)
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(33) (33)
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18
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70 54 124
1 © 6 @
12 (12)
® 3
() @ 3
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@n 12) (©) (42)
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41 32 3 76
296 534 826 1,656
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1 1
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(15) (52) 67 @
12 (421) (46) 479)
584 2,770 1,002 50 3,907 8,313 3,306
171 2,757 311 433 841 4,513 690
22 13 44 19 255 353 226
an an
193 2,770 355 452 1,079 4,849 916
117 117
23 71 12 394 500 328
(15) (34) (49)
12) (414) (426)
204 2,770 411 50 1,556 4,991 1,244
380 591 2,351 3,322 2,062
403 662 19 1,582 2,666 1,415
380 (2017 380
300 Bank of Scotland
)
2018 12 31
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23 23
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50 1,763 5,055 6,528 13,396
9 9
71 516 1,754 2,341
17 17
(32) (643) (571) (1,538) (2.784)
1) G4 (111) (156)
35 1,180 4,966 6,642 12,823
1,301 2,641 1,509 5,451
® (10) G4 (52)
122 732 1,085 1,939
(704) (1,246) (1,054) (3,004)
711 2,117 1,506 4,334
4 4
121 713 1,015 1,849
(628) (534) (595) @,757)
(%) (26) (91) (122)
199 2,270 1,839 4,308
35 981 2,696 4,803 8,515
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70 1 (18) 53
1 1
46 360 406
(165) (112) (67) (344)
1,626 6,172 130 7,928
14 (6) 4 12
57 452 509
(422) (351) (134) (907)
1,275 6,267 7,542
1,048 3,090 30 4,168
66 5 (15) 56
63 644 6 713
(154) (107) (261)
1,023 3,632 21 4,676
5 ) 1
62 639 2 703
(403) (352) (23) (778)
687 3,915 4,602
588 2,352 2,940
603 2,540 109 3,252

2018 2017
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17 23
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10,258 41,378 10,258 41,378
270 381 362 552
117 1,303 67 1,303
10,645 43,062 10,687 43,233
17,730 50,874 17,719 51,045
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7,007 (2017 9,022 ) 7,036 (2017
8,837 )
2018 12 31
15,435 (2017 14,224 ) 8,350
(2017 6,412 ) 2018 12 31
386 (2017 147 )
533
2018 2017 52
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25,018 22,485 21,158 14,105
5,746 6,577 6,616 7,001
8,060 5,263 7,701 4,090
2,850 2,855

41,674 37,180 35,475 25,196
(31,647) (21,466)
5,533 3,730
34,963 27,694 30,361 25,632
1,839 1,200 1,628 1,200
36,802 28,894 31,989 26,832
(700) (700)
28,194 26,132
33,727 29,862

53 (2017 )

4,102 (2017 3,507 )
2018 12 31
88 (2017 95 )
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1,022 442 583 530
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2018 12 31 97 (2017 97 )
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55 50
2004
( )
( )
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2018 2014 30 52 (
85.9 ) 73 ( 85.6 )
(Structural Reform Programme)
2018 412 2019 618 2020 798
2021 1,287 2022 2024 1,305
2019 12 31
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(41,092) (43,136) (25,198) (27,041)
42,238 43,722 25,865 27,674
1,146 586 667 633
2018 2017 2018 2017
586 (114) 633 (23)
(396) (334) (193) (162)
1,641 (754) 760 (430)
(1,529) 1,223 (983) 857
827 567 451 396
®
26 @ @ ®)
1,146 586 667 633
2018 2017 2018 2017
(43,136) (44,363) (27,041) (27,924)
(257) (279) (119) 137)
(1,119) (1,203) (689) (762)
(439) (358) (333) (360)
(201) 1,031 (188) 874
2,281 (1,427) 1,281 (944)
3,036 3,537 1,965 2,340
(108) (14) (66) 0
17 16
(12) (O] (C))
(1,154)
72) ) (124)
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(6,448) (7,667) (3.,487) (4,349)

(14,208) (15,313) (8,608) (9,594)

(18,885) (18,556) (11,971) (11,932)

(1,551) (1,600) (1,132) (1,166)

(41,092) (43,136) (25,198) (27,041)

2018 2017 2018 2017

43,722 44,249 27,674 27,901

(1,529) 1,223 (983) 857

1,141 1,208 710 766

827 567 451 396

(3,036) (3,537) (1,965) (2,340)
(18) (18)

(40) (40) (25) (25)

1,145
26 70 3 119
42,238 43,722 25,865 27,674
2018 2017

257 279

(22) ®)

12 4

1 2

108 14

40 40

396 334
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2018 2017
637 222 859 846 5 851
1
7,449 7,449 5,190 5,190
16,477 16,477 17,131 17,131
8,813 8,813 6,903 6,903
138 138 121 121
32,877 32,877 29,345 29,345
556 556 544 544
4,578 10,494 15,072 3,805 12,903 16,708
(283) (6,843) (7,126) 1,462 (5.188) (3,726)
12 31 37,809 4,429 42,238 35,458 8,264 43,722
29,033 (2017 12 31 27,270 ) ( BBB
)
2018 2017
299 215 514 448 4 452
1
2,570 2,570 417 417
10,236 10,236 11,215 11,215
5,987 5,987 4,859 4,859
18,793 18,793 16,491 16,491
2,405 7,192 9,597 1,495 9,541 11,036
(589) (2,450) (3,039) 515 (820) (305)
12 31 20,908 4,957 25,865 18,949 8,725 27,674
16,472 (2017 12 31 16,212 ) ( BBB
)
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2,329 2,421 1,705 1,939
2,487 2,377 1,488 1,319
2,329 2,796 1,336 1,369
313 1,729 1,080
7,614 7,385 5,068 5,329
12 31 15,072 16,708 9,597 11,036
)
2018 2017
2.90 2.59
3.20 3.20
2.15 2.15
0.00 0.00
2.73 2.71
2018 2017
60
27.8 27.9
29.4 29.5
15 60
28.8 28.9
30.6 30.7
2018 12 31 60
27.8 29.4
45 15 60
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2,
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0.1 25 26 686 794
43 44 1,299 1,404

42) (41) (1,257) (1,357)

12018 12 31 RPI 3.20 CPI 2.15 (2017 : RPI 3.20 cPI
2.15 )
22018 12 31 2.90 (2017 :2.59 )
90
(CPI) (RPI)
(CPI RPI )
2014 )
60
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2018 2017 2018 2017
18 19 17 18

2018 2017 2018 2017
1,225 1,150 839 797
1,299 1,216 900 851
4,303 4,023 2,952 2,801
10 8,305 7,939 5,543 5,397
15 9,416 9,166 6,044 6,019
25 18,417 18,526 11,052 11,448
35 15,631 16,157 8,834 9,485
45 9,924 10,640 5,074 5,774
4,270 4,724 1,661 2,093
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8 (2017 242 )
(2017 14 ) ( B )
1996 (
)
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6.81 (2017 6.81 )
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18 92 17 15
5 7 4 5
() ) (©)) (©)
1 1 2
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4,254 937 196 40 28 24 5,479
(243) (222) (281) ) 7 (19) (767)
164 25 189
3 3
4,011 715 79 56 35 8 4,904
299 3 302
4,011 715 79 355 35 1 5,206
(234) (69) 92 (21) @) ) (239)
92) (138) (230)
® 5)
3,777 646 79 196 28 6 4,732
1
(745) (85) (656) (233) (157) (1,876)
70 199 (120) (36) 65 178
(295) 284 68 57
(157) &) (159)
(832) (181) (492) (201) 94) (1,800)
134 (67) (33) (37) 1 (@)
(25) 137 137 249
34 34
3 3
(698) (273) (388) (101) (56) (1,516)
(2017
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133 25 158
2,433 404 40 47 25 5 2,954
151 151
2,433 404 40 198 25 5 3,105
(153) (60) 60 ) ) * (169)
(70) (138) (208)
2,280 344 30 53 20 1 2,728
1
(69) (648) (225) 137) (1,079)
137 24) 74 187
(243) 130 46 (67)
(175) (518) (203) (63) (959)
45) (14) 32 @7
44 87 114 245
Q) Q)
(176) (431) (103) (38) (748)
(2017
(2017 35
) 20 52
(2017 56 11
688 566
121
) 98 (2017 23
46 (2017 46 )
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243 243

273 5,552

(11) 98 33 120

(2,099) (938) (44) (617) (3,698)

72) 746 561 50 85 1,370

190 1,520 707 62 865 3,344

18 1,348 242 34 951 2,593

106 106

124 2,699

) 2 99 99

(1,057) (302) 14) (523) (1,896)

(46) 317 311 17 107 706

76 608 253 37 634 1,608

18
(MBNA )
2018 12 31 PPI 746
( 13,000 )
2019 13,000
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PPI 2011
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PPI
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85
(MBNA)
2016 12
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(90) (90)
(771) (771)
(837) (90) (771) (1,698)
(221) (34) (423) (678)
31 3 (134) (100)
3,721 504 10,557 14,782
201 201

(600) (600)
(14) (14)
(150) (150)

(1,492) (1,492)

(614) (1,642) (2,256)
108 20 247 375
®) 5 (357) (357)
3,210 529 9,006 12,745

(2017 1,608
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1,694 1,694
160 ( 25 ) 40 40
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( 6.369 2015 ) 600
36
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6,348 6,348
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2018 2017 2018 2017
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92 667
294 231
(25) (39)
*
265 192
(464) (333)
93 85
(371) (248)
6
6
©) 611
2018 2017 2018 2017
1,573 2,224 1,554 1,845
91 271) 255 15
(43) 103 (72) 21
48 (168) 183 36
(691) (644) (628) (436)
180 161 159 109
(511) (483) (469) (327)
1,110 1,573 1,268 1,554
2018 2017 2018 2017
(207) (180) 76 81
(15) (16) 2 2
11 )
108 (84)
(114) (207) (6) 76
2018 2017 2018 2017
37,718 53,145
(969) (302)
36,749 36,231 52,843 50,390
4,711 4,139 6,356 5,279
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120 482 (162) 332
8
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(2017 23 ) ( 13 )
2018
( SAYE ) 500
( 80 )
SAYE
2018 2017
( ) ( )
860,867,088 51.34 678,692,896 51.76
188,866,162 47.92 268,653,890 51.03
(135,721,404) 59.00 (13,119,229) 55.58
(22,909,999) 49.85 (18,545,569) 51.70
(78,073,042) 50.66 (41,211,075) 52.77
(10,033,887) 55.20 (13,603,825) 56.98
12 31 802,994,918 49.30 860,867,088 51.34
12 31 68,378 60.02
2018 0.67 (2017 0.67 )
2.16 (2017 1.4 )
2018 SAYE 0.13 (2017 0.15 )
SAYE
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23,208 23,208 41,803 41,803
18,026 18,026 32,182 32,182
2,811 2,811 11,795 11,795
20,837 20,837 43,977 43,977
15,431 (3,406) 12,025 26,764 (9,476) 17,288
31 31 70 70
449 449 722 722
2,012 2,012 2,167 2,167
30,420 30,420 47,590 47,590
32,912 32,912 50,549 50,549
272,816 (5,805) 267,011 340,690 (12,004) 328,686

IAS 32
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2018 12 31 (

64 ) ( 13 )
2018 2017 2018 2017

7,308 7,074 3,020 2,99

1,356 1,609 1,243 1,383

6,696 7,886 5,725 7,389

4,468 4,428 3,108 3,068

13,932 14,074 9,943 10,484

2,395 2,148 1,646 1,677

27,207 27,606 23,087 22,273

61,256 54,003 55,407 45,550

296,790 304,480 55,022 57,889

28,617 28,757 9,680 9,908

1,686 2,004 194 404

15,353 13,591 5,774 8,894

467,064 467,750 173,849 171,915

( 18) (3,020) (2,195) (1,534) (1,111)

464,044 465,555 172,315 170,804
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C.
( PD ) 12
IFRS IFRS
PD( ) PD( )
1-6 0.00-4.50 1-10 0.00-0.50
7-9 4.51-14.00 11-14 0.51-3.00
10 14.01-20.00 15-18 3.01-20.00
11-13 20.01-99.99 19 20.01-99.99
14 100.00 20-23 100.00
2018 12 31
3,586 257,740 44,314 50,143 39,618 391,815
105 57 2,562 24,760 27,379
72 1,287 1,359
415 415
3,691 257,797 47,363 76,190 39,618 420,968
2 10,784 2,737 100 6 13,627
1,709 1,158 3,442 3 6,312
262 285 2,962 3,509
899 907 54 1,860
2 13,654 5,087 6,558 9 25,308
1,393 997 2,958 49 5,397
15,391 15,391
3,693 288,235 53,447 85,706 39,676 467,064
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2018 12 31
12,024 60,379 35,610 246 108,259
2 532 6,196 6,730
10 70 80
363 31 394
12,026 61,284 41,907 246 115,463
19 1,858 1,877
1 156 526 683
27 269 296
50 11 61
20 2,091 806 2,917
5 39 44
90 90
12,141 63,414 42,713 246 118,514
250
( 2,200 )

1,000
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2018 12 31
3,049 49,298 12,768 41,279 38,883 142,228
105 1 631 16,563 17,195
14 936 950
6 6
3,154 49,299 13,419 58,778 38,883 160,379
3,159 1,099 23 2 4,283
490 414 2,259 3,163
74 113 2,711 2,898
325 307 30 662
4,048 1,933 5,023 2 11,006
644 461 1,356 3 2,464
3,154 53,991 15,813 65,157 38,888 173,849
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0000000
2018 12 31
753 20,362 31,474 50 52,639
106 3,858 3,964
1 53 54
31 31
753 20,469 35,416 50 56,688
488 488
70 383 453
12 213 225
22 3 25
592 599 1,191
18 18
753 21,079 36,015 50 57,897
17,127
17,136
17,078 17,087
49 3,120 890
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(2018

ooOooood
2018 2017
1 2 1 2
3,262 9 3,271 2,366 2,366
631 17 648 1,164 96 1,260
3,893 26 3,919 3,530 96 3,626
1,176 2 1,178 14 14
5,069 28 5,097 3,530 110 3,640
@ (©)
5,095 3,637
3,263 3,263 2,263 2,263
521 521 919 919
3,784 3,784 3,182 3,182
1,176 1,176
4,960 4,960 3,182 3,182
4,960 3,182
2017 96
22 2017 14
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OooooOodd
( )
(2017 12 31 )
19 (2017 12 31
)(
2018 2017
1 2 1 2
18,971 18,971 34,708 34,708
167 167
1,156 1,156
57 57 235 20 255
57 57 1,391 20 1,411
4,934 185 5,119 4,250 365 4,615
23,905 242 24,147 40,516 385 40,901
221 221
24,126 242 24,368 40,516 385 40,901
BBB
(2018 52 2017 ) (2018 190 2017
)
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2018 2017
1 2 1 2
18,831 18,831 34,571 34,571
167 167
1,129 1,129
5 5 64 1 65
5 5 1,193 1 1,194
4,151 4,151 3,514 306 3,820
22,982 5 22,987 39,445 307 39,752
221 221
23,203 5 23,208 39,445 307 39,752
2,051
23,208 41,803
BBB
(2018 2017 ) (2018 2017 307
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14
2018 2017
1 2 1 2
2,293 2,293 9,836 9,836
84 105 189
20 20 95 95
20 20 179 105 284
22 22 468 54 522
2,335 2,335 10,483 159 10,642
928 928
222 222
518 518 210 210
518 518 1,150 210 1,360
18 18
518 518 1,168 210 1,378
2,853 2,853 11,651 369 12,020
1,356
2,853 13,376
BBB
(2018 2017 ) (2018 2017 369
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2018 2017
1 2 1 2
2,293 2,293 9,834 9,834
84 105 189
95 95
179 105 284
468 54 522
2,293 2,293 10,481 159 10,640
2,293 2,293 10,481 159 10,640
928 928
518 518 210 210
518 518 928 210 1,138
2,811 2,811 11,409 369 11,778
17
2,811 11,795
BBB
(2018 2017 ) (2018 2017 369

275/493



EDINETOOOO

O000DO0000O0000OO0(E24685)

OooooOodd
15
6,769 12,025 (2017 12,968 17,288
) 1,693 857 (2017
5,148 3,909 ) 94
32 (2017 275 196 ) OECD
2018 2017
1 2 1 2
5,901 1,320 7,221 20,285 1,967 22,252
1,467 16 1,483 1,894 6 1,900
7,368 1,336 8,704 22,179 1,973 24,152
2,589
11,293 24,152
4,563 525 5,088 17,403 714 18,117
385 15 400 467 2 469
4,948 540 5,488 17,870 716 18,586
9,943 8,178
15,431 26,764
BBB
(2018 1,282 488 2017 1,878
623 ) (2018 54 52 2017
95 93 )
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461 (2017 94
) 481
(2017 95 )
(
)
(
)
ECL

2018 12 31
70 186,974 10,853 1,058 11,658 210,543
70 80 38,865 1,704 176 1,864 42,609
80 90 26,353 837 90 1,024 28,304
90 100 5,136 154 33 349 5,672
100 469 106 36 496 1,107

257,797 13,654 1,393 15,391 288,235
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2017 12 31
70 216,888 4,309 2,444 223,641
70 80 43,045 787 592 44,424
80 90 25,497 500 435 26,432
90 100 7,085 177 244 7,506
100 3,068 161 450 3,679
295,583 5,934 4,165 305,682

2018 12 31
70 41,695 3,193 485 45,373
70 80 4,668 483 75 5,226
80 90 2,333 247 43 2,623
90 100 527 68 21 616
100 76 57 20 153
49,299 4,048 644 53,991

2017 12 31
70 47,274 578 351 48,203
70 80 5,640 99 73 5,812
80 90 2,783 56 47 2,886
90 100 663 19 38 720
100 232 10 26 268
56,592 762 535 57,889

2018 12 31
366 631 (2017
542 817 )
52,450
(2017 49,482 )
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(2017

2018 12 31
(2017

(2017 797

35,879

(2017

17,122

236
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16,832 )
37,765 (2017
658
644 )
590



(2017

39,099

16,029

44,432

12,025
17,288 )
(2017

2018 12 31
51,242
50,549
698 (2017

245

2018 12 31

43,701

(
31,590
)
31,281 )
(2017
471 )
(2017
5,148
32,912
)
10,314
(2017 297
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)
17,127
)
18,910 (2017
17,121 (2017
45,025
61,469 17,504
14,809 (2017
«C ) 6,769
12,968
1,693 857
3,909 )
(2017 69,057
10,661
20 )
(
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OooooOodd
E.
21,170
1,193 (2017 23,175 3,198 )
2018 12 31
19,615 1,188 (2017 23,082
3,156 )
1,818 (2017
2,638 2,637 ) 2018 12 31
1,710
(2017 2,640 )
14,148
(2017 48,765 )
2018 2017 2018 2017
723 1,320 715 1,314
197 197
(2017 1,025 2,608 731 2,469
)
1,748 4,125 1,446 3,980
28

43
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2018 12 31
150,971
120,076
)
262
(2017

)

308

(2017

871

(2017

335

114,045

15

77

(2017
125

)
(2017
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OooooOodd
)
)
)
(2017
(2017 507
( 15
)
320

2018 12 31



556,945 (2017
)
)
(017 21
)
2018
2017 12 31

2017

549,099

(2017

11

10
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146,018 (2017 127,228
486 (2017 458
) ( 15) 2018
25
21 (2017 66
41
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2018 12 31
112
112
2017 12 31
73 374 32
4D
32 374 32
2018 12 31
6
6
2017 12 31
6 53
6 53
®
PRA
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( )
12
2018 12 31
1,938 2,401 865 20,302 1,362 26,868
361,233 7,298 12,066 9,825 1,554 391,976
3,807 6,165 5,389 931 10,771 27,063
4,714 5,580 19,741 35,123 12,677 77,835
236 1,164 953 6,871 10, 444 19,668
371,928 22,608 39,014 73,052 36,808 543,410
1,161 1,704 6,503 21,645 13,207 44,220
(924) (1,528) (6,185) (20,173) (11,450) (40, 260)
237 176 318 1,472 1,757 3,960
5,778 ) 39 285 576 6,669
6,015 167 357 1,757 2,333 10,629
12
2017 12 31
1,873 3,544 2,096 21,498 387 29,398
367,104 18,854 21,308 11,170 2,375 420,811
21,286 14,424 6,499 4,251 13,041 59,501
3,407 6,341 12,378 31,642 16,833 70,601
265 490 3,005 7,131 10,965 21,946
393,935 43,653 45,376 75,692 43,601 602,257
23,850 31,974 24,923 43,425 30,473 154,645
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(23,028) (30,972) (23,886) (43,506) (31,932) (153,324)
822 1,002 1,037 (81) (1,459) 1,321
17,414 9 142 452 992 19,009
18,236 1,011 1,179 371 (467) 20,330
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27 (2017 23 )
19 (2017 17
12
2018 12 31

1,860 1,472 701 112 1,362 5,507
219,209 4,845 3,956 693 810 229,513
3,839 6,216 5,434 887 10,754 27,130
4,181 4,083 16,637 25,590 11,813 62,304
190 416 487 5,706 5,992 12,791
229,279 17,032 27,215 32,988 30,731 337,245
1,083 1,630 6,364 18,279 11,908 39,264
(884) (1,466) (6,054) (16,992) (10,296) (35,692)
199 164 310 1,287 1,612 3,572
4,302 (18) 6 152 351 4,793
4,501 146 316 1,439 1,963 8,365
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12
2017 12 31

1,685 2,319 2,002 1,243 383 7,632
211,268 13,766 8,494 1,140 1,654 236,322
21,365 14,478 6,523 4,217 13,089 59,672
2,718 3,598 11,874 22,539 14,678 55,407
266 258 462 5,522 6,512 13,020
237,302 34,419 29,355 34,661 36,316 372,053
23,756 31,750 24,690 40,258 26,933 147,387
(22,985) (30,784) (23,655) (40,222) (28,244) (145,890)
771 966 1,035 36 @,311) 1,497
15,430 %) 101 288 812 16,627
16,201 962 1,136 324 (499) 18,124
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2018 12 31
32 32
1,324 551 133 747 2,755
1,356 551 133 747 2,787
89,567 12,445 11,554 4,215 117,781
524 20 13 176 733
90,091 12,465 11,567 4,391 118,514
91,447 13,016 11,700 5,138 121,301
2017 12 31
67 4 71
1,607 506 271 656 3,040
1,674 510 271 656 3,111
96,128 17,947 16,577 4,503 135,155
57 46 71 210 384
96,185 17,993 16,648 4,713 135,539
97,859 18,503 16,919 5,369 138,650
2018 12 31
31 31
1,239 465 133 624 2,461
1,270 465 133 624 2,492
32,769 10,548 10,828 3,068 57,213
522 20 13 129 684
33,291 10,568 10,841 3,197 57,897
34,561 11,033 10,974 3,821 60,389
2017 12 31
66 4 70
1,538 505 206 640 2,889
1,604 509 206 640 2,959
38,748 16,676 15,952 3,262 74,638
57 46 71 179 353
38,805 16,722 16,023 3,441 74,991
40,409 17,231 16,229 4,081 77,950
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Pillar
Tier ( CET
( ICR
Pillar
PRA ICR
( 1CAAP )
CRD
1.875 2019 2.5
(
2019
CRD IV
2018
2018
( FSB )
( EC

( FPC )
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( PRA )
( CRD
CRD
) 4.5
Pillar
)
(2018
)
0.9 )
IFRS
IFRS
(
95
2019 85 2018
) 2018
( BCBS )
) ( EBA
PRA
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Pillar 2A
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Tier ( CET
Tier ( AT
AT
2022
Tier ( T )
T
T CRD
T
CRD

Tier
Tier

Tier
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ooOoooOoo
)
IFRS
) CET
AT CRD Tier
AT
AT Tier
AT
T T
2022 IFRS
IFRS
2018 2017
26,060 32,500
5,937 5,220
7,087 6,579
39,084 44,299
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49
a
2018 2017 2018 2017
(10,338) (25,178) (992) (2.832)
4,827 810 9,875 (23,861)
40,137 9,285 37,356 15,459
(410) (650) 295 69
34,216 (15,733) 46,534 (11,165)
b
2018 2017 2018 2017
2,677) 13,415 (2,219) (1,917)
(11,901) 2,935 (5,258) 13,417
(5,466) 44 (23,522) 12,812
4,730 (11,968) 1,442 (6,079)
(45,383) (12,677) (46,514) (15,110)
(353) (4,665)
(383) (463) (648) 340
(61,433) (13,379) (76,719) 3,463
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2018 2017 2018 2017
2,374 2,370 1,031 932
92 302
(4,968) (4,479)
(46) (230)
1,012 691 553 465
( ) (1,000) (1,062) (608) (475)
72) © (46) (€))
(2017 (14) 6 )
(1,520) 9,169
746 1,300 317 781
561 865 311 342
(541) (®) (413) (48)
72) (149)
404 369 196 165
(39) (23) (33) @37
1 (365) 209 (130) 718
1,072 1,285 654 664
) (1,010) 21 (555)
933 537 990 1,181
2,495 15,469 (2,107) (196)
(868) (587) (455) (401)
(2,101) (1,657) (302) (946)
(956) (928) (1,057) (430)
6
(3,919) (3,172) (1,814) @1,777)
(1,424) 12,297 (3,921) (1,973)
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2017 12 31

48
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2018 2017 2018 2017
40,213 58,521 37,632 55,835
(2,541) (957) (803) (535)
37,672 57,564 36,829 55,300
3,692 4,274 3,153 3,611
2,337
(1,641) (3,193) (1,328) (2,791)
2,051 3,418 1,825 820
39,723 60,982 38,654 56,120
39,723 58,645 38,654 56,120
2,337
39,723 60,982 38,654 56,120
( 13)
2,322 (2018
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2018 2017 2018 2017
123
7,811 7,311
16
21 702
6 1
6 414 5
(8,114)
(6,431)
1,305
@ (927) (103)
302
( (278)
¢ 22 127)
26 2,016
(123)
26 1,893
98 2,026
20
26 1,913 98 2,026
MBNA
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2018 2017 2018 2017
125,379 2,117
3,495 344
14,436 176
3,027
3,639
1,836
4,902
375
48 11
156,762 3,023
(15,236) 22)
(2,584) (1,706)
(2,762)
(117,021)
(2,494)
(305) (387)
(8,759) 50
(149,161) (2,065)
7,601 958
7,725 37
26
1,010 3D 555
8,611 984 7,704 592
@)
8,604 984 7,704 592
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oooooog
50 IFRS IFRS 15
IFRS IFRS 15 ( 2018
2017 2018
o 31 IFRS IFRS IFRS IFRS 15
58,521 58,521
755 755
45,608 3,568 12) 49,164
24,152 (360) 23,792
4,274 (90) @ 4,183
465,555 (3,662) 84 (1,022) 460,955
3,637 (329) 3,308
6,195 6,195
479,661 (4,081) 84 (1,023) 474,641
42,590 (55) 42,535
41,717 (41,717)

474 474
2,666 2,666
9,062 9,062

16 16
3,104 @ 300 3 3,406
723 723
154,227 (213) m 154,007
2,344 ®) 2,341
823,030 97) (733) 3 822,103
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oooooog
2017 . 2018
5 a1 IFRS IFRS : IFRS RS 15
28,888 28,888
418,124 418,124
13,237 13,237
579 579
50,874 48 10 50,932
24,699 24,699
1,313 1,313
61,865 48) 61,817
146,518 ®) 146,515
4,540 14 4,554
281 281
827 827
5,309 243 5,552
14,782 14,782
771,836 10 240 14 772,100
47,598 (207) 973) 1) 46,407
3,217 3,217
379 379
51,194 (207) (973) 1 50,003
823,030 197) (733) 3 822,103
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IFRS IFRS 15 ( ) 2018
2017 IFRS 2018
12 31 . IFRS IFRS 15

55,835 55,835
490 490
43,977 (713) 43,264
26,764 26,764
3,611 (85) [€H) 3,525
170,804 (226) (464) 170,114
3,182 3,182
163,460 1,967 (49) 165,378
341,057 1,656 (514) 342,199
41,623 41,623

42,566 (42,566)
1,415 1,415
3,252 3,252
1,995 151 2,146
32,878 32,878
673 673
7,622 7,622
1,117 (©) 1,114
559,641 (366) 559,275
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S =
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2017 IFRS 2018
12 31 . IFRS IFRS 15

7,538 7,538
234,397 234,397
112,769 112,769
304 304
51,045 51,045
28,267 28,267
48,158 48,158
4,204 4,204
143 143

105 105
2,593 106 2,699
9,341 9,341
498,864 106 498,970
57,560 (472) 57,088
3,217 3,217
60,777 472) 60,305
559,641 (366) 559,275
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IFRS
2018 IFRS IFRS 2017
2018
1,180
IFRS
2018
2017 12 31 2018
IAS 39 IFRS
1 1
2,195 1,022 3,217
3 3
3 3
2,198 1,026 3,224
30 243 273
7 7
2,228 1,276 3,504
2018
2018
2017 12 31 2018
IAS 39 IFRS
1 1
1,111 464 1,575
3 3
49 49
1,111 517 1,628
18 106 124
1,129 623 1,752
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IAS 39 IFRS
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IFRS
12 IFRS
12
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IAS 39
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IFRS
IFRS
IFRS
2018
2018
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IAS 39

IAS 39

0.2
1.97
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IFRS 15
2018

IFRS 15

15
IFRS 15

51
2018 12 31

2019

IFRS 16

IFRS 16 IAS 17

IFRS 16

1ASB
19

2019 2020

IAS 12

2018 12 31

IFRS 15

14

1AS

2019

229 (
2018
11
2019
17
17
IFRS
IFRIC 23
IAS 12
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2006 409 2018 12 31

100

A G Finance Ltd

A.C.L. Ltd

ACL Autolease Holdings Ltd

Alex Lawrie Factors Ltd

Alex. Lawrie Receivables Financing Ltd
Alexanderplatz 2017 GmbH

Amberdate Ltd

AN Vehicle Finance Ltd(In liquidation)

Anglo Scottish Utilities Partnership 1

Aquilus Ltd

Automobile Association Personal Finance Ltd

Bank of Scotland (B G S) Nominees Ltd

Bank of Scotland (Stanlife) London Nominees Ltd

Bank of Scotland Branch Nominees Ltd

Bank of Scotland Central Nominees Ltd

Bank of Scotland Edinburgh Nominees Ltd

Bank of Scotland Equipment Finance Ltd

Bank of Scotland Leasing Ltd (In liquidation)

Bank of Scotland LNG Leasing (No 1) Ltd (In liquidation)
Bank of Scotland London Nominees Ltd

Bank of Scotland Nominees (Unit Trusts) Ltd

Bank of Scotland P.E.P. Nominees Ltd

Bank of Scotland plc

Bank of Scotland Structured Asset Finance Ltd

Bank of Scotland Transport Finance 1 Ltd (In liquidation)
Bank of Wales Ltd

Barents Leasing Ltd

Barnwood Mortgages Ltd

Birchcrown Finance Ltd

Birmingham Midshires Financial Services Ltd

3ii #

13

13
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BOS (Shared Appreciation Mortgages
(Scotland) No. 2) Ltd

BOS (Shared Appreciation Mortgages
(Scotland) No. 3) Ltd

BOS (Shared Appreciation Mortgages
(Scotland)) Ltd

BOS (Shared Appreciation Mortgages) No. 1 plc
BOS (Shared Appreciation Mortgages) No. 2 plc
BOS (Shared Appreciation Mortgages) No. 3 plc
BOS (Shared Appreciation Mortgages) No. 4 plc
BOS (Shared Appreciation Mortgages) No. 5 plc
BOS (Shared Appreciation Mortgages) No. 6 plc
BOSSAF Rail Ltd

BOS Personal Lending Ltd

British Linen Leasing (London) Ltd

British Linen Leasing Ltd

British Linen Shipping Ltd

C&G Estate Agents Ltd (In liquidation)
C.T.S.B. Leasing Ltd (In liquidation)

Capital 1945 Ltd

Capital Bank Insurance Services Ltd (In liquidation)
Capital Bank Leasing 1 Ltd (In liquidation)

Capital Bank Leasing 2 Ltd (In liquidation)

Capital Bank Leasing 3 Ltd

Capital Bank Leasing 4 Ltd (In liquidation)

Capital Bank Leasing 5 Ltd

Capital Bank Leasing 6 Ltd (In liquidation)

Capital Bank Leasing 7 Ltd (In liquidation)

Capital Bank Leasing 8 Ltd (In liquidation)

Capital Bank Leasing 9 Ltd (In liquidation)

Capital Bank Leasing 10 Ltd (In liquidation)

Capital Bank Leasing 11 Ltd (In liquidation)

Capital Bank Leasing 12 Ltd

Capital Bank Property Investments (3) Ltd

Capital Bank Vehicle Management Ltd (In liquidation)
Capital Leasing (Edinburgh) Ltd (In liquidation)
Capital Personal Finance Ltd

Car Ownership Finance Ltd (In liquidation)

Cardnet Merchant Services Ltd

Carlease Ltd (In liquidation)

Cartwright Finance Ltd

Cashfriday Ltd

Cashpoint Ltd
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4 #
4 #

4 #

13

13

13
13

13

13

13

13

13

13

13

13

17

2 viii

vii #



Birmingham Midshires Land Development Ltd
Birmingham Midshires Mortgage Services Ltd
Black Horse (TRF) Ltd

Black Horse Executive Mortgages Ltd

Black Horse Finance Holdings Ltd

Black Horse Finance Management Ltd

Black Horse Group Ltd

Black Horse Ltd

Black Horse Property Services Ltd
Boltro Nominees Ltd

BOS (Ireland) Property Services 2 Ltd

BOS (Ireland) Property Services Ltd

16

16
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Caveminster Ltd 1
CBRail S.A_R.L. 19
Cedar Holdings Ltd 1
Central Mortgage Finance Ltd 12
CF Asset Finance Ltd 2
Chariot Finance Ltd | liquidation ) 13
Chartered Trust (Nominees) Ltd (In liquidation) 13
Charterhall (No. 2) Ltd (In liquidation) 13
Cheltenham & Gloucester plc 12
Chiswell Stockbrokers Ltd (In liquidation) 13
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Cloak Lane Funding Sarl 36 HVF Ltd 2
Cloak Lane Investments Sarl 36 Hyundai Car Finance Ltd 31
Conquest Securities Ltd 1iv ii
vi 1BOS Finance Ltd 2
Corbiere Asset Investments Ltd 1i ICC Enterprise Partners Ltd (In liquidation) 31
il ICC Equity Partners Ltd (In liquidation) 31
Create Services Ltd 1 ICC Holdings Unlimited Company 16
Dunstan Investments (UK) Ltd 1 ICC Software Partners Ltd (In liquidation) 31
Enterprise Car Finance Ltd (In liquidation) 131 # Inchcape Financial Services Ltd 21
ii il #
Eurolead Services Holdings Ltd 9 Intelligent Finance Financial Services Ltd 4
Exclusive Finance No. 1 Ltd (In liquidation) 13 i Intelligent Finance Software Ltd 4
Financial Consultants LB Ltd (In liquidation) 13 International Motors Finance Ltd 21
First Retail Finance (Chester) Ltd 4 i #
Flexifly Ltd (in liquidation) 17 Kanaalstraat Funding C.V. 34 *
Forthright Finance Ltd 2 Kanto Leasing Ltd (In liquidation) 13
Freeway Ltd (In liquidation) 13 LB Comhold Ltd (In liquidation) 13
General Leasing (No. 4) Ltd (In ligquidation) 13 LB Healthcare Trustee Ltd 1
General Leasing (No. 12) Ltd 1 LB Motorent Ltd 1
Glosstrips Ltd (In liquidation) 17 LB Quest Ltd 1
Godfrey Davis (Contract Hire) Ltd (In liquidation) 13 LB Share Schemes Trustees Ltd 1
Gresham Nominee 1 Ltd 1 LBCF Ltd 9
Gresham Nominee 2 Ltd 1 LBI Leasing Ltd 1
Halifax Credit Card Ltd 4 i LBPB (21 Hill Street) Limited (In liquidation) 13
ii Leasing (No. 2) Ltd (In liquidation) 13
vii Lex Autolease (CH) Ltd 1
Halifax Group Ltd 4 Lex Autolease (FMS) Ltd (In liquidation) 13
Halifax Leasing (June) Ltd (In liquidation) 13 Lex Autolease (Shrewsbury) Ltd (In liquidation) 13
Halifax Leasing (March No.2) Ltd 1 v
Halifax Leasing (September) Ltd 1 v
Halifax Ltd 4 Lex Autolease (VC) Ltd 1
Halifax Loans Ltd 4 Lex Autolease Carselect Ltd 1
Halifax Mortgage Services (Holdings) Ltd (In liquidation) 13 Lex Autolease Ltd 1
Halifax Mortgage Services Ltd 4 Lex Vehicle Finance 2 Ltd (In liquidation) 13
Halifax Nominees Ltd 4 Lex Vehicle Finance 3 Ltd (In liquidation) 13
Halifax Pension Nominees Ltd 28 Lex Vehicle Leasing (Holdings) Ltd 21
Halifax Premises Ltd 1 ii
Halifax Share Dealing Ltd 4 X
Halifax Vehicle Leasing (1998) Ltd 4 Lex Vehicle Leasing Ltd 2
HBOS Covered Bonds LLP 4 * Lime Street (Funding) Ltd 1
HBOS Directors Ltd (In liquidation) 13 Lloyds (Gresham) Ltd 1
HBOS Final Salary Trust Ltd 5 X
HBOS Insurance & Investment Group Ltd 20 Lloyds (Gresham) No. 1 Ltd 1
HBOS plc 5 Lloyds (Nimrod) Specialist Finance Ltd 1
iv Lloyds Asset Leasing Ltd 1

307/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)

ooooOoog

Vi Lloyds Bank (BLSA) (In liquidation) 13
HBOS Social Housing Covered Bonds LLP 2 * Lloyds Bank (Branches) Nominees Ltd 1
HBOS UK Ltd 5 Lloyds Bank (Colonial & Foreign) Nominees Ltd 1
Heidi Finance Holdings (UK) Ltd 1 Lloyds Bank (Fountainbridge 1) Ltd 5
Hill Samuel Bank Ltd 1 Lloyds Bank (Fountainbridge 2) Ltd 5
Hill Samuel Finance Ltd 1iv Lloyds Bank (I.D.) Nominees Ltd 1

xi Lloyds Bank (PEP Nominees) Ltd (In liquidation) 13
Hill Samuel Leasing Co. Ltd 1 Lloyds Bank (Stock Exchange Branch) Nominees Ltd 1
Home Shopping Personal Finance Ltd 4 Lloyds Bank Asset Finance Ltd 1
HSDL Nominees Ltd 4 Lloyds Bank Commercial Finance Ltd 9
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Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds

Lloyds

Lloyds

Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds

Lloyds

Lloyds

Lloyds

Bank Commercial Finance Scotland Ltd

Bank Corporate Asset Finance (HP) Ltd

Bank Corporate Asset Finance (No. 2) Ltd

Bank Corporate Asset Finance (No.3) Ltd

Bank Corporate Asset Finance (No.4) Ltd

Bank Covered Bonds LLP

Bank Equipment Leasing (No. 1) Ltd

Bank Equipment Leasing (No. 7) Ltd

Bank Equipment Leasing (No. 9) Ltd

Bank Equipment Leasing (No. 10) Ltd (In liquidation)
Bank Equipment Leasing (No. 11) Ltd (In liquidation)

Bank Financial Advisers Ltd (In liquidation)

Bank Financial Services (Holdings) Ltd

Bank General Leasing (No. 3) Ltd

Bank General Leasing (No. 5) Ltd

Bank General Leasing (No. 11) Ltd

Bank General Leasing (No. 17) Ltd

Bank General Leasing (No. 20) Ltd (In liquidation)
Bank Hill Samuel Holding Company Ltd

Bank Leasing (No. 4) Ltd (In liquidation)

Bank Leasing (No. 6) Ltd

Bank Leasing (No. 8) Ltd (In liquidation)

Bank Leasing Ltd

Bank Maritime Leasing (No. 8) Ltd (In liquidation)
Bank Maritime Leasing (No. 10) Ltd

Bank Maritime Leasing (No. 12) Ltd (In liquidation)
Bank Maritime Leasing (No. 13) Ltd (In liquidation)
Bank Maritime Leasing (No. 15) Ltd (In liquidation)
Bank Maritime Leasing (No.16) Ltd (In liquidation)
Bank Maritime Leasing (No. 17) Ltd

Bank Maritime Leasing (No. 18) Ltd (In liquidation)
Bank Maritime Leasing Ltd (In liquidation)

Bank Nominees Ltd

Bank Offshore Pension Trust Ltd

Bank Pension ABCS (No. 1) LLP

Bank Pension ABCS (No. 2) LLP

Bank Pension Trust (No. 1) Ltd

Bank Pension Trust (No. 2) Ltd

Bank Pensions Property (Guernsey) Ltd

Bank Properties Ltd

Bank Property Company Ltd

42

13

13

13

13

13

13

13

13

33
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Lloyds Far East Sarl

Lloyds General Leasing Ltd

Lloyds Hypotheken B.V.

Lloyds Industrial Leasing Ltd

Lloyds International Pty Ltd

Lloyds Investment Bonds Ltd (In liquidation)
Lloyds Investment Securities No.5 Ltd

Lloyds Leasing (North Sea Transport) Ltd
Lloyds Leasing Developments Ltd

Lloyds Offshore Global Services Private Ltd
Lloyds Plant Leasing Ltd

L loyds Portfolio Leasing Ltd

Lloyds Premises Investments Ltd (In liquidation)
Lloyds Project Leasing Ltd

Lloyds Property Investment Company No. 3 Ltd
(In liquidation)

Lloyds Property Investment Company No. 4 Ltd

Lloyds Property Investment Company No.5 Ltd

Lloyds Secretaries Ltd

Lloyds Trust Company (Gibraltar) Ltd (In liquidation)
Lloyds TSB Pacific Ltd

Lloyds UDT Asset Leasing Ltd (In liquidation)

Lloyds UDT Asset Rentals Ltd

Lloyds UDT Business Development Ltd (In liquidation)
Lloyds UDT Business Equipment Ltd (In liquidation)
Lloyds UDT Hiring Ltd (In liquidation)

Lloyds UDT Leasing Ltd

Lloyds UDT Ltd

Lloyds UDT Rentals Ltd (In liquidation)

Lloyds Your Tomorrow Trustee Ltd

Loans.Co.UK Limited

London Taxi Finance Ltd

London Uberior (L.A.S. Group) Nominees Ltd
Lotus Finance Ltd

LTGP Limited Partnership Incorporated
Maritime Leasing (No. 19) Ltd

MBNA Direct Limited

MBNA Limited

Membership Services Finance Ltd

Mitre Street Funding Sarl

NFU Mutual Finance Ltd

Nordic Leasing Ltd
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Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds
Lloyds

Lloyds

Bank S.F. Nominees Ltd

Bank Subsidiaries Ltd

Bank Trust Company (International) Ltd
Bank Trustee Services Ltd

Banking Group Pensions Trustees Ltd
Capital GP Ltd

Commercial Leasing Ltd (In liquidation)
Commercial Properties Ltd (In liquidation)

Commercial Property Investments Ltd (In liquidation)

10

13
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NWS Trust Ltd 5
Ocean Leasing (July) Ltd (In liquidation) 13
Ocean Leasing (No 2) Ltd (In liquidation) 13
Pacific Leasing Ltd 1
Perry Nominees Ltd 1
PIPS Asset Investments Ltd 11

ii
Proton Finance Ltd 3i#

R_F. Spencer And Company Ltd 2

Ranelagh Nominees Ltd 1
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Retail Revival (Burgess Hill) Investments Ltd
Saleslease Purchase Ltd (In liquidation)
Savban Leasing Ltd

Scotland International Finance B.V.

Scottish Widows Pension Trustees Ltd

Scottish Widows Services Ltd

Seabreeze Leasing Ltd

Seaforth Maritime (Highlander) Ltd (In liquidation)

Seaforth Maritime (Jarl) Ltd (In liquidation)
Seaspirit Leasing Ltd

Seaspray Leasing Ltd (In liguidation)

Share Dealing Nominees Ltd

Shogun Finance Ltd

Silentdale Ltd (In liquidation)

St Andrew’ s Life Assurance plc
St. Mary’ s Court Investments

Standard Property Investment (1987) Ltd

Standard Property Investment Ltd
Sussex County Homes Ltd

Suzuki Financial Services Ltd

SWB (67 Morrison Street) PLC

Target Corporate Services Ltd

The Agricultural Mortgage Corporation plc
The British Linen Company Ltd

The Mortgage Business plc

Thistle Leasing

Three Copthall Avenue Ltd

Tower Hill Property Investments (7) Ltd
Tower Hill Property Investments (10) Ltd
Tranquility Leasing Ltd

Uberior ENA Ltd

Uberior Infrastructure Investments Ltd
Uberior Infrastructure Investments (No.2) Ltd
Uberior Nominees Ltd

Uberior Trustees Ltd

UDT Autolease Ltd (In liquidation)

UDT Budget Leasing Ltd

UDT Ltd (In liquidation)

UDT Sales Finance Ltd (In liquidation)

United Dominions Leasing Ltd

17

21

11

11

13 iv

vi

vi

20

2 #

2 #

Addison Social Housing Holdings Ltd

ARKLE Finance Trustee Ltd

ARKLE Funding (No. 1) Ltd (In liquidation)

ARKLE Holdings Ltd (In liquidation)

ARKLE Master Issuer plc (In liquidation)

ARKLE PECOH Holdings Ltd (in liquidation)

ARKLE PECOH Ltd (In liquidation)

Cancara Asset Securitisation Ltd

Cardiff Auto Receivables Securitisation 2018-1 Plc
Cardiff Auto Receivables Securitisation Holdings Limited
Cheltenham Securities 2017 Limited

Chepstow Blue Holdings Ltd

Chepstow Blue plc

Chester Asset Options No.2 Limited

Chester Asset Options No.3 Limited

Chester Asset Receivables Dealings Issuer Limited
Chester Asset Securitisation Holdings Limited
Chester Asset Securitisation Holdings No.2 Limited
Credit Card Securitisation Europe Limited

Deva Financing Holdings Ltd

Deva Financing plc

Deva One Limited

Deva Three Limited

Deva Two Limited

Edgbaston RMBS 2010-1 plc

Edgbaston RMBS Holdings Ltd

Elland RMBS 2018 plc

Elland RMBS Holdings Ltd

Fontwell Securities 2016 Ltd

Gresham Receivables (No. 1) Ltd

Gresham Receivables (No. 3) Ltd

Gresham Receivables (No. 10) Ltd

Gresham Receivables (No.11) UK Ltd

Gresham Receivables (No. 12) Ltd

Gresham Receivables (No. 13) UK Ltd

Gresham Receivables (No. 14) UK Ltd

Gresham Receivables (No. 15) UK Ltd

Gresham Receivables (No. 16) UK Ltd

Gresham Receivables (No. 19) UK Ltd

Gresham Receivables (No. 20) Ltd
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26

25

38

38

38

38

38

24

43

43

26

43

43

22

15

24

22

24

24

43

43

24

24

24

43

43

43

43

26

24

24

24

22

24

22

22

22

22

22
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United Dominions Trust Ltd 1 Gresham Receivables (No. 21) Ltd 24
Upsaala Ltd 16 Gresham Receivables (No. 22) Ltd 24
Vehicle Leasing (4) Ltd (In liquidation) 13 Gresham Receivables (No. 23) Ltd 24
Ward Nominees (Abingdon) Ltd 1 Gresham Receivables (No. 24) Ltd 24
Ward Nominees (Birmingham) Ltd 1 Gresham Receivables (No. 25) UK Ltd 22
Ward Nominees (Bristol) Ltd 1 Gresham Receivables (No. 26) UK Ltd 22
Ward Nominees Ltd 1 Gresham Receivables (No.27) UK Ltd 22
Warwick Leasing Ltd (In liquidation) 13 Gresham Receivables (No.28) Ltd 24
Waymark Asset Investments Ltd 1i Gresham Receivables (No.29) Ltd 24

ii Gresham Receivables (No. 30) UK Ltd 22
Wood Street Leasing Ltd 1 Gresham Receivables (No. 31) UK Ltd 22
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Gresham Receivables (No. 32) UK Ltd
Gresham Receivables (No. 33) UK Ltd
Gresham Receivables (No. 34) UK Ltd
Gresham Receivables (No.35) Ltd

Gresham Receivables (No.36) UK Ltd
Gresham Receivables (No.37) UK Ltd
Gresham Receivables (No.38) UK Ltd
Gresham Receivables (No.39) UK Ltd
Gresham Receivables (No.40) UK Ltd
Gresham Receivables (No.41) UK Ltd
Gresham Receivables (No.44) UK Ltd
Gresham Receivables (No.45) UK Ltd
Gresham Receivables (No.46) UK Ltd
Gresham Receivables (No.47) UK Limited
Gresham Receivables (No.48) UK Ltd
Guildhall Asset Purchasing Company (No 3) Ltd
Guildhall Asset Purchasing Company (No.11) UK Ltd
Hart 2014-1 Ltd

Leicester Securities 2014 Ltd

Lingfield 2014 1 Holdings Ltd

Lingfield 2014 1 plc

Lloyds Bank Covered Bonds (Holdings) Ltd
Lloyds Bank Covered Bonds (LM) Ltd
Molineux RMBS 2016-1 plc

Molineux RMBS Holdings Ltd

Penarth Asset Securitisation Holdings Ltd

(
Addison Social Housing Ltd 20%
Aspire 0Oil Services Ltd 28.4%
Chester Business Park Management Company Ltd 24%
Connery Ltd 20%
Omnium Leasing Company 39%
Travellers Cheque Associates Ltd 36%
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22 Penarth Funding 1 Ltd
22 Penarth Funding 2 Ltd
22 Penarth Master Issuer plc
24 Penarth Receivables Trustee Ltd
22 Permanent Funding (No. 1) Ltd
22 Permanent Funding (No. 2) Ltd
22 Permanent Holdings Ltd
22 Permanent Master lIssuer plc
22 Permanent Mortgages Trustee Ltd
22 Permanent PECOH Holdings Ltd
22 Permanent PECOH Ltd
22 Salisbury Securities 2015 Ltd
22 Salisbury 11 Securities 2016 Ltd
22 Salisbury I11-A Securities 2017 Limited
22 Sandown 2012-2 Holdings Ltd
24 Sandown 2012-2 plc
22 Sandown Gold 2012-1 Holdings Ltd
35 Sandown Gold 2012-1 plc
45 Swan Funding 2 Ltd
43 Trinity Financing Holdings Ltd
43 Trinity Financing plc
43 Wetherby Il Securities 2018 DAC
43 Wetherby Securities 2017 Limited
43
43
43

( )

35 Great St Helen’ s, London, EC3A 6AP
Bishop’ s Court, 29 Albyn Place, Aberdeen, AB10 1YL, United Kingdom

Drake House, Gadbrook Park, Rudheath, Northwich, CW9 7TW, United
Kingdom

44 Esplanade St Helier Jersey JE4 9WG
N/A

Belgrave House, 76 Buckingham Palace Road, London, SW1W 9AX
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A
(i) B
(iii)
(iv)
)
(vi)
wii) ¢
iii) N
(C9)
)
(xi)

(1)25 Gresham Street, London, EC2V 7HN

(2)Charterhall House, Charterhall Drive, Chester, CH88 3AN
(3)116 Cockfosters Road, Barnet, Hertfordshire, EN4 ODY
(4)Trinity Road, Halifax, HX1 2RG

(5)The Mound, Edinburgh, EH1 1YZ

(6)4th Floor, Victoria House, Victoria Road, Chelmsford, CM1 1JR,
United Kingdom(7) Stansfield House, Chester Business Park,,
Chester, CH4 9QQ

(7)Stansfield House, Chester Business Park, Chester, CH4 9QQ

(8)Minter Ellison, Governor Macquire Tower, Level 40, 1 Farrer
Place, Sydney, NSW 2000, Australia

(9)1 Brookhill Way, Banbury, Oxon, 0X16 3EL

(10)2nd Floor, 21 Palmer Street, London, SW1H OAD

(11)69 Morrison Street, Edinburgh, EH3 8YF

(12)Barnett Way, Gloucester, GL4 3RL

(13)1 More London Place, London, SE1 2AF
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(14)st William House, Tresillian Terrace, Cardiff, CF10 5BH
(15)Fifth Floor, 100 Wood Street, London, EC2V 7EX
(16)Rineanna House, Shannon Free Zone, Co. Clare, Ireland

(17)EY Atria One, 144 Morrisons Street, Edinburgh, EH3 8EB(18) 1

Grant’ s Row. Lower Mount Street, Dublin 2, Ireland

(19)6 Rue Jean Monnet, L-2180 Luxembourg,

(20)33 0Old Broad Street, London, EC2N 1HZ

(21)Prins Bernhardplein 200, 1097 JB, Amsterdam, Netherlands

(22)Wilmington Trust SP Services (London) Limited, Third Floor, 1
King’' s Arms Yard, London, EC2R 7AF

(23)1-2 Victoria Buildings, Haddington Road, Dublin 4, lIreland

(24)26 New Street, St. Helier, Jersey, JE2 3RA

(25)IFC5, St. Helier, Jersey, JE1 1ST

(26)44 Esplanade, St. Helier, Jersey, JE4 9WG

(27)Karl-Liebknecht-STR.5, D-10178 Berlin, Germany

(28)Rockspring, 166 Sloane Street, London, SW1X 9QF

(29)11-12 Esplanade, St. Helier, Jersey, JE2 3QA

(31)McStay Luby, Dargan House, 21-23 Fenian Street, Dublin 2, Ireland

(32)EY Limited of Suite 3C, Regal House, Queensway, Gibraltar

(33)P 0 Box 186, Royal Chambers, St Julian’ s Avenue, St Peter Port,
GY1 4EF, Guernsey

(34)De Entrée 254, 1101 EE, Amsterdam, Netherlands

(35)47 Esplanade, St. Helier, Jersey, JE1 0BD

(36)48 Boulevard Grande-Duchesse Charlotte, 1330, Luxembourg

(37)Lichtenauerlann 170, 3062ME, Rotterdam, Nethrlands

(38)55 Baker Street, London, W1U 7EU

(39)Finance House, Orchard Brae, Edinburgh, EH4 1PF

(40)18th Floor, United Centre, 95 Queensway, Hong Kong

(41)6/12 Primrose Road, Bangalore, 560025, India

(42)110 St. Vincent Street, Glasgow, G2 4QR

(43)35 Great St. Helen' s, London, EC3A 6AP

(44)Charlton Place, Charlton Road, Andover, SP10 1RE

(45)1 Grant’ s Row, Lower Mount Street, Dublin 2, Ireland
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Lletyds Bank ple
Consolidated income statement
for the yaar ended 31 Decamber 2018

2018 2017

ot £ million E millien

Irnerest and simillar Income 16,216 15,863
Irmerest and similar axpense (3.462) [3,483)
et Interest Income |3 12,754 12,364
Faa and commizskon Income 2,497 2,786
Faa and commission exXperse (1,228} {1,024}
Met fee and commission Income |3 1,269 1,762
Net rading Income T 408 ]
Qther aperating Income B 2,543 2,453
Other Income 4,220 4 08
Tatal Incame 16,974 17,362
Regulatory provisdans (1,307) 12,122)
Othar aperating axpensss (8,812) (9,508)
Total operating expenses o (11,119) (11,6300
Trading surplus 5,855 5722
Impalrmert 11 (B26) (6ET)
PPraftt berfoine tax — continuing operations 4,929 5,035
Tax expense 12 (1,487 (1,602)
Profit atver tax — comtinuing operadans 3432 3433
Proflt afver tae — discondnued cperabdons 13 1,314 FO&E
Prafit for the year 4,746 4,200
Prafit atribuiable 10 ordinary sharehakders 4,436 3,666
Profit airibuiabie 1 odier aquity holders® 275 273
Prafit atiribuiable 10 equity hokders. 4,711 4,133
Praflt atiribuiable 0 nan-conrolling Intenests £ =}
PPrafit for the year 4,746 4,270

1 The proft atier tax atiribdable boother muiy halders of £276 milion (2007 : £272 millon] is parily offset in ressrves by & b cedit atinbuable © odirary shaeholders of
ET4 milkon {2017: £74 milicn),

The accompanying noles e an Inegral part of e fingnda NEEemens.

20

315/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Statements of comprehensive income
for the yaar ended 31 Decamber 2018

2018 2017
The Group £ million E millien
Prafit far the year 4,746 4279
Other comprehensive Income
Iteims that wil maf subseguently be reciassiied o proft or 0ss:
Postredrament dafined benafit schemsa rameasLremenms!:
REMeasLIEMmEns Defare 1ax% 167 | G628
Tax (47| (1485}
120 482
MIWEMEnts [N revalladan reserve In respect of equity shares held
atfalr value traugh other comprehersive Income:
Changs In 1air walue (98]
Tax 22 |
(T&)
Galre and krsses airibiable o own credh risk:
Galns (osses) before 1ax | 533 | (55)
Tax i144)| 15
389 40
Share of oifier comprenensive Income of assoclates and Joint verures ] -
Iexms that may shsequently be reclassiied i prodt or loss:
MIWEMEnEs [N revalladan reserve In respect of debd securties held
atfalr value traugh other comprehersive Income:
Change In 1air walue (3L}
Income s@Etement Tansfers In respect of disposats (268)
Tax 115 |
(184)
Mavements In revaluaton reserve In respect of avallable-for-sale inanclal assats:
Change In 1air value 2894
Income s@ement Tansfers In respect of disposats [464)
Income s@Etement Tansfers In respect of Impalrment [
Tax G
{100
Miwermers In cash Tiow hadging resane
Effaciive pordon of changes In falr value Eken 1 ohar comprehenslye Inoome 91 [271})
Nat INcome sCaemen Manslers (621) 644}
Tax 137 | 264
(L1 {651}

Mosemeants in rﬂm@'l CUTETCY TRNSATN nesarye: )
Currency translation differnces (&% £nil) | 8| | (27

Trarslers 10 Income staiement (@x: £nll} 108 -
s (27}
Other comprenenshee Income for the year, net of tax ) {113} {336}
Total comprehansive Income for the year 4,633 3,803
Total comprehensive Income abibuEble o ardnary shareholders ansing from condnuing cperatons 2,979 2,661
Total comprehansive Income atdbuEble o ardnary shareholders ansing from discondnued operations* 1,344 43
Total comprehanshve Income atnbuEble o ardnary shareholders 4,323 3,630
Total comprehenshve Income annbu@ble o aher equity holders 275 273
Total comprenansive Income anituEbie © aquity holdsrs 4,598 3,603
Total comprehansive Income atifbuable © non-comraling Imeresis £ =}
Taotal comprehensive Income for the year 4,633 3,683

1 Includes pestretirment defined berefit scheme emessremems in 1he Group's disentinued operatiors of £27 milion [£20 milion afier @,

The accompanying notes e an ntegral part of the finandd REEmants.
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Lletyds Bank ple
Statements of comprehensive income
for the yaar ended 31 Decamber 2018

218 2017
The Bank £ million £ milion
Proft for the year 6,356 5,279
Other comprenensive Income:
items that wilmaf subsequentiy be reciassifed to proft or ss:
Postedrament dalined bena' il schemsa remeasLIremenis:
Remeasuremeants befone 13x t:“]l 442
Tax a4 | 110y
(1&2) 332
MAVEMENES [N revaluadon resenva In respect of equity shares held
atfalr valug through ather comprehenslve INcame:
Changa In Talr value (102}
Tax -
(102}
Galrs and kisses ATbUENE 1 own cradh rsk:
Galres osses) before Tax 533 {55)
Tax (144)| | 15
3@ {40y
Jlems that may ssequenty De raciassiied i ot o (oss:
Miverments In revaldadon resense In m[mmm securiles held
&t falr valug through ather comprehensive Incame:
Changa In Talr value (58)
Irecamie SEEMEnt raresfers in I'E'EHE[N ﬂ|5m5 tﬂﬂ:l
Tax 114 |
(202)
MEments In revalladan resenss In m[mm"au&mﬂ! financial =55
Ad]usment on ranser fram helc-ta-manuty portfolla -
Changa In Talr value 231
Irecamie SEEment raresfers in I'E'EHE[N ﬂ|5m5 [333)
Irecame =E1Ement ransfers in I'EEMI:[IHI ||T|W||T|'HT[ -
Tax a6
{56)
MATVEMErEs N cash Tiow hadging resanve:
Effactive pordon of changes In far value @ken to othar comprehensyve Inoome 255 15
Met INCame SEAIEMEnT TRnslers (628)| [436)
Tax a7 | 130
(286) {201}
Miverments In I'ﬂrEig;n CUITETCY TREN=atkan ressve:
Currency translation differances (ax £nil) 2| (5)
Trarsters 1 INcame Staement (@4 £l (8a)| -
(82) (5
Other camprehensive Income for the year, net of tax {445) {60}
Total comprenensie Income for the year 5,811 5,219
Total comprehensive Income atiibuEne [ amdnary sharenclders 5,636 4,046
Total comprenansive INComa annbuEe o ainer equity Noders 275 273
Total comprenensive Income for the year 5,811 5213

The accompanying noies e an Inegral part of e fingnda SEEmens.
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Lletyds Bank ple
Balance sheets

The Group The: Bank.
31 December 1 Januz 31 Decembsr 31 Deember 1 lznua 31 December
2018 e 2017 18 018 2017
Hate £ milion € milion €milkan £ miion £ millian £ milizn
Amels
Cash and balances at ceniral banks 40,213 58,521 56,521 37,632 55,835 55,635
I I the course of collastian from
barks 645 755 755 a64 480 480
Financlal assems ar falr valus through
praftt o lass 14 23,256 48,164 45,608 20,843 43,264 43977
Derlvatve financial Insmuments 16 11,293 23702 24,152 15,431 26,764 26,764
LO8Ns and advances m banks 16 3,692 4183 az7a 3,153 3,525 3611
LOBNS and S0VENGES [ CUSKMmES 16 464,044 460,355 465,555 172,315 170,114 170,804
Deti securties 16 5,095 3,308 3,637 4,960 3,182 | 3,182
Due fram fellow Liayds Banking Group | |
urdleriakings 1,878 155 5,195 153,585 165,378 163,460
Financlal asseis at amartised cost 474,708 a74,641 479,661 334,013 342,180 341,057
Financial assers ar falr valus thiough
aiher comprehenslve Income 18 24,368 42,535 23,208 41,523
Avallabie-Tor-sale Ainanclal assas o 1,717 42 566
Gooowll 2 ara ara ana - - -
Other Incanglble assets 2 3,322 2,666 2,666 2,062 1,415 1415
Praperty, plant and equipment 22 B,515 9,062 9,062 2,540 3,252 3,262
CUTEn txd recoverable 1 16 16 - - -
Deferied 123 35560 a 3,216 3,406 3,104 1,980 2,146 1985
IMWESIMENG I sLDsiolary underzkings 2 - - - 32,656 32,878 32,878
Retlrement benallt assets ao 1,267 723 723 704 673 673
Ass=tz af held-far-sale disposal group 13 - 154,007 154,227 - 7622 7522
Oithar assas =& 2,207 2,341 7,344 a9 1,114 1117
Total assets 593,486 822,103 823,000 472,782 550,275 553,541
1 Se= row 5.
The accompanying noies e an Inegral part of the finanda NEEmens.
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Lletyds Bank ple
Balance sheets

The Group The: Bank.
31 December 1 Januz 31 Decembear 31 December 1 Janua 31 December
2018 Bﬂ]g 2017 218 2018 27

Equity and llabilifes Haotm £ milion £ million Emillian £ milion E million E millian
Liablitles
Depels from banks 26,263 23,338 26,288 5,320 7,538 7638
Cusiomer daposhs 391,251 418,124 416,124 229,402 234,307 234,307
Due o R2liow Lioyds Eanking Group
undenakings 15,663 13,237 13,237 88,383 112,768 112,763
Iemes In course of TarsmiEson 1o banks 615 579 579 341 304 304
Financlal liapdlides at falr value through
profit o lass 26 17,730 50,232 50,874 17,719 51,045 51,045
Dedvaidve financlal Insruments 16 10,911 24,600 24,659 14,546 26,267 28,267
Noies In drculadon 1,104 1,313 1,313 - - -
Debt securdes In Issue 27 64,533 61,217 61,365 458,787 48,158 48,158
Liabillides of held-for-zale dispasal group 12 - 146,515 146,518 - - -
Qther labilhles 29 4,335 4,554 4,540 3,622 4,204 4,204
Retlrernenit bengiit obligations ao 245 281 28l 121 143 143
Cumeni cax llabiities 394 azy azr 231 105 105
Qhar provslons az 3,344 5,562 5,300 1,608 2,689 2,693
Subordinaid liablltks EE] 12,745 14,782 14,782 9,528 9,341 9,541
Tatal labliites 553,133 772,100 771,236 420,508 . 486,970 485 BGd
Equity
Share caphal a4 1,574 1,574 1,574 1,574 1,574 1574
Share premium account k1] 600 B0 &00 600 &0 G00
Qthear ressrves k] 6,965 7,484 7,706 1,543 2071 2,241
Renalned profies* aw 27,924 36,745 a7, ria 45,340 52,243 . 53,145
Shareholders’ equity 37,0683 45,407 47 508 49,057 57,088 57,560
Qthar aquity InsIUmEns k] 3,217 3,217 3,217 3,217 3217 3,217
Tatal equity excluding non-contmilling
Intemasts 40,280 40,624 50,215 52,274 60,305 60,777
MNon-conrolling niensss 73 379 379 - - -
Tatal equity 40,353 50,003 51,154 52,274 60,305 60,777
Total equity and llabilities 593,488 822,103 825,030 472,782 559,275 559,641
1 Gee nowe 5D,

2 The Bank reoided a prfit after b dor the yeer of £E,255 milion [2017: £5,279 milion.

The accompanying notes are an negral part of e fingnda NEEmens.

The diraciars approved the nanclal s@ements an 14 Mach 2019,

Lord Blackeell Antdnlo Horta-Dsdro George Culmer
Chalrman Chief Exscutve Chig Financial Officar
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Lletyds Bank ple
Staternents of changes in equity
for the yaar ended 31 Decamber 2018

Attibutable ta equity tharshalders
S R
The Group milion £ million £ milkion £ million £ million £ milion £ million
Balance at 31 December 2017 2,174 7,706 37718 47,598 3,217 378 51,194
Adjusiment an adepiion IFRS S and IFRS 15° - {223 [363) {1,191} - - {1,181}
Balance &1 1 January 2018 2,174 7,484 36,749 46,407 3217 ars 50,003
Comprenenshve Incame
Frafit far the year - - 4711 4711 - 35 4,746
Ofher compranensive income
Fust{edrament dafined benefit scheme
feMmaasUrEments, net of 12 - - 120 120 - - 120
Share of cther camprehensive Income of |
associates and ol verures - - a g - - ]
Miodements In revalladan reservs In Tesspect
of inarcial assa1s held at falr value 'mmugh other
mprﬂ'ﬂﬂw Incame, nat of @x:
Detn secur s - (184) - (184)| - - (184)
Equity shares - (76) - (76| - - (76)
Galng and losses tributable o owm cred risk, '
net af fax - - 388 389 - - 388
MYVEMENts In cash Tiow hadging resanve, |
net of iax - (463) - (463) - - (483)
Cumency TrRnslaton diersnces (e nil) - 83 - 93| - - 83
Total ather comprENEnEIve Incame - 1630 517 (113} - - 113
Total comprehensive Incame - (630 5,228 4,598 - 35 4,633
Transactions with cwners
Dividends [note 351 - |1 e[ niezz - @a| [ o088
Distibutans on oihar squity INSTUmants, |
net af fax - - [201) {201y - - {201
CapitaI repayment o parent - - (2,875) (2,975) - - [2,875)
Capit2l contributian recefved - - 265 265 | - - 265
Return af caphal corbutions - - ) (s - - (9
Changss In nan-caniroiling Interests - - - - - (305 (305)
Total transactions with cwners - -~ (138421 (13.842) - (341) (14,283
Realsed galns and 105565 on equity shares held at
alr value thraugh cther comprehensve Incomea - 111 i - - - -
Balance at 31 December 2018 2,174 6,965 27,924 37,063 3217 73 40,353
1 Se= roe 5.

Further detzlls of Movements In Me GroUp's share capital and reserves are provided In noles 34, 35, 36, 37 and 38.
The accompanying notes are an negral part of e fingnda NEemens.
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Lletyds Bank ple
Staternents of changes in equity
for the yaar ended 31 Decamber 2018

Attributable to equity srarcholders
R

The Group & millcn £ millicn £ milkon £ million £ million £ milion £ million

Balance a1 1 January 2017 1,574 5,454 36,231 46,260 3217 748 50,251

Comprehenshve Income

Proflt far ihe yaar - - 4130 4,130 - o0 4229

Ofher compranensive ncome

Fost{edrament dafined bensfit scheme

MEemazsUremants, netof 1ax - - LR v 4832 - - 48z

Miverments In revalladon resenss In Tesspeecl |

of avallabieor-sale nancial assats, natof @ - {100 - [100) - - [0

Galns and losses AiTibutEbe o own credii risk, |

netof tax - - [40) 40y - - (L]

MIVEMENES N cash Tkaw hadging resane,

et af 1ax - (651} - [651) - - 1551}

Cumency TRnslaton difersnces (i nil) - {27 - 27 - - (27

Total ather comprehensive Income - (778 442 {336) - - {336)

Total comprehansive Income - 778 2,581 3,803 - o0 3,803

Transactians with owners

Dividends nowe 39) - - 26500 (2,650) - 53] 12,718)

Disibudans on oher squity Insuments, |

et af 1ax - - {199 [159) - - (199}

Redempiion of prelerence shares 600 - (600 - - - -

Capial conrlbutian recehvesd - - 432 a3z | - - a3z

Return of caphal comibudons - - (77 |,??:-. - - {77

Changes In nan-canirolling Inkrests - - - - - [387] (387}

Total transactians with owners &00 - 3,054 (2,494 - 56 (2,050

Balance 21 31 December 2017 2,174 7,706 37718 47,508 3217 a7g 51,104
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Lletyds Bank ple
Staternents of changes in equity
for the yaar ended 31 Decamber 2018

Mtriburiable to equity shareholders

Share capital Oter Retained Orther equity

ard premium L profits Tatal insiruments Total
The Bank milion £ million £ millian £ milion £ million £ million
Balance at 1 January 2017 1,574 2,593 50,390 54,557 3,217 57,774
Comprehenshve Income
Praflt far the yaar - - 5279 5,279 - 5279
Other compranhansve incame
PosiTedrement defined benait SCREME remeasLremENIs,
net af 1ax - - Jaz 332 - 33z
Mowernents In revalladon reserve In respect of avallable-for-
salefinancid essems, netal ta - [56) - (58] - (56
Galrs and krsses atribiable 10 own credi risk, net of @x - - (0) . [0 - {40y
Miowerments In cash fiow hadging resane, net of 1ax - [291) - (291) - (291
Cumrency irensladon differences (tae: nil) - 15 - (5 - 15)
Total ather compreherslive Income - (352) 202 (2] - {60}
Total comprehanshe Income - (352) 5,571 5,219 - 5219
Transactions with owners
Dividends (note 35 - - (2,650) [2,6500 - (2,650)
Distibutans on othar equity Instumenis, netof fax - - {199 | {195) - (199
Redempiion of preleience sharss (noe 35) 600 - (gom)| | - - -
Capi@l coniributkans racelved - -1 432 . 432 - 432
Return of caphal comibudons - - [ [¥7 - 7T
Total fransactians with owners E00 - (3,0594) (2,454) - (2,494}
Adjusiment an vesdng of buelnesses - - 278 Zra - 278
Balance at 31 December 2017 2,174 2,241 53,145 57,560 3,217 60, 77T
Ad|usiment an adoption of IFAS 9 and IFRS 15 - {170y {202) [472] - 472y
Balance at 1 January 2018 2,174 2,071 52,843 57,088 3,217 60,305
Comprehenshve Income
Froflt far the year - - 6,356 6,356 - 6,356

Gthar comprenansie incame

Postredrament dafined benaf it SCheme rameasUremenis,
ned ol 1ax - - (L62) (162) - (L62)
MIOVEMENES IN revalladon resenva In respect

ol financial as5a1s held at falr value through cdher
comprehensyve Inoome, net of B

Debt securlies - (202) - e - (202)

Equity shares - (102) -1 e - (102)
Galns and lsses ATibUtabE 1 own credi sk, net of @E - - 389 | | 389 - 388
MAcVEMENES I c2sh Tkow Nadging Mesanve, net of 12x - (288) -1 (288 - (286)
Cumency TrRnslaton dierences (tax: nil) - (82) -1 (82) - (82)
Total ather comprehensive Incame - (672) 27 (ads) - (445)
Total comprehensive Income - i672) 6,583 5511 - 5,511
Transactians with owners
Divklends [note 351 - - n1ozz)] | (0e3 - [11,022)
Distbutlons on other equity (NSTUMents, net of fax - - (2o | [201) - (2o
CapitI repayment o parent - - [2,875) {2,575) - [2,875)
Capial caniibuiion receved - - 265 | | 265 - 265
Return af capihal cormbutions - - s | = - 19
Total transactions with cwners - - (13,342)  (13,942) - [13,342)
Realsed galns and 105545 on equity shares held at Talr value
through other comprenensive Income - 144 [144) - - -
Balance at 31 December 2018 2,174 1,543 45,340 48,057 3,217 52,274
1 See ok 50,

The accompanying notes e an ntegral part of the finandad REEmants.
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Lletyds Bank ple
Cash flow statements
for the yaar ended 31 Decamber 2018

The Group The Bank
2018 20z 2018 201y

Note £ milion £ million £ milion £ milion
PPraifit berfoine tax’ 6,309 5,976 T.209 5,808
Adjustments far:
Changs In apefating asses 450a) 4,216 {15,733} 46,534 {11,165}
Change In operating liabilides 44900y (61 433) {13,379} (76,719 3,463
Mon-cash and aiher lems A%y (1.424) 12,297 (3,921) {1,973)
Tax racelved (pakd) (1,61&) (aaz) (393) 437
Met cash used In operating activities t!&.H!J_ {11,519 (27,290) {3,430)
‘Cash Nows from Investing activitles
Purchiase of financlal assets {12,308) {7,857} (11,699) {¥,550)
Procesds from =ale and maturity of financlal assses 26,863 18,667 25,927 16,480
Purchase of Tlxad asse1s [2450) {3,655) (1,4886) {1,155}
Procesds Trom zale of Mxad st 1,262 1,444 113 as
Addidonal capital Injecdans o subsklanes - - {13} {34
Dividends recelvad from subeldlaries - - 4867 4,378
Distibudons on ofhar equity Instumenis raceved - - 101 101
Capizl repayments and redampiions - - 210 -
Acquidtian of businesses, net of cash acquirsd A5y (26) §1,913) (98) 2,026)
Disposal of buslnesses, net of cash disposad 451 8,604 984 7,704 5a2
Met cash provided by Imvesting actties 20,544 7,670 25,626 10,871
Cash NMows from financing activities
Dividends pald o ardinary shareholders (11,022) (2,650} (11,022) (2,650)
Distibudons on ofher equity Insinumens (275) {273) (275) [273)
Dividends pald o non-Ccomroling Imersss (3] [{==H] - -
Raturn of caphal comrbutdon [1:)] 177 = 77
Imerest pakd on subardinaced liabiides (1,022) {1,157} (659) 668y
Procesds Trom kEsue of subordinated labilides 201 - - -
Raturn of caphal 1 parent compary [2,975) - [2,875) -
Repayment of subardnaced liabllides [2,256) {1,608} - [675)
BamrowIngs from parent compary 9,860 B,476 9,860 B,476
Repaymenis i parent companty (10,354) {475} (10,354) [475)
Irnerest pald on bomowing Trom parent company (370 (244) (37m [244)
Met cash (used In) provided by Nnancing activites (18,258) 1,923 (15,804) 3,414
Effesct of exchangs rate changes on cash and cash sgulvalents 3 - 2 {1y
Change In cash and cash aquivalents (21,259) {1,926} (17, 466) 10,854
Cash and cash equivalents at baginning of yaar 60,982 62,908 56, 120 45,266
Cash and cash equivalemts at end of year 43[d) 39723 60,982 38,654 56,120
Ad|usiment an adoption of IFRS 92 §2,274)
Cash and cash equivalemts at 1 January 2018 58,708

1 Grup proft before @xcomprises £4,92% milion in respect of continuing operstians and £1,380 milion in respect of discontinued operations (2017 : £5,025 milion in espect of
confinuing operations and £54.3 milion in mspedt of discontinued operaiions).

7 Semroe 1.
The accompanying noies e an Inegral part of e fingndd SEEmens.

Discontinued operations
The Impact of the Group's discondnued aperations an the abowe Cash flow siatements |5 as follows:

The Group
2018 o7
£ milion £ milion
et cash used In operating activiles (11,529) [12,244)
Mt cash from Imvesdng actvhles &0 208
Met cash used In financing acthdties (6B2) {115)
Change In cash and cash equivalents (12,151) (12,151)
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Lletyds Bank ple
Motes to the accounts

1 [Basls of preparation

The finanda statements of Lioyds Bank ple have basn prepared In accordance with International Financlal Repaning S@ndards (IFRS) a5 adomad by the
Euncpaan Unkon (EL) as applied In accordance wiih ihe provisions of the Companies Act 2006. IFRS comprises accourting standards prefixad IFRS Issuad by
1he Interniatianal Acocoundng Standards Board {1458} and thase preflaad 1AS [ssued by e IASE's predecessor body &5 wiell a5 Imerpredations [ssued by e IFRS
Imerpretatans Cammites (I FRS IC) and s predacsssor body, As noied below, I adopting IFRS 9, the Group has elected 1o cantdnue applying hedge accourting
urder IAS 39. The EU endorsed verslon of 145 39 Financla Insimens: MIH'IMITI and MeasLrement relaxes some of the haclg aII:LI'IﬂI'G I'B:]LITEITE'IE;
1he Graup has not Takan advantags of tis relaxation, and therefons thers ks no diference In applcation 1o the Group betwasn IFRS &5 adopied by the EU and
IFRS as Issued by e IASA.

The finandlal Informatdon has been prepared under he hisioncal cost comvernion, as modified by the revaluation of IMeesoment propertes, financal assak
measured atfalr value thraugh ather comprehenshva Income, rading secuditles and cer@ln ofher financlal asssts and llablitles at falr value through profic o loss
and all derfvative conracts.

T Improve: rRNsparency and ease of reference, he caplial resoures dischosuns required under |FRS has been Included wihin the STategic Report on page 4.
This disclosura |s oovered by tha Audh opinlon {Included an pages 13 m 191 and referenced as audhed.

The going concem of the Bank and the Group k& dependent on successtully furding thelr respectve balance sheets and man@ining adequate |eveks of caphal.
In ordar 1o sadsly themselves that the Bank and the Group have aoequabe resoUroes o comiinue to opaate Tor e foreseeable Tuire, the directors have
considared @ number of key dependencles which are set out In the Pindpal rsks and uncertandes saction under Funding and Iquidhy on page & and
addidanally have canskdered projectians for the Group's capi@l and Tunding poshion Taking all of these faciors Intd account, the directors comslder that it &
appropriate 1o comtinue to adopt the gaing concern basks In prepanng the finandal s@Eiemens.

The Group has adomied IFRS 9 and IFRS 15 wih affect from 1 January 201 8.
11 IFRS 9 Fnanda insirments

IFRS O replaces |AS ¥ and acdresses classicadon, measurement and derecogridan of financlal assscs and Babilhles, te Impalrment of fnanclal asssts
measired 2t amanissd cost of falr valle Through ther comprenansie Income, expecied cred 1 |oss provislons for loan commitmens and financial guarantes
CONT2CIE and gensral hadge accoundng.

Ampakrmend: IFRS 9 replaces the [AS 30 ‘Incurred loss' Impairment approach wih an ‘mepected credit loss' approsch. The revsad apprasch applles o inanclal
asseds Including finance |ease recelvables, recorded at amortised oost of falrvalle through oiher comprehens ive Income; kaan commiments and finandal guaramess
hat are not measured at Talr value thiough profit or kess are also In scope. The expecied oredl 1065 approach raquines an allowance to be esiablished upan Inidal
recagnition of an asset reflecting he leval of kxsses antkdpacad afver hiaving regand to, amangst ather things, expectad fiure aconomic conddans. Subsequamly the
amount of the alkowance k& affectsd by changes In the expeciations of kes driven by changes In assoclabed credt dsk.

Cigssification ang measuresment: |FRS O requires financlal assets 1o be classifed Int one of the following measursment categories: fair value throaugh profc ar
kxss, falr value through ciher comprehenslve Income and amortdsad cost. Classification k& made on the basls of the cbjecdves of the endty’s business moded far
managing hs financlal =sets and the comraciual cash Niow characieristics of the INstuments. The requiramens for derecogniton are braadly unchanged fram
IAS 35, The siandard alsa retalns mast of the 1AS 39 requirements for financlal llabllltes except for those deskgnated at falr value traugh prafit or loss whersty
thiat part of ihe falr value change atibutable 1o fe endty's own credii risk |5 recorded In ofer comprehensive Income. The Group earfy adopied this requiremeant
with effect from 1 January 2017,

Ganeral hedpe accornting: The new hadge accouring madel aimes 10 provide 2 better link Detween risk Managemeant srategy, the rdanale for hadging and the
Impact of hedgng on the financlal staiememts. The standard does not explicldy address macro hedge accoundng soludorns, which are belng conslderad Ina
separale |ASE project — Accouniing for Dynamic Risk Management. Undl ihis project |s Analised, the IASE has provided an accourting palcy chalkes to retaln
IAS 389 hadge accourting In Its entirety of choose to apgly the IFRS 9 hedge accounting requiremers. The Group has elected 10 cominue applying hedge
BCCOUNONE &5 S8 AUt In IAS 30

In adoging IFRS S, tha Group has raciassifed kaars and advances o banks, held whiin 1t discominued aperations, whh @ mandty of 1253 than firse manthe
welling £2,274 millian 1o finanda asses maasured at falr valus through profi or loss, resubing In & cormesponding reduction In cash and cash equivalens at
1 January 2018 comparned 10 e amount previausly reparted a1 31 December 2017,

11 IFRS 15 Revanue Fom Contracts with Cusiomers

IFRS 15 has replaced 1AS 18 Revenue and 145 11 Constrocton Covifiacts. The core principle of IFRS 15 Is that revenue reflects the ransfer of goods o services
1o cUE0meErs In an amount that reflects the consldaratian 10 which an ently expects o be endiled. The recognidon of such revenue k& In acoordance with flve
S0E(S £0: [0ty the coniract; iendfy the parformance obligatlons; detemming the Tarsacton price; allocate the Tansaction prce o ihe parformance cblgations;
and recogrilse revenue when the perfarmance obligations are sadsfled.

De@lls of the Impact of adapdon of IFRE 3 and IFRS 15 are provided In nops 50,

Detalls of those IFRS pronouncements whilch will be relevant 1o the Group but whilkch were nog efective at 31 December 2018 and which have nof bean applled
In prepanng these finandad siatements are ghwan N note 51.

29

324/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Motes to the accounts

2 Accounting policias
The accourting pollckes are sat aut below. Thess accourting pollckes have basn appiled consktemty.

a Consolldation

The assats, llabllides and results of Group under@kings (Induding sruciured ermiies) are Included In the finanda staiemens on the basls of acoounts made up
1o 1he reporing daie. Group undenakings Include subskiarks, associates and [nt venores, De@lls of e Group's subsldianss and ralated undenakings ans
@ven on pages 147 1 162,

(1) Swhsidanies

Subsadlaries ane emifties conmalied by the Group. The Group conorols an endty when it nas power over ihe andty, 15 exposad t0, of has Mghis to, varlable reums
Trom 1S Imclvement wiih e ey and has the abilig 1 afect those reurms Through the exendse of I power. This ganeraly accompanies a8 sharshokding of
miare than one half of me vodng rights athough In cerain drcumstances a nolding of 1855 than one hatt of te vodng rights may sdil resule in he aolity of the
Group oo exercise conoro. The exstence and effect of potenial vodng rights tat ane curendy exercisable of converdble ane consldeared when assessing whetar
1he Group conols anather enity: The Group reassesses whether ar not It conmals an endoy I 1acs and drocumsiances Indicaie hiat there ane changes 1o amy o
1he above elements. Subsldiaries ans fuly consalidated fram the date an which conrod ks transteamad 10 the Group; they are de-consalldated fram the dae that
ciniral ceases.

The Group consalkdates collecive Imvesiment vehicles If s beneficlal ownarship Interests glve It subsiandve rights t remove the exermal fund managsr over the
Imvesiment activiles of the furk. Where 2 sutrsid ary of the Group 1s the fund manager of a colective Imvestment venlde, the Group conskders a number of fachrs
In determining whether It acts as principal, and thersfone commds the collective Invesiment vahicle, Induding: an assessment of the scope of the Group's dedskan
making authanty aver the Imeesiment wehicke; the dghts held by ather partles Including subsantve removal rights whhaut cause aver the Group acing as fund
mianager; e remuneration o which the Graup 1s emided In 115 capacy 85 dedslon maker; and the Group's expasure o varlable reums from ihe benaficlal
Interest It holds In the Imvestment vehicle. Comsolidation may be approprae In clrcumsEnces whena the Goup has less than @ majory bensiclal Imerest. Wheres
a collactive Invesmment vehicle 15 corenlidxed the Imeress of parties oter than the Group ane reportsd 0 ofer laolitles and the mavements In thess Imarests
I Infefest axpenss.

Siructured eniies are enties that ae designed so that thelr aciiviles are not gaverned by way of vodng ghis. In assessing whather e Group Nas power over
2uch endties In which 1T has an Intefest, the Group conslders fackors sich 85 the purpose 2nd deslgn of e endiy; s pracical ablity 1o diract the relevant
acihities of the emlty; The nanre of the relationzhip with the entdey; and tha ske of 65 exposurs o the vanablity of retums of the emirg

Th treatment of rarsacons with non-canmalling Imerests depends on whether, 25 a result of he transaction, he Group oses comral o the subesldary. Changss
In the parent's ownership Interest In @ subrsldiary that do not result in 2 loss of comral e accouried for @s equity rarsaciions, any difsfence between the
amaurt by which the non-canrolling Intereses an2 adjusied and the fair valus of e consideratlon pald or received |5 recognised directly In equity and anTibuted
1 e ownars of the parent andry. Whers the Graup Ioses comra of the subeldary, at tha daie when comnl |5 |ost e amaount of any nan-canoolling Ineerest In
ihat former subsidlary 15 derecognisad and any Imvestment recaned In e former subddiary b remaasuned o s 1air value; e gain or |oss hat s recognised In
prafit of Ioss on the pardal disposal of the subsidiary Ingiudes e gain of kss on e remazsursmeant of the re@ined IngEnest

Imercompany transactians, balances and urredlis=d galns and kesses an ransactions betvesn Group companles ane ellminaced.

The acquishion method of accouming Is used 1o account far business combinations by the Group. The canskeratian far the acquistan of a subsldiary 1s the falr
value of the msets ransfered, ha llablihles Incumed and the aquity IMerssts ssued by the Group. The conskderatian Indudes the far value of any sset ar
lability resuhing fram a condngent cansideraiion amangsment. Acquishian rel2ied cosis ane expersed &5 Incumed exnapt thase reaing t he 1s5uance of dab
INSUmEnts {se= 22(51) of share caphal (sea 2p). dandflable assecs acquired and llabilides assumed In a busness combinaton are measured Inldally at thelr
falr value at the acquisidon dae

(2] Joint venfives and associates

Joirit veriures are [aint amangsments aver which the Group has Joint comral whh other pardes and has dghis o the ned asseis of e amangements. ASsoClaes
are anddes over which the Group has significant Imuence, but net comrel or Joint comrol, over the nancial and operating policles. Signifcant Infuence ks the
power 10 partcipae In the finanda and operadng policy decklons of the entity but & not conrol of jaint cortral of Thase policles and Is ganeraly achieved
1hrough halding betwsen 20 par cemt and 50 per cent of the wiilng share caphal o the ety

The Graup uillises the veriure capl@l exampilon far Inmvesiments where sgnificant Influence or joimt coniral ks present and the buslness unlt operates as a veniurs
capl@l business. These IMwestments are designated a1 Infial recognidon at falr value through profit o |oss. Ciherwlss, the Group's Imesiments N [ain verures
and assoclates are acoaurted ¥ar by the equity method of accounting.

b Goodwill

Goodwll arlses on business combinatlons and represants the exoess of the oost o an acquisition ower the far value of the Group's share o the eniflable assets,
labdiles and comingsnt llakilldes acquired. Where the falr value of the Group's share of the [dentfable assets, llabilides and comingsm llabilides of the aoquired
entiy ks greater than the oost of acquishion, the excess s recognised Immed 2l in the INCoME STREMENE.

Goodwll |s recogrilsed &= an asset at cost and IS 1esied at least annually far Impalrment. if an Impalment 1s Idendried 1he carming value of the goodwill | wiitien
down Immediacely through the Income s@iement and k& not subsaquently revarsad. At the date of dispasal of a subsldlary, the carring value of atribuable
goodwlll Is Included In the cakculation of the profit o 1055 on disposal.
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© Other Intanglble assats
Imangibl s assets which hawe been delamined to have a finhe ussful Itz ares amorissd on a siraght Ine bads over elr esimated ussful lifs a5 follows: up o
7 years for caphallsed sofware; 10 1o 15 years for brands and ofer Intanglbles.

Imangible assecs with Tinlte wseful Ives are rev ewed ateach reponing oaie 1o assess whether there ks any Indicaton that they are Impained. IF amy such Indicatian
axlsts the recoverable amaount of the asset ks determined and In the event that the asset’s camying amount |s greaer than Hs recoverable amaunt, itk wiiten
down Immedlaiely. Cerain brands havwe been determined 10 have an Indefinlie useful lIife ard are not amarniksed. Such Intanglble asssts are reassessad annually
1o reconfrm that an Indefinhie useful Ife ramains appropriste. In the verm that an Indefinite 1te s Inappropiaie a finfe NItz |5 detemined and an Imparment
review s performead on the assst.

d Revenue recognition

(1) Mst lnterest lncome

ISt INCOME and expenss are recogrised In e Income staiement far al Interest-baaning financlal INETUMents using the efacthe NEfest method, except far
ihase classified at far valua thiough profit of loss. The effectlve Intefest method | 2 method of cakouladng the amarissd cost of a Anancial asset o labilig and
of allocatng the Imarest Income o IMEersst expense over tha expecied (ife of e Anancial Irsrument. The effective IMErest rate 15 the raie hat eacfy discauns
1he estimated fulire cash paymenis of recelpis aver e expactsd Ife of the Ananclal Insrument 1o he grass camying amount of 1he finandal 2s=t belre
ad|ustng for expected credit losses) or 10 1he amanted oost of the financial by, Incuding earty redempilon fees, and related penatiles, and premiums and
discounts that are an Integral part of the oweral requm. Dirsct INcremenal Tansacion oosts related 1ohe acquisition, Esue or dispazal of @ financd Instument
are atsn @kEN IMD ACCOUNT. IMerest Inoame from non-credit impaired financlal assets |s recogrized by appiying the effectve NCERSst (e 1 e goss camying
amaurtaf the asset; for credh Impalred financlal assets, the effective Imerest raie ks applled 1 e et camying amount after deducting the allowance for expected
credlt ksses. Impalment palcles are 561 ot in §h) bakaw.

(2] Fee and cOMMISSTN iCoMme and EXpense

Faszs and commiksskons recetvable which are nof an Imegral part of the afiective Interest rate are recognissd as Noome as the Group fulflls 1= perfamance
obligators. The Group's prindpal pefomance cbligadons arising rom comiracts with CUSIMErs are In respact of walue added curment accounts, credit cards
and debit cards. Thess faes ane recetved, and e Group’s provides the serdce, manthily the fess are recognisad Ininocome an fils bass. The Group aso recelves
CErtan fees In respect of s asset finance business whers the peramancs abligadores ane typlealy fufliled wwarnds the end of the customar comract; thess fess
are recogrised In Income on this basls. Whene It Is unllkaly that ihe laan commimmens will be drawn, loan commiment Tess are recogrised In fee and
commission Income over e life of the facllty, rather than as an ad|usiment 1o fe effective Inbenest rate far loars expected (0 be drawn Incrememal costs
Incurred o generate fee and commisslon Income are changsd £o 1ees and commissons expansa as thay ane Incurmed.

(3] O

DCividand income i= moognised when tha right to recefve payment is established.

Revenue recogritian pailcies specific to mRdng INCoMme are S ot In (£)(3) below, e Insuranca and general Insurance business are detalld balow (see (m)
belaw); thosa relaiing 1 leases ane sef out In []1{2) below.

@ Financlal assats and llabilities

On Inidal recogniion, fiRanclal assets are clxssMied as massured st amortised cost, falr value through aiher comprensnshse Income of tar valus through profit or
ks, depending an the Group's business mode for managing the financlal assats and wheiher the cash Aows repressnt sakdy payments of principal and iniefest.
The Group assesses lis business models at a portfolle level hased an (65 chjectves for the relevant partialia, how the perfomance o the portfodlo 1s managed and
reported, and the frequency of Z=set sales. Finandal assais wih embeddad derfvacives ane conskdered In thelr entirety whan coreldering thelr cash Now chamcienstics.
The Group reclassies inanclal assats when and only when s business model for managing thase assets changes. A reclassificadon will only fake place when the
change Is significant 1o the Group's operations and will oocur & a portialie level and not for Indkidual Insinamens, red assifcations are expectad 1o be rare. Equity
Irvasimeans are measured at far value through profitor kss unless the Group elects & Inidal recognition 10 acoount for the Insinumerts at fair value finough oher
comprehenshe Income. For these Insiuments, princpally sirabeglc Invesimems, dividands are recognised In profk or loss but falr value gains and krssas ane not
sursequeanly reclasstied o profi or ks following derecogrition of the Imeesimeant.

The Group Intialty recognitses Ioans and advances, deposis, debd securides In Issue and subordnated li2bilides when e Group becomes a pary o the
CoNmaciugl provislons of he InsTument. Regular way purchases and ales of securfies and oiher in2nda assers and Tadng llablites ane recagnisad on Tade
date, being tha daie that the Graup Is commined 1o purchase ar s2ll an a=sat.

Finandal assets are derecogrised when the comacual right 10 recelve cash flows from those asses has expired or when the Group has rarslemed
hts comraciual fght 1o recelva the cash flows from the asseis and eliher: subs@milally all of the risks and rewards of ownamship have been transfered; of the
Group has netther re@ined nor ranstered susiandaly al of the risks and rewards, but has transhermad comral.

Financial llabdlides are derecagnised whan the obllgadon 15 dischangad, cancelked or explres.

(1) Financial nstrumants measired st amortised cost

Finandal asseis that are held 10 collect conraciua cash flows whare thosa cash flows represent salely paymems of principa and Interest ane measured at
amoriked oot A baske lending amangement results In conraciual cash flows that are soldy payments o prindpal and Inerest on the mrindpal amount
outsEnding. Whare the comraciual cash fiows Inroduce expasure to dsks of yoladiiny unrelated to a basic lknding arEngament such as changes In equity prices
ar commiadity prices, the paymerrts oa not compriss solely principal and Interest. Financlal asses measured at amortised cost are pradaminarity loans and
advances I Cusimers and banks togeiher with certaln debt securdes. Loars and advances are Inidally recognissd whean cash |s advanced 10 the bomower at
1alr value Inclusive of ransacion costs. INefest Income |15 accourted for using the effective Imerest method (see (d) above).

Finandial llablitles are measursd at amaritzed cost, except for radng labililes and ofher financlal 1ablinles deslgnaied at falr valua through profit or kss an
Inidal recegritian which are held at fair value.

(2] Financial assefs measured at o valve through other comprehansive lncama

Financlal assets that e held to collect conorachual cash fows and for subsequent salke, wheare the asssts’ cash flows represent salely paymens of principal and
Interest, e recagnised In the balance sheet at thelr far value, Inclusive of raNsacion cosis. Interest calculated wsing the effectve Imerest method and forelgn
exchangs galre and lossss on asses denaminated In farelgn cumendes ans recagnisad In te Income statemiant. All ohar gains and keses arsing from changss
In falr value are recognised direcly In aiher comprenensive Income, urll the financlal assed 1s aliber 5ol or matures, at which time the cumulaive gain o loss

il
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previouEly recogrised In offer comprehenshve INcome Is recognisad In the INcome siaEment oiher than In respect of aquity shares, far which the cumul Atk
revaluatkan amaun Is rarsfered dirscdy 10 refalned profits. The Group recognlsss a charge for expected credit losses In the Income s@Eement see ) below).
As the asset |5 measdred at falr value, the charge does not ad|ust 1he camying value of the asset, It ks reflecied In oiher comprenersive Income.

(3) Financial nstrumeants meastred &t fair vaie Mvough promt o foss

Financial assets are classiied at fair value thraugh profit or [oss whers they 9o nat mest e ciiena 1o be messured a1 amortsed cost of fair value through oter
comprehensyve Income of where thay are deslgnated at falr value through profit or loss to reduce an accountdng mismaich. Al derteathves are carrled at fak valus
through profit of loss.

The assets backing the InsWrance and Invesiment conracts ksued by the Group do not mee the criterla © be measwred a1 amortsed cost of fair value through
other comprehenshve INoome &S tey ane managed on a falr value basks and accordingly are measured at falr value through proft or loss. Similany, rading
securhiles, which are debt sscudtles and equity shares acquired princlpally far the purpose of selling In the short term o which ane part of a parfiollo which k&
mianaged for short-term galns, do not meet thess criera and are also measured at alr value through profit of loss. Finanda assets measursd at far value
Through proft of loss are recognised In the balance sheet at telr falr value. Falr value gains and kosses ogether with merest coupons and dividend Incame ane
recogrised In the INcome Statement wihin net radng Inoame.

Financal llabilides are measurad &t far valua tralgh profit or kess whare they e ading labliles or where they are deslgnaied a1 far valus traugh proficar
las In ardar 10 reduce an accouning mismarch; whare the labilities e part of 3 group of llablites (or assecs and llablliies) which |5 managed, and I
perfomance evaluacsd, an a falr value basls; or whene he llabiliies contain one of more embended denvadves that significandy modty te cash fiows ansing
under tha camract and wodld oiherwks need o be saparately accounied Tor. Financial llaolinles measured at falr value through profit of |oss are recognized In
1he balancs shaet a1 thelr far valus. Falr value gains and |osses are recognisad In the Income statsment witin net Tading Income In the periad In which thay
QTCUT, EX0EPC That gains and kosses aiTibuiabie 10 changes In awn credic sk e recognised In oter comprenanshe Incoma.

The falr values of assets and llabilities Taded In actve markets are basad on cument bid and offer prices respaciively. T e market s nat active the Group
esm@blkhes a 1alr value by using valuation techniques. Thefalr values of derfvative financla Instruments are adjusied whare apprapriate to reflect cradit risk (va
credlt valuation adjusimanis {CWAs), deblt valuation ad|usmenis [0VAs] and funding valuatdon adjusmments (PVAs)), markat liquidity and othear dsks.

() Bormawings
Bomowings [whICh Include depasis rom banks, cusiamer depasics, debt securides In Issue and subcrdingted labilines) are rscognised Inhially 21t valus, being
Thelr Issue F(IIHjE nel of Transaciion ooEE Incumed. Thess Insinumeanis are EIJDSEI]LEHUY =@ ar amanisad cost LISlI'@ ha elfecdve Imenssr mediod.

Praference shares and offier INsinuments which camy @ Mandacony coUpon of are redesmable an a spacific date are classMed a nancial llabiites. The coupan
an these Insirumeants ks recognised In e Income staiement a5 Imenest expenss. Securfiles which carry a dscredanary coupon and have no fleed maturty ar
redemption date are classifled as oter equity INSIUMENS. IMerest payments on these secunties are recogrised, net of 12x, as disinbutons from equity In the
perad In whikch they are pakd. An exchange of financlal llabliides on sutrstandally difersnt \ms (s accourted for as an esinguishment of te original financal
lablity and the recognikon of 2 new financlal llabllicy. The difersnce between the carming amount of a financlal llablily extdnguished and the new finandal
labiify Is recognitsed In profic ar kess together wihih any relatsd costs or Tess Incurmed.

When 2 financlal lablity |s exchanged for an equity NSTUMENE, e new eguity INSime |5 recognised a1 falr value and any diference batwean 1he camying
value of the llabillgy and 1he 1air value of te new equity |s racognissd In profitar koss.

(5) 53 and repwchase agrmements (incluming secuvilios Bnding and harowing)

Securhiles sakd subject o reprchase agreements [repas) condnue 1o be recognilsed on the balance shest whers subs@ndally all of the fsks and rewards are
re@ined. Funds recelved under these amangements ane Included In deposlts from banks, customer deposlis, or rading llabliles. Conversely, secundes purchased
Urker agreemants i ressll (reverse repos), where the Group does not acquire suirstandally all of te risks and rewards of cwnership, are recorded as loans and
advances massured at amanissd cost of ading securides. The difference betwesn sale and repurchase price IS treated as Imerest and accruad aver e (e of
1he agreaments using the effsctive Inenest method.

Securhles bormowing and lending Tansaciions are Kypicaly secured, collateral @kes tie form of securldes or cash advanced or receiwad. Securides lent m
coumerparties ane retaned on e balance sheel Securtles bormowed ara not recagnisad on the balance sneet, unless these ane 50k 10 hind pardes, In which
caze the obligadon to return tham k& recorded at falr value &= a irRding llabliiy. Cash collacsral given or raceived |s maaied 2= a loan and advancs massured at
amariised CoEL ar cusiomear deposi.

1 Desiwathee financlal Instruments and hedge accounting

As permitted by IFRS 9, the Group cominues 10 apply the requinements of (A5 35 00 IS edging relatonships. All derfvatives are recogrised at thelr fair value.
Defvadves are camiad on the balance sheet a5 assats whan thelr fair value 1s poshive and as [lablitles when thelr fair value Is negadve. Refer 10 notz 44(3)
Finarcial Instrumenis: Finandal asses and llablities camied at falr value) far detalls of valuaton technlgues and signficamt Inpuis 1o valuation modeks.

Changss In the far value of al derivaiive Insruments, other than those In effeciive cash fiow and neat imesment Nedging relatlonships, ae recognized
Immediay In the Income staement. As noed In (21 and (3) below, e change In fair walue of 8 dervadve In an effecdye cash Fiow or et Invesiment nedging
rEatonship & allocaied Datwasn he INCOME SIFRMENT and ofer comprenansyve Income,

Defivadves embedded In & financlal asset are not consldersd separately; the financlal asset 1S consldensd In Is endrety when delermining whether s cash fiows
are solely paymerms of principal and Interest. Dervadves embedded In financial liabillties and Inswance conracs (unless the ambedded dertvative 1s lesell an
Insurance comiract) are reated as separate dervadves when telr economic charaderistics and risks are not clossy related 1o those of the hast conract and the
hest coniract 1S not camiad at falr value through prafit or lass. These embedded dertvatives are measured at falr value whh changes In fair value recogrised In
1he Income statement. In accordance with |FRS 4 Insuranoe Canracis, a pollcyholder's apdon o surrender an Insurance commact for a fived amaunt ks not maated
&5 an embedded derbaiive

Hesdga accounting allows one inanclal Irsrument, generaly a darivatye such as a swap, 1o be designaied &5 a hedge o andther fnandal Instrument such &=
a laan or depaslt ar a porfollo of Swch InsTuments. At the Incepdon of the hedge reladonshlp, Tomal dacumentation |s drawn up specying the hadging srategy,
1he hedged ltem, the hedging Insirument and the methadology tat will be used 1o measura the effecivensss of 1he hedge reladanship In offsetdng changes In
1he falr value or cash flow of tha hadpgsd risk. The afectiveness of the hadging reladonzhip ks ested both at Incapdon and throughout Is [ife and If &t amy paine
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It Is cancluded that It = na longsr highty effecttve In achiedng I decumenied objective, hedge aocouming Is disconinued. Mote 16 provides decalls of the Types
of derfvathves held by the Group and presems sspariy those deslgnaied In hadge relatlonships. Funber Infimadon on hedge accoundng Is set out bakow.

{1) Fair valve hedgas

Changes In the far value of denvadves that ae designaied and qualfy as fair value hediges are recorded In 1he Income SI2tEment, 1ogether with the changes In
1hi Talr value of the hedged asset of llability that are atnbutable to te hadged nsk; this aso applles If the hedged asset s classiNed as a finandd asset at falr
vaue thraugh other comprehensve Income. I the hadge no longer mees the crheda for hedge accouming, changes In 1he falr value of the hadged hem
atiribuniabie 10 the hedgad risk are no langer recogrized In the Income staiement. The cumulaitive adjusiment that has been made 1o the camylng amount of the
hediged Item Is amordsad 1o the INCoMme SEEment Using the efMective INEnest method ower the perlod b mamnity.

(2) Cash fiow hedpes

The affecilve pordon of changes In the falr value of derfattves that are deskgnated and quallfy as cash flow hedges Is recognised In other comprehanshoe Incame
In the cash flow hedge reserve. The gain or kss ralating 1o the Ineffectve partion ks recognisad Immediabely In e INCOMe sEFRMETL. AMoUnts accumulaed In
aquity are reclassified to e Income SiFemant In the perlods In which the hedged ttem affects profit or kss. When a hedging Instnument explres or ks sold, ar
'Whin a Nedge N longer meses the critea for hadge accounineg, amy cumulathee gain ar kss exlsdng In equity at tat time remalrs In equity and Is recogrised
In 1he Income stalement when the farecast Tansacion 15 uldmately recognisad N the INcome s@1EMEnt. When a farecast Rreacion 15 no lnger expeced
ooour, the cumuladve gain of loss that was reported In equity | Immedaiely ranskemad 10 the InCome staement.

(3] et ivestmant fedges

Hedgas of net InvesImants In farelgn operations are accounted far Similany oo cash Aow hadges. Any gain o loss on the Nedging INsiument relating oo the
affeciive pardan of the hedgs |5 recognilsed In oiher comprehensive Income, e gain o loss rdSling 1o the Inefective pordon |s recagnisad Immediatsly n the
INCome SEIEMENt Gains and Iosses accurmuiaied In equity ere Incuded In he Income stEment when 1he foregn operadon Is disposed of. The hedging
INsumant usad In nat Invesmment hedges may Incude non-danvadve llabilities s wall 2= dedvadve financa Insiumeants.

O st
glnan:ial assets and llabllides are offsst and the net amount reported In the balance sheet when there |k a legally enforceable dght of se1-off and there Is an
Interviion 10 Sectie on a net basks, or reallss the assetand satle the llablity simutanecusly, Cash collateral on exchangs raded dertvative RNsaclons IS presened
@ross unless the collaceral cash Tiows are always sated net with the denvatve cash flows. In cerain siniadons, even haugh Masier netling agreements axist,
1he lack of management Intemion o sefle an a net basls results In the financlal asses and labliies belng repaniad gross an the balance shest.

h Impalrment of financlal assets

The Impalment charge In the Incme siEEment Indudes the change In expected credit ksses and certan fraud costs. Expecied credh losses are recogrised far
kans and advanoes 10 cusiomers and banks, ather inanclal assets Nekd at amonised cost, finandal ssets measwred at far value through other comprenenshe
Income, and cenaln loan commitmens and finanda guarares coracts. Expected credit losses are caloulated as an unblased and probabili-weghted
esimare using an appropiaie probablify of default, adjusted 0 taks Inbd account a rangs of possible fuire economic soenarkas, and applying this o the
esfimated exposure of the Group at the poimt of defauft aher taking Intg account the value of ay callaeral hald, repayments, of ather mitigams of 1oss and
Including the Impact of discouming usng the effective INeEEst @1,

Atlnital rscogniion, allowancs [ar provsion In the case of 50me laan commimmeris and financlal guarantess] 15 made for expacisd cradit [asses resuhing fram
defaultevenis that are passible within the rest 12 mants {12-momh expected creditlasses). In e event of 2 signiicant Increase In credit fisk since originadan,
aliowance {of proviskon) ks made Tor expected credt losses resuling from al passible default events over the expected IMe of the financlal Insiment Qifetime
aepected credit lasses). Financlal asssts where 12-momh especied credit losses ane recognised are corsldered 10 be S@Ege 1; financld assets which are
conddened 10 have experencesd a sgnificant Increase In credh sk since Inlda recognidon are In Stage 2; and financlal assets which have defautied or are
otherwlse conskdersd to be credit Impaired are locted 10 S1age 3. S0ME Stage 3 assets, mainly In Commercial Banking, are subject to IndMdual rther than
callectve assesEment. SUCh cases are subject o a risk-based Impalment sanclaning process, and these are reviewed and updaied at least quarterly, of mare
Trequently if there ks a significam change In the credit profle.

An assessment of whether cradlt risk has Increased skignificanly slnce Inldal recagnldon corslders the changs In the risk of default aocuring aver the remalning
expecied Ife of the finandal Insrument. The assessment |5 unblased, probablity-welghied and wses forward-looking Irfomadon consistent wihh that used In
1he measLrement of expected credt losses. In detsrmining wheder there Nas been a significant Increase In credit risk, the Group Uses quandiathve tesis based
an reladve and absoluie probahlifty of default (PO) mavernems linked 1o Internal credit ratings 1ogether with qualicatve Indicaiars such as waichlists and oter
Indicators of hismeical delinquency, credit weakness of financlal dificulty. However, uniless idemiified at an eanler siage, e credit sk of Ananclal asses &
deemed 10 have Increasad significanty when more than 30 days past due. Where the credit risk subsequerity Improves such 1hat It na [oNger represents a
slgrificant Increase In credt risk since angnation, the asset |5 Tansfered back to Stage 1.

Assets are mansferred 1o Stage 3 whan they have dafaulted of are otherwlss consldened 10 be credic Impalred. Detault k& conslderad 10 have oooumed whan there
E evkdence that the cusiomer Is axperiencing finandlal difficulty which ks llkely 1o affect slgnificamly the abllity o repay the amount due. IFRS S conizins a
rebutable presumpdon that default cocurs no later thian when a payment & S0 days past due. The Group uses this S0 day backsoop Tor all fs products except
ar UK mangages. For LK morigages, the Group uses a backsiop of 180 days past dus & Marigage exposures mare than 90 days past dua, but less than 180
days, typlcally show High cure rates and this allgns with the Group's risk manage ment practces.

In certan crcumsiances, e Group will renegod 2ie the odginal terms of 2 CcUslamer's laan, ehher as part of an angoing cusiomer réadorship ar In respanse o
adversa changes In the droumsiances of the bormower. In the [atier drcumsiances, the loan wil remaln dassifed as eihier Stage 2 or S@ge 3 undl the craditrisk
has Improwed such that It no longer represants a significant Increase since originadon far a return © Stage 1], of the loan IS no (onger credit Impared (for 2
retum ta Stages 2). Renegod atlon miay also lead o the laan and assocdated dlowanoe belng derecogniksed and a new loan belng recognised Inldally at falr value.

Purchazed or olginated cradhi-Impalred financlal assets (POCH) ane financlal assets hiat ane purchasad of onginaied ata dasp discount that reflects Incurred credic
kosges, At Inidal recogrition, POCI 5515 00 nal camy an Impalment allowancs; Instead, Ietime expeciad cradit keses are Incoiporaiad I the cakuladon of
he afleciive Imerest raie. Al changes In litsime expected cred 1 losses subsaquent 1 he assais’ Inidal recagridon are recognisad as an iImparmeant charga.

A loan or advance IS normaly wiitien off, aliher panialty of In full, agairet fe related allowance when te proceeds from realising any avalabls secunty have
been recalved ar thera |s no realkdc praspect of recovery and the amaunt of the loss has been determined. Subsequent recoverkes of amaunis previously witen
oft dacreass the amourt of IMpalrmen [osses recorded In the Income s@tement. For both sacured and unsecursd retall balances, the wrie-of akes place only
ONce an exfershe sat o colleclions proesses has been completed, of e s@1Us of tha BCoourt reachss 2 point where palicy diciates that condnuing amempts
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10 fecover are na longar appropriate. For commerdd lending, a write-off occurs If the koan facility with e cusimer IS resiniciured, the assat s under
adminisiration and the anly monles that can be recetvad ane the amaurs estimaied by the adminisirator, the underylng asses are disposed and a declskan k&
miade that na Turiher seciement manles will be received , of externa evidence (for example, third party valadons) Is avallabie that there has been an Irmeversiole
decine In expected cash flows.

| Property, plant and equipment

Praperty, plant and equipment {oher than Invesimeant property) Is Included at cost less aocumulatesd depreclatan. The value of land {Included In premises) &
not depred aied. Depreclaton on other assets |5 calculated using the sralghi-ine method to allocate the diference between he cost and 1he resdual value over
helr estimated useful llves, as follows: the shorer of 50 years and 1he remaining period of the leass far freshokdong and short lexsehold premises; the shaner
of 10 years ard, f leasa renewal 1S not [Ikaly, the remaining peried of the lesse far laxsehald Improvements; 10 o 20 yaars for floures and furnishings, and 2
1o 8 years for other equipment and maior vehlcles.

The asseiE" reskdual values and ussful lives are reviewad, and adusiad If appropiaie, at each balance sheet date.

Assets are revlewed Tof Impalrment whensver evants or changes In drcumsiances Indicaia that the camying amount may not ba recoverable. In the event hat
an &=581's CArning amount = determined 10 ba greaier than |is recoverable amount I s #riten down immediately. The recaverable amaunt Is e higher of the
as5at's falr value less oosis 1o sl and I value In usa.

Irvesiment proper Ty comprises freahold and long leasehold land and bulldings that are held alther to earn remal Income of far caphal accretdon o both, pimarlly
within the Iife Irsurance funds. In accordance with the guidance published by the Royal Instionion of Chartersd Surseyors, INVesiment proparty ks cared atfalr
value based an cument prioes for Smilar properd es, ad|usted for the specific charactersios of the property (such as lacatlon of condftian). IF this irmormaton &
nit avallable, the Group uses altematve valuaton metods such as dsoounted cash flow projections ar recent prices In less acthee mankets. These valuatdons
are reviewed at least arnualy by Indepsndent professionally qualified valuers. Investment property being redevaloped for cominuIng Use s Investmant property,
ar fof which the market has become less active, continues [ be valued at fair valus.

| Leases

(1) Az mesao

The leases antered Mo by the Group are primaly operaing leases. Operating lease renm@ls payable are charged 10 he INCOME SAEMEN on a sraightine bask
aver the parlod of the lease,

WhEn an operatng lazse |5 erminated before te end of 1he lease parlod, any payment made to the lessar by way of penalty = recognisad 25 an expansa In the
perlad of Erminaton.

(2) As mssor

Assets leased 10 cUSIOMers are classifed as finance leases If ihe lsase agreements ransier subsiandaly al the dsks and rewards of ownership o he lessee bt
not necessanly legal thie. All aiher leases e dassifed a5 aperating laases. When assels are subject 10 finance eases, the present value of e lease payments,
together with any unguaranteed reskdual value, |s recognised as a recetvable, net of alowanoes for expacied cradit losses, within loans and advances 1o banks
and cusmmers. The diference betwean the gross recalvable and the present value of the recetvable ks recogrised as unearned finance lease Income. Flnancs
learse Income |5 recognised In Interest InCome over the term of the lease wsing the net Investmant metod (befons @x) 50 2s 10 ghwe @ Consant rate of reiurn an
1he net Investment In the [eases. Unguaranteed residual values are reviewed reguiarty t (demity ary Impairment.

Opsratng lease assets are Included within 1angihle fed asse1s at cost and depreclated over thar estimated ussful Ives, which equates t the llves of the leases,
afver taking Intx account amiclpated reskdual values. Operating kease remal Income ks recognised on a siralghi-line basls over tha IHe of the leasa.

The Grnq:l evaluzes nondeasa arangamens such as IZILI'ISELII'I:"'E and similar comracts 1o detemnine i 'II'IET' comialn a lsase which |s then accouried far
separarely
K Empilyes benefits

Shart-1arm employes banefls, such = salanes, pald absenoss, pefomanoebased cash awards and soclal sscurlty costs are recogrised over the period Inwhich
1he amplayess provide the related servioes.

{ 1) Penslon schames

The Group operates a numbsar of post-retiement beneft schemes Tor Its employees Induding bath defined benent and defined conribution penson pans. A
defined beneflt scheme |5 8 penslon plan hat dafines an amourt of persion beneflt that an amployes will recetva an ratirement, dependent an one ar mare
{aciors such as age, years of serdce and salary. A defined comrbudon plan 1= a penslon plan Imo which the Group pays fied conirlbutlans; thers Is no kega ar
consinciive abligaton to pay furher conmibaions.

Scheme asses ae Ircluded at thelr fair value and scheme lablliles are measured on an aciuarial basks wsing the projecied unit credt method. The defined
bereft scheme llablitles are discounted using rAtes equivalent 1o the markst Welds af the balance sheet dace on high-gquallty compaRie bonds that are
dercminated In the curency Inwhich the benefis will be pald, and that have erms 1o mad approdmating 1o the termes of te related perslon Habllic.

The Group's Income siaement charge Indudes the cument service cost of provding penson benefis, past sendce costs, net Interest axpans: (Income), and plan
administration costs that are not deducted from the reum on plan assets. Past servioe costs, which represents the change In the present value of the dafined
berefit abilgadan resuhing Trom a plan amendment o curiallment, are recogrised whien the plan amendment of curtallment cccurs. Met INGEnest experss
ncame] |s calculated by apphing the dscount rae at the beginring of the period 1o the net defined benefit labiity of asset

Rameasurements, comprisng actuadal gans and losses, the reiurn an plan assets (Excludng amounis Induded In net Imerest expense (Income) and nat of the
ook of managing the plan assets), and the effect of changes o the asset celling (f applicable) are reflected Immediately In ihe balance sheat with a charge ar
credit recogniksed In other comprehanshve Income In the peiod In which they ooour. REmeasuraments recognised In ofher compranensh INcome are refleced
Immediay in remined profits and will not subsequenty be reclassified to profit ar kes.

The Group's balance sheet Includss the nat sURpIUS or defidt, being the differsnca betwsen tie Talr valus of schame assems and the discounted valie of schame
Iabilhiles 2t the balarce shest daie. Surpluses are only recognised 1o te exant that they ara recoverable thiough reducsd conibudans In the fuiure o tnough
refunds from the schemes. In assessing whether a SUiplus |5 recoverable, hie Group corsldsrs IS curment right 1o ooiain @ refund of @ reduction In fumre
conmributians and doas et aridpane any e ok by ohar pardes hat could changs he amaurt o tha SUrpiLE 1hat may udmately be racoverad.

The oosts of the Group's defined comibudon plans are charged 10 e Income staement [N e padod Inwhich theay fall due.
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(2] Share-Dased compensation

Lkoyds Banking Group operates a number of aquity-setiled, share-hased comparsaton plans In respact of servloes recelved from cer@ln of IS employees. The
value of the employes senvices recetved In exchange for equity Insruments gramed under these plans |s recognised &5 an experse over the vesting perod of the
Instuments with & corresponding Increase In equity This expertse |5 determined by reference m the fair value of the number of equity INSUMENts that are
epected 6o vest. The fair value of equity Irsruments granted Is based an market prices, IF avallable, at the daie of grant. In the absence of market pces, the
1alr value af e Insruments at the date of gram Is estimated using an appropriate valualon technigue, such as a Black-Schales optlon pricing mesdel or a Mante
Cano Smulation. The deiemination of far vales exdudes the Impact of any nan-manke vesting condfions, which are Induded In the assumpions used
esimate thie number of optians that are expected 1o west Af8ach balance shest date, this esimane |s reassessed and If nscessary revdsed. Ary revisian of the
anginal estimate |s recognissd In the INoome SiFement ogeher wih a comesponding ad|ustment 10 equin: Cancelladons by emplayees of comibudons o the
Group's Save As You Eam plans are reated 25 non-vesting condhions and the Group recogrises, In the year of canceliztion, the amount of the axpenss that
wauld have otherwiss been recognised over the remalndar of the vesdng perod. Modficadons are assessed at the date of modificatian and any Incremenal
changes are charged 1o the Noome siatemeant.

| Taxation

Tax expanse CoMpses cumant and defemed 12X Current and delemad tad are charged of credhed In the INCome SIatEment sicepd 1o e exient thatihe 12x anses
1o & transactian ar evert which Is recognised, In the same of 2 diffefent perod, auskde fe Income sEement (2hther In oiher comprenenslve Income, diractly
In equlty, or through a buslness comblnadaony, In which case the tax appears In1he same s@1eament as the Ansactian that gave fse @t

Curent tax ks the amount of corporate Income 1axes expecied 10 be payable ar recover@ble based on the profit for the perkod as ad|usted for hems that are not
1axable o not deductble, and ks calculaied using 1ax raees and laws that were enacted of subs@Entivaly enacted at the balance shest dae.

Cument 12x Inciudes amours provided N respect of uncertaln 1ax pasidons when Management expacts that, upon examinaden of the uncer@inty by Her Majesty's
Revenue and Customes (HMRAC) ar other relevant 1ax authonty [t1s mone 1kely than nof that an economic outiow will occur. Provskons reflect maragemer's best
astimiag af the ulimae llability hased on thelr Imempretadon of 1ax law, pracedent and guidance, Imamed by exiermal tax advics as necessang Changes In facts and
dreumsEnces underhing theses provisions ane reassessed at each balance sheet date, and the provislons are re-measurad as requined o reflact cumert Infarmatian.

Fiar e GroUp's Iong-1em Inswrance businesses, he 12x experse |S analysed between @x that s payable In respect of policyhal drs' retums and 12x that ks payaole
an e sharehalders' returns. This alocadon b based on an assesment of the rates of @xwhich will be applied 10 tha reimes under the cumeant UK 2 rules.

Deferred 1ax IS recognised on tsmporary differences ansing betwasn the 13X bases of assats and llablitles and thedr camying amounis In the balanca sheat.
Deerred 12x Is cakculated using 1ax rates and laws that have been enacted of subs@niteay enacted at the balance shest dace, and which are expected © apply
when the related dafamad 1ax as5at |5 realked of the deferred @ lablity 1S setiiad.

Deferred @x llablll s are genemlly recognisad for all @xable lemporary differances but not recognisad for i2xatle Emporary difersncas ansing on Imestments
In subsldiares whers tha reversal of the tempsorary difference can be conrolled and It |s probabie that fe diffefence will nof reverse In the foreseeable fuLre.
Deerred 1ax llabilides are mat recognised on emparary differences that anse from goodwill which Is not deductble for @x purposes.

Deferred tax assets ane recognised ta the extent It Is probable that 1axable profits will be avallable against which the deducilble temporary differences can be
utlised, ard are reviewed at each balance sheet date and reduced 1o the extent hat It 15 no longsr probable that suMckent txable profs will be avallable ©
alkow all ar part of the assel i be racovenad.

Deferned tad a=se1s and llabllides ane not recognissd In respect of 1emporary dfaences hat arlse on Inldal recognition of assecs and llabilltes aoquired oter
1han In 8 buslness combinatian. Deferred @x 15 nat dEcounied.

m Insurance

The Group undert@kes both life Insurance and general Insurance business. IrsuEnce and parddpaing Ivesimant commacts are accourned for under IFRS 4
imsurance Contracts, which permics (with cerain exceptons) the cominuadon of accourding pracices for measunng Insurance and pardcipaling Irvestmeant
caniracts that applied prior to the adoption of | FRS. The Group, therefone, cominues 1o account far these products usng UK GASP and LIK established pracice.

Products sold by the life Insurance business are classfied Imo thres categores:

- Insurance coniracts — these conmacts Tarsfer significant Insurance risk and may also Tarsler finandal fsk. The Group defines Sgnificant Inswrance dsk as
he passitility of having 1o pay beneftts on the cocurmence of an Inswred evert which are significandy more than the benefs payable i the Insured everwers
ot 1 occur. Thess CONTActs may of may nat Indude discretonary particlpadon features.

— Invesiment conracts cantaning a discretlonary partidpaton feature {pardclpating Imwesiment caniracis) — thesa conracts do not ranster significant Inswrance
risk, but con@in a coniraciual dght which gives the holdar the right oo recelve, In addhion m the guarantesd benafiis, further addidonal dscredonary benafis
or banuses mat are Ikely 10 be 8 sigrificant propartian of the 0@l conraciual benets and the amourt and tming of which IS at the discredon of te Group,
within the corsiraings of e terms and candkans of 1he Irsrument and based upan the performance of spacified assels.

- Non-panicipaing Imvesiment cONTACE — these CoMEACE 00 not Rrsker signicant Irswance Ask of comaln a discretionary panidpadon feamre.

The genefal Inswrance buEiness [5sues only Inswrance conracts.

(1) Life Wsurance business
{1) ACCOUMIEIND R WsuTance and participating vestmant conyracts

PramumE and cisms

Pramiumes racsived In rEspesl of Irsurance and FIEI'I|I:|FEI1I'I£ IMvESTTIENE COMIacts are I'E':[EI'IISEH &% revanue when dus Exoant far unl-linksd canracs on 'which
F"EfﬂlLIﬂ'l’S E-11] I'E'lIgI'IEEﬂ 25 revanue whean recelvad. Clalms are racorded a5 an EXpeEnse an 1he earlier ol 1he I'HEIJ.II'I[Y dae of 1he daie on which e dalm k&
nodris,

Liabiittlas
Changes In the value of llablinies are recognized In the iNcome SEEmMan Through Insarance clalmes.

- insurance and participeting kvestmant condracts i the Group’s WEN-proft fLmds
Liablitles af the Group's with-prafit funds, Includng guarantees and opdons embadded within products winen by tiess 1unds, are sated at thelr realsde
values In accardance whi tha Prudandal Reguiation ALnhoriny's raalisfc capital ragime, axcept that projected trarsfers out of e funds Int sther Sroup
funds are recardad In the unallocated sUrplus (552 below).
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Insurance and peviioinating investmant contraces wingh are ot uni-inked or 0 Bhe Group's wih-prit funds
& llabllity for conraciual benefits that are expected 1o be Incumed In the fubure ks recordad whan the premiums are recognised. The llabllity ks calculaed by
estimadng the future cash ows over the duration of InHonce polides and discountng them back to The valuation date allowing for probablities of oooumerce.
The llability will vary with moverments In Imerest raies and wih the oostaf (ife nsurance and annuity benefs where fuilre moraliy s uncertain.

AssUmpiiors are made In respect of all macerial factors afecting fuoune cash Tiows, Induding fuiLre Imerest raes, moralty and costs.

Insurance and periioinating investmeant contraces winch are - nked
Liabiities for unht-linked Insurance comracts and partclpating IMeesiment cofracts ae s@Eed at the bid value of unlis plus an addilona allowance whers
appropriaie (Such as for any excess of fulure espensas over charges). The llability s Increased of reduced by the changs In e unit prices and |s reduced
by palicy adminisiration fees, mortalty and surender charges and any withdrawals. Benafit clalms In excess of the accourt balances Incumed In e perlod
ara also charged through Irsuanes clalms. Revenue conslss of Tees deducted far monalhy, pollcy adminkradon and surrender charges.

Unaiiacated simpivs
ATy BMOUTS In e with-profi funds not yet detemined as being due 1o pollcyhaders o shareholders are recognised as an unalocated surplus which 1s shown
separately from llabiities ansing from INsUrance comracts and pardclipadng Imwesiment conracs.

() Accounting for non-parfic\peting Wvesiment contracts

The Group's non-partkcpating Imeesiment conracts are primarly unltHinkad. These coniracts are acooumad Tor s financlal llabilides whose value |5 conractually
Inked to the fair values of finandal assets whhin tha Group's unitised Imvesmernt funds. The value of the unit-linkad financial llablitles s deteminad LEing
Cument urit prices mulipled by the number of unis aoribted o the comract Nolders at the balanoe shest date. Thelr value |s never |ess than the amount
payable on sumander, discoured for the required nodce period where applicable. Imaesmment rums {nduding moverneants infalr value and imsesment Incoma)
allacaied 10 toss CONTACIS are recognised In Insurance clalms.

Deposls and withdrawals are nat accounted for Trough the INcome st3tement but are accourmed for dirsctly In the balance sheet a5 ad|usmments o the
non-particlpadng Invesimant conract latlliy.

The Group recehves Invesiment management fess In the fomm of an Initlal adjusiment of changs oo e amaunt Invesied. Thess fees are In respect of Sarvices
rendered In conjunction with the [ssUe and management of IMvestment comacs where he Group actvely manages the corslderatdon recelved from e
CUSKMEs I fund a reirn that k= basad on the Imvesmment profile that e customer s2kacied on arlgiration of the conmact. These serdces comprEe an
Indeterminate numiber of acts aver e Ihves af the Individual conTacs and, thereforg, e Group delers these fees and recognises themm over the estimaied [ves
ol the comiracts, In line with the provision of Mmaasiment management sanices.

Caozes which are drecity anribu@ble and Incramemal t sscunng new non-paniclpadng Investmant conracts are defemed. This asset|s subcequendy amardsed
awer he perkod of the provsion of InvesTmEnt management 5anices and Its recoverabllity Is reviewsd In circumetances whera 115 CamyIng amount may not be
TEcoverabie. IF the assat |5 greater than I recoverabla amount Itk wrimen down Immediaiely fireugh fee and commisslion expanse In e Income staement. All
Oiher COSIS are recogrised a5 axpenses whan Incurred.

() Vaive af in{force husknass

The Group recognises a5 an assef the value of In-loree business In respect of IMSLFANCE CONTacts and pardclpadng Imaesiment comraces. The assat represents
1he present value of the sharehaklers' Imerest In the profis expacied 0O emerge from those comracts writen at the balance sheet date. This Is deemined ater
miaking appropriate assumpdans about future econamic and oparating canditions such as future mor@Ily and persisEncy rEes and Indudes alkowances far bath
non-market risk and far the realisilc value of financlal optkans and guarantess. Each cash flow Is valued welng the discount rate canskient whh that applled o
such @ cash flow In the caphal markess. The asset In the corsolidated balance shest s pressnted gross of atribuiable @x and mavements In ihe assat are
rellected whhin ociher opsrating INCome In e INCOME SEREMmEnt.

The Group's conracual Aghts 1o banefis fram prowding IMWesIMEent Management serdces In relaton o non-panicipadng Irvestment contracts acguined In
bielness comblnatkans and portfola ranslers are mazsured at falr value at the date of acquisitian. The resuldng assst Is amordsad ower the estdmated llves of
1he conracis. At each repordng date an assessment |5 made 10 deemmine I thers k& any Indicadon of Impalrment. Where Imparment edsis, the caming value
of the asset |5 reduced 1o 15 recoverable amaunt and 1he Impalment loss recognised In he Income Siate ment

(2] Ganeral insLrance Dusiness

The Group bath underwriies and acts & Intermeadiary In 1he sale of ganeral Insurance produces. Undenstiing premiums are Induded IR Insurance premium
Income, net of refunds, In the perlod In which Insurance cover |s provided 1o the cusiomer; premiums recaived reladng 1o fuiure perods are defered In the
balance shieet whhin llabilides arksing from Insurance comracts and paniclpadng Invesiment cofiracts on 8 basls Mat reflects the lengh of tme far which
ooniracts hiave bean In farce and the projected Incldence of sk over the tsrm of the canract and only creditsd 1o e INcome staement when eamed. Broking
commisslon Is recognised when the underwriar accepts the sk of providing Insurance cover o the customear. 'Whare appropriate, provislon s made far the alfect
of future policy erminations bassd upon past experience.

The underwrting business makes provisan Tor the esdmated cost of dams nodfed but not seded and clalms incurred but not reparied at the balanoe sheet
date. The provislon for te oot of clalmes notified bt nof setded s bassd upon a best esdmace of tha cost of senling the ousianding clalmes arier @king Inm
account all known 1acts. Inthose cases whers tere |Is Insuificknt infomadon 1 detemina the requirsd provision, siadsdcal iechniques ae usad which take
Inte account the oost of clalms that have recenly been seed and make assumpdons about the futre development of the outstanding cases. Similar stattsdaal
1Bchniques are uEed 1o deiemine the provislon for dalms Incumad but not reponed at the balance shest dae. Claims llabilides are nat discounted.

(3] Liahity adequacy test

Ateach balance sheet daa llablily adequacy esis are performed 10 ansure the adequacy of Insurance and partlclpadng Investment confract llabilides net of
related defemed cost assels and value o In-force business., In performing these (es1s cument bast estimates of distounted fuiure comraciual cash Nlows and claims
hardiing and pallcy administration experrses, a5 well as IMsment Income from the assecs backing such Lablinles, are used. Ary deficlency |5 Immed xely
charged 1o the Income stalement, Initlally by witng off the relevant asses and subsequentdy by esmblishing a provisian for [osses ansing from bl

adeqUACY 1BSIE.
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2 Accounting paliclas [cominued)

(4) Rednsurance

Canracis emered Inta by the Group with relnsurars under which the Group |s compersated for banefls payable on one of more com@os [ssued by the Group
are recogrised &= as521s ansing rom rEirsuRNcE conracts had, Where e undarfying conracts kEsued by the Group are classifed as Insurance commdLs and
1he relMsUEnNCe CONTAct Tanskers signifcant InsurRnce sk an hise comracts 10 1he relrsurer, e assets arlsing from relrsurance conracts held ane classied
&% Insurance coniracts. Whers Me undanying conracts |ssued by the Group are classfled a5 non-pardecipating Invesmment comracts and the relrsuranc:
coniract ransfers finandal risk on those coniracts o e relreure, e asssts arisng from rensurance conmacts hald are classfied as non-pardcipating
IMESITENT COMIacts.

AsEElE arksing fom reinsuance Ccondracts hald - Classilad a5 Msurance comdracts

AMOUNES recovwerable from or due 10 r2insurers are massured consktemty with he amouns assocacsd with he reinsurad contrRols and N accordance with the
1Bmms of @ach reinsurance Comract and are ragularly reviewad for Impalment. Fremiums payable for reinsurance Comracts ane recognisad = an expense when
dug whhin IreuRnee premium Income. Crangss In the relnsurancs recovaRble asseis ane recognised In e Income Siatsment hiraugh Insurarce clalms.

Assets arsing fram rEkISITANCE caniracts hald — Classian as non-particisating Jnvestment cantracts

These coMmracts ars acoaurad for as financial asses whose valls 1= -:::rlmmlly Inked 1o 1he 1air values of financlal assem wimin e reinsurars’ Irvesimant
furds. InveEsoment FEiLrms I"I'ﬂLﬂ"'E mevements In falr value and Investment Income) alocaied [a hase comracs ae I'B}E'"Ed In Imnswrance daims. EEFI:GHS-
and witdrawals ana nof accouried Tor 'I|'II'|:IIJE|'I e Income sEEmen but are accaumad far I:"EL'II]' In the balance sheet as MJLEITHEH[S o 1he as5es anﬂrg
1om relreELrance Conmacts held.

n Forelgn currency translation

Itemes Inciuded In ihe financlal sEements of each of ihe Group's enddes are measured using the currency af the primary economic ervironment In which the
antty opsrates (e Tuncdonal cumency’). Foregn cumancy transacions are ransaed Into te appropiate funcdonal cumency using the exchangs raes
prewalling at the dates of the RRsactans. Forelgn exchangs gairs and |asses resufiing om the semdement of such Tarsactions and from the trarsladaon atyear
and exchangs rates of manetary assets and |labllldes denominaied In farslgn curencles are recognlsad [n the Income stxiament, exoapt whan recognised In oher
comprehensyve Income as qualifying cash flow of net Investment hadges. Mon-mane@ry assecs that are measured atfalr value are ensaed wEing the exchangs
1Atz at the date that the far value was determined . Transladon differences an equides and similar non-monetary 1ems held at fair value through profit and loss
are recognised Inprofit or kess as part of the falr value gain o loss. Trareladon diferances an non-monstary financlal assses measursd at falr value through oter
comprehensye INoome, sUch as equity shares, ane Induded In the falr value reserve In equity unless the asss11s a hedged Iem In 2 1alr valle hedge.

The resulis and financlal posidon of all group entfiies that have 2 funcdanal currsncy diflenant from e presematdon currency are ranslaced Inta the presantatian
CUMErCY 25 Tollows: the 2ssers and llabllides of forelgn aperatians, Including goodwill 2nd far value ad|usments arking on the acquistion of 2 foreign eminy ane
transdzied o sterling a1 forakgn sxchangs rates mling a1 the balancs sheat date; and Me Income and expansss of forakgn aper1aNs ana manskated Inta siEing
a1 average sxchangs rates unless these da not approximate o the forelgn exchangs @oes rulng &t the datss of e ransacions In which case Income and
ENPETSES 2ne Tansiaed at the datss of te Tansacions.

Farelgn exchange diferences arisng on e ransiation of a foregn operadon are racogntsed N oher comprehencive Income and accumulated In a separans
COMPaNENt of equity togather wih exchange difersnces arlsng rom the ranslation of bormowings and odhar cumancy Ineruments deslgnaied as hadpss of such
Imvestnents (see f3) abawe). On dsposal o liquidation of a fordgn operadaon, he cumuladve amount of axchange diferences relang o thatloreign aperatian
are reclazsified from equity and Included In delemining the prodt of Ioss ansing on disposal o liguidatlon.

o Prowislons and contingent Nlabiities
Provislons are recognised In respect of present obllgatians arlsing from past everns where It s probable that outlows of resources will be requirsd 1o satle the
abllgatdons and ey can be relably estimxed.

Condnigant llablihies are pessibla obligatdons whoss extsienca depends on e ouLicome of Uncer@in fuiure avents or fiosa presant obligadons whare e oumiows
of esDUNES 8ra Unarnain or canndt be massured rdlably. Condrgent llablinles are not recognitsed Inthe financlal siements but are disciosed unkess they ans
TETRIE.

Provislon |s made for expscied credt [osses In respect of [meavocable undrawn loan commimenis and finanddal guarantes Conracts (see (h) above).

p Share capital
Incramemal coss dirscty airibiiabie 1o 1he 155U of new shares of optlons of @ the aquistian of 8 business are shown In equity 85 a deductdon, net of @x,
fnom the proceeds. Dividends pald on tie SmUp's ordingry shares ane recogrized 5 a raducdan In equity In tie parod Inwhich theay are paid.

q Cash and cash equivalents
Far he purpases af the cash flow stxiement, cash and cash equivalents comprise cash and non-mandatory balances with ceniral banks and amaunts due Tram
banks with a maturty of less than three monis.

r Inwestment In subsidiaries
Iresimenis In subskdiaries are carfed at historica oost, |ess any proviskans for Imparment.

5 Disposal groups held for =le and discontinued operations

Dispesal groups are classtiad as held for sal2 K the Group will recover the caryIng amednt pAnclpally tirough a sals Tansacton rather tan hiough cominuing
use ard 2 sale k considersd highly probabile. Disposal groups classed &= held for sake ara massured at 1he kawar of carming ameunt and fair valus less costs
1o sell. Assets and liabilldes of disposal groups classiNed as held Tor 5ale ara shown ssparaily on ihe face of the balance sheat.

# discominued operaiin |s @ cash generating unlt or a goup of cash gensraing uniis that has besn dspased o, of & dassifed as held for s2le, and (3)
TEprESENIS @ Sparaie major line of business or geographical arsa of operadons, (0) IS part of 2 Sngle co-ordinated plan o dispose of a separate majar line of
business ar geographical aea of oparedans o (2] ks a subsldiary acquired sxclusvely with @ view o resale. The results 2t @x of discantnusd operadons are
shawn a3 a sIngle line 1iem on tie face of he INcome SEEmenL

a7
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3 Critical accounting udgaments and estimates

The preparatian of the Graup's financlal SEements In accordancs with |FAS requires Managsment 1o make |udgements, esimates and Z5umptians In 3pplying
1he accouning palicles tiat aect the reported amourts of assets, labilldes, Income and expansss. Dus o The Nherent unceriainy In making esdmaces, aoual
Tesuls repored N fure perods may be based upon @MOLNE which differ from fioss esdmacss. Estimates, |udgemens and assumpiions e cominually
aaluaied and e based on hisioical exparence and ather faciors, InCluding expactations of fullre events that are ballsved m be reasonable undar the
drcumsiances.

The significant judgemems made by managament In applylng he Group's acoourting pollcles and the kay s00rCces of estimation Lnoanaingy In these finandal
stalemens, whikh wogether are desmed cridcal 1o the Group's resules and finandal pasidon, e as folows:

Allrwance for Impalrment lossas
The calculation of he Group's expected craditloss (ECL) allowances and provislons aganst lan commimments and guarantees under IFRS O raquires the Group
o make a number of Judgements, assumpilons and esdmates. The mast Sgniflcant are &0 out Delow,

Definition of defawd

The prabatility of default (PO) of an expasune, both over @ 12 mant perlod and ower 11 IMedme, |5 2 key INput g the measurementof tha ECL allowance. Default
has occumed when thare ks evidence that the customer k expariendng slgnificant financlal difieuty which IS lIkely t afect the abilly 1 repay amauns due.
The defiritlan of default adopied by tha Group |5 descoribed In nede 2(n) Impalrmeant of financlal assats. The Group has rebuniad the presumption In IFRS 9 tat
default ccours o later than whan a paymeni |5 90 days past dus Tor UK Mongages. 4s a resull, approsimaiely £006 billlon of UK marigagss ware classied &=
Stage Z raiher han Stage 3 a1 31 Dacember 2018 he IMpact on e Goup's ECL Sllowance was not maeial.

Liahime of an exposdre

The PO af a financlal asset k& dependent on s expected Ife. A Aange of approaches, ssgmemed by product type, hias been adogied by the Group o esiimate a
product's expecied IHe. These Include using the full conraciual Ife and @kng Mo acoount benavioural facions such as earfy repayments and refinandng. For
nonfevaking re@Il assecs, the Group has assumed e axpected Ife far each product o be the dme 12ken far all significant losses 1o be otserved and for 2
mizeral propartion of the assees i fully resdlve thraugh ahher closure or write-oft. Far recall revahing products, the Group has consldered the keses beyond the
caniraciual 1emm aver which the Group Is exposed m credtrisk. For commierclal overdraft faclitles, the average behandoura (e has been used. Changes o the
assumed expected (ves of the GRUp's a5sems could hiave a material affect an the ECL allkowance recagnisad oy the Group.

Sigmifcant Mcreasze b credlt risk

Perfoming a=sais are classad &5 elther S1age 1 of S@ge 2. An ECL allowance equivalent oo 12 merihs expaciad |osses |5 established aganst assars In Stage 1;
assals classifiad a5 SEge 2 camy an ECL alowance equivalent 1o lifetme expaciad losses, Asssts are ranstemsd from S@ge 1 o Stage 2 whan thers has been
a significant Incrazse In cradit Ask (SICR) Snoe Initial recogniton

The Group Lses 2 quari@dve 12zt iogehar with qualiaiive Indicaiors o determing whather hiers has been @ SICR for an asset For rell, a oeerloration Inthe
Ranall Master Soake of four grades for cred cards, personal kans of ovendrats, hires grades for parsonal Morgagas, of Twa grades In tha Camparaie Master Seale
far UK motor fiNance accaunts b raied &5 a SICA. For Commercial @ doubling of PO whh @ minimum Increass In POof 1 per cent and a resubing changs In
1he urdenying grada |s meated as a SICA. Al financlal 3sse0s are as5umead 1o have suffersd @ SICR If ey are more tan 30 days past dus.

The s&ting of precisa Tigger points combined with sk Indicators requires Judgement. The use of dierent Tgger panis may have @ maeda Impact upan the
ziza of the ECL allowance. Tha Group menhons the eflectivenass of SICR cilierla an an angoing basls.

Origination P05
Thi assassment of whathier there hizs been a dgnificant Increass in credit sk |5 3 reladve maasure, dependent an an asset’s PO at orignaton. For assers adsing
a1 1 January 2012, the Inldal applcation date of IFRS 9, 1his Imarmadan 1 not gensrally avallable and consequenty Managsment |udgsment has been used
10 dEermine a reasonable bads for esdmadng e original PD. Managemant used varkous Information sources, Includng reguisony POS and credt sk dae
avalable a1 criginaton, of whers This ks not avallable the first avallable data. In additan, the Group has nat created a farward Iooking view of FOS at Inidal
recogridan for the back baok 25 10 do 50 would Imvolve he LEe of hindsight and could Immduce the sk of blas. The use of prodes and simplications |5 noo
consldared o maenally Impact te ECL allowance an renstian.

Post-moge aqiustments

Limitztions In the Group's Imparment models may be dendfied through 1is an-going assessment of the modeks. In thesa drocumstances, management Judgemant
Is used to make appropaie adjusiments 1o the Group's alkowance for Impalment losses. AL 31 December 2018, post-meods ad|ustments ware predgominanty
miade In respect af UK securad |ending, for delayed repossessions and Past-Temm Intenest only.

Foruard ioking \nformation

The measuremant of expecied cradlt losses 15 requined 1o reflact an unblased probability-welghoad range of pessible futune cutcomes. In onder o do this, tha Group
has devaloped an economic mods 1o prjed skaeen key Imparment drivers using Informaiion dedved malnly from exsernal sources. These drivers Inclde facors
sLch as 1he unemployment race, the house price Index, commencial property prices and corporate cradit sprasds. The model-generatsd economic scenaros for the
she yaars beyand 2018 are mapped to Indusry-wide histarical loss data by portfallo. Combined losses across partiollos ane used o @k e senarios by sevedty
of loss. Four scenaros from specified polms along the kas distdbution ane selectsd o rellect the range of outcomes; he cermmal scenano reflects the Group's bass
£asa assumpdors used for medum-1emn planning purposes, an upskie and 8 downslde scenarka ane akso seleded mgether whih a ssvere downside scenana. Rare
OCCUMEnces of adversa ECONOMIC everis can lead o relatively [arpe credt losses which means that typlcally the most (lkely outoome IS kess than the prababiiiy-
welghtad cutcome of the range of posslble future esems. To alkow for 1his a ralatkely unllkely severe downskde scenaro s therdone Incuded. At 1 January and
31 December 201E, the base case, upside and dowrslde scenarcs each camy a 30 par cent walghting; The severa downskde scenario 15 weiged & 10 per C2m.
The cholce of ahemative scenarios and scenariy welghts Is & combinadon of quamftadve anatysis and udgsmental B5SEssMEnt 10 ensure Mat the full Engs of
possible outcomes and matedal non-linearty of krsses ane capiurad. & commimes under the chalmanship of tha Chief Economist mests quanendy, o revew and, IF
appropiats, racommend changss to tha economic scanancs o he Chief Financlal Officer and Chiet Fsk Officer. Findings daallng whih all aspects of 1he expecied
cradit loss calculaton are presemed 1o the Group Audlt Commitee.

Far each major product grauping models have been developad which udllse hisoorical credit oss daia 1o produce PO Tor each scenark; an averall welghted
Fwerage PO s LEed 10 as=lst In detemmining the sagng of financlal assefs and related ECL.
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3 Critical accounting Judgsments and estimates [continued)
The key UK economic assumpdons made by the Group as at 31 December 2018 averaged owar a Nve-year pariod are shown below:

Srmre

Blae o Up=ide Dowmside  downsids
Eiza i 385 n phlons % % % %%
At 31 December 2018
Irnierest rate 1.25 2.34 130 o7l
Linemployme rate 4.5 3.8 5.3 (%]
Hause price growih 2.5 6.1 (h.8) [7.5)
Commercial real es@ia prica growth 0.4 5.3 T (5.4)
A1 Jaruary 2018
Irmerest rate 118 2.44 0.84 0.01
Linemyployme rac 5.0 4.0 6.1 7.1
Hause price growth 2.7 7.0 {2.4) .23
Cammercial real es@ie prica growth 0.0 3.0 (2.5 (540

The Group's base-case eCONOMIKC SCEnaro has changed Ihde over the year and refiects a broady stable cutlook for the economy. Although thene remairs
conslderable uncertainty about the acanomic consaquences of the UK's planned exit from the European Linlon, the Group corsiders that at this siEge the rangs
ol passlble economic ouicames k adequaely reflected In I cholce and welghting of scenarios. The averages shown above do nof Tully reflect the peak oo ough
changss In ihe staied assumpdons over the periad. The Boles below Nusirae the varlablliy of the assumptians from the start of the scenaria period 1o the peak
and mough.

S
Bl o Upside Dowmside  Downside
Eronomic assumptions - start to peak H % % %
At 31 December 2018
Irierest rate 1.75 4.00 175 1.25
Linemployme race 4.8 4.3 6.3 [:X]
Haouse price growih 13.7 34.9 0.8 (1.8)
Cammerdal real es@ie price growth 0.1 26.9 (0.5) (0.5}
Semre
Blae o Up=ide Dowmside  Downsids
Eranemic assumptions - start to trough % % % %%
At 31 December 2018
Irierest rate 0.75 o758 075 0.25
Linamyployme racs 4.1 35 4.3 4.2
Hause price growth 0.4 2.3 (26.5) (33.5)
Cammercial real estaie prica growth (0.1) 0.0 (23.8) (33.8)

The 1able Delow show's e extent to which a higher ECL allowance has baan racognized o @ke account of Torwand looking Infomation from the welghted
MUIpE economic SEnanos.

Pl

Base Cme weighte Differenoe
Impact of muttiple szonomic scemrios £m £m £m
At 31 December 2018 2,951 3,213 262

The table below shows the Group's ECL for the upside and downside scenarios using a 100 per cent weighting compared o the base case scenario; both stage
alocation and the ECL ae basad on the single scenario only. All ron-modelled prosisions, induding maregement judgsment, remain unchanged.

Upside Downside
£m Em

ECL allowance 25626 3,424

Thi Impact of changes In the UK unampkayment rate and House Price Index (HP1) have 350 baan assessed. Although such changes would not be absaned In
lsniadan, 25 economic Indicam s tend 1o be cormelatsd In @ coherant scenaro, Mis ghees INsight Imo the sensidvity of the Group's ECL 10 changes In hese mwo
cridcal acanomis faciors. The assessmant has baen maoe aganst he base casewiih The rsparied siaging unchangad. The changss i HPI and 1he unemploymant
rate have bean phased In 10 the famward-|ooking sconomic cutlick over thiee years.
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3 Critieal accounting judgaments and estimates (continued)

Thie 1able below shows The Impact an the Group's ECL resulting from @ decraasedincreasa In Loss Given Defaultior a 10 percen@ge paint (pp) Increasseidacrasss
In the UK Housa Price Index {HFP ).

1oppi 10pp dex
b
ECL Impact, £m [114) 154

The table bekow shaws he Impactan he Goup's ECL resuldng from a decreaseincrease fof @ 1 percen@ge point (pR) Increase decrease Inte LIK unemploymeant
1ate.

lppimremein  1pp decress=in
~ uremploy ment urempksyment
ECL impact, Em 172 (155)

Defined banefit pensian shame abligations

The ret asset recagnisad In the balance sheet at 31 December 32018 In respact of the Group's defined bensefh perslon scheme obllgadans was £1, 146 millkan
[comprising an asse1of £1,267 milllon and a liabilioy of £121 million) (2017 a net assat of £586 millkan comprising an asset of £723 milllen and a labiliey
of £137 million); and for the Bank was E667 milllon [Comprsing an asset of £704 millon and a lability of £37 milllon) (2017: a net asset of £633 milllan

comprising an asset of £573 million and Labliity of £40 millan). The Group's accountng pollcy far bs defined benefit pansion scheme abligations IS et aut In
nots 2k,

The accouring valuadon of the Group's defined bensfTt pension schemes' Iablles requires Management t maka a8 number of assumpdons. The key areas of
esfimaton uncenalmty are the discount @oe applled o futire cash flows and the expactsd [fedime of the schemes'’ members. The diSCourt rate |s required 10 be
=t with reference 1o market yiekds at the end of the repordng periad on high quallty corporate bonds In e curency and with a tem corslsiant whh the defined
bereft perslon schames' abligadons. The average duratdon of the schemes' obligatons |5 appradmately 18 years. The market for bonds wihih a similar duratian
k= Niquid and, as a result, Sgnificant management |udgament IS required o determing an appropriaie ylekd curve on 'which o base the discount aee. The oost
of the benafiis payable by the schemes will 2ls0 depend upon the Ife expeciancy of 1he members. The Group considers [aest marked practice and aciual
axperience In determining the apprapriate assumpdons far both current monallyy expectadons and the rate of fuiure morallty Improvement. |t s uncenaln
whither this rate of Improvernent will be sustained going forwand and, s a result, aciual experience may difer from curent expectations. The alfect an ihe net

acooUndng surplus o deficl1 and on the pension charge n e Group's INCome SEment of changes m the pinclipal acoarial assUmptlons |S S8t out In part i)
ol nate 30,
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3 Critical accounting udgaments and estimates (cominuad)

Recoverablitty of defernad tax assets
A1 31 Dacember 2016 the Group camiad dafemad 1ax asseMs on |t balance shest of £3,216 millon {201 7: £3,104 milllon) and the Bank camiad dafemad 1ax
assals of £1,520 milllon (2017 : £1,%95 milllon) princlpally relaing o1&y keses carried forward,

Estimation of Income @xes Includes the assessment of recoverabliiny of defered 18x assers. Defered 13x assefs are only recognised 10 the exient tay ars
consdaned mane kely han nat 1o ba recoverable Dased on exsing @x 1aws and farecasts of Tuture @xable profis against which 1he undenying @x deductdons
can be wuillised.

The Growup has recognised a defemed @x assetof £3,7 77 milion (2007 £4,001 1 milion), and e Bank £2,280 millon [2017: £2,433 millong, In respect of LK radng,
sz camed forwand. Subeandaly al of thess krsses have arlsen In Bank of Scodand pic and Liayds B2k pio, and they will De Lditzad as taxable profis ase In ihose legal
arides In e parkds.

The GIOUR'S EXpeciadons as 1o ha level af fuiure Exable proflis @ke IMo 3000t e Group's long-term fnandal and sratsglc plans, and amiclpansd fulre
1as-acjustng Items. In making ihis assessmant, account s @ken of business plans, the Board-approved cparaing plan and the expacisd TUTurs aconomikc outook
3% 560 OLE IN the SIREE S Iepart, &5 well &5 the fsks assoclated with fuiune reguiatry changg.

Linder current Iaw thare |s no epiry dae Tor UK rading losses notyet utllised , although (since Finance Act 2016) banking |osses that anase befare 1 Aprll 2015
can anly be used agairet 25 par cent of 1able profis ansing afer 1 Aprll 2016, and 1hey cannot be wsed o reduce the sLrcharge an banking profis. This
resiriction In udlisation meaans that the value of the defered 12x asset s only expacted to be fuly recovered by 2033. It Is possible that fuiure tax law changes
omld maedally affect the value of these ksses udimately realtsed by the Group.

Az dsckesed In note 31, defered 1ax as5¢ts 1alling £255 million {201 7: £213 millon) for the Group and £112 milllon (2017: £41 milllon) for the Bank have
net bean recognissd In respect of cer@in capital and rading losses carmied forward, unrelleved forekgn tax credis and ofer tax deductons, s there ana cumently
no expected fuiure taxable profis agalnst which these assets can be uillsed.

Payment protection Insurance and other regulatory provislons

A1 31 Deember 2018, the Group camied providons of £2,227 milllon (2017: £3,859 million] against the cost of making redrass payments 10 cusiomers and
1he related adminisradon costs i connecton with historical regulamey treaches, principally the mis-salling of payment protection Insurance of £1,520 millian
(2017: £2,775 million); and the Bark caried provislons of £861 milllon {2017 £1,590 milllon) of which £608 milllen (2017: £1,348 milllon) relaied
payment pratectian Insurance.

Determining, the amednt of 1he provisions, which represent managamen’'s best esimate of the oost of ssling hese IssUes, requires the exsicise of significant
Judigment. [Twiil ofiEn be necessary o falm @ Wew on Mamers which are Inherendy UNCerain, Such a5 the s0ape of revlews requined by ragulators, ha rumber
al fLiura complainis, tie et o which thay will b= uphald, te average oost of redress and the Impactof lagal ded=ions that may be relevant i clalmes recetved.
Cansaquerily 1he contnued appropriatensss of e underhying assumpons |5 reviewed an a regular basls agalrst achual expenenca and other relevant evidencs
and adjusments made 10 the prowisons whena appropiate.

Wiare detall on the namre of the assumpdons that have been made and key sereldvides |5 51 ot in noe 32,

Falr walue of financlal Instruments

A131 December 2018, the camying value of the Group's inanclal Irerument asses held acalr vaue was £58,91 7 milllon (2017 £111 477 milllon), and It
financia Instrument llabilides hedd at fair valie was £28,641 milllon {201 7: £75 573 milllon). The camying value o the Bank's finandal Insrument asses held
atfalr value was £59,482 million (2017: £113,307 milllcn) and Ananclal labiites was £32, 265 milllon (2017: £79,312 millian).

In accandance wit IFAS 13 Far Value Measwrement, e Group caiegansss finandd InsTuments cared on Mg balance shest at 1alr value LEINg a hnas leve
hierarchy. Anancial Insinumeants catsgonsad as leval 1 are valusd LEing guoted market pricas and tharefona Mere k& minimal Judgament applled In determining
falr value. Howewer, the fair value of finendlal Insruments caiegansed a5 level 2 and, In particular, levd 3 |5 detemmined using valuation technigues Incuding
discounted cash fiow analysks and valuadon modas.

The valuzatan technlgques for [evel 2 and, particulany, |eval 3 finandal INSUmENts Involve managament [udgemeant and esiimaies the exent of which depends
an the complesty of the Irsrument and the avallabliity of market obssrvable infomadan. In additon, Inline whh market practice, the Group applies credh, debit
and TLI'IU|I'@ valadon EI:‘LIEIITI':TIIE In IJE1EI'I'I1|I'I|I1E e far value of Is uncollzeralzed dadvadve FlJSlﬂI:ﬂE. A I:ESI:I'IFI“:II'I af thase aﬂ]UEIITEﬂ["S- Is =& aut In
nete 44, Further detlls of the Group's level 3 finandlal InsTumers and he sereldvity of helr valuztion Incduding e effect of applying rezsonably possibls
aliemative assumptens n detemining thelr fair valus are ako et ot In noe 44,

4 Sagmental analysls

The Group provides a wide range of banking and financial serdces In the UK and In certain lacations averseas. The Group Executve Commitmess (GEC) of the
Lioyds Banking Graup has besn oedsmmired 10 be te chief operadng decidon maker for e Group. Following the rareter of HBOS o e Group an
1 January 2010, dl of the Tading activiies of ihe Lioyds Banking Group are carfed out within the Group and, as a result, te chigf opereing decislon maker
reviewad the Group's performance by consldenng that of the Lioyds Banking Group. However, Tollowing the sale of the Group's Insurance business and cerialn
other businesses as a result of the nng-fencing legislation this k& no langer hie case. Accordingly, the chief opsradng decidan maker now revews the resuls of
1he Group's businesses sepa@iEy.

Az explalned In nate 1, the Group adopied IFRS 9 from 1 Januany 2018. In accondance with the ranshion reguiremens of IFRS 9, comparadyve Infomadaon has
nof been res@isd and ihersfare the segmeantal results for 2018 reflect IFRS 9 and 1hose for 2017 ae In accordance with 1AS 33,

The Group's acdvides are organised Inoo wo financlal reparting segmenis: Retall and Commerdial Banking.

Renall offers & broad range of firenclal service products, INcluding CUMENt ACCoUnTs, Savings, MOngagss, mair fNEnce and LNsScuned comsumer lendng o
personal and smal bUsIngss CLEmMENs.

Cammercial Banking provides 2 range of products and senioes such as lending, rarsactional banking, waorking caphal management, fzk management and debe
caplal markets services 1o SMES, corporates and finandal Instonans.

41
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4 Zagmental analysls {condnusd)

athar Includes canaln assets previolEly repored a5 ouside of te Group's risk appetle and Income and axpendloure not aribuied 1o divislons, Includng the
osls of cerfaln cemral and haad office funcilons.

Irer-segment serdces are gererally rechanged at cost, with the excepion af the Internal comimisslon arangaments betwean the UK branch and oiher dsiributian
networks and the INsLrance product manuraciuring businesses whhin the Group, where @ profit mangn 1s also charged. Imer-segment kendng and deposis ars
generaly emered IND a1 MArket rates, except tat narHimenest bearing balances ane priced ac a raie that reflecs te exermal yeld har could be earnsd an
such funds.

Far ihe majoriey of those derlvaive comracts eniersd Imio by business urits for sk management purpases, the business uni recognises the net Imerest Income
O expanse of an accrual acioundng basls and Tansters the remalnder of the movement In the falr vale o the denvadyve 10 The cemiral group segmert where
1he resuliing acoounting voladilty 1s managed whers possible through the establishment of hedge accourting relationships. Ary change In fair value of the
hedged Instnument atribuiable o the hadged risk ks alsa racorded whihin the cenral group segment. This dlocatan of the falr value of the dertvatlee and change
In fair value of the hedged Irsrument airibuiable 1o the hedged sk avolds accouning asymmeny In segmenal resulis and keads 1o accourming walatliity, which
= managed cenrally and reparted within Other.

Commerdal Cantinuing,
Ratal| Bankng Other  oparatiens
£m £m £m £m
ear ended 31 December 2018
Met Irvierest Income 8,014 2,812 828 12,754
athar Incoma 1,992 1418 209 4,220
Tatal Incame 11,006 4,331 1,637 16,5974
Cirsts (7,075) (2,134) (1,910) (11,119)
Trading surplus 3,931 2,187 273) 5,855
Imipairmen (charge) credt (a62) i 13 (926)
IPraiftt berfoine tax 3,069 2,120 (260) 4,929
Exiemal Income 12,967 4,124 (117 16,974
Imier-segmEnt Income {1,961) 207 1,754 -
Segment Income 11,006 4,331 . 1,637 16,874
Segment extemal assets 348,719 115,616 128,151 593,486
Segment extemal llabliites 260,378 137,614 155,141 553,133
Analysls of segment othar Income:
Cumrent accaums 503 138 5 &47
Credit and debit card tess 974 - - T4
Cammerdal barking and reasury fass - 7 - 71
Privaie barking and asset management - 2 92 84
Facinng - 83 - B3
Other tees and commisslons 52 253 123 A28
Fas and commissions rEceivaile 1,529 748 220 2,497
Faes and commissions payable {1,0100 (570 (161} (1,228)
M1 fee and commission Income 519 691 59 1,269
Operadng |eass Incoma 1,305 36 - 1,341
Rental Income fram Irvestmant prapenies - - - -
Galrs and lxsses an disposal of financlal asseis at falr value through other comprehenshve Income - - 268 268
Qthar Incomea 168 692 432 1,342
Segmant ather Incame 1,992 1,418 a0% 4,220
Other segmeant hems reflected In Income statemeant above:
Degreclaton and amorisaton 1,573 278 438 2,340
Cefined bendlt scheme charges 121 48 231 400
Other segment hems:
Addldons i flxed asses 2,082 208 1,078 3,378
Irwestmants In Joirt vermures and assoclates atand of year 4 - 1 3
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4 Zagmental analysls {condnusd)

Commercial Contruing
Romtail Eznking Other opsraions
Em £n £m Em
Year ended 31 December 2017 )
Met Imerest Incame 8651 3,052 621 12,364
Othar Income 2,236 2,041 1 4,968
Total Income 10927 5,003 1,332 17,3852
Camts @,147] (2,511} 9721 (11,630}
Trading surplus 2 780 2,582 360 5722
Impalrment {charge) credit [626] (8} 23 (5B}
Praflc {loss] befor 2% 2154 2,453 =t 5,035
Extemal Income 12 553 3,436 1,057 17,352
IMEr-segment Icoms 133 1,657 75 -
Segment Income 10927 5,003 1,332 17,352
Segmant axtermal asseis 35032 177,731 140,750  GG5,B03
Segmant axtermal labilites 2SR B35 224,576 141,907 625,318
Analysls of segment ciher Income: )
CUTEM accoums 572 135 5 712
Credit and debit card fezs a5 4 - 043
Cammerdal barking and teasiry fass - 3zl - az1
Privaig M'IHI'E and asset managemant - =1 93 =11
Faciring - a1 - a1
Othar faas and commisslons a5 273 247 15
Faas and cammissions rEcelvanla 1612 azs 345 2,786
Fees and commissions payable (873 (50 (1011 (1,024}
Net fee and commisslon Income 739 779 244 1,762
Operatng leass Income 1,281 63 - 1,344
Ranial Incomea fram Imvesimeant MMITIEE - 1 - 1
Gallts and ks3es an disposal of avalabkefar-sale finanda assems - 29 435 464
Othar Income 216 1,159 3z 1417
Segmant ather Incame 2,236 2,041 711 4,088
Qthar ZEgmant hemes reflected In INncome siaEmant above:
Depreciation and amorsaton 1,547 azz 423 2,292
Defined banellt schame chargss 143 52 140 341
Othar segmeant Hems.
AdItons [ Nlved asses 2,431 130 862 3423
Immnlslnjnlmvmmrﬁann a53oclanes atand [H'year 9 - - 9

Fallowing the reductian In the Group's nan-UK acdvdes, an analysls betwasn UK and non-UIK acilviiles & no langer provided.

The Graup's disconinued operR1ans were previously In 115 INELrance segment (see note 13).
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5 Net Interest Income

Weighted meroge effective
iierest rate
18 17 2018 17
% ¥ Em Em
Irnerest and simillar Income:
Loars and advances o cUSKMmEs 3.23 ila 15,049 14,554
Loare and advances m banks 076 .41 452 253
Deti sacuntles nekd a1 amoridsad cost 1.61 158 (=] (=5
Irnerest racelvatle an financlal assets ekl at amonissd cost 293 281 15,577 14,873
Financial assets at fair value through ather compranenshe Income La& 639
Avallable-or-5ale inanclal assets 1.95 San
Total Interest and similar Income 2.88 .77 16,216 15,853
Imerest and slmillar expenss:
Depsasits from banks, sxcluding llabilides undar sale and repurchases agreements 136 118 81} (80]
Cusiomer deposhis, exduding llabilides under sale and repurchase agreaments 0.60 0.56 (1,998) 1,537
Debi securdes In Issuss 0.10 0.138 (6] [120]
Subordinaied llablites 10.18 10003 (1,072) (1,242
Liabilides under sk and repurchase sraemants 0.87 054 (245) (1101
Tatal Interest and similar expense: o078 o (3,462) (3,439)
Net Interest Income 12,754 12,364

1 Includes £21 milion {2017: £12 milion} of interest income on Gabiliies with negmive imemest mhes.

2 The impact of the Group's hedging 2mangements is induded on this line; mechading this impact the weighied average sffeciies imemest rie in espert of debt sscuriies in issue
would be 2.74 per cent (2017 : 2.42 percent].
3 Includes E10 milion {2017: £50 milion} of interest eipense on assets with negative inteest roies.

Inciuded whiin Interest and simillar Income 15 £222 milllan (201 7: £17% millan) In respact of Impared financlal asssts. Net Intsrest Income alsa Indudes a
creditof £691 million (2017 credt of £644 milllon) ransfemed from the cash flow Nedging resenve (sea note 36).

& Met fee and commission Income

2018 217
Em Em

Fea and commisskon Income:
CuUITent acocaumns 647 T2
Credit and deblt card fess a74 240
Cammerdal barking and treasury fass 271 321
Privane barking and assef managemeant 94 o
Facianng 83 91
Other tezs and commisslons 428 E15
Total fea and commisskan Income 2,497 2,736
Fea arnd comimission experee (1,228) [1,024)
Net fee and commisskan income 1,268 1,762

Fagzs and commissiors which are an Intsgral par of tha elfectve Intersst @oe Torm part of net Inberest Income showm In note 5. Fees and commissians ralating
o Instumens that are held atfar value through profi or less ane Includad within net rading Income shown In noe 7.

The Group adoped IFRS 15 ‘Revenue Trom Condacts with Cusiomers' on 1 January 3018, comparadyes have not bean restated. Further de@ils on te Impact
of the new accoundng siandard, which was not significam, ane et out In nate 50, &L 31 December 2018, the Group held on Ies balance shest £98 millian In
respect of these sendces and £140 millkon In respect of amounts reCefvad Trom Cusomers far sarvices 10 be provided after the balance sheet date. Cumant
ure=ai=led perfomance obllgadans amaunt 1 £285 millkan at 31 Decamber 2018; the Group expacts oo recelve sUbstamially all of tis revanus by 2021.
The mest signifcam performance obligadons undanaken by the Group are te provslon of bank acoount and mansactoral servoes and other value added

afienngs In respect of Curment accounis; facianng and laan commiiments for commancial custamers, and card sendces m cardnolders and merchanis In respect
aof cradh cards and dabit cards.
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7 Net trading Income

2018 2017

£m &m

Forelgn exchange @nsatian gains [sses) 132 [151)
Galns an farelgn exchange TRAIN TANSacons 235 517
Total foreign exchangs 367 365
Securhiles and oier galrs (5= below) a1 407
Het trading Income a0a 773

Securhiles and ofher galres comprise net gains and lasses arlsing on assets and llabilides hald ac fair value through profit of 1085 &5 flkows:

2018 2017
Em &m
Met Income arlsing on ass#ts and llabilldes mandatorly el ax air vale Nrough proft of 1oss.
Finaricial Irsmuments hekd far trading 127 180
ther financial Insruments mandatarily hald at fair valus through profii of loss:
Det securliies, lans and advances 11 13z
Equity shares a6 23m
224 551
Met [23p2nse] INcome an=ing on assems and labiiiles desgnated a1 falr value through proflt or kes (1e2) (144}
Securities and other gains a1 407
B8 Other operating Income
018 2017
Em &m
Operang |ease remal Income 1,341 1,344
Ren@l Income fram Irvestmant propernies (nobe 23) - 1
Galns less keses an {“ﬂ:l[ﬁ.ﬂ of financlal asseis atfalr valus 'ITI'[I.E'I ather I:[HTI[H'E'IEI'ENE Income
(2017 avalabla-far-sale finandld asser) inots 36) 268 454
Liabillty managament - [14)
Share of resulis of N wrilres and assocdatss 5 2
Qther Incoma 929 655
Total other aperating Income 2,543 2,453
45
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2018 217
£m £m
St costs:
Salaries 2,379 2,540
Perfommance- based compensation 435 464
Soclal securly costs 330 343
Pereslons and other postretrement beneflt schemes (note 30] 63a 583
Resfructunng costs 247 2z
Other st cosls 444 466
4,573 4418
Pramises and equipment:
Rent and rates 364 364
Repalrs and malnenance 188 231
Qther 126 95
678 5= ]
Othear expersses:
Cammunicatons and data prooessing 1,116 aan
Advertising and promodon 192 207
Professional fees 230 31z
Qthar 673 7ol
2,211 2100
Depreciation and amorisation:
Depreciation of property, pam and aquipment (note 23) 1,845 1,939
Amorisaton of ather INEngIble assets (note 22) 500 353
2,340 2202
Impairment of goodwill Mo 21) - i1
Total aperaiing expenses, excluding regulaiary provislons 9,812 9,508
Reguiaty provisans
Faymeant pratectlon Insurance praviskon (note 32) 746 1,300
Othar regulstory provislons noe 32) 5&1 ‘ ‘ azaz
1,307 2122
Total operating expenses 11,119 11,630
The average Number of (ErS0Ns o 2 Neadcount basks employed by the Group durng the yaar was as follows:
2018 217
LK 71,017 72,644
Ovarseas TES a4
Total 71,786 73438
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10 Auditars’ ramunaration

Fees payabie to the Bank's auditars
During the yaar the audhors samed te following fees:

2018 17

£m £m

Fees payable for the aud 1 of the Bank's CUTent year annual report ' 38 3.5
Fass payable for ather sandces:

Audit of the Bark's subsldiaries pursuant o lagisladan 10.2 0.9

Other services supplied pUrsUant bo legisladan 1.5 23

Other services —audit-related fees - -

Taxatlon compllance serdces - -

Al aiher sErdces 0.l 1.4

Total Tees payable to the Bank's auditors 15.6 1.1

During the yaar ihe audioes Also earmed fees payabila by emites ouisda he consoiaed Lioyds Bank Graup In respect of te following:

2016 2017
£m &m
AuIE of e Group panskn schemes 0.1 0.1
Autics of Unconsniidatsd Cpen Ended Investmant Campanies managed by the Graup 01 0.3
Revlews of the Tinancial pasidon of colparaie and oier Lomavwers 0.4 0.2
Acquisitian dus diligence and ather work parfamed In respect of polendal venre caphal Invesments - 0.1
11 impalrment
Purchased
o originated
oredit-
Stage 1 Stage 2 Stage 3 impaied Towal
Em £m £m £m Em
Year ended 31 December 2018
Impact of Tarsfers benween sTagas (10} 18 A48 - 453
Othar changes In credht qually [ 23| 4| 545 69 577 |
Addifions (repayments) 19 @ 27 (68) (107)
Mithodalogy changss 71 i21)| 72 - (20)
oter fems 03| -1 36 | - 23|
Other tems Impacting the Impalment charge (aa) i11m) 680 - ars
Total Impairment (98) (101) 1,125 - 926
In respect af:
Loans and advances o banks [ 1] | -] ‘ — ‘ —] ‘ 1
Loars and SdVances to cUsIHTEs [ L] i53)| 1,129 - 1,011
Impalrment charge an drawn balances (6d) (63 1,128 - 1,012
Loan commitmants and financlal guarmness (20) (48) i) - i72)
Finaricial asseMs at falr value Though iner comprenensive Income (14) - - - (14)
Total Impalrment (98) (101} 1,125 - 926

The Group's Imparment change comipises the following |emes:

Transers befuwean Hages
The net Impact an the Impalment chargs of Tansiers batwaan s@Eges.

Other changes in cramt gualy
Changss In koss 2llowancs as 2 result of Movaments In risk parametars hat reflect changas In cusiomar qualty, but which have not resuiisd In 3 Tanster @ a

diterant siage. This dso comalns the Impact an the Impalrment charge as a result of write-offs and recoveries, whera the relaed kass allowancoes ars reassessed
1o refiact ulimate raalisable or recoverable value

Acdmitions [repapments)
Expected |oss allowances ane recognissd on ofgnadon of new |oans o funhier drawdowns of edsing faclifies. Repaymenis relate t the reduciion of loss

aliwances as a result of repaymems of outsanding balances.

a7
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11 Impalement {condnued)

Methodoigy changes
Imcrazse ar decraase In Impalment charge as a result of adusimenis o the models usad for expecied credlt loss calculatons, as ether changes ta tha mode
Inputs {nsk parameders) of 10 the undertying assumpdons.

2017
Em
Impairmer [osses on leans and recsivabies:
Loans and advances o cUSKmEs [51=11
Debt sacuties classified as lcars and recetvables {6}
Totadl Impalment Ioss2s on loare and recelvables 680
Impalrment of avallable-Tor-5ale financlal assets L3
Other credit sk provislans (i=]]
Tatal Impairment chargsd to the Income stabament EBT
Miwerneris In the Group's Impalrmen alowanoes ane shown (N note 18
12 Taxation
a Analysls of tax expanse for the year
2018 2017
£m Em
UK corparadan tax:
Cument t2 on proft for the year (1,222) {1,103}
Ad|ustmants In respect of prior years {10} 119
(1,232) (084}
Fareign @:x:
CUITEN 2% on profit for ihe year [24) 140}
Adjustments In respect of prior years - 11
(24) iZ9)
CLTent L2y expense (1,256) (1,013}
Deeferred 132 (note 31):
Cumrert year (240) [511)
Adjustmiants In respact of prar years L (7B}
(241) (GET)
Tax expense (1487) 1,602}

b Factors affecting the tax expense for the year
The UK colpo@don @ rate for e yaar was 19.0 per oant (2017: 19.25 per cenf). An eplanation of the reladonship between 1ax expansa and accouning
prafit Is 5at aut belaw:

2018 17

Em Em

Prafit betone @y from cominuing operatians 4,929 5,035
UK corparadan 1ax thereon [@3n [S68]
Impact of surcharge on banking profhs 420 [452]
Remeasurament of deferred (2 due 1o rate changss 18 211
Nan-deductible costs: conduct changes (101} [ZaT7]
Other non-deductible omsts 74 (501
Nan-iasabie Income 25 28
Tax-sxampt gans on disposals 11 109
[Derecognitian) racognidon of losses that arose In priar years = -
Differances In overseas 1ax [ies 1 (111
Adjustments In respect of prior years (11} 52
Tax effect of share of results of |oint vermures - (11
Tax expanse on profit from continuing oparations (1,487) [1,602)
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13 Dbposal group
A1 31 Dacember 2017, the Group clxssifiad the azsets and llabilides of the Scomish Widows Group as a held-for-5ake dizposal group on the bacls tat a sake of
15 aperatlons 1 Its uldmate holding comparry, Liayds Banking Group plo, was sxpected [ ooour whhin 12 monihes; 1his sale completsd In May 2018

The Group has nof recognized any Impalment r=ating 1o disposal groups classified as held for sale during 2017 or 20148.

Scolsh Widows representsd the emirety of the Group's Insurance busiress and consagquently these operations have been classfed as discominued and the
prafit after @x from tess acthdthes reparied as 2 single line an the Group's INCom e staement.

In order o faliy reflect 1he results and Ananclal podtian of the Group's cominuing opsratons and Its discominued aperations, Tarsactions that he cominuing
apefatiors have with the discomiinued operatkans are reported on the rlevant line In the Group's Income siatement of balance sheet, with the maiching
transactian similarky reparied In the discominued operations INcome sEEMent o balance sheet whhin the Group's disposal group. All such Tansacions Tully
diminate witin 1he Group's sEMDY corsolldation and thare s no et impact on profit before T2 or equity.

(1) Income statemant
The results of the dscontinued cparatons are as Tollows:

2018 27
E million £ million
Imerest and slmillar Income 14 228
Imerest and similar axpenss 3 [1,541]
Net Interast Income 11 (1,313
Faa ard commizskan Income 106 373
Faa and commission exXperse (180 §553)
Met fee and commisslon Income (74) {1aa)
Mgt rading Income (522 (a) below) (7900 10,977
IFELrance premium Income (See (D) bedow) 2,714 7830
Othar operating Incoma 205 0z
‘Other Income 2055 18,629
Total Incame 2 D56 17 51&
IreLrance dalms [see (o) Delow) (1,363) {15,675)
Total Income; net of Insurance clalms T3 1,938
Oparating expanses (333) =]
Trading surplus 370 943
Profit an dispasal of the discominued aperstons 1,010 -
Profit bafone tax 1,380 943
Taxatlon (66) {147
Profit after tax from dscomtinued operatlons 1,314 798
(@l Mef frading income
2018 217
£m £m
Farelgn exchange ransiatan gains 3l 130
Galrs an farelgn exchange ading ransacions - -
Total Tordlgn exchangs 3l 130
IrWesTmEnt property gairs a5 231
Securiles and ofher galres {5 below) (8] 10,616
Net trading Income [790) 10,577

Securhiles and ofher galres comprise net gains arkslng on assets and lablinles neld ac falr value through proftar loss and far r2ding as Tollows:

2018 2017
E£m £m

Met Income arlsing on assets designated at falr vaue dirough proflt or kes:
Detn sacunities, ans and advances (426) 9o0
Equlty shares (535) 9,556
Total net galrs arlsng on assets designated at fair value through prolle o kes (D61} 10,546
Met galres on financlal Instuments hekd far wading 95 70
Securities and other gains (BEE) 10,616

49
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13 Dpasal group (cominuad)
[{1}] fﬂSéFa']E‘E'ﬂ'Bﬁ‘m ncome

2018 217
£Em Em
LHe Insurance
GIIss premiums:
LHe and perslons 2,198 6,273
Anruhles ‘ 366 ‘ ‘ 1,082
2,564 7,365
Cesdad reinsurance premiums 73 {168}
et earned pramiumes 2481 T1&7
Non-Iifte Insurance
Mt earned pramiumes 223 T43
Total net earned premiums 2714 7,930
{c] MsWwance oalms
2018 2017
Ineerance claims comprise: £m £m
Lie Insurance and participating Investment contracts
Clams and surrenders (2, 7E8) [B, 508}
Change In Insurance and pardcipating Iméesiment comracts 1,533 [9,067)
Changs In non-panicipaing Imvesament conracs (73} 2,636
(1;,328) {15,1.29)
Ransurers’ share BE 35
[1,242) {15,094)
Change In uraliacaed surplus 14 (L4
Total Ife Imsurance and particlpating Imeestment contracts (1;,228) (15,241
Naon-Iife Insurance
Total nondife Irsurance clalms, net of reinsurance {135} {337
Total Insurance claims (1,363) {15,578)
LHe Irsurance and partidpadng Invesiment conTacls gross Clalms and sumenders can also be analysed as Tollows:
Deats (267) (BF5)
Maurhles (303) 1,280}
Sumanders [1,73) [5,67d)
Anruies (336) (9B5)
ather (5@) (2B84)
Total Ife Imsurance gnoss clalms and surrenders (2, TEE) (B, B9E)
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13 Dispasal group (cominuad)
[2) Balance sheet

The assets and llabllties of the dispoasal group at 31 Decamber 2017 wena as follows:

217
E millicn
Amets
FInancal asseis at fair value through profit o loss [zae (2) Delow) 125,051
Deflvadyve finandal Irsruments 3465
Loars and advances o banks 2,337
[Cus from fellow Liayds Barking Eroup urdanakings 1,721 |
Finandlal asseis hald at amorlssd cost 4,058
Goodwll 1,E36
value of Infarce business 4,639
Othar Intanglble asset 169
Praperty, plant and equipment 3,655
Delerned 12 assers 1
Qther asse1s 11,163
Total assets of disposal group 154,227
2017
E millien
Liablifties
Depsasits from barks 916
Due 2 keliow Lioyds Banking Group undertakings 2,063
Dervadve finandlal InsTuments 3,147
Dbt secundes In ssue 1,704
Liabilides artsing fram Insurance coniracts and panidpating Invesiment conmacts 103,434
Liatilides artsing from non-pardclpating Irmvestment commds 15,447
Other labililes 16,049
Reatiremert benath abligations 7
Cumrent tax llablltes 187
Deferred 122 llabilldes 23
Other provislons 236
Sutordinaied llablites 2,345
Tatal Habillities of disposal group 146 518
(&) Financial aseels af fak vae through prodlt or i0ss
17
£m
Debt securides:
GOWBMment securides 11,259
Other public sactor securtiles 1,527
Assat-backad securthes.
Morgage-tackad securies 211
Oher assed-backed securides 7 6Bl
Caorparaie and other detnt secunties 18,194
Tofal debi securdes 3B.ETZ
Eulty shares 85,173
Total Pinancial sssets ot talr value through profit or loss 125,051

51
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The Grup The Bank
2018 2017 2018 17
£m £m £m Em
Trading asseE 19462 42 830 19,420 42 839
Other financlal asses mandatorly at falr vale
1hrough profit of loss 3,784 2 T8 1,423 1,138
Tatal 23,256 45,608 20,843 43,577
These as521s ane mFﬂEﬂ a5 fallows:
The: Group The Bark
2018 2017 2018 patliy
Crther
firandal Cher finarcial financia Chher financial
armets 2sseks asmts assets
mandatoriy mardaionly st mardatority mandatnrily at
at fair wlue farvalue art far vale {air value
Trading, through profit Tading through profic Trading, through profit Treding through proit
asmets of loes mssels or boss m or loss sy o s
£Em £m Em £m £m £m £m £m
Loans and advances o CUSKmes 16,891 3120 30,6568 - 16,881 859 30,568 -
Loans and advances oo banks 236 - 1,614 - 236 - 1,614 -
Dbt secudes:
Gowemment =ecurtles 2,283 - 9,836 928 2,283 - 9,634 928
Other public secior securhles - - - - - - - -
Bank and bulkding soclety cerdficates of deposit - - - 22 - - - -
Asset-hacked sacuriles:
Mangape-hacked sacurties - - 189 - - - 189 -
Oiher asser-backed securldes 20 - 95 - - - 95 -
Carporate and ofher debt secuides 22 518 528 1,560 - 518 | 539 210
2,335 518 10,648 2710 2,293 518 10,657 1138
Enulty shiares - 156 - 50 - & - -
Trazsury bills and oder bills - - - 18 - - - -
Total 19462 3,794 42,630 2,778 19,420 1423 42,839 1138

Al 31 December 2018 £4,248 milllon {2017: £11,%45 milllon) of trading and other inanclal assets ar fair value hirough profit of oss o the Group and
£3030 milllon {2017 £11,395 milllen) of e Bank had a contraciual resldual maturity of greacsr than one yaar,

Far amaurs Includad awree which ara sUbject 10 repunchase and reverse repuchase agresmenis 582 e 44.
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The falrvalues and nodonal amounis of derfvathve InsiNUmMEnts are 5t alt 0 the fallawing 1able:
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2018 27
Comtract! Corntracty
notional Fairvalus Fair value notional Fair value Fair value
amourt et libilities amourk s limbifties
The Graup Em Em £Em Em Em Em
Trading
Exchangs rate conracts:
Spat, Torwards and fuiures 22,422 797 710 25,736 1,001 751
CUITErCYy svaps 155,993 2,419 1,401 226,572 3414 3,531
aptians purchased 2,596 64 - 8,191 5an -
Qptians wrhten 2,590 - 64 6,584 | - 627
183,601 3,280 2,175 267,183 4,895 4,009
IMieFast rate Comracts:
IrMerest FA1e Svaps 1,903,166 6,311 7071 2,254,135 14,566 14,476
Farward rae agresments 97,140 4 5 238,757 5 1
Optlns purchassd 7,982 124 - 30,343 1,912 -
Opitlans wrliten 6,847 - 141 32,817 - 2,378
Futures - - - 33,450 | 1 z
2,015,135 6,439 7217 2,591,182 16,464 16,857
Credic derivatives 3,330 22 31 4,264 77 41&
Equity and other comracts 1,563 69 381 5,515 (=13 653
Tiotal denvative assetsdlabiities hald for trading 2,203,629 9,810 o.804 2,868,144 22,252 22,835
Hesdging
Deflvatves designaiad as far value hadges:
CI0ES CUNTENCY SWaps 430 3 29 1,327 10 36
Irniarest rate swaps (ncluding swap opilons) 150,971 947 1a7 114,045 1,164 B57
151,461 950 216 115,372 1,183 EO5
Deflvatves deslgnaiad as cash Tiow hadges.
Cross CUrrency swaps 8,024 175 47 7,310 120 114
IFriErest rate SWaps 556,945 358 844 549,080 | a7 1,055
Futres - - - 73,351 | - -
564,969 533 asl 630,360 77 1168
Total denvative assetsdlabiiities held for
hedging 716,430 1,483 1,107 745,732 1,900 1,864
Total recognised dertvative assetsllablities 2,920,059 11,293 10,911 3,613,876 24,152 24,693

The natianal amaunt of the conTact does nat repesent the Group's real expasure 1 credit sk which |5 imited 10 the curment oot of replacing conTacs with a
poshive value o the Sroup should the counterparty default. To reduce credi risk tha Group LEes a varety of credit enhancement echnlgues such as neting and
collaeralisatlon, where securhy |5 provided against the exposure. Furthar detalls are provided In note 47 Credt risk
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15 Denvative financial Imstrumants (cominusd)
The Group hakds derivaiives a5 part of hea following sirasges.

- CLELOMET oriven, whens oerlvathvas are Neld as part of the prowislon of risk Management products 1 GIoUp cUsDomers,

- Tomanage and hedge the Group's Imerest rats and farelgn exchange sk aldng from normal banking business. The hedge accoundng STategy adopeed by
1he Eroup ks 1o udlls: 8 combinadon of fair value and cash Tow Nedge approaches as described In noe 47; and

~ Dervatves held In pollcyholoers funds &= pamited by the Imwsment sTaiegies of hosa funds.

The principal denvaives used by he Group are s Tollws.:

— Interest raie related commacts InCiude Interest rate swaps, forward raie agresments and apdans. An IMerest rate swap IS an agresment Detveen two partes m
exchangs fived and foadng Imerest paymers, based upon Intsrest raies defined In the conmact, whhout the exchange of the undenying principal
amounts. Forward rate agresments are conmacts far the payment of the dierence betwasn a specified @ie of Interest and a referenoa rats, applled 10 a notlanal
principal amount at a specic date In 1he future. An Imerest rate opdon ghees the buyer, on payment of a premium, the right, DUt not the coligation, o 1k the
rate af Imerest an & TulLre [oan of deposlt, far @ specified perod and commencing an a spectiad futre date.

- Exchange rate ralaed commacis Indude forward foralign exchange comracts, curency swaps and opdons. A forwand farel gn exchange conract s an agreemeant
10 buy or sl a specified amount of Torsgn cumancy on a specified fuiure date at an agreed raie. Currency swaps generally irvolve the eschange of Inbenest
payment abligations denominaed In diferert cumancles; the exchangs of principal can be national ar aciual. A& curency ofrilon gives the buyer, an payment
of a premium, the right, but not e obllgatian, o s&l specifed amourts of currancy at agreed raes of exchangs on ar befors a spescified fuiune dae.

- Credit dervadves, prindpaly credit default swaps, are used by the Group as part o fis rading actvity and 10 manage It own expasure o credt dsk. A
cradit detault swap |5 a swap In which one COUMIeIpany receives a premium at pre-set imervals In conskleratlion Tor guaramesing to make a specic payment
shauld a negative credit event 1ke place.

- Equity dervadves are alsa used by the Group as part of Its equity-based reiall product aciivity 10 ellminate the Group's eposwre o uciuadons In vadous
Imemadcnal siock exchangs Indces. Indexdinkad equity opdons are purchased which gve the Group he right, but nat the cbilgadan, 10 buy or sal a spedified
amount of equides, or baskat of equiles, In the form of published Indices on or before 2 spacifisd TUire date.

De@lls of the Group’s Nedging IMSTUMENCS e SBC UL Delow:

Maturity
Up to 1 morth 1-3 months 412 months 1.5 years Ower 3 years Total
The Group - 31 December 2018 Em Em Em £m Em Em
Falr walue hedges
Arterest rafe
CT0SS CUMBNCY SWap
Natlonal - 36 - 283 171 430
Average flad Interest rans - 4.82% - 5.8@% 4.44%
Average EURUSD exchange rate - - - L13 -
Average USDYGEBP exchange rate - - - 130 -
Average NOH/MGEP exchangs rae - 9.22 - 8.19 8.08
IMErest rate swWap
Natlonal 393 417 32,876 86,451 30,834 150,871
Averaga fuad Interest rans 1.38% 2.06% L.65% 1.75% 2.98%
Cash Mow hedges
Forelgn exchange
Cumency swap
Iatlonal 67 - 542 1,412 5,903 8,024
Average USDVEUR exchange rate L15 - L.14 L1D 0.00
Averaga USDYGEP exchange rate - - 1.28 121 1.28
Aderast rare
Irerest rate swap
Nailonal 4,674 11,204 66,312 282,712 181,843 556,945
Averaga Mead Intenest rans L.47% 1.03% 0.99% 1.46% 1.85%
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15 Denvative financial Imstrumants (cominusd)
The camying amauns of e Group's hedgIng INSIIMEs ara as Tollows:

Camying amount of the hedging instument

Changes in fair
value uezd for
Contractinotonal :dfﬁm
amount Bzmts Liabilities 0D
The Group - 31 December 2018 Em £m Em Em
Falr value hedges
Arderest rafe
CUITEncy swaps 430 3 29 (1o
Imerest rate swaps 150,871 247 187 135
Cash Now hedges
Fovelgn exchange
CUMENCY SwWapes 8,024 175 a7 104
Arderest rafe
Imerest rate swaps 556,545 358 L) 7as)
All amounts are held whhin derlvadve inancial Instmems.
Thie Graup's Nedged NBms ane &5 falkaws:
. An:umuh'lzl:l amount of fair U'unr in
Carrying, urrﬂ;tduf; wlmad]mr;tzltdmﬁ . 'hr;l:f;f Mﬂ::r:?;‘:um":ﬂ
i s
aEmmmEnt Comtiruing  Discontinued
Bssets Liabifties Asnets Liabilities (YT} hed H
The Group - 31 December 2018 Em Em Em Em Em E hEIiEn
[Falr walue hedges
rderest rate
Flxed raie morigagest 53,136 - [45) - (173)
Flxed raie |ssuance? - 44,009 - 1,545 750
Flxed rate bomawings® - 6,528 - (103) 12
Flxed rate bonds® 23,285 - 232 - (666)
Cash Mow hedges
Fovelgn exchange
Forelgn curmency Issuanoe’ (a0) 12 266
Customar deposis® (62) 70 a)
rderest rate
Customer kans® 478 BED 259
Canmal bank balances® (18) ED 20
Cusiomer deposls® {131) (8 7
1 Included within bzares and advances 4o cusiomers.
2 Included within debi s=curibes in issue.
3 Included within amouns due 4o felow Uoyds Banking Group underiskings.
4 Included within firancial ssesis a1 {sir value thrugh ather compre hensive income.
5§ Included within customer depasits.
& Included within cash ard balances af ceniral banks.

The accumulaied amount of far value edge ad|Usments remalning in 1he balanoe sheet for nedged IEms hat have ceazed 10 be adusted for Nedging gains
and Ioszes 15 a labliy of £158 milllon.
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15 Denvative financial Instruments {cominusd)
Galre and kreses ansing Trom hedge asocoundng ae summansed as lows.

Amounts rechesifie d from resenves &
income stabement as:
Gain (Joss) Heslge: Income statement
recognizsd in other ineffectivere s H iem line item that
comprehereive  recognised inthe  affected income indudes redassified
income income stabementt statement amount
The Group - 31 Decamber 2018 £m Em Em
Falr walue hedges
Arderest rate
Flxed rate morigages 106
Flxed rame ssuance 33)
Flxed rae bamowings ]
Flxed rate bonds 27
Cash Mow hedges
Forelgn exchange
Forelgn curmency Issuanoea @31 - (T1)  Inferest axpenss
Cusiomar deposls 22 2 [32)  Inferest axpenss
Arderest rafe
Cusiomear lnans (435) [ (467T) Imarest Income
Canmal bank balarces (53] (5] (52) Irarest Income
Cusiomear deposls [49) (1) (69)  Inferest axpenss

1 Hedge insHectiveress is inchaded in the income stri=ment within ret irsding income.

There were no forecast ransactons Tor which cash fiow hedges accourning had to cease In 2018 a5 2 result of the highly probabie cash Tiows no longar belng
apectad 0D Q0O

Hedga Ineffacthvensass 15 Included In the income siatemeant whhin net rRdng Incame.

A131 December 2018 £9,861 milllan of meal recognized dertvatve asses of the Group and £9,665 milllon of wial recogrised dafvabve laollides of the Group
[2017: £21,654 milllon of asses and £20,505 million of llabilides) had a comraciual residuad maturity of greater han one year.

2018 2017
Comtract/ Caoriract
notional Fairvalus Fair value nctiznal Fair valus Fair valus
amourt et lisbilities amourk st lizki ez
The Bank £m £m £m £m Em £m
Trading
E’;G"'Ii.l'#I 3 conracs:
Spat, Torwands and fuinres 19,965 573 T06 28,359 916 ang
Cumency swaps 186,701 3,003 2,068 255,181 3,208 3,064
Optians purchassd 2,596 64 - a,080 574 | -
Opikans writen 2,580 - 64 6,560 | -1 G625
211,852 3,640 2838 208,230 5,308 5,388
IMErest rate Ccomracts:
IMerest raie sWaps 2,463 556 11,062 10,123 2822741 18,294 17,787
Fanward rae agresments 103,654 3 & 242787 G 2
Optlans purchased 8,224 125 - 30,456 1,327 -
Opikans writen 6,856 - 152 31,952 11| 2,245
Fumures - - - 92,126 1 2
2,582,290 11,182 10,281 3,220,172 20,139 20,038
Credit deflvathies 6775 99 13 5,801 118 443
Enquity and ather comracts 1,471 it} 57 5,541 335 311
Total defvative assetsdlabliities held for trading 2,802,388 14,988 13,231 3,520,744 25,980 26,1 BE
Hedging
Deilvatves designaied as fair valus hedgas:
CIOSE CLMENCY SWaps I 430 I 3 29 ‘ 1,327 19 | 38
IMMier st rate Swaps (Including SWap optians) 153,223 385 1,256 120,076 712 | 2,008
153,713 3aa 1,285 121,403 73l 2,046
Derlvadves designated as cash fiow hadges:
CUEncy swWaps 541 15 1 - - -
IMErest raie sWaps 145,018 29 29 127,228 43 | 33
FuMLIrES - - - 14,585 | -] -
146,559 S 30 142 213 43 33
Total defvative assetsdlabliities held for hadging 300,272 432 1,315 263,616 TTd 2,073
Total recopgnised derivative assetsliablities 3,102,660 15,431 14,546 3,703,360 26,764 25,267
B
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De@lls of tha Bank's hadging Insinumants are Set alt below.

Maturity
Up to 1 morth 1-3 months 412 months 1.5 years Ower 3 years Total
The Bank— 31 December 2018 Em £Em £m £m £m £m
Falr value hesdges
Andmrest rafe
Cross CUTBNCY Swap
Matlonal - 6 - 283 171 4590
Averaga flxad Imerest rate - 4.82% - 5.88% 4.44%
Averaga EUR/LSD exchiange rats - - - 113 -
Aweraga USDVGEP exchange ra - - - 130 -
Averaga NOK/GEP exchangs raie - 9,22 - 815 0.03
IMerest rale swap
Natlonal A58 421 33,667 87,350 31,327 153,223
Averaga flead Imensst rate 1.33% 2.08% L.72% L78% 2.87%
Cash NMow hedges
Foredgn exchange
Cumency swap
Natlonal - - 280 261 - 541
Averaga USDVEUR exchiange rate - - L.12 L.10 -
Averaga USDYGEP exchange rate - - - 1.42 -
Armrest rafe
Irmerest rate swap
Matlonal 1,199 4,170 16,6853 75,609 48,387 146,018
Averaga fead Imersst rags 1.33% 1.52% 1.57% LE9% 2.15%
The camying amaounts of the Bank's hedging Imsrumernis are as Tollows:
Camying amount of the hedging instument
g el o
cacubsting hedge
Contractinetonal ineffe ctvere
amaLnt Bumete Liahilitis (D)
The Bank— 31 December 2018 Em
Falr value hesdges
idayrest rate
CUITEnCy swaps 480 3 29 (10}
Imerest rate swaps 153,223 385 1,256 272
Cash NMow hedges
Foredgn exchange
CUITENCY swaps 541 15 1 41
idayrest rate
Imarest rae swaps 148,018 29 29 (389
Al amounits are held whhin dertvadyve Ananclal Insmens.
&7
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15 Dervatve Mnanclal Imstrumets {cominusd)
The Bank's hadged hems are s fallows:

Change in
fair value of
. An:umuh'lzﬁl ameunt of fair mn::r‘
Carryirg, um;tdﬂ; valu= adj I-utj:uimﬁ P Mfz;ﬁ:umrr:ﬁ
Comtiruing  Discontinued
Bty Liabikties Bty Liabilities hied H
The Bank— 31 December 2018 £m £m Em £m £m E HEn
Falr value hedges
irdmrest rafe
Flusd raie ssuance’ - 34,881 - 79l 334
Flxed rate bamowings? - 6,528 - (103) 12
Flxsd rate bonds® 23,105 - 232 - (BEE)
Cash Now hedges
Fovelgn exchange
Forslgn currency Issuance® [41) 11 26
idarest rafe
Customer lans® 3ITE Rz 620
Caniral bank balances® (a7 B3 -
Customear deposis? m [14) (9
1 Included within debt securites in issue.
2 Included within amours due 4o felow Loyds Banking Group urderiskings.
3 Included within francial asseis ot {air value through ather compre hensive inoome.
4 Included within ksans and advances 4o customers.
5 Included within cash and balanoes ol centrzl banks.
& Included within customer deposits.

The accumulaied amoun of far value edge ad|usments remalning In 1he balance sheet Tor nedged IEms hat have csased 10 be adjusted for Nedging gains
and losses |s an asser of £54 millian.

Galre and kreses ansing Trom hedge asocoundng ae summansed as lows.

Amaunts reclesified from ressves
rcome statement as:

Gain (Joss) Heslge: Incame statsment
recognized in other ineffectivere s H iem line item that
oomprehersive  recognized inthe  affected income indudes redas sified
inmme income stabemert statement amount
The Bank— 31 December 2018 £m £m £m
Falr walue hedges
irdmrest rafe
Flxedd rate Issuance (33)
Flxed rae bamowings 2
Flxed rate bands 27
Cash Now hedges
Forelgn exchange
Forelgn currency Issuanca 40 - (1) Intersst aypenss
idarest rafe
Cusiomar kans (S0 @37 (S6T) Irniarest Incame
Canrral hank balarces a3 15 (67) Iriarest Incame
Cusiomear deposs a 1 7 INEFEst axpenss

1 Hedge insfectiveress is inchuded in the income strisment within net interest income.

There were no farecast rarsacons Tor which cash flow hedge accouming had to cease In 2013 as a result of the highly probable cash flows na lomgar belng
axpEched [ 00Ul

A1Z] December 2018 £13,%3E milllon of 0@l recognisad dertvaihes =512 of the Bank and £1.3,203 milllen of wial recognized dervaiiva llabilides of the Bank
(2017 £24,005 milllcn of asses and £24,383 million of llakilides) had a comraciual resldua maiurity of greaer than one year.
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16 Financlal sssets st amortised cost

1) The Graup
A. Loans and advances to customers

Purdhassd
or origirated
hﬁ}. E‘hpﬂi EqE: :ruirt-rnp:lﬁ TE
131 Dacember 2017 467,750
AdJustmant an adeption of IFAS 9 (rite 503 (3,578}
AT1 January 2018 403,881 37,245 5073 17,573 464,172
Exchangs and odher maverments TET {12) 65 - a40
AItons (rapayments) 28,156 (2,128 (1,746) (2,608 21,673
Transters t Sags 1 19,521 (19,498] (23) -
Transters f Siaga 2 | nsg7se) | 15989 | (253) | -
Transters to Stags 3 | nemny (22200 | 4,191 [ -
1,814 (5,729) 3,915 -
Recaveries - - 552 27 579
Disposal of businessss {13,670 (4,068] {884) - nag22
Financial asse(s (at Nave basn writen off durng te year (1,578 - (1,578)
At 31 December 2018 420,968 25,308 5,387 15381 467,064
Allowanca for Impalrment lossas {518) @a2) 1432 (78 (3,020
Tatal [0aN5 SN0 IOVANCES 10 CUSTOMErs 420450 24,316 3,965 15313 464,044

Stags 2 balances sNow 2 [arge reducdon In the year langsly as a result of the refinements t the transter critera approach In morgEages. Thers ks alsoa reductian
from the disposal of the Iish mangags portialk and the transfer of assets 10 Lioyds Bank Corparate Markets plc ogethar whh Improvements In cradit quallty.

B. Loans and advances o banks

Purchased
w orgeeted
hﬁ}. E‘hpﬂi EqE: :ruirt-rnp:lﬁ TE
At 31 Dacember 2017 4,274
Adjustmant an adopiion of IFRS 9 (nate 503 (00
Al January 2018 4,182 2 - - 4,184
Exchange and oiher mavements 58 - - - 58
Addltons [repayments) 1,503 - - - 1,503
[isposal of buElnesses. 2,052) - - - (2,052)
At 31 December 2018 3,691 2 - - 3,693
Allowance for Impalrment lossas (1) - - - (1
Total loans and advances to banks 3,680 2 - - 3,682
C. Debt securities
Purchassd
o origirated
h&i Ehglﬂi EHE;: :ruirt-l'np!l; TE
A1 31 December 2017 3,637
Adustmeant an adepiion of IFRS 9 (nate 503 (329)
A1l Jaruary 2018 3,308 - 3 - 3,308
Exchangs and oder mavements (103) - - - (103)
Addldons (repaymencs) 1,897 - - - 1,897
Finandal asseis that have basn writen off durng the year - - {1y - {1}
[isposal of buElnesses ) - - - (4
At 31 December 2018 5,085 - 2 - 5,097
Allowance for Impalrment lossas - - (2) - (2
Total debt sacuritles 5,085 - - - 5,085
Due fram fellow Lioyds Banking Group underakings 1,878 - - - 1878
Total Tinanclal assets at amortlsed cost 431,113 H,.HBI 3,965 15,313 474,709

Translers of a55es betwesn siages ana deemed 1o take place a1 ha start of the year All DINEr MaVements In the value of the 23ss1are deemed 10 12ke place witin
1he Stage under which hat 25581 |5 raported 2t the and of he year.
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2) The Bank
A, Loans and advances to customers
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Stage 1 Stage 2 Stage 3 Total
£m £m £m £m

At 3] December 2017 171815
Adjustment an adoptlon of IFRS 9 {note 50 (226)
A1l January 2018 156,827 12,150 2,712 171,689
Exchange and ofher movements &79 - - 679
Addldons [repayments) 15,676 (1,159) (900 13,617
Transters to Sage 1 7,763 (F,FE1) (12) -
Transters to Siage 2 {8,235 BASE | | (215 -
Transiars ro Siaga 3 {1,103) (678) 1,781 -

(1,579) 28 1,550 -
Reoverkes 187 187
Disposal of businesses [11,224) (14) (2900  (11,528)
Finandlal assefs that have basn writen off durng the year (B0 (805)
At 31 December 2018 160,379 11,006 2,464 173,849
Allowance for Impalrment lossas (208) (502) (B23) (1,534)
Total leans and advances to customers 160,170 10,504 1,641 172,315
1 Includes 1he effect of the change in tanster crieia 2ppreach for montgeges.
B. Loans and advances to banks

Smpl  Swer2 gl o
At 3] Dacember 2017 3611
Adjustment an adoptlon of IFRS 9 {note 50) {85)
Atl January 2018 3,526 - - 3,526
Exchangs and ofier Mavements 48 - - 43
Addlons [Fepayments) 1,568 - - 1,569
Disposal of businesses (1,985) - - [L,989)
At 31 December 2018 3,154 - - 3,154
Allpwance for Impalrment losses (1) - - 1)
Total loans and advances to banks 3,153 - - 3,153
€. Debt securities

hﬂlﬂ% Eﬂeﬁ Stage 3 TE
At 3l December 2017 3,182
Adjusiment an adoptlon of IFRS 9 {note 50 -
A1 January 2018 3,182 - - 3,182
Exchange and ofer movements [251) - - [251)
Addldons [repayments) 2,028 - - 2,029
At 3] December 2018 4,960 - - 4,960
Allowance for Impalrment lossas - - - -
Total debt sacurltles 4,560 - - 4,960
Due from fellow Lioyds Banking Group undertakings 153,585 - - 153585
Total financial assets at amortised cost 321,868 10,504 1,641 334,013

Transtars betsesn STAEES are daamed [ Nave @ken pace a1 the sian of the repaning perod, with Al aiher movamenms shown In the SEge N which e asset k&
held at 31 Decsmbar, with the excepdon of tase held whhin Purchased or orlginaied credh-impalred, which ane not ransferable

Met Increase and decrease N balances comprise new nans ofgnated and repayments of outstanding balances troughaut te reporing pedod. Loans which
are writen off In the period are i rRnsfemed to Stage 3 bafore acquiring a full allowance and SUbsequent writ-off.

Al 31 December 2018 £377,152 millon {2017 £385,334 milllon) of lcans and advances 10 CUsMers of the Group and £109,015 millkon

[2017: £116,830 milllon) of the Bank had a conmaciual reskiual maiurty of grazier than one year,

Far amaums Incuded abowe whilkch are sUBJaCT o reverse repuchase agreemeants sas note 44,
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17 Finance lease recelvables

The Graup's finance leasa recelvables are classifiad as laans and advances 10 CUSmeEs and aciounted far atamantsed cost. The balance s analysed as fall ows:

The Group The Eznk
N18 W17 2018 w17
£m £m £m Em
GIass Investmeant In finance leases, recefvabie:
Mot laker than 1 year 480 &80 121 129
Later than 1 waar and nat later than 5 years 1,347 1,106 128 218
Later than & yaars 7 1,053 - 142
2,684 2 B39 249 439
Uneamed fubure finance Income on finance leases (576 592 6] [&d)
Renals recelved In advance 22} (53] (433 17
et Investment In finance lass 1,686 2094 194 A0
The Graup The Eank
2018 217 2018 217
£m £m £m £m
Nat [ater than 1 year 320 SdE 93 117
Later than 1 yaar and ndt [acer than § years 1,053 BET 101 197
Later than 5 years 313 661 - 90
Net Investment In finance leases 1,686 2034 194 404

Equipment lgased o cusiomers under finance leases primanly relates o srucoured Ninancing TRnsacions 1o fund the purchase of arcraf, ships and other lange
Indisidual value lems. During 2017 and 2018 no condngent rentals In respect of Nnance leases wane recognissd In e INcome s@EMent. There was an
aliowance for uncolleciable finance kease recalvables Included In the allowancs for Impalrment losses far the Group of £1 milllan (201 7: £nill).

&l

356/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Motes to the accounts

18 Allowance for Impalrment losses
Analysls of movernent In tha allowance far Impalment lossss by Stags.

Purchassd
or originaied
Stoge 1 Stage 2 Staged creditimprined Tatal
The Group &n Em £m Em £m
I respect of orawn batances
Balance &t 31 December 2017 2,138
Adjusiment an adepilon of IFAS 9 (nate 50) 1,026
Balance a1 1 JanuaryZEIlE 540 [r]J? I'I".'EE 32 !rl.
Exchiange and oifier adjustments 1 - 118 - 118
Transters to Sage 1 304 {299) (] =
Transtars to Stags 2 145) 85 (38 -
Transters to Sage 3 {3z 1131} 163 -
Impact of Tansfers between siages (231) 368 Iza a1
(5 7 443 461
OMhar NBms charged [ Th INCome STAEment (58] mi:| 626 | | - 51
Chargs 1o the Income siaiement [noee 11) (54) (53 1,129 - 1,012
Advances wiitisn off {1,579 - (1,579
Disposal of businessest (@) (102) (183) - (293)
Recoverles of achances writen off In prevous yaars 552 27 579
Discaun umwind {58 18 {39
At3] December 2018 518 5oz 1,434 78 3,023
I ESPECt of LCVaWD bElances
Balance a1 31 December 2017 30
AdJustment an adeption af IFAS 9 (rate 503 243
Balance at 1 January 2018 147 126 - - 73
Exchangs and ciher ad|usmments [{:}] [18) 10 - (11
Transters to Sags 1 ET] (28] = =
Transters ta Siaga 2 (6 & - -
Transters to Sage 3 I (5 7 -
Impact of rarsfers between siages (25) 22 = )
(5) (5) 2 )
Qihar flems charged o ihe Income siaement | {18) (43) 6| | -1 (54)
Chargs to the INcome Statemant (200 [48) I - o
At31 December 2018 121 63 g - 150
Total 640 1,055 1,440 78 3,213
in respect of
Laans and advances o banks L - - - 1
Loans and advances [ cUSOMErs | 518 552 1432 | 78 3,020
Debx securlies | - - 2| -1 2
Financial 2ssefs at amartis=d cost 518 5oz 1,434 78 3,023
Frovislons In relatlon oo kaan commimments and financial BUarRnEes 121 ] [ - 190
Tatal 640 1,055 1,440 78 3,213
Expected credit koss In respect of financidl assets at fair valle through amher
mprﬁ'lm!u‘e Incame (Mmemorandum [Em) 1 - - - 1
1 Referts the tansfer of stz o Liopds Bank Comperale Markets phe and the sae of the Graup's Iish merigge portfalo.
The Group Incame sEIEment charge comprises:
Em
Drawn balances 1,012
Lndrawn balances 721
Financial assefs at falr value through ainer comprehensive Income (14
Total 26
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18 Allowance for Impalement lesses (condnued)

The Bk " e "im

I FESpECT of Crawn batances
Balance a1 31 December 2017 1111
Adjusimeant an adegilon of IFAS 9 (nate 503 517
Balance a1 1 January 2016 326 541 761 1,628
ExCchiangs and odier ad|usiments 8 - az 50
Transiers to Staga 1 138 | [138)| 2 | -]
Transters to Stags 2 22y | a3 21 | -1
Transters t Sags 3 ney | o4 83| | -1
Impact of rarsfers between siages 18y | 172 | 156 | | 212 |
(e 5 226 212
Oiher fiems charged o ihe Income siaement (54| | (4| FECRE 341 |
Charge o ihe Income siaEment (731 {33 665 553
Advanoes wiinen off (BO5) (B05)
Disposal of businesses’ 8 - ) (1o
Recaveries of acvances wrlien off In previus years 187 197
DiSCoUT Lwired (33 (33)
At31 December 2018 255 502 823 1,580
I FESDECT OF LCREwy balances
Balance at 31 December 2017 18
AdJusimant an adogiion af IFAS 9 (nae 503 106
Balance a1 1 January 2016 0 54 - 124
Exchange and ofher adjusments 1 = & )
Translars to Staga 1 12] | 2] =11 -1
Transters fa Siage 2 i3 | 3 - -
Transters to Siage 3 (13 | ﬁl. 3 -
IMpact of rarsfers batwesn Slagas a1 | 10| 3 | i
(2] ) - )
Other hemes charged oo the Income siatement :zn' [ :[z:' (k)] [ m:'
Charge [ the INCoMe SEEmant (30 EY (3 (45)
At 31 December 2018 a1 3z 3 76
Tatal 286 534 826 1,656
i respect of:
Loans and advances i banks 1 - - 1
Loans and advances o cuskmers 208 | | 502 | B23 | 1534/
Due fram fellow Lioyds Banking Group undertakings a5 | - -1 as|
Financial asse(s ar amartised cost 255 502 823 1,580
Frovislons In relation oo kxan commioments and financial BuUarRneEes 41 32 3 76
Tatal 286 534 B26 1,656
Expecied credit kxss In respect of financial assefs at falr value through other comprehereshe
Incioma [memorandumi leem) 1 - - 1

1 Redects the transier of asseisia Liopds Bark Comporae Marests ple.

Transters betwwesn SIBEES are deemed [ Nave @ken place a1 the sian of the reponing percd, with al oiher movamerms shown In the SEge In whith the asset k&
heid at 31 December, with the axcapdon of thase hald whhin Purchased or odginated cradit-impalrsd, which are not rarsferable. As asses are ransemed
between siages, the resuling change In espected credit loss of £461 milllon for the Group and £212 milllon for the Bank for drawn balances, and £8 millkan
far the Group and £4 million for the Bank for undrawn balances, ks presented separately as Impacts of Tansfers betwesn stages, In the stage In which the
axpected credt loss ks recognised at the end of te repordng period.

Met Increase and decrease In balances comprise the movements In fe expected credit l0ss &= & result of New (oans orignated and repayments of oustEnding
balances thraughout the reporidng perlod. Loans which are wriiten off In the perod are first rarslerred o Stage 3 before acquiring a full alkowance and
subsequer write-off. Consequenily, recoverles on asseis previously wiiten-off alsa cocur In Stage 3 only.
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Far the pear ended 31 Dacamber 2017
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Leans and
advarces Dbt

o cusiarerns sepuriies Totd
The Group Em £m £m
Atl Jamuary 2017 2412 76 2 488
Exchange and oiher adjusments 127 23 104
Advancas wiiten off {1,499 44y (1,543)
Recoverles of aOvENCEs wiiten off In previous yaars 452 - 4E2
Limwinding, of discount (23] - (23)
Charge [release] 1 e Incame SEAement (nate 11) &06 L] (== 4}
At 3] December 2017 2,195 3 2,198
Lazns ard

adwaircss

o cusiomers

The Bark Em
Atl Jamuary 2017 1,036
Exchange and ciher ad|usimenis 12z
Advancas wiiten off (645}
Racoverles of aovances wrltien off In previous yaars 170
Urmvirding of discount {37
Charge (release] 1o the Income statement 465
At 3] Dacember 2017 1,111

Of the imal alkvwance In respect of loans and advances 10 CLsimers at 31 December 2017 of £1,767 million for the Group and £846 million for fie Bank
related oo lending Mat had been determined 1o be Impaired {elther Indvidually or on @ collectve basis) at that repordng dae.

O the tal allowance In respect of kans and advanoes o cusiomas at 31 December 2017 of £1,201 millon for the Group and £558 milllon for the Bank was

assassad on a colleclyve bass.

1% Financlal assets at falr value through other comprebenshe Income

The Group The Bank

31 December 2018 £m Em
Debi secunies:

GOVEMITENE securhies 18,971 18,831

Assethacked secu s 57| 5

Carparate and cifer debt securides 5,118 4,151

24,147 22,887

Trazury and oiher bills 221 221

Tatal financial assets at talr valus trough ot her comprenensive Income 24,368 23,208

A1 3] December 2018 £21,247 milllon of finandal asses i falr value through aher comprehansyve Income of the Group and £20, 198 milllion of fe Bank

had a comiraciual resldual manurity of greaier than one yaar.

All azse1s hawe bean assessad a1 513ge 1 a1 1 January and 21 December 20138,
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20 Awallable-for-53le financlal assets

The Group The Bank
31 Decamber 2017 En £m
Debt scuntizs:
GOVEMMENt securhles 34,708 34,571
Bank and bulking soclety certflcates of oepasit 167 | 167
Assethacked sacuilis. '
Marigage-hacksd securlies 1,156 | 1,129
Otfer assat-backed securiles 255 | 65
COIpOrate and oiher debt secunes 4615 | 5,871
40,901 41,503
Equlty shares ales 763
Total avallable-far-5al2 financlal assets 41,717 42,566

At3] December 2017 £35, 717 milllon of avallable-for-sale finandal asssts of the Group and £38,537 milllen of the Bank had a comraciual residual maturty
of greater than ane year.

21 Goodwill of the Group

2018 17

£m Em

ALl Jaruary 474 120
Acguisition of businesses - 302
Impalrment charged o the Income siatement (not 9 - @
At 31 December 474 474
G 828 28
Accumulaied Impalmment losses (354) [354)
At 31 December 474 474

1 For acquisitiors made prior o 1 January 2004, the deie of frarsition o IFRS, oost is included ret of amoums amostisad up o 31 Ceoember 2003,

The goodwill hald In the Group's balance sheet s tested at least annually Tor Impalment. For the purposes of Impairment esing the gooowill 1S allocatsd o the
appropriate cash ganerating unlt; of the total balanca of £474 milllon (2017 £474 milllon), £302 milllon, ar 64 per cent of the ol (201 7. £302 millon,
&4 par cant of the weal) has been allocaiad w Cands and £170 milllon, of 36 per cemt of the 0@l (2017: £170 millon, 36 per cent of the ©0@I) has been
allacaied 10 Mot Ainance, bah In the Group's Re@il division.

Thi recoverabla amount of the goodwill reladng to Motor Financs has also been based an 3 value In use calculaikon using pre-tax cash flow prajectians based
on financial budgses and plans approvad by MEnagament CVering a fve-year perlod and 2 discount /@ee of 14 par cant. The cash flows beyand 1he fve-yaar
penad e sxmapolacsd using a growth rae of 0.5 par cent which 00as not axceed tha |ong-term averags growth raies for hie marksts In which Moter Financs
partcipates. Management belleves that any reasanably passible changs In the kay as5umpdons abovwe wauld not cause tha recovarables amount of Mator Financs
Tz fal below 115 balance shest carrying value.

Thi recoverabla amount of the goodwill reladng 1o the Cards business has basn bassd on & value-In-use calculaiion using pre-tax cash flow prajectians based
on financial budgses and plans approved by MEnagament Cvering a fve-year perlod and 2 discount /@ee of 14 per cant. The cash flows beyand 1he five yaar
perad are sxrapolatsd UsINg & grawth rate of 0.5 per centwhich does nat sxceed e Iong-0erm average growih rates far e markets In which Cards panicipatss.

Managemeant belleves that any reasonably possible change In the key assumptons above would not cause the recoverable amount of the Cands business 1o fal
below the balance sheet camying value.
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The Group The Bank.
P e o s
Core depesit~ melation-  relaed  enhance- enbance.
Brands i les Ihﬂ! nbnghles ments Total memts
£m £m m £m £m £m £m
C{E{:
Atl Jamuary 2017 596 2,770 315 471 1,881 6,033 1,563
Acquidtian of businesses - - 702 - - T2 -
Addldons - - - - an4 B0 Tig
Disposats - - - - (24) (24) (1)
At 3] December 2017 556 2710 1,07 471 2,661 7,615 2,331
Transkars In - - - - 324 324 -
Addldons - - - - 1,020 1,020 arr
Disposals and wilte-offs - - (15} - (52) [67) 2]
Disposal of business (12) - - (421) [ 13] 479) -
At 3] December 2018 584 2,710 1,002 50 3,807 8,313 3,206
Accumulated amardsadan.
Atl Jamuary 2017 171 2,757 211 433 a4l 4,513 590
Charge for the year 22 13 44 19 2568 353 226
Disposaks - - - - (L7} [17] -
At 3] Dacember 2017 153 271 358 452 1,079 4,849 916
Transkrs In - - - - 117 117 -
Charge for the year [noge 51 23 - 7l 12 354 500 228
Disposaks and wiite-offs - - (15} - (3d) (49) -
Disposal of business (12) - - (414) - (4216) -
At 31 December 2018 204 2,770 411 50 1,566 49591 1, 2da
Balance shest amount 3t 31 December 2018 3a0 - 591 - 2,351 3322 2,062
Balance shest amount at 31 December 2017 403 - B62 19 1,682 2,666 1415

Included within brands above are assets of £360 milllon (2017: £330 milllon) that have basn delermined 1o hawve Indefinie useful Ives and are Not amordsad.
These brands use e Bank of Scoiland rame which nas been In edsience for over 300 years, These brands are well esiablished financlal services brands and
hena ara nd Indicatlons that tey should not hae an Indanie ussful lifs.

The purchased cradh card ralatonships reprasent te benefit ol racuming Income ganeraied from portfolos of credit cards purchased. The balance shest amount
at 31 Decambar 2018 |5 expected 10 ba amordsad over Is ramaning usalul ife of nine yaars.
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23 Property, plant and equipment

The Group The Bank.
prq:zm Hﬂﬂl; Equtpn?rmt IT:: T?“ P«-um; Equpm;ﬂ't -:E: TE
(st r valuatan: '
Atl January 2017 104 2,603 5,832 6, 206 14,745 1,675 5022 215 7,812
Exchangs and ciher ad|usimenis [1=}] (37} 5] [44) @5} 70 1 18] 53
Acquistion af businesses - 3 3 - G - 1 - 1
Addidons - To 382 2,262 2,714 45 360 - 406
Expendiiure on Imvesiment propertes (sse
bekonw) 23 - - - 23 - - - -
Disposaks {4 {776y (1,257 [1,656) {3,997 {165} {112} 871 [344]
At 3] Dacember 2017 50 1,763 5,055 6,528 13,386 1,626 6172 130 75248
Exchange and ofher adjusments - - - ] g 14 (1] 4 12
Addidons - 71 516 1,754 2,341 57 452 - 509
Expendiiure on Imvesiment propertes (sse
bekonw) 17 - - - 17 - - - -
Disposaks (32) (B3] (571} (1,538 (2,7a4) (422) (361} (134) (2a7)
Disposal of business - (11) (34) (111) (156) - - - -
At 31 December 2018 35 1,180 4, 66 6,642 12,823 1,275 6,267 - 7,542
Accumulated depreciation and Impalrment:
Atl Jamuary 2017 - 1,301 2,641 1,509 5,451 1,045 3,000 30 4,168
Exchangs and ciher ad|usimenis - ) [1m [(34) B2y GE 5 [15) 56
Depreciation change for te year - 12z Tiz 1,085 1,939 63 Gdd 1] 713
Disposals - §704) [1,245) [1,054) (3,004 §154) (107 - [261)
At 3] December 2017 - 711 2117 1,506 4,334 1,023 F 632 Z1 4,676
Exchangs and oiher adjusiments - - - 4 4 5 [4) - 1
Depreciation change for e year (nobe 9) - 121 713 1,015 1,845 62 639 2 703
Disposals - (628) (534) (595) (1,757 (403) (352) 23) F7a)
Disposal of business - (5) 26 =1) (122) - - - -
At 3] December 2018 - 189 2,210 1,839 4,308 AT 3,815 - 4,602
Balance shest amount at 31 December 2018 35 aa1 2,696 4, 803 8,515 Gaa 2,362 - 2,940
Balance shest amount at 31 Decamber 2017 50 1,052 2,938 5022 9,062 G603 2,540 109 3,252
Expendiure on IMwesment propertes |s comprised as follows:
2018 17
£m £m
Acquisltians of new properties 17 23
Aadidcnal expendhiure on exlsing proparties - -
17 23

The table above analyses mavements In Invesiment proparias, all of which are caegorisad as kevel 3. See note 44 Tor detalls of levels In he falr vale herarchy.

a7
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23 Property, plant and equipment {condnued)
AT 31 Dacembser tie e minimum renEls reaesvable w he GI'IH.IP urder non-cancsliaoke miﬂl‘ﬂ |pases wera a5 follows:

2016 2017

£m &m

Racelvable within 1 year 1,005 1,301
1 m5 yaars 1,156 1,413
Crvar S yaars ] 128
Total future minimum rentals recetyabis ' 2,257 2,648

Enuipment |eased to CUSIMETS Under opeRdng [eases primarily relates 1o vehlcle comract hire arangements. Ouring 2017 and 2012 ro condngent remals In
respect of operaing |eases were racognised In e INCome SEEMmEnt.

Tocal fubdre minimum sub4ease Income of £42 millon for the Group and £2 2 milllen for the Bank at 31 December 2018 (£49 milllon Tor the Group and
£24 milllen for the Bank at 21 Decambar 2017} |s expeciad 10 be recetvad undar non-cancellable sub-laxces of pramises,

24 Imvestment In subsidlary undertakings of the Bank

2018 217

£m £m

At1 January 32,878 31,135
Addidons and capital Injecdons 110 2,362
Capi@l conributkans 73 -
Capial repaymens 210} -
Disposals (10E) [317]
Adjustment an wesdng of blelinesses (5ee balow) - [127]
Impalrmen 92) [175]
At 3] December 32,656 32,878

Dells of the subsidiaries and relatsd undertakngs are ghen on pages 147 1 152 and are inoarporaied by refsrence.

On 1 Dcober 2017, pursuant 1 @ Banking Business Transker Scheme under Part VIl of the Financlal Services and Markeis At 2000 appoved by tha Court an
12 September 2017, 1he business and tha majority of the assers and labililes o two of e Banks subskllanes, Lioyds Gank Private Banking Limited and
Sromzh Widows Bank pic, were TRrefered 1o the Bark. This gave ise 1o a oredit of £273 millan dirscty In the Bank's equity, being equal 1o the nat assas
Transfarrad less the {'-!'I','lﬂg valug of 1he Bank's Imvestmant In 1he Two subsldianes.

Cartan subsldiary companies currently have Insuficlent distibutable ressnaes 1o make dividend payments, howevar, thare wers no further sgnificant resictons
an any of 1he Company's subskidiarkes In paying dividends or repaying loans and advances. All reguiated banking and InsurRnce subsidanes ane ragquired o
man@in capital 2t levels agrasd with te regulanas; this may Impact thase subsidianes’ abiiiyy 1o make dEribulions.

25 Other assts

The Group The Eank
M18 17 2018 17
£m £m £m Em
Selement balances 223 556 150 513
IWESTIMENIS In Joint veniures and assoclates 5 @ 5 5
Other assals and prepayments 1,579 1775 94 5599
Total other assets 2,207 2,344 B9 1,117
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26 Financlal labiiites st fair value through profit or loss

The: Group The Bark

2018 il 2018 217

Em Em £m Em

Liabilides designaied atfalr value through profit or [oss: deibt securhiles In Esue 7,085 812 7,032 JELZ
Trading llabilldes.

Liabilldes In respect of securhies soid under rapurchass agraameds 10,258 41,373 10,258 41,378

Qthear depocls 270 381 L) I 562

Shan posldons In securides 117 1,308 &7 | 1,303

10,645 43,062 10,687 43,233

Financial Mablliites at falr walua through profit or loss 17,730 50,874 17,719 51,045

A1 31 Decemnber 2018, the Group had £7 057 milllon {2017 £9,022 millian) and the Bank had £7,036 milllon (2017 : £8,837 millkon) of Tading and oder
labliles ar talr vale through profitor koss with a conraciual residual mamdty of greaier than one year.

Liabilldes deskgnared at falr valus through profit ar kess primanty represent debe securdes In 1ssue which elther comaln substandve emt=dded darvatves whilch
walld gtherwise need 1o ba recognibsed and measured at falr valus ssparxisly from 1he related debe securides, or which are acoourmed for at fair value o
significantty raduce an accoundng mismatch.

The amaurit comraciualty payable on maturty of the debt securdes held at falr value through proftt of loss at 31 December 20168 was £15,435 millkan
[2017: £14,224 million}, which was £8,350 millon higher than the balance shest carmying value (201 7: £6,412 million highery At 31 December 2018 there
WIS 3 CUMulative £366 millian decrease (2017 : £147 milllon Increase] In the falr value of these liabilides anibu@ble © changes In credit spread rik; hik &
detsmined by reference 1o the quoded credit spreads of the Bank. OF the cumulative ameunt, 8 decrease of £533 millian arese In 2016 and an Inchesse of
£52 milllon arose In 2017,

Far 1he fair value of collateral pledgad In respect of repurchase ageements 58 naote 47.

27 Debt sacurltties In Issue

The Group The Eank
i 17 2018 LIV
Em Em Em Em
Medlum-18m notes Issuad 17,314 18,763 16,221 17,683
Caoverad bards (noe 28) 28,194 26,132 22,351 19,638
Cerificaizs of depoalt |ssuad 6,667 9999 6,667 9,959
Securhisation nodes (note 28) 5,480 3,730 - -
Cammerclal paper 6,678 3,241 4,543 EEA
Total debt sacurltles In Issue 64,533 &1 BE5 48,787 43,154

1 The mmpzratises have been resizied folowing a review of the neatment of cer@in sscurilisation 2nd covered bond ransactions on 1he Eznk's balaros shesi.

A131 December 2018 £44,749 milllon {201 7: £41,749 milllon) of debt securhles In Issue of the Group and £32,523 milllon {2017 £30,096 millkon) of the
Bank had a conraciugl reskiua maturity of greaier than one year.
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28 Sacurittisaions and cowerad bonds

Securitisation pragrammes

The Group's balance shest Includes kans securtilssd under the Soup's sscurdsadon programmes, the majarity of whikch have been sakd by Group companiess
10 barkrupicy TeMae sTucured emides. AS the souctured enhles ane funded by the Issua of dabt on termE wheneby the majonty of risks and rewards of the
portfollo ans re@ined by the Group company, the souctured anddss e consolidaiad fully and 2ll of thase [oans are retaned on the GRoUp's balancs shaat, with
1he related notes In kEsue Included within debt sscurides In 1ssue.

Cowerad bond programmes

Certan laans and advances 10 CUSImEers have been assignad 1o bankmupcy remate limited Nability pannerships o provide secunty for 1ssues of covered bonds
by the Group. The Group re@Ins all of e risks and rewards assoclated whh these (0ans and the pannerships are consolldaied fully with e loans retalned an
1he Group's balance sheet, and the related oovered bonds In ksue Included within debt securides In Issue.

The Group's principal securidsation and coverad bands programmes, together with the balances of e 20vances subject 10 Mese ATangements and he camying
value of the ndies I 1s5ue a1 31 Decembsr, are Iisied baow. The ndies In 155U are reperted In noie 27.

208 2017
Loars and Lozns ard
advaces advarces
securtissd Mirbes in issus securiised Motz in issue
£m £m Em
Securitlzation programmes
UK reskdermlal mongages 25,018 22,485 21,158 14,106
Cammerdal kans 5,746 6,577 6,616 7,001
Credit cand racedvables 8,060 5,263 7,701 4,050
Kiaiar vahickz finance 2,850 2,855 - -
41,674 37,180 35,475 256,196
Less held by the Group (31,647) (21,466)
Total securitisation pragrammes 5,533 3,720
Cowerad bond programmes
Resldential morgage-backed 34,963 27,694 30, 361 26,632
Soclal housing laan-backed 1,839 1,200 1,628 1,200
36,802 28,894 31,589 26,832
Less held by the Group o) [700]
Total covensd bond pregrammes (noe 27) 28,194 26,132
Total securitisation and covered bond programmes 33 J2r 29,862

1 Includes E62 milion {2007 Enill of sscuritisation notes beld o {air velue through profit or lpss.

Cash deposhs of £4,102 milllon {201 7: £3,507 milllon ) which support the debt sscur thes Issusd by the sructured emides, the tem advances related 1o oowared
bonds and ather legal ohilgadans ane held by ihe Group. Addidonally, the Group had cen@in contracual amangements 1o provde Iquidity faciiiles © some of
these sruciured enddes. At 31 December 2013 these colgatiors had nof been 1ggerad and the mMadmum exposure under these facliiies was £33 millian
[2017: £35 milllon).

Thie Group has & numbsr of covered bond programimes, for which Limied Laoiity Parmeamships have besn established o nngfence asset pools and guarantss
1he coversd bonds lssued by the Group. At the reponing date the Group had over-collateralissd 1hese programmes 5 set out In the 1able above o meet the s
of 1he programmes, 10 5ecure 1he radng of the coverad bonds and o provide operational Nexibiling From time-m-dme, he abligadons of the Group to provide
collaksal may Increass dus o the forma requinsments of e programmes. The Group may also wilamanly conribute collseral o support the raings of the
ocverad bands.

The Group recognitses the 1uil llabilldes assoclated wiih s securidsation and covered bond programmes within detbe securties In [ssug, alihough the abilgatons
af the Group are imied 10 e cash iows generated fom e underlying assets. The Group could be required 10 provids addhional suppart 1 2 rumber of the
SECLrHIsa1lon Programmes To Suppor the credit raings of e det securdes [ssued, In tha fom of Increased cash resarves and the hokINg of subardinated notss.
Further, certain programmes cantain comraciual abligatons that raquire the Goup 1o repurchase assets should they become cred Impalred.

The Group has nof valurmadly offersd oo repunchase assets from any of 115 public sscunisadon programmes dunng 2018 (2017: nane).
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28 Otker llablities

The Group The Eank
N18 17 2018 17
£m £m £m £m
Selement balanoes ]+ 331 32 316
Othar creditors and accials 4,305 4,205 3,490 3,838
4,335 4,540 3,522 4,204
30 Retirement benefit obligations
2018 w7
£m Em
Charge to the Group Income statement
Delinad banedlt perslon schames 396 334
Other post-redrame baneflt schames 4 7
Total defined benetlt schemes 400 341
Defined comributon pensian schemes 2848 242
Total change to the Income statemant — continuing operations (noo 93 6848 533

In additian, there was a charge of £8 million {201 7: £42 milllony whhin discominued cparadans [3e€ noeE 1.3).

The Group The Eank
2018 17 2018 27
Em Em £m &m
Amaunts recognisad In the balance shest
Reatlrernent benallt assets 1,267 123 704 673
Retlrement benalit obligations (245) (2E1] (121) [143)
Total amounts recognised In the balance sheet 1,022 442 583 530
The mdal amaunt rencgnlsa:l In e balance sheet relass .
The Group The Eank
218 17 2018 217
Em Em Em Em
Delinad banellt penslon schames 1,146 586 633
Qmher postedrament baneflt schemes (124) (144) (84) (1049]
Total amownts recognised In the balance sheet 1,022 442 583 530

Pension sthemes

Definag banedlt sChemes

1) Characteristics of and risks assoclated with the Group's schemes

The Group has established a number af defined benafit persian schemes In the UK and averssas. All significant schemes are based In the UK, whh the thres
mizst significant being the dafined beneflt sactlon of the Loyds Bank Perslon Scheame Mo 1, the Lioyd's Bank Penslon Schame Ho. 2 and the HEOS Anal Salary
Perslon Scheme. At 31 December 2013, these schames reprasemad 97 par cent of the Group's 1061 gross defined bereft perslon assets (2017: 97 par ).
These schames provide retirement beneffts calculated as a percentage of final penslanable salary depending upan the length of serdce; the minimum redremeant
aga under the rules of the schemes at 31 Decambar 2018 15 generally 55 although cenaln calsgories of mamber e deemed 10 hiave a comractual right 1o retire
at 50,
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30 Retirement banefit abligations (comtinusdy

The Group oparates a number of funded and urfunded persion arrangements, the majarty, Incduding e three mast sigrificant schemes, are fundad schemes
In the UK. &ll these schemes are operated a5 separaie |agal andties under rust law and are In compllance with the Penslons Act 2004, All of the Group's funded
UK defined benefit perslon schemes are managed by @ Truses Beard (the Thusies] whoss role |s 10 ersure hat thelr Scheme s administerad In acoordance wih
1he Scheme rules and relevant lagisiaton, and 10 salaguand the asseds In the best Imerests of all members and beneficlanes. The Tuses ks solely resporsible far
sefng Irvestment pollcy and far agreeing funding requirsments with the emplover thraugh the funding valustion process. The Board of Trustees must be
compaosed of represenatives of the Company and plan paricipants In accordance with the Scheme's regulations.

A valadon to detsrmine the funding staius of each scheme 15 camled out atleast every thres years, whareby scheme 35613 ae measured a1 markst value and
labililes (echnical provislons) are measured using prudsnt assumptions. B a deficiols |dandfisd a recovery plan 15 agreed between tha Group and ihe scheme
Trustea and sent oo the Fenskns Regulator for review. The Group has not provided for these deflch conmibutians a3 the fulure economic bensfls ansing fram
1hesa coniribunians are expected o be avallable i the Group. The Group's overseas defined benafit penslon SChEMes 2re sUb{ect i ncal reguiatory ATangements.

The meast recent rennial inding valuation of the Group's tiree maln schemes, based on the posldon as at 31 Dacember 2016, was completed durng, 2018,
The valuaton showed an aggregate funding deficlt of £7.3 billlan {2 funding level of B5.6 per cent) compared 10 @ £5.2 billlon defich (@ funding level of
5.9 per cent) far the previous vauadon as at 30 June 2014. In the light of this fundng defidt, and In comempladon of the changes that the Graup has made
&5 a result of Its Srucural Reform Programime, the Group agresd a recovery plan with the Tusiees. Under the plan, deficlt conribuiiors of £412 milllon wers
pald dunng 2018, and these will rise 10 £6 18 milllen In 2019, £738 millon In 2020, £1,287 millan In 2021 and £1,305 milllon per annum from 2022 ©
2024, Conributians In the 1aer years will be SUbject o review and renegndadan at subsequent funding valuatians. The next funding vauatdon k due 1o bs
compleiad by March 2021 whh an effective date of 31 Decermnber 2019, The daflclt comrbudons ara In addidon 1o the regular conirlbutions 1o mest benafts
acoruing over the year, The Group currenly expacts 10 pay conribuilons of appradmatety £1,050 milllon o hs defined benefit schemes In 2019,

During 2009, the Group made one-off contributions to the Licyds Bank Penslon Scheme Mo 1 and Lioyds Bank Penson Scheme Mo 2 In the form of Interests
In limited lability partnerships for aach of the two schemes which hold 2ssa1s 10 provide securlty Tof the Group's abligatons 1o 1he twia schemes. At 31 Decembar
2014, the limhed llablllty parmemships held assets of approddmately £5.7 blllan The limied llablllty parinerships are consaldated fully In the Group's
balance shest.

The Group has also es@blkhed three private (Imited companies which hold Zssets 10 provie secunty for the Group's coligations © the HEOS Anal Salary
Perrslon Scheme, a8 section of the Lioyds Bark Perslon Schame Mo 1 and 1he Lioyds Bank Offshore Pension Scheme. At 31 December 2018 these neld assats
ol appraximately £4.6 billlan In aggregate. The private limited companles are consolldaied fully Inthe Group's balance sheet. The &rms of these amangsments
require the Group i man@in asses In ihese vehides o agreed minimum values In omder 1o secure abligations owad 10 the relevant Group perslon schemes.
The Group has sadsNed 1his requirement dulng 2018,

The l1ast furding valuadons of oiher Group schemes wera camled out on @ number of diferent dees. In arder to raport the posldon under 1AS 19 as a
31 Decambear 2018 the most recent valuation resulcs for all schemes have baen updated by qualifisd Indapendant auarkes. The main differances between the
funding 2nd IAS 19 valuatians are the different 2nd more prudent approach o seming the discount rae and More canservaive longevity assumpions used In
1he unding valuadans.

ImJuty 2016 a deciskan was sought from the High Cowrt In respect of tha raquiremant m ejualtse the Guaranteed Minimum Perslon (G MP) banelis accrued
benween 1990 and 1997 from canracdng aut o the S@Eee Eamings Related Penskan Scheme. N Is Judgment handed down on 26 Cctobar 2018 the High Court
corfimed 1he requirement 1o Teat men and wamen equally with respact 1o thess banefls and 2 range o methods that the Trustss 15 emhiled to adopt © achieve
aqualisaton. The GHaUp condnues m wark with the Truses on he de@ll of Implemendng s Judgment and nas recognised a past senvice cast of £108 millian
conslstent with the principles oudined within te judgment This |s based an a number of ssumpdaons and he acual Impact may b= diferant.
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The Group The Eank
2018 1z 2018 17
£m £m £m Emi
Amaunt Included In the balance shest
Prasent value of fundad obligatlons (41,082) [43,135] (25,198) [27,041)
Falr value of scheme assals 42,238 43 733 25,865 27,674
Net amount recognissd In the balance shest 1,148 Lo 633
The Graup The Eank
2018 iz 2018 1y
£m £m £m
Net amaunt recognissd In the balance shest
Al January =] {114) 633 231
Met defined beneflt perslon charge (386) (33 (193] [1&2)
Actuanial galres losses) an defined benefit abligadon 1,641 (754) TED [430]
ReUrm an plan asses (1,529) 1,223 [983) B57
Emplcyer conmibuilons 827 5T 451 396
Transter af subsidarny’ = - - -
Exchargs and ofher adjusments 26 2] 1 5]
At 3] December 1,146 i 633
1 Prior 1o the disposzl of the Spottish Widows Group, its subsidizry Soottish Widows Senioes Limiled mranstemed o the dinect ownership of the Bark; this subsidiany is the
paricipaling smployer in the Scoftish Widows Retiremem Bznefis Scheme.
The Group The Bank
2018 217 2018 217
£m £m £m £m
Mawvements In the defined banefit abligation
A1 January (43,1386) [44 353) (27,041) [27,924)
Cument sarvice cost [257) (275 (119) [137]
IMErest Expense (1,1159) [1,203) (585 [T62)
RemEasUramEns:
Acluarial losses — sxperiance (439) (358) (333) [360)
Aciuarial (lsses) gans - demographic assumpions {201 1031 {188) B74
Aciuarial gains {losses) - Anandal assumptions 2,281 [1,427) 1,281 [244)
Benefits pald 3,036 3,557 1,965 2,340
Fast sarce cost (108) (14) (58] (4]
Empicyee comibudons - - - -
Seements 17 16 - -
Cunalimants (12) 4] 23] -
Transter of subsldary (1,154) - - -
Exchange and oiher ad|usimenis - [72) 4 [124)
At 3] December (41,082) [43,1.36) (25,198) [27,041)
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30 Retirement banefit abligations (comtinusdy

The Group The Eank
2018 2017 2018 17
£m £m £m £m
Analysls of the defined bemeftt abligation:
Actlve members (6,448) [7 BET] (3,487) [4,348)
Deferred miembers (14, 208) [15,313) (8,604) [@,554)
PRreEloners (18, B85) (18 556) (11,871) 11,932)
Dependants (1,551) [1 5000 (1,132) [1,1&6]
(41,092) [43,135] (25,198) [27,041]
The Group The Bank
2018 1r 2018 17
£m £m £m £m
Changes In the Talr value of scheme assats
AT1 January 43,722 44 243 27,674 27,301
Return an plan asseis excluding amaunis Incduded In Inerest Incomea (1,529) 1223 (983) B57
Imerest Income 1,141 1,208 710 Teh
Emplcyer coniributlons 827 EET 451 396
Empioyee comrbudons - - - -
Banefits pald (3,038) [2,537) (1,965) [2,240)
Seements (18) [1a) - -
AdminisiRdve cosE pakd (40 [ (25) [25]
Transtar of subsidary 1,145 - - -
Exchangs and ofier ad|usmens 26 T 3 119
At 3] December 42,238 43 733 25,865 27,674
The expanss recognised In the Income statement for the year ended 31 December comprises:
The Gragp
2018 0Ly
Em £m
Cument sarvice cost 257 278
Met Imarest amount (22) {5y
Past sardice cradhs and cunalimenis 12 4
Seements 1 2
Past sarvice Cost — plan amendmers 108 14
Flan adminisiadon <osE Incumed during the year 40 40
Total defined benefit pension expen se 396 334
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() Composition of scheme assets:

2018 2017
faoted Unquted Total Ducted Unquoted Tod

The Group £m £m £m £m £m £m
Equlty Insrumens 637 222 859 846 5 B51
Debe Insrumens*:
Flied IMerest gVemment bonds 7,443 - 7,443 5,150 - 5,190
Index-lINked gIverTment bands 16,477 - 16,477 17,131 - 17,131
Carparate and cifer debt securides 8,813 - 8,813 6,903 - 6,903
Assethacked sarurlies 138 - 138 121 - 121

32,877 - 32,877 20,345 - 23,345
Praperty - 556 556 - Sdd Sd4d
Pooled INvestment verides 4,578 10,454 15072 3,805 12,903 16,708
Maney market Insirumers, derfvathves, cash and
aiher assets and llabilies (283) {5,843 {7,126) 1,452 {5, 168 (3,726
At 31 December 37,809 4,429 42,238 35,458 B,254 43,722

1 (Hthe tokzl debt instrumenis, £25,023 milion (21 December 2017: £27,270 millon]l wer invesiment grade [credit rmings =qual 1o or beter than 'BBEY).

2018 217
Goted Unguoted Total Qusted Unguotsd Totdl

The Bank Em Em £m £n En Em
EqQuity INGTLmEns 293 215 514 248 1 a5z
Dbt Insrumers':
Fixed Imerest govemment bonds 2,570 - 2,570 417 - a17
Indax-linked goverrment bands 10,236 - 10,236 11,215 - 11,215
CAIpARate and oiher debt secuntes 5,987 - 5,987 4,858 - 4,859
AssEtbacked secUtEs - - - - - -

18,793 - 18,793 16,491 - 16,481
Praperty - - - - - -
Poclad INvestment verides 2,405 7,192 9,597 1,485 8,541 11,036
MVriEy Market IMETUMEns, derfvatives, cash and
aiher assets and llabilites [589) (2,450) (3,038) 515 (azny (305}
At 31 December 20,908 4,957 25865 16,949 B725 27,674

1 (Hthe jokal debt instrumenis, £16,4 72 milizn (21 Derember 2017: £16,212 million] wer invesiment grade [cedit rrings aqual o or beter than 'BEBEY).

The asseis of all e fundad plans are hald Independendy of the Group's asses In separaie rustes adminisked funds.

The penclon schemes' poakad Invesiment vahlcles comprisa:

The Group The Bark
2018 o7 2me o7
Em Em Em Em
Equity funds 2,328 2,421 1,708 1,839
Hedga and mutual funds 2,487 2,377 1488 1,319
Liquidity funds 2,329 2,796 1,336 1,369
Band and dabt Tunds 313 1,729 - 1,060
Qthar 7614 7,385 5,068 5,320
At 31 December 15,072 16,708 9,687 11,036
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30 Retirement banefit abligations (comtinusdy

%) Assumptions
The principal aciuarial and finanda assumpiions used In valuadans of the defined benafht panskon schemes ware a5 fllows:

2018 2017
% %
DAsCount rate 2.90 2.58
Rae of Irflatkar:
Retall Prices Index 320 .20
Consurmer Price Index 2.15 215
Raie of 5alany Increases 0.00 0.00
‘Welghied-avwarage rate of Increasa for pansans In payment 273 271
2018 17
Yfears Years
LHe expectancy for membsr aged 60, an the vauaton daie:
Kan 27.8 27.8
Wamen 204 205
LHe expectancy far member aged 60, 15 years aher the vauaton dae:
Men 8.8 28.9
Wamen 30.86 30.7

The morialiy assumpiions used In the scheme valuations ane basad on siandard @hles pubilshed by the Insinne and Facuty of ACuaries which were adjusted
In Ine with the aciua expaience of the REevant schemes. The 1able shows at 8 member redring at age 60 2t 31 December 2016 |5 assumed 1o llve far, an
average, 27.8 years for a male and 29.4 yaars far a female. In practce there will be much vadadan beoween Individus Members buE hess assumptions ans
enpected 10 be appropriate acrass all membes. |tk assumed hat younger members will [IVe longer In redrament han thase reling now. This elecs the
expeciation that manalhy rates will condnue 1o fal owe ime as medaal sclence and s@ndards of Iving Improve. To lllusirate e degres of Mprovemant
assumed 1he 1able ako shiws 1he |He epeciancy far members agad 45 now, whan ey retne in 15 years' dme at age 60.

(%) Amount tming and wncertalnty of future cash Nows
REk axpaune of e defined benefit schames

WhilSt the Group Is ot exposed 10 any LNLELEI, endiy spectic or scheme spadfic risks In hs defined benefit perslon schemes, I ks exposad 1o @ number of
slgnificant risks, defaled below:

ImfNation rate risk: the majority of the plans’ benefit obilgatons are linked oo IrmMaton bedh In deferment and ance In payment. Hgher imMadon will lead 1o higher
Iabiifies alwough dls will be matenally oftsst by noldings of ImMatdondinkad gits and, In most cases, caps on te level of Inflatianary INcreases are n place o
pratect agalnst exireme Inflation

Imtrest rate risk: The defined benefit abligadion 1s detemined wslng a discaunt rate derved from vidds on Ad-ated corparaie bands. A decrasse In oparacs
bond ylekls will Increass plan llabiiifes though this will b2 materally offsst by an Increasa 0 the value of band haklings.

Longevlty risk: The majanty of the schemes cbligatkans are 1o provide beneftts far the [He of the mambers so Increases In Ife expectancy will result In an Increass
In the plars’ latilides.

Irvestment nsk: Scheme assers are Investsd In 2 diversied portfallo of dabe securtiles, equiles and ohar refum-zeeking sssts. If 1he asse1s LNderparlom the
discount rae used 10 calculate the defined benefht obligatan, it will reduce the sLFpius ar Increase e deficlt voladiity In asset values and he dsoount rae will
lead 10 voladliy In tha net panson assetan the Group's balance shest and In ohe comprehendve Incoma. To a lesser exent hils will Ao l2ad 1 voladiy n
1he perzion expansa In ha Group's IN0ome SIFEmEL

The uhimate cost of the defined bereflt chllgations 1o the Group will depend upon actual fuiure events rather than the assumpdons made The assumptons
miade ane Lnllkely i be bome out In practice and &s such the cost may ba higher of Iower than expected.
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30 Retirement banefit abligations (comtinusdy

Serldviy anatysls

The effactal reasonably possible changes In kay assumptons on the value of scheme llabllides and the resuliing panskan charge Inthe Group's Income siatemeant
and on the net defined benseftt pension scheme labllty, Tor the Group's Three mest significant schemes |5 s out below, The sanshivities provided assurme that
all ather assumpdons and the value of the schemes' assecs reman unchanged, and ane nof Intended 1o represert changes hat are at the exiremes of passbliiy.
The cakulatons are appradimate In namre and full detalied caloulations could lad 10 a different result. It 1s uniikety that Elatsd changes to Indhddual
assumptians will be experianced In praciice. Dus © the comeladon of assumpdons, aggregating the efecs of tess [solaied changes may nof be a reasonable
esfimate af the achual effect of simultanecus changes In muldple assumg ones.

Effesct of reasorably pessible alternartire amaomptions

Increass (de: e Increas: (decne e n the
in the inoome net defined bensfit pension
statement charge stheme lisbility
2018 217 2018 217
£m £m £m £m
Infaiian inciuding penslon Increaseas):?
Increase af 0.1 per cent 14 16 410 472
Decrease of 0.1 per cant (14) {15} (395) (453)
DAsCount rae:*
Increass of 0.1 per cem (27) (28) L) ] (FT3)
Decrease of 0.1 par oant 25 26 6BE o4
Expecied If2 expaciancy of mambers:
Increase af one year 43 44 1,298 1,404
Decraase of ong year 42) {41} [1,257) [1,357)

1 A 2] Decermber 2018, the assumed iz of AP infaiion is 3.20 per cent and CP inflation 2,15 per cent [2017: A 2.20 per cert 2nd TP 2,15 peroent).
2 M 2] Decermber 2018, the assumed discount e is 250 per cent [2017: 2.59 per cznt).

Sermslivity analysls method and assumpikons

The sersltvity analysts above refiects the Impact on 1he Group's three mast signicant schemes which atcount for over 30 per cant of the Group's defined beneflt
obllgatons. Whikt diferences In the underidng Naolliny proflles far the remalnder of the Group's perslon arrangemenis mean they may exhibit slighdy difensnt
seEldvides oo vadadans In these assumplons, the sanshiviies provided abave are Indicathve of the Impact acrass the Group as a whale.

The Imfladon assumptian senshiviy applles 1o both the assumed rate of Increase In the Corsumer Prices Index {CPIy and the Retall Prices Indax (RPI), and
Include the Impact on 1he rae of Increases © pendons, boh before and after retirement. These persion Increases are linked 1 Infadan (2hher CF1ar RP1
subject ta certaln minimum and masdmurm mis.

The serslivity anatysls including the Infatian senshivity) does nof Includa the IMpact of amy change In he rate of =3l ay Increases a5 persionable salanss have
been frazen since 2 Aprll 2014.

Thi Ife especiancy assumpdon has been applled by Alowing for an Indreassidecreasa In IHe expaciation Trom age 60 of one year, basad upan the approdmacs
welghted average age Tor each scheme. Whilst tis 15 an appraxmare approach and will nof glve the same result 25 3 one year Incraase In IHe expec@ncy a
aery age, It provides an appropriate Indicadon of tha poenda Impact on e schemes rom changss I 1Ife axpectancy.

There was na change In he mehads and assumpdons wsed In prepanng thea sansthdty analysks from he par year.

AzsstIabliy matching sraeges

The maln schames' az5e0s are Invesied In a diverdfied partfollo, conslsing primarlty of debt securides. The Investment saisgy & nat s@dc and will evahe o
reflect the srucire of llablites within the schemes. Spectlic asset-llablliy maching sraiegles for each penslon plan are Independently determined by the
resporelble gavernance body for each scheme and In consul@dan with the emplayer.

A sigrificant goal of the 2sset-llability matching sraiegles adopied by Group schemes b 1o reduce voladlity caused by changes In Market expectations of Interest
rates and Inflatian. In te maln schemes, 1his ks achieved by Ivesting schame assets In bonds, primarlly flaed Interest gles and Index Inked giis, and by antering
In Interestrate and ImMadon SWap ATangemeanis. These Imsesmments are srucoued 1o 1aks Imo acoount the PFCI'IE'I:IT'SEHE!TE liatdlides, and HL'INET,' ITH'IEEEU
1o refiect bath changing markst condldons and changes 1o the labiity profle.

#1351 Dacember 2015 ha asset-llability maihing sramegy midgasd 105 per cent of 1he llabillgy sanshiviy o INterest raie mavaments and 106 per cent of the
labiliy sanshiity @ Infadon movements. In addiian a smal amaurt of Imarest rate sensldvity arisss mirough haldings of corparte and ofier debt sacurdes.
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30 Retirement banefit abligations (comtinusdy

Maturity proflle of definad banefit obligatdon
The following table provides Infomatian an the welghied average duratlon of the defined benefit penslan abligatdons and the disributdon and iming of beneflc

PaymmEnis:

The Group The Eank
2018 2017 2018 27
Yeairs Yeas Years Years
Duradon of the defined benet colligatian 18 12 17 18
The Graup The Eank
2018 2017 2018 27
£m Em Em Em
Maturity anatysls of berefts expected o be pakd:
Wihhin 12 momhes 1,225 1,150 839 797
Betwesn 1 and 2 years 1,29 1216 900 851
Betwesan 2 and 5 years 4,303 4023 2,852 2,801
Betwesn & and 10 years 8,305 75830 5,543 5,387
Batwean 10 and 15 years 9,416 9,166 6,044 6,019
Batwean 15 and 25 years 18,417 18526 11,052 11,448
Betwesn 25 and 35 years 15,631 16,157 8,834 9,435
Batwean 35 and 45 years 9,524 10640 5,074 5,774
Iri miare than 45 years 4,270 4,724 1,651 2,093

Matunty analysis mathod and sssumpdons
The projected beneftt payments ane based on ihe assumptians undedying the assessment of e obligatons, Induding allowancs for expscted fulre Infladan.
They are showm In thelr undiscounted Torm and therefore appear lange relaive t the discoumed assessment of the defined benaftt cbllgatians recognitsed In the
Graup's balance sheat. They are In respect of beneths that hiave besn accrued prior 0o the respective yaar-and date anly and make na allowance far amy benets
1hiat may hiave been accrued subsequaniy

Dafinag contrbution schemeas
The Group operates a number of defined conribunion pension schemes In the UK and overseas, principaly Your Tomomos and te defined comibudon secdons
af the Uoyds Bark Perelon Schame Mo, 1.

During e yearanded 31 December 201 the change 1o the condnuing operatians Income s@tementin respectof defined conribution schames was £253 millkan
[2017: £242 millon), represendng te comibudans payable by tha employer In accordance with each scheme's nules. In addition, £3 million (2017 £14 milllon)
was charged within discominued operations (588 noe 13).

Other post-retirement banefit schemes

The GIGUR CPEfales @ MNUMber of schemas which provide past-ratiremart heahhcare benefcs and concesslonary MOMEAEEs 10 ceraln employess, radred
amplayses and thelr dapendams. The prncipal scheme relates t former Lioyds Bank s@I and undar 1his scheme 1he Group has under@ken 1 mest the oost
of pst-retlmement healhcare for all ellglble former employees (2nd thelr dependams) wha redred prar 1o 1 January 1936, The Group has emersd Inta an
INSUrance comract o provda thase benefts and a provison has been miade for 1he esdmaced cost of 1LIunS INsLrance pramiumes payable.

For the pincipal pose-retiement healthcane SCheme, e laest acuana vauadon of te laoliy was cared out a1 31 December 2003 by qualfisd Indapendant
aciuaries. The principal assumpdans Used Were as 521 ouUl abowa, exnapd that the r@ie of Increase In heaklihcare premiums has been assumed at 6.81 per pant
[2017: &.61 par cemm).

Mivements In the other post-retirement tenetfs obllgatdon:

The Graup The Eank
2018 217 2018 217
£m £m £m £m
At1 Jaruary (144) 1235) (103) [122)
Actuanal galrs 18 92 17 15
INELFance premiumes pakd 5 7 4 5
Chargs for the year [2}] [e] 3 [E]]
Exchange and ofher adjusments 1 - 1 2
At 3] December (124) {144) (8] [103]
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31 Defepred tax
The Group's and the Bank's deferred ta assats and llabillides are as follows.

The Group The Eznk
2018 il 2018 2017

Em Em £m Em
Fatutory position
Deferred 12X assecs 3,216 3,104 1,980 1,995
Deferred 12x llabilldes - - - -
Net defarred X assat 3,216 3,104 1,980 1,995
Tax disclosure
Deferred 12x assecs 4,732 4,504 2,728 2,954
Deferred 122 llabillides (1,518) (1,500 (748) [358)
Net defarred B a55st 3,216 3,104 1,980 1,955

The statutary posidon reflects the deferred By asses and llabilides as disclased In e consalidated balancs shest and @kes Inba accaunt the abllity of the Group
and the Bank o nat assais and llabilides where thane |s @ legally erdarceable right of offsel The @x disclosura of dafamad 13x assets and llabliiles des 1o the
amaounts audined In the tables below wiilch spilts the defemed 1ax asses and 1abliftles by ype, before SUCh nedng.

As a result of lesgsladon enacied In 201&, the UK corparation 1ax rate will reduce from 15 par cant to 17 per cent on 1 Aprll 2020. The Group measurss It
defemed 1ax assats and llablitles at the value expected 10 be recoverable of payablke In fuiune periods, and re-measures them at each reporting date bassd on the
ISt recent esimates of udlisaton of setlement, Induding the Impact of bank surcharge whers appropriace. The defermed @x Impact of this re-messurement In
2014 15 a credtof £18 milllon In the IRCOme stxiemet and a charge of £21 millkan In iher comprahershe IRCome.

0n 29 October 2013, the UK govemment announced 165 InEntion 2 resrict the use of capl@l @x lasses 1o 50 par cent of any uire gains arlsng. Had tks
restriction been subs@Emivaly eracted at 31 December 2016, the efact wollkd have been 1o reduce nel oefamed 12x asssts by £14 millan for the Group and
£4 milllon for the Bank

Miwerments In defemad @x 1ablitles and assets (Defore 1@KINE Imo conslderadan the offseting of balances within the same @xing junsdiction] can be summarksed
a5 falkowes:

Prperty, plant Pension . Sharebased Other femporary
The Group Tax bsszs  and equipment fabiliies Prosisiors payments differences Total
Defarned tax assets £m Em £m Em Em £m £m
Atl Jamuary 2017 4,254 937 196 40 ) 2B 24 5,479
[Charge) credit 10 the Income stxament (243) (222) [2E1] [1=}] 7 19] (767T)
Credit m ather compreherslve Income - - 164 26 - - 169
Impact of acquisiions and dispasals - - - - - 3 3
At 31 Dacember 2017 4,011 718 =] EE. 35 a 4,904
Adjustment an adioptlon of IFRS 9 and IFRS 15
(mane 50] - - - 289 - 3 Joz
Atl Jaruary 2018 4,011 718 78 365 i5 11 5,206
[Charge) credit 10 e Income sta|ment (234) [13:)] 82 (213 (2 (5) (238)
Charge o Jther Comprenersive Income - - =) (138) - - (230)
Changs m equity - - - - (5 - (5)
At 31 December 2018 3777 646 78 186 28 & 4,732
Aoquisiion Pensoin fesset Other femporary

air value ST Derivziiees  revaluations’ differences Total
Defarred tax lablites Em £m Em Em £m £m
Atl Jamuary 2017 (745) [EE) [E5E) (233) [157] {1,876)
[Chiarge] cradi 10 the Incame sta|ment O 193 2o {3E] 65 178
[Chiarge] cradht 10 oher comprahenshee Income - [235) 284 BE - 57
Impact of acquistians and dispasals {157} - - - 21 {159)
At 31 December 2017 (832} [181] (492} (201) [24) {1,800)
[Chiarge] cradi 10 the Incame sta|ment 134 [&7) (33) am 1 (2]
[Charge) cradh 10 oher comprehenshee Income - (25) 137 137 - 249
Impact of acquisiions and dispasals - - - - 34 34
Exchangs and oher adjusiments - - - - 3 3
At 31 December 2018 (G2E) [273) ﬂ!!:l. (101} (56) (1,516)

1 Finanoizl assets ot fzir vabe though other comprebensive income [2017: avaiable-for-sabe financial 2ssets].
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31 Defepred tax [cominuad)

Froperty, plant Pension © Eharekased Other emparay
The Bank Tae bss=s  and mquipment fahiliies Prosisiors payments differences Total
Defarred tax assels £m Em £m Em Em £m £m
Atl Jamuary 2017 2,806 577 118 36 ) 2B - 3,365
[Charge) credit 10 e Income staement (1731 {173} (211} 14 (3 g (569)
Credit o other compreherslve Income - - 133 25 - - 158
At 3] December 2017 2,433 404 40 a7 25 5 20564
Adjusimant an adopilon o IFRS 9 and IFRS 15
[rate 50] - - - 151 - - 151
Atl January 2018 2,433 404 40 198 25 5 3,108
[Charge) credit 10 e Income staement (153) [1:10)] &0 (5] (8 (4 (169)
Charge o Jther comprenersive Income - - 7o [138) - - [208)
At 31 December 2018 2,280 il 3o B3 20 1 2,728
Pensioin fesset Other femporany

HEET Derivziies  revaluatiors differences Total
Defarred tax lablites £m Emi Em £m Emi
Atl January 2017 &5 [64a) (225) [137] {1,079y
[Chiarge] cradi 10 the Incame sta|ment 137 - §2d] 74 187
[Charge) cradh 10 oher comprehenshee Income [243) 130 45 - {67}
At 3] Dacember 2017 [17E] (518 {203) &3] [{=l1=}]
[Chiarge] cradit 1 the Incame staement (45) - (14) 32 (27)
Credit o other compreherslve Income 44 ar 114 - 245
Exchangs and oiher adjusiments - - - 7 7
At 3] December 2018 (176) (431} (103) (38) (F48)

1 Financizl as=ets o fair vaboe theugh other comprehensie income [2017: avaiabledor-ssbe finarcial 2ssets].

Deferred tax not recognised
Mo deferred ta has besn rencg'llse-:l In erspecl [I't]relg;n rads lnsses whena It |5 nal more ||HE|]' man not that we will b2 able o udlisa tem In e FE'"IIS.
O the asset ot recogrised, £36 millan far the Group and £nll for the Bank (2017 £35 milllon for the Group and £nil far tha Bank) relates 1o losses hat will

expire If not used wihin 20 years, and £52 millkon for the Group and £7 milllen for the Bank (2017 £5& milllen for the Group and £11 millan for the Bank]
relanes 1o lossas wihh no explry date.

Delerred @ assets of approdmately £121 million (2017: £76 million) far the Group and £98 milllon {(2017: £23 milllon) for the Bank have not been
recognised In respact of £685 milllon for the Group and £566 millkan for the Bank of UK 1ax kxsses and other emparary differences which can only be used o
ofset fulre caphal gairs. UK caplial losses can be carmed forward Indefiniialy,

In addidon, no defemed L2 a5sef |s recognized In respect of unr2leved forelgn 1ax credis of £46 milllon (201 7: £4& million) for the Group and £7 millkan

(201 7: £7 millian] for the Bank, &= thefe e o exp=cied fuire axable profis against which the credies can be willised. Thesa credits can be carriad fanward
Indefinhety.

Az 8 result of parent company exempiions on dyidends from subsldianss and on capital gains on disposal there are na significant faxable Emporary diferances
assockaied with Invesmmens In subskianes, ranches, assoclaies and [oim aTangements.
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32 Other provisions

Provisions
for fimandial Payment
commitments and protection  Other regulatory  Vacant leasshold

puaranbe e insurance provisios property Ortier Total
The Group Em Em £m £m £m £m
At 31 December 2017 30 2778 1,084 55 1,384 5,209
Adjusimant an adopiion of IFRS 9 (nate 503 243 243
Balance a1 1 January 2016 273 5,552
Exchangs and cther ad|usmments (11) o8 - - 33 120
Frodzlons applled - (2,088) (538) 44) (617) (3,698)
Change for the year (72) 746 561 50 a5 L3370
At 31 December 2018 150 1,520 o7 62 865 3,344

Provisions
far fimandal Payment
commitmets and protection  Other regulatory  Vacant leaschold

FLATtE e imsurance provisios property Other Total
The Bank Em Em £m £m £m £m
At 31 December 2017 18 1,348 242 == 951 2,583
Adjusiment an adogilon of IFRS 9 {note 50} 106 106
A1l Jaruary 2018 124 2,699
Exchangs and oder adjusmments (2] - 2 - 29 a9
Proizlons spplled - (1,057 (302) (14) (523) (L,8946)
Changs for the year (46) 17 311 17 107 706
At 31 December 2018 76 608 253 ar 634 1,608

Prowlslons for financlal commitments and guarantess
Provislons are held In cases where the Group ks Imevecably commitied 10 advance addtional furkds, but where there (s doubit as oo the customer's abliity o meet
Its repayment cblgatiors. See also noE 18.

Payment protectlon Insdrance (exciuding MEBNA)
The Group Increased the prowdslon far PR oosts by a further £746 milllon In the waar ended 31 December 2018, bringing the @l amount provided o
£19,Z77 milllon.

The charge In 2013 relaied to @ number of faciors InCiuding Nigher expected complaint yolumes, which Increased 1o approximately 13,000 per week, and
assoclated adminisoation cosis, an Increase i awerage redress per complaimt, addtonal operadonal cosis ©0 ded with poemial complaint wolatiy and
condnued Imprvemants In dat@ Imerogadon and the Group's abllity 10 ldemfy valkd complaims. The remalning provislon Is conskstent with an average of
approximatdy 13,000 complaints par wask 1o 1he Indusiry deadiine of the and of August 2014,

At3] December 2018, a provislon of £1,325 millkon remalned unudlisad rd ating o complaints ard assocdated adminisradon oosts. Total Cash paymen(s were
£1 853 milllon during the year ended 31 December 20138,

Semsitivities

The Group estimaies that It has sold appradimatety 16 millllan PP pollcles since 3000, These Include pollckes thatwers not mis-sold and thoss that have been
successhully clalmed upon Since the commencement of the PP redress programme In 2011 the Group esimates that It has comacted, setiled or provided far
approximatey 53 per cant of the pollcies sold snoe 2000,

The meal BMoU provided for PP 1epresents the Soup's best esimare of the (lkely fulire cost. Howessr a number of 12ks 2nd uncer@imies remain Induding
with respact 1o futre complaint walumes. Tha oozt could dier from the Group's estimanss and he assumptions underpinning them, and could rasuft In a furtar
pravision being required. There |5 alsa unoanialnty arcund the Impact of the regulacory chianges, Financial Conduct Authanty (FCA) media campaign ard Clalmes
Managemant Compary and cUstomer acihdty, and pocendal addhlona remediadon anlsing from he caminuous Improvemeant of e Group's operadonal practices.

For every additianal 1,000 reaactive complaints per week above 13,000 an @varage fram January 019 through 1o the Industry deadiing of the and of August
2018, the Group willd sxpect an additonal chargs of approdmarely £85 million.

Payment protection Imsurance (MBMA)

As announced In December 2016, the ErUp's Sxposure |s capped at £240 milllen, whikch 15 dready provided for through an Indemnity recaved fram Bark of
America. MBNA Increasad Its PPI provision ty £100 milllon In the year ended 31 December 2018 but the Group's EXpasUne condnues 1o remaln capped at
£240 milllon under the arrangement with Bark of Amenca, notwithstanding tis Incresse by MBMNA.

oOthar provisions for legal actons and regulatory matters

In 1he course of Its business, the Group |s engagsd In discusslons with the PRA, FCA and ofer UK and oversass regulsions and oiher govemmantal authorties
On a range of matters. The Group 250 recsives camplaints In cornectian whh his past conduct and clalms brought by of on benall of current and famer
aMployees, CLEIMES, Imwstors and ather third pardes 2nd 15 subjact 1o |egal proceadings and oiner lsgal acdons. Whare significant, provislons are hald agalrst
1he corsts expected 6o be Incurred In relatlon o these maters and matters ansing fram relzied Intemal reviews. During the yaar andsd 31 Decambar 2018 the
Group chamged 2 funiher £561 millan In respect of kgl acdons @nd oher raguiamry maners, end the unudiissd balence ar 31 December 2016 was
E£707 million (31 Decembar 2017 £1,084 milllon). The most signicant liems ara as Tollows.
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32 Other prowislons (continued)

Arrears handling redated actiwities

The Group has provided an addidonal £151 million In the year endad 31 December 2018 far the cosis of Idemiying and rectfying catain arrsars managemeant
tees and activides, @king the @l provided oo dace 0o £795 milllon. The Group has put In place @ number of actians 1 Improve hs handing of customers In
1hesa araas and has made good progress In rembUrsIng armaars fees o IMpacied CUSomes.

Packaged bank accounts

The Group has provdded a further £45 milllon In the year ended 31 Decambar 2018 (£245 millkan was provided In the year ended 31 Decembar 2017] In
Iespect of Complainis reatng to alisged mis-s4ling of packaged bank accourts, rasing the wial amount provided oo £795 milllon. A number of nsks and
uncertantes remain particulany with respect 6o Uire volumes.

HEOQS Reading — customer review

As at the end of February 2019, the Group had compleied 115 compensation assessment for Al 71 busness customers whhin the cusiomer review, with mare
1han 56 per cant of Thesa offers accepied. In wal, mare than £96 million had basan offered of which £78 millon had been accapied , In addidon w £5 millkan
far ex-gratla payments and £5 million fof the reémoursemeants of |egal fees.

The review fallows the concluskon of a ciminal mial In which a number o individuals, Induding twao Tormer HBOS amployess, ware Comvicied o comspiracy m
carmupd, Traudulent rading and assodaied maney laundering oifences which occumed priar 1o the acquisidon of HBOS by the Liowds Banking Group In 2009,
The Group has providad a further £15 milion Inthe yearandsd 31 Decambar 2018 for cusiomer saidemants, ralsing the mea amaunt providad 0o £115 millkon
and Is now nearing the end of the process of paying compsnsatian 1o the vicdms of the frRud, Induding ex-gratla payments and re-imbursemers of gl Tees.

Vacant lessehold property

Wacant laazehok] proparty provslons ae made by raference 10 3 prudent estmate of expected sUb-et Income, compared o 1he head ram, and the passiblify of
dispesing of the Group's INtefast In the (easa, 12king Ino account condhions In the property market. Thesa proviskans e reassessed on 2@ bannual basls and
will nomally nun off aver the pead of under-racovery of the |835e5 concerned, curmemly averaging hres years, whers 2 propary |5 disposad of earler han
andcipated, any remaining balance In tha providon relating 1o 1hat propsrty k releassd.

other
Fallowing the sale of TS5 Banking Group pit, the Group rased 2 provislon of £565 milllen In relaton 40 varlous angoing commbments; £168 millkan of tis
provision remained unuilised at 31 December 2018,

Provislons ane made for st and ofher costs relaed o Group rescuciudng Inldatves at te polnt at which the Group becomes |mevacably commiied o the
aipendiiure. Af 31 December 2018 provslons of £1 79 millan {31 December 201 7: £104 million} weane Dekd.

The Group camles provilone of £122 milllan (2017 £136 milllon] for Indemnides and other Maters relaing o Iagacy businsss disposats In par years.
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33 Subordinated llablites

The mavemenit In subordinated llabilides durng he year was as Tollows:

Urdsted Diated
Prei=mad subardinated subomdinated
smcuritims Fabilies ligkilGes Total

The Group £m £m £m £m
At 1 January 2017 4,748 &25 11,885 17,258
Repunchases and redemptions during the yeart:
6.3659% FlaadFlasting Rate Mon-Cumulative Securties Callable 2015 (B0 - - (600}
4.3B5% Siep-up Perpenual Caphal Securfiles Callable 2017 | (74 - -1 (74
TE27% Fied 10 Flcadng Raie Guaamesd Mon-woing Mon-Curmuladyve Prefermed Securites | {1&3) - -1 [163)
Uindated Loan Caphal - 500 - {90
Subordingiad Callable Moes 2017 - - [F71) P71}

837 =) (771} [1,698)
Farelgn exchange movemants [221) 34y 1423) (ETE)
Othar movements (21l nor-cashl 31 3 {134} {100}y
At 31 December 2017 3,721 504 10,657 14,782
Issued during the yaar:
Floadng Rate Subordinaad Callable Makes 2023 - - 201 201
Repunchases and redemptions during the year':
6.461% Buarantsed Norrvodng Mon-cumulative Perpeiual Preferted Securides (600 - - (600)
Undaied Parpetual Frefarrad Sacurliles | 14 - | (14
10.5% Subordnated Bonds callable 2018 | - - tlEﬂJ. [150)
6.75% Subordnated Flead Rate MNoes callable 2016 . - - ILMJ. [1.492)

[614) - (1,842) (2,256)
Farelgn exchange movements 108 20 247 375
ahar mavemnents (2l non-cashl 5] -] [ELY ] (357
At 31 December 2018 3,210 529 9,008 12,745

1 The mpurchases ard mdemptions in te year msubed in cah ouflows of £2,2686 milion (2017: £1,608 milion].
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33 Subordinated llablites (cominusd)

Undated Diatedd
Frekmed subsrdinated subsrdinated
s=curifes licksiltiss lizkities Totd
The Bank £m £m £m &m
At1 January 2017 3,004 as0 7,031 10,575

Repurchases and redemptions during the year:
&.360% Flead/Floaling Rate Non-Cumulaive Securhies Callabie 2015 | {m‘ ‘ - - (500)

4 385% Step-up Perpsiual Caphal Securhies Callable 2017 [74) - - (74}
(674} - - (6T}
Fareign exchange movemants (153} 131}y (260) (ddd)
Othar mavements (2l nor-cash) 116} (18] 99y 116}
At 3] December 2017 2,251 418 6,672 9,341
Farelgn exchange movemeants aa 19 203 3o
Othear mavements {all nor-cash) (2F) - (26 (123)
At 31 December 2018 2,312 437 6,779 9,528

1 The mpuchases ard edemptions in 2017 resubied in cesh outlows of 2675 milion.

These sacurties will, Inthe evenit of the windng-up af the Issuer, be subordinaed 10 the clalmes of the deposloes and all oiher creditars of the Issuer, aiher than
creditors whose clalmes rank equally with, o are juniof io, the claims of the holders of the subordnated llabllides. The subordnadon of the speciic subordinated
labiifies & detemmined In respect of the Issuer and ary guaramors of 1hat llabiliey. The dalms of holders of preterence shares and efemed securiiles are
generaly Jumior 10 those of the holders of undated subordinaied labilides, which In oum are unior 1o the daims of the Nolders of the daied subondinated llabilides.
Melther the Group nof the Barmk has had any defaulis of princpal, Imerest ar other breaches with respect oo s subardinated llablinles dudng the yaar
[2017: noneEl.
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Staring
1,650 millon ordinary shares of £1 each

1 cumulative floadng rate Prefenence share of £1

100 & per cemt Non-Cumuladye Redeemable Pralarence shares of £1 each

175 milllon Preferance shares of 26p each

U5 dodars

1&0 milllon Preferance shares of 25 cenis aach

Ewvo

1&0 milllon Preferance shares of 25 cemis each

Japanese yen

S0 millicn Preference shares of ¥25 aach

£2) Issued and fully pald ordinary shares

2018 2017
Mumbse=r of Numberof
shares shars

Stariing
Qrdinary shares of £1 aach

At January and 31 December

1,574,285,751 1,574 2B5 751

Group ard Eznk
2018 27
Em Emi
1,650 1,650
44 a4
1,694 1,694
UsHm USEm
40 a0
&m &m
40 Eh]
¥m ¥m
1,250 1,250
2018 217
Em Em
1,574 1,574

ghare capital and contral

There are no imiadors on wilng rights o esmctans on the transter of shares In the Bank ather than as set aut In the ardcles of assocladon, and carain
resirictions which may from tme ta dme be Imposad by law and regulations (for example, Irsider trading laws).

ordinary shames

The hakders of ardinary shares, who hekd 100 per cent of the 1@l ordinary share capl@l at 31 Decermber 201 8, are endtied 10 recetve the Bank's report and
BCOOUNS, attend, speak and vole at general mestings and appant proxles 10 exercise walng fghts. Hokders of ardinary shares may akso racelve 2 diidand
(subject o the provslons of the Eank's anlckes of assocladon) and on @ windng up may share In the assats of the Bank

Issued and fully pald prefierence shares

The Bank has In 15508 varkous classes of prefererce shares which ane all clas:sifed as llabilides under accoundng standands and which are shown In noie 33.

35 Share premium account

At 1 lanuary
Redempton of praterence sharss!
At 3] December

Group ard Bank
2018 217
Em Em
(e ] -
- &00
600 &00

1 Diwring ihe year ended 31 Denember 2017, the Eank mdesmed 21l of its oustnding 6.365% FiodFloating Rae Non-Cumulztive Preference: Shars Callable 2015 which had
beer acooumied for 25 subardinaisd ahiliies. On redemplion an amourt of 600 million was irrafemed from retzined profits 4o the shae premium amoont
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36 Other reseres

The Group The Eank
N18 17 2018 17
£m £m £m £m
Qther resarves comprise:
MEgRr resanme 6,348 6,348 - -
Renaluaton reserve In respect of detn secunties hedd at falr value thraugh ofar
camprehensyve Inoame (379) 281
Revaluaton reserve In respect of equity shares held at fair value through ohar
camprehensyve Inoame - -
Revaluadon reserve In respect of avallable-Tor-sale financial assets 2 €11
Carsh Tlow hedging reserve 1,110 1573 1,268 1,554
Farelgn currency 1ransatkn resane (114) (207] (6] 76
At 31 December 6,565 7 05 1,543 2,241
MIWEMents [N aiher reserves wee as follows:
The Group The Bank
018 17 2018 w17
£m £m £m £m
Merger reserde
At1 January and 31 Decembar &, 348 6343 - -
The G&r The Bank
201 2018
£m £Em

Revaluation resefve In respact of debt securttles held at falr value through other comprehenshe Incomea
A1 31 Dacember 2017

Adjusiment an adegilon of IFAS 9 (nate 503 (185) 483
At1 January 2018 (185) 483
Changz In falr value (an| (58]
Deferred f2x a1 | 34
CUment ta - | -
- (24)
IMCome SEemearnt rarsfers:

Disposats (note &) (268) (258)
Deferred Ex 84 | 8o
(CUITENT £ax - | -
(184} 178)

At 31 December 2018 {378) 281

s
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36 Other reszrees (cominued)

The G The Bank
201 2018
£m Em
Revaluzbion ressrve In respact of equity shares held at falr valug through sther comprehensive Income
At 3] Dacember 2017
Adjusiment an adogilon of IFRS 9 {note 50} (25 [42)
At1 January 2018 [£1:3] a2)
Change In fair value (98) (102)
DeErmed 3% 22 -
CUEnt tax - -
(TE) (102}
Raalzed galns and lasses anehermed o retaned profis
Disposals 13z 144
Deermed 121 (21} -
CUEnt tax - -
111 144
At 3] December 2018 - -
The Gro The Bank
iﬂ'ﬁ =17
Em £m
Revaluation reserve In respact of awallable-for-sale Minanclal assets
Atl Jamuary 2017 a2 BET
Change In 1air value o avallable-for-sale financial asssts 294 231
Delerred 12x (25} 39
CUEnt tax 4y -
265 182
Income S@ESMent Tarsiers:
Disposals (nate 8) [464) [333)
Deermed 121 a3 a5
CUEnt tax - -
{ar1y {248}
Impalrment 6 -
DeErmed 3% - -
B -
At 3] December 2017 {1 611
The Group The Bark
2018 217 2018 2017
£m £mi £m Em
Cash NMow hedging reserse
A1 January 1,673 2,224 1,554 1,545
Change In 1alr value of hadging dedvadyes 1 [271] 258 15
Delermed 12x [43) 103 72 21
48 (168} 183 36
Income S@iEMment Tarsiers [691) [E44) (628) [43E)
Delermed 13 180 161 158 109
(511) {483} [&13:]] (=]
At 31 December 1,110 1,573 1,268 1,554

ar
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36 Other reszrees (cominued)

The Group The Eank
018 1T 18 7
£m £m £m £m
Furelgn currency translation resarve
A1 1 Jaruary {207) (180 76 a1
CUEncy Trareiatan dMersnces ansing In the year 1s) (161 2 2
FOME{EN CUFTEncy KISSES On Nt INWestment Nedges [as: £rill - (111 - vl
Transkars o Income s@EEment 108 - (8] -
At 31 December 114 (=07] 6 76
37 Retained pronts
The Group The Eank
e T Wik 7
£m £n £n Em
A1 31 Dacember 2017 37,718 53,145
AQUSIMENE an adogiion of IFRS 9 and IFRS 15 Mot 501 (963) [302)
AT Jaruary 36,7439 36,231 52,843 50,390
Profit far the year' a7 4,139 6,356 5,279
Capital transactians with parent
Dividends pald {noiz 39) (11,022) {2,650] {11,022) (2,650
Capital repayments (2,375 - (2,975 -
Capital caniributions recsived 265 43z 265 | a3z
Return of caplial comiibuitians i@ 771 {9 77
(13,741) {2,205) (13,741) (2,205)
DiStbUAans on ofhar squity INSTUMEns, net af fax (201) (193} [201) (193
Realsed galns and 105545 on equity shares held at Talr value ihrugh cder
COMpEnEnsve INcame 111 [144)
Redemption of prefefence sharss (noe 35) - (600} - (600}
Pusi-retrement dalined benafli SChEMS ramEasLTEmEnts 120 gz [162) 33z
Shiare of otear Eﬂl'l'pl'ﬁ'l!l'lEh’E' Income of assoclaes an:ljnlnl:u'm‘l:l.l’s ] - - -
Galfs and Kis3es ATIbUEDE 1 own credlt risk (Met of tax)® 389 (40} 388 (4]
AQUSIMENE an vestng of blsinessss (nme 24) - - - 278
At 31 December 27,524 a7,718 45,340 53,145

1 Ma income stziemeni: bas been shown for the Bank, 25 pemited by Section 408 of e Companies Act 2006,

2 During 2017 the Group ard 1he Bank demrognissd, on edempiion, finencizl [abifizs on which oumulstive fair value movemenis relsing o own credit of £3 milkon, netof tax, had
beer recogrised dieclly in retained profits {2015: Enill.

38 Other equity Instrumants

The Group 2nd Bank

2018 2017
Em Em
A1 January and 31 Decambear 3,217 3,217

The Bank has In |ssue £3,21 7 million of Serling, Dollar and Euro Additional Tler 1 (AT1) secundes to Lioyds Banking Group plc. The AT1 securdes are fied

Atz resating or ioadng rate Perpetual Subordinaied Pemanent Writs-Down Sacurties with no fied maurty of redempdon date.

The principal tems of the AT1 secuntdes are described below:

- The securtiles rank behind the clalms agalrst the Bank of ursubardinated credhonrs on a Winding-Up.

- The feed rate reset securlties bear a fived rate of Interest undl the Arst call date. Afeer the Initlal call date, In the event that they ane not redesmed, the fed
rate reset AT1 securides will baar intersst at rates fed parodcally In advance. The flicadng rate AT1 sscudes will be reset quarteny bath prior 1o and Tollowing
i first call date.

- Interest on the securities wil be dus and payable onfy at the sale discredlon of the Bank and the Bank may at any iime alect to cancel amy Intenest Faymeant

{ior any part thenaaf) which would cihansiss be payable on any Interest Payment Date. Thare are also cerain resmcdons on the payment of IMerest 25 specled
I the termes.
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38 Other equity Instrumants {condnusd)

- The securftles are undated and are repayable, at the apon of tha Bank, In whale at the first call date, of at any Interest Payment date thereatier. In addidan,
the AT1 securitles are repayable, at the optlon of the Bank, In whole for certaln regulsiony of 12x reasans. Amy repayments require the prior corsent of the
Pruderial Reguiation Authany.

- The securfiles will be subject 1 a8 Permanant 'Wite Down should 1he fully Loaded Common Equity Tier 1 rat of the Bank fal below 7.0 per cent.

39 Dividends on ordinary shares

2018 2017
Em Em

Dividends pald In the vaar were as folows:
FInal dividend for prevlous year pald during he cumant yaar - -
Imerim dvidends 11,022 2,850
11,022 2,650

40 Zhare-based payments

During the year ended 31 December 2018 Loyds Banking Group pic opertsd a number of share-based payment schemes for which employess of the
Liowds Bank Group wers digiole and al of which are equity s=led. DeIls of all schemes oparatsd by Liowds Banking Group are set out below, these are
managed and operaied on a Uoyds Banking Group-wide basls. The amount changad o the Group's Income siatement In respect of Lloyds Banking Group
share-basad payment schames, and which |5 Includsd whhin 5@ cosis (note 9, was £417 milllon {2017: £414 milllony wih a furthar £6 millkon
(201 7: £23 milllon) Included witiin discondnued operatdons (see note 13).

Group Performance Share plan
The Group oparates a Group Perfamance Share plan that |5 equity settled. Bonusss In respact of emplayes performance In 2018 have been recognised In the
changs In line with the propordon of the deferral paod completd.

Save-As-fou- Earm schemes

Ellgibie emplayses may Snier Ima Comracts hrough the Save-A5-You-Eam (SAYE) sChemes 1o 5ave up 1o £500 per marh and, a1 fie expiry of 2 flxed erm of
1hyea of five years, have e optlon o use hase savings within =lx manths of 1he sxpiry of the flxed erm 1o Soquira sNares In e Group a1 3 discountsd price of
ni less than B0 per cent of the market price a1 the s@rt of he Inviadon.

Mivements In the number o shara options cuisianding undear the SAYE schames are et oul balow:

208 2017
Wesighted Wi gh bl
Number of EI!I'I::EFE Numberof mr:tpﬁ
optiors [pe=nce) aptkare: [perce}
Ouwnstanding atc 1 January B60, 367,088 51.34 678,592 B9 5176
Granted 188,866,162 47.92 268 553 500 5103
Exerclsed (135,721,404) 58.00 (13,119,225) 56.58
Forfehed (22,909,999) 49,85 (18,545, 565) 5170
Cancellad (78,073,042) 50,56 (41,211,075 5277
Explred (10,033,887) 55.20 (13,803 B25) 56.98
Outstanding at 31 Decembar B0Z,954, 918 48,30 BE0,BET DER 5134
Exerclsable at 31 December 68,378 60.02 - -

The weight=d average share price at the dme Mat the optlons were exsrclzed dudng 2018 was £0.67 (2017: £0.67). The weighied average ramaning
conraciual Ite of apdons cinstandng at tha end of the yaar was 2.16 years (2017 1.4 yaars).

The welghiad averaps falr vale of SAYE optlons gramed dulng 2018 was £0.13 {2017 £0.15). The falr values of the SAYE oplons have been determined
using a standand Black-Schales mods.
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40 Share-based payments (cominued)

Other share option plans

Lioyds Banking Group Exscutive Share Plan 2003

The Plan was adopted In December 2003 and under the Fan share opdons may be granted to sanlor employees. Opdons under this plan have been granted
specifically o fadlitate recrultment (00 COMPENSEe New eCruls Tor any |ast share awards), and also 10 make grants 6o kay Indyiduals for retenton purposes. In
some Instances, grants may be made subject to Indidual perfomance candhians.

Fardclpanis are nat emthled 1o any dividends pald durng the vesting perod.

2018 207

Whaighted VWigh e

Number of uzn:':upﬁ Numberof moen:;!pme-
options (pence) opthors [perce)

Outstanding at 1 Jaruary 14,523,988 Ml 218,362 281 Hil
Granted 3,914,599 Ml 5 466 405 Hil
Exarcissd [6,854,043) Ml (104 567 BET) Hil
Vestd (148,109) NI - _
Farfalizd {6E62,985) Ml [B1 BE3) Hil
Lapsad (510,423) Ml (104 E55,147) Hil
Outstanding at 31 Decembar 10,263,028 Ml 14,523 389 Hil
Exercisable at 31 Decembsar 3,305,442 Ml 7. 723919 Hil

The welghted averge falr value of optlans gramed In e year was £0.55 (2017: £0.62). The 1alr values of opilans gramed have been deermined using a
sLandard Black-5choles model. The welghted average share price at e 1ime that the optors wene exercised duldng 2018 was £0.65 (2017. £0.65). The
welghted Fvarage remaining conracoal e of optiares custanding at e end of the year was 5.2 years (2017. 4.0 years).

Other share plans

Lioyds Banking Group Exscutive Share Dwnershlp Plan

The plan, Imroduced in 2006, |s aimed at dalvering shareholder value by [Inking fie recelpt of shares 10 an Improvement in fe parfamance o e Group over
a thiree year periad. Awards are made within Imis st by the rules of the plan, wih the imis dztermining the madmum number of shares that can be awarded
equaiing 1o tres times annual salary. In excepiional drcumsiances tits may ncrease to four imes annual salary.

Far tha 2016 and 2017 plan partilpants may be enthled b any dividends pakl durlng the vesting perlod IF the peromance condHlons ars met. An ameunt
a]ual In value 1t any diidands pald between the award daie and the dace the Remunemtian Commices determing that the periomance cordhlons were met
miay ba pald, hased oni the number of shares tat vest. The Remuneration Camimines will detsrming If any dvidends are 1o ba pald Incashar In shares. Detals
al he FEI'I'CIH'HEI'I:H':" condidans for e plan ang FII'CMI:BJ In tie DIreciors' remuneradon r2port

Atthe end of the parformance parlod for e 2015 grant, the @rgets had nod baan fully met and therefone thess awards vested In 2018 at 2 rate of 6.3 per Cent.

2018 17

Number of Number of

shares shaes

Oustanding at 1 Jaruary 370,804,815 353,228,024
Granted 160,586,201 135,812,783
Wested (¥3,270,301)  [57,406,564)
Farfahzd (48,108,870) (73, 268,568)
Dtvidend award 7,373,681 3,439,929
Outstanding at 31 Decembsar 417,385,636 370,804,915

Avards in Tespecl al the 2016 gram wesied In 2019 at a rate of 65.7 PEr 2Nl
The walghted average talr value of awards granted In ihe year was £0.45 (2017: £0.57).
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40 Share-based payments (cominued)

The falr value calculadons at 31 December 20138 for grams made In the year, using Black-Scholes models and Mome Cano simulation, are based an the
fallowing assumpdans:

Exe curtive
Share P

SavedzYouEam 2003 LTip
Welghed average risk-Tras Imerest rate 0.96% 0.74% 0.94%
Welghted average expecied (e 3.3 years 1.3 years 3.7 years
Welghied average expected volatliiy 28% 21% 29%
Welghed average expected dividend yiekd 4.0% 4.0% 4.0%
Welghied average share price £0.59 £0.58 £0.67
Welghied average exemise price £0.48 Hil Ml

Expected voladliy |s @ measdre of the amount by which the Group's shares are expected 10 Auciuge during te (e of an option The expected valailiiy k=
azimated based an e hissancal woladling of the chosing daly share price over ha mast recent period hatls commensLrate with the sxpected Ife of the opdan.
The hisancal walatliy |5 compared o 1he Implled voladlly gensmted fram mankst raded optiars In tha Group's shares to 2=5825 e raasonablensss of the
histoncal walatliy ard adjusimants mads where approprae.

Share Incantive Plan

Free Sharas

An award of shares may ba mads annualy o BMpYeEs Up 10 3 madmum of £3,000. The shares awarded are hald In Tust for @ mandatory pared of tres
years an the employes’s behalf, during which parod the amplayes |5 eniiled 10 ary diidends pakd on such shiares. The award ks subjsct oo & non-market based
candidon. If an amplayee leaves the Group wiihin tis three year period for other than a ‘good’ raason, all of the shares awarded will be fortelied.

On 10 May 20138, 1he Group made an awand of £200 (2017: £200] of shares © all algible employass. The number of shares awarded was 21,513,300
[2017: 21 56E,047], with an average falr value of £0.67 {2017 £0.65) based on the market price at the dace of awand.

Matching shares

The Group UNdertakes 1 maich shares parchased by employsss up to he value of £45 par mant; hese matching shares e held In st for @ mandaany
pead of threa years an he employes's benal, during which perled the empiayes b emitied 10 any dividends pald on such shares. Tha award |5 subjec o a
non-markst bazed conditdon: i an empliopes lazves whhin tis threa year period far oher than a ‘good’ rexson, 100 per cant of the maiching shares are forfeisd,
Simllany If the employess sall thelr purchased shares within tiree years, thelr maiching shares are forfeied.

The numbser of shares awarded ralaiing to macching shares In 2018 was 34,174,181 (2017 32,025,407, whh an avarage falr valua of £0.63 (2017: £0.67),
based on market prices a1 the date of award.

Flzd share awards

Flied share awards were Imroduced In 2014 In arder 1o ersUre that izl fed remunsradon |5 commensLrats wit role and 10 provids 2 compedive reward
package for cenain Lioyds Barking Group employees, with an appropiats balance of flvsd and vanabie remuneraton, In line with ragulamey raquiremans. The
flxed share aweards are delivered In Lioyds Banking Group shares, releasad over five years with 20 per cent belng released aach year falkowIng the yaar of award.
The number of shares purchased In 2018 was B 988 562 (2017. 9,313,314 ).

The fieed shara award k nat subject ta any parformance condidons, performance adjusiment ar clawback. On an employea leaving the Group, e | na changs
1o the Timeline for whikch shiares will become unresiricied.

41 Related party transactions

Key management persannel
Keyy MaNagement personne are Mixse persons having authanty and respansibllie for panning, dirscing and comolling the acdvides of an endy; he Goups
kay managemant personngl e he mambers of Me Lioyds Banking Group pl Group Executve Commiftes ogetha with he Man-Executive DIrscoos.

The @ble below detalls, on an aggregaied basdls, kay management personnel compensatian:

2018 217
£m £m

Compensation
Salaries and oter shar-lem benefls 13 13
Post-smplayment benalls - -
Share-basad payments 17 22
Taotal compensation 30 a5

The aggregate of the amolumenis of the diracion was £12.2 milllon (2017: £14.0 milllon).
AGEYREATE COMpany comibudons In respect of key management persannel 1o defined conributian penslon schemes wera £nil (2017: £0.05 millian).

91
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41 Related party transactions {condnued)

The toial for e highest pald direciar (Andnka Horta-Osdeio) was £5,472 000 (2017: (Arcdnio Hora-0sdna) £6,463,000); 1his did not Indude any gain an
axgrciss of Lioyds Banking Graup plc shares In ahher year.

2018 2017
million millien
Share aptlons over Lioyds Banking Group plc shares
AT 1 Jaruary 1 El
Granted, Including cerain adjusmens (Ncludes emidemeants of appoimad key Managament parsannal) - -
Exercisedilapsad (Inciudes endtemens of Jamer key Management personne) 4N] 21
At 31 December - 1
2018 2017
million millien
Share plans settled In Lioyds Banking Group plc shares
AT 1 January a2 &5
Grantzd, Including cenain adjusmens (Ncludes emidemeants of appoimad key Managament parsannal) 39 a7
Exarcissd/iapsad (Inciudes endiiements of fmer key Managsment persanned) (37 20
At 31 December 84 az

The tables below detall, an an aggregated basls, balances oursEnding at Te year end and relaied INcome and expense, mgeter with Information ralaing o
oiher Tansacions between the Group and s key managemeant personned:

2018 w17
£m Em

Leans
AT1 January 2 4
Advanoed {Includes lcans of appoimed key management personnel) 1 1
Repay menis [Includes laans of Tommer key management parsannd) 1N} 3
At 31 December 2 2

The Ioars are on bath 2 secured and unsecured basls and are expecied 10 be sefled In cash. The kans airacied nenest raes o between 6.70 per cent and
24 30 per cent In 2013 (2017 &.45 par cemt and 23.95 per cant).

Mo provkslons have bean recognised In respect of loans given 1o key managament parsannel (2017: £nll).

2018 217
£m £m

Depasits
At January 20 12
Placed (Ncludes deposhs of appointed kay Management personne) 33 41
Wihdrawn {Includes deposis of Tomer key management parsannd] (33) (33]
At 31 December 20 20

Deper=lts placed by key MEN3EEMENT personnel anmacted |Menest raes of up o 3.5 per cent (201 7: 4.0 per cen).
A131 December 2016, the Group did nat provide any gUATaNees In respect of key MEnagement parsannd [(2017: none).

A1Z] Decamber 2018, rarsaciions, amangements and agrasments enered Nt by the Group and 16 banking subsidiaries wit direcions and connecied persorns
Included amounts ouisianding In respact of kians and creditcarnd ransactians of £0.5 milllonwith three direciors and thres connected persons (201 7: £0.01 millian
with three dreciors and twio connecied persons).

Balances and transactians with fellow Lloyds Banking Group undertakings

Fansiers of oparations

As & result of the requirsments of the Ang<encing reguiations, e Bank sold I subsdiary, Scotish Widows Group Limled, 1o 1S uldmate hading compary
during 2018. In addiion, the Bank and 115 subsdiary, Bank of Scotland ple, sold te element of felr oversass and commerdal banking businesses requined o
be rarsiemed In ofder m ensure compllance wihih the dng-fencing legislation 1o Lioyds Bank Corporate Markets pic, 2 felow Lioyds Banking Group undertaking,

Baiances and transachions hetwesn membars of the Liopds Bank Group
In accondance with IFRS10 Consoddatad Mnancial staemants, Tansactions and balances between the Bank and IS subskdiary undenzkings, and batwaan hass
subsdiary under@kings, have all been eliminated on cansalkdatan and 1hus ars not repored &= relatsd party Tansactians of tha Group.

g2
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41 Related party transactions {condnued)

The Bank, &= 2 resut of WS positan as parant of 3 banking group, Nas a lage number of mansacdons with vanous of hs subsldary undertakings, these ans
Included on the balance sheet of the Bank as Tollows:

2018 217
£m £m
Asszts, Included whhin:

Defivadyve financlal Irerumerns 7,385 7,851
Financial assets at fair value through proft of loss a 603
Financial assets at amanised cost: due rom feliow Lioyds Eanking Group undertakdngs 152,592 160,108
Avallable-Tor-sale Mnancial assats 2,051
158,985 170,613

Liabilides, Includsd within:
Due o feliow Lioyds Banking Group undertakings 71,696 102,085
Financial liabilides at fair value through profit of loss 142 221
Derlvadve finandlal InsTuments 6,335 7,528
Dbt secundes In ssue 124 106
Sutordinaied llablites 58 53
78,355 109,933

Due 10 the slze and walume of Tansacions passng mrough these accouns, It & nelther pracical nor meaningful 10 disckese Imormatian an gross Inflows:
and outfiows. Ouring 2008 the Bank eamed Imerest Income on 1he above asset balances o £2,646 milllon (2017: £2, 286 million] and Incumed Intenest
axperse an the abowe llabllity balances of £68E6 millan (201 7: £533 milllon).

In addidan, the Bank ralssd recharges of £1,315 million [2017: £1,2587 milllon) on It subsidaries In respact of cosis Incumad and also recedved fees of
£146 million (2017: £147 million), and pald fees of £151 millian {201 7: £116 milllon), Tor vanous ssrvices provided Detween e Bank and hs subskianes,

Dells of condngent llabilides and commiments emersd Ima on behalf of fellow Liayds Banking Group undenzkings are gven In nots 42,

Aaiances and fransachions with Linyds Aanking Grup pic ang feiow subsidanss af the Bank
The Bank and Is subsklaries hava balances due ta and fram the Bark's parent company, Lioyds Eanking Group pic and falow subddianss of the Bank. Thass
are Includsd on the balance sheet a5 Tollows:

The Group The Bank
018 017 2018 2017
Em Em Em Em
Aszsets, Induded whhin:
Financial assets at amanised cost: due from feliow Lioyds Eanking Group
urierakings 1,678 6,195 993 3,352
Financial assets at fair value through profit of loss 1,062 1349 1,082 -
Dervadve finandlal InsTuments 2,588 (=20 2,558 327
5,529 8810 4,613 3,679
Liabilides, Includsd within:
Due o feliow Lioyds Banking Group undertakings 19,663 13,237 16,687 10,684
Financial liabilides at fair value through profit of loss 137 - 137 -
Derlvadve finandlal InsTuments 2,683 1384 2,184 265
Dbt securdes In [ssue 183 181 7 -
Sutordinaied llablites 2,885 2 B4l 2,900 2,741
25,671 17 .54-3. 21,915 13,630

These balances Indude Lioyds Banking Group pic's banking amangements and, due m the sze and wolume of Tarsacions passing thraugh these acoounts, It
k= nedther pracical nor meaningful 1o disdose Informiation on gross Infiows and outfiows. During 2018 the Group earmed £166 million and the Bark earned
£142 millkan Interest Incamea an the above assat balanoss (2017. Group £62 millan; Bank £20 milllan); the Group ncurred £370 million and the Bank
Incurred £334 millon Interest expense on the above lablity talances (201 7: Group £255 milllon; Bank £207 milllon),

Daxing 2017 and 201& the Bank Incumed expendiure for e benafi of IS subsidiaries, which has not been rechangsd.

During the yaar, te Group dispassd of certain enthies o falow subsldlanes of Liyds Banking Group ple. The uldmate comraling party of tese enhies remained
1he same falowing the Trarsher.
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41 Related party transactions {condnued)

Other related party transactions

Persion s

The Group provides barking and Some IMsATEnt Maregemant sarvices [ ceriain of 1t penskon funds. AL 31 December 2018, cusiomer deposts of £225 milllan
[2017: £337 milllon) and IMesiment and NsuRNCe cormract 1ablides at 31 Decamber 2017 of £307 milion, repored within the disposal group (see note 13),
related ta the Graup's panson funds.

Jolnt ventimes and assocales
A131 Decambar 2018 there wene [oars and advanoes 10 cusiomers of £57 millkan (2017: £123 millon) cusianding and balances whhin customer deposlts
af £2 milllon (2017: £8 millkan] relatng o jint venones and assod aes

42 Contimgant llabliites and commitments

Interchangs feas

WHH fespect 1o mult-lateral Imerchange fees [MIFS), the Lioyds Banking Group 15 ne dirsctly Invalved In the chgang Imvestigations and IHgaton as described
bekowy which Imvalve card schemes such &s Visa and Mastercand. However, the Lioyds Banking Group 1s 2 memberiicenses of Wisa and Mastencard and ofier
card schemes:

- The Eurcpaan Cammisslon coninles o pursue compathion Investgatons agalret Mastercan and Wsa proting, amangst ather things, MIFs pald In raspect
of cands ksued ounside the EEA;

- Utiganion brought by remaliers cominues In the English Cours against bot Visa and Mastercand;

- ArTy uldrmacs Impact on the Lioyds Banking Group of fe above Investigations and (igadon against Wisa and Mastsrand remains uncerzin at hiks imea.

Wisa Inc completed Its acquisldon of Visa Eurape on 21 June 2006, As part of Mils mansacian, the Lioyds Banking Graup and certaln ather UK banks ako
anterad Ime a Loss Shanng Agreement [LEA) with Visa Inc, which clariies the alkocation of llablihies bebween the pardes shauld 1the Itgadon rafamad 10 above
result In V1sa Inc being llable for damages payatle by Wisa Europs. The masimum amount of llabilit 1o which the Lioyds Banking Group may be subject under
1he L3A k& capped at the cash conskderation which was recefved by the Lioyds Banking Group at completion. Visa Inc miay akso hawve recourse 1o a general
Indemnity, previously In place under Wisa Europs's Operaing Regulatlons, Tor damages clalms concarning Imer of Ima-reglonal MIF sstting activiiles.

LIBOR and other trading rates

InJuty 2014, the Uoyds Banking Group annocunced tat it had reached settiements tmalling £217 milllon {2t 30 June 2014 exchange @ies) 10 resdve whh
UK and LIS faderal authorities legacy Issues regarding the manipulation several years ago of Lioyds Barking Group companies’ submisslons 1o the Bridsh
Barkers' Assoclation (BRA) London Imerank Offared Rae (LIBOR) and Steding Repo Rate. The Lioyds Banking Group coniniues 1o cooperate whh varlous otar
governmenit and regulatory authorties, Including the Swiss Compaildon Commisslion, and a numbsr of LS Siate Atomeys Generd, In conjuncdon whinh telr
Imvesil gatians Imo submisslons made by panel members t the bodies that set LIBOR and varkaus ofer Interbank offered @ies.

Certan Lioyds Banking Group companies, wogether with oihar pana banks, have also been named &s defendants In private lawsuhs, Incuding purpanted oass
actian sUiE, In the US In connectlion whi thelr rales as panal banks comnbudng oo the setdng of US Dollar, Japaness Yan and Stering LIBOR and e Ausrallan
BESW Referance Fate. Cer@in of the plalmits' clalms, have baen dismissed by the US Federal Court for Southern Distmce of Mew York (subjsct 1o app=als).

Cartan Lioyds Bankng Graup companiss are aso named as defendans In () UK based clalms; and (Il) In 2 Dutch class actians, Rising LIBOR manipulatan
allsgations. & number of e clalmes againss the Lioyds Banking Group In ralation 1o the allagad miks-5ae of Interest raie hedging products 350 Incude allegadons
af LIBOR manipuladon.

It I5 currenity not possible 1o pradict the 5cops and uidmacs dutcome on the Liaoyds Banking Group of the vanous aumsianding regulatory Imvestgadons not
encompassed by tha seTlemems, any privale |awslis of any related challengss o the Inerpretaton o valiity of any of the Lioyds Banking Group's conraciua
amangements, Inciuding helr dming and scale.

UK shareholder Itigatlon

In August 2014, tha Lioyds Banking Graup and @ numbear of formar dirsctors ware named 3 defendants In 2 clam by a numbsr o clalmants wha hald shares
In Lioyds TSE Group pc (LTSE) priar 1 the acquishion of HBOS ple, allaging breaches of dubes In relalon 1o Irfamaton provided 1o sharaholders In connectian
with 1he acquishion and the recapiialisaton o LTSE. The delendants refuce all clalms made. A mal commenced In the English High Court on 18 Ociober 2017
and concludad on & Manch 2018 whh udgment 10 follow. 1t 1S cumandy not possibie 10 datemine the Wilmaie Impact an 1he Liayds Banking Sroup 0F any).

Tax autharities

The Lkoyds Banking Group has an apen macer In reladon oo a dalm for graup rellet of losses Incumad In Its farmer Ish banking subsldlary, which cassed rading
an 31 December 2010, In 2013 HMRC Imormed the Lioyds Banking Group that telr Inerpretaton of tie UK niles wiilch alow the oftset of such losses denles
the dam. If HMRAC's postion Is Tound o be coffect Managemeant esdmate that this would result In an Increasa In current 1ax labillides of approximaety
£770 milllen {Including Interest) and a reductian In the Lioyds Banking Graup's deferred @x asset of approalmaialy £250 milllon {overall Impact on the Goup
of £910 million). The Lioyds Banking Group does nof agress with HMRAC's poslion and, havng fakan appropiate advice, does nat conslder that ihis |s 8 cass
where addidonal tad will uitimanely fall due There are a number of othar open mackers an which the Group Is In dscussion wih HMRC ncuding 1he 1ax
treaiment of cartaln Cosms arksing from the divesmment of TSE Banking Group plcy, none of which 1S expected 19 have 3 material Impact an the financal positian
aof the Group.

Resldentlsl mortgage repossessions

In August 2014, the Morthern Ireland High Court handed down judgment In favour of the bomowers In reladon oo three resldentlal morigage Bst cases
COneeming cerain aspects of the Lioyds Banking Group's practice with respect @ e racalculatian of conraciual monthily Ins@Iments of CUSKOmErs In amaars.
The FCA has bean actively engaged with the Indusiry In reladon to these comslderatons and has published Guidance on the Teament of cusIOmErs wih
mirigage paymert shortfalls. The Guldance covers remedatian for Marigage cusiomers who may have been affected by the way ims calculaie these cusiomears”
manthly marigage Irstaiments. The Lioyds Banking Group |s Implememing the Guldance and has now con@ctsd neary Al affected cusmmers whh any
remalning customers anticlpated to b= con@cted by the end of March 2019,
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42 Contimgant llablities and commitments (comirued)

Mortgage amears handling acthvities — FCA Investigation
0N 26 May 2016, e Lioyds Banking Group was Imormed that an emforcsment (8am at the FCA had commeenaad an Invesdgadon In connection with the Liopds
Banking Group's Mofigege amears handling acihviles. This Invesdgatian ts ongoing and the Lioyds Banking Group cominues 1o cooperate with he FCA. It ks not
cumendly possibie 1o make a ralable assessmeant of any llablity that may result from he mvestdigation Includng amy Ainancial panaity or public cansure.

HEOS Reading — FCA

On 7 Apil 2017 the FCA announced that It had resumead his Investigadon Inm the events sumounding the discovery of misconduct within the Raading-based
Impaired Assecs 'eam of HBOS. The Irvestigation Is ongoing and the Licyds Banking Group cominues 1o COOperaie with the FCA. IS not curemly pessble
migkee & rallable assessment of any llablifty that may result from the Investgation Including any Ananclal panalty or public censura.

Other legal actians and reguistory matters

In additkan, during the ardnary courss of busness the Group |s subject 10 other complalnts and thresened or actual legal proceedngs Induding class of graup
action clalms) brought by of on benaf of current o former eMployees, CUSIMErs, INWesoms of other third partles, as well a5 legal and regulatory revews,
challenges, Imvestigatians and enforcement actians, both In the UK and oversaas. All such material maters are peodically reasssssed, with the assis@Ence of
axternal professianal advisers whens appropate, 1o deermine the Tkelinood of the Graup Incuring a labllig: In those IrsEnces whene s conduded that it ks
mire |kely than nat that a payment will be made, a provisian Is esiablisned 1 management’s best estimate of the amaount required a1 the relevant balance sheet
date. In some cases It will not be possible 10 farm a view, for example bacause the facts are UNCkear of bacauss Turiher ime |s nesdad propeny o assess the
merfis of the case, and no provslons are held Inrelalan 1o such mackers. In these dreumestances, specific dsckesure In reladon 1o @ condngent Habillty will bs
miade where maeral. However the Group does nof cumendy expect e final outcome of amy such case 1o have a maedal adverss effect an 11s financal pasidan,
Opefations or cash fows.

Contingant itabiiites and commitments arising from the banking business

The: Group The Bark
2018 17 2018 17
£m £m £m Em
‘Contingant Iabilides
Acceptanoes and endarsemens 32 71 31 T
athar.
Other Hems serdng as direct oredit subsiiuies 435 740 445 22
Ferfomanca bonds and aiher ransacton-ralated condngancies 2270 2,300 2,012 2,167
2,765 3,040 2461 2,689
Total contingent Habdities 2,787 3,111 2,492 2,059
The Bank
2018 2017
£m £m
Incumad on bahalf of fellow Lioyds Banking Group undenakings - 5

The comtingent ablides of e Group and the Bank arke In the normal course of bankng business and |15 nof pracdcabda oo quamiy thedr Tuoure financlal efiect.

The Group The Bark
218 w17 2018 27
Em Em Em Em
Commitments and guaranteas
Documeriary credts and ofhar shart-12m tRde-relaed ansaclons 1 - - -
Forward asset purchases and forward deposlts placed 731 a4 B4 353

Undrawn formal standiby facliiles, credh lines and cthear commlmments 10 lend:
Less tian 1 year oiginal mamnty:
Morigage oifers made | 11,573 ‘ ‘ 11,156 ‘ 1,514 ‘ 1,291

CiNEr comTiTMEns and guarkmees 77,995 24,325 31,255 a7 457
89,568 a6, 081 32,7608 36,748
1 yBar ar over anginal manrity 28,214 30,074 24,444 35,500
Total commitments and guarantees 118,514 135,530 57,897 74,001
The Bank
2018 2017
Em &m
Incumad on benalt of feliow Liayds Eanking Group Urkenakings 5,452 1,532

O the amoun = shown abowa In respect of undrawn Tormal siandby facllides, creditlines and odier commimmens o lend £48 455 million (201 7: £65,946 milllon)
far the Group and £320,420 milllon (2017 £47,590 millkan] far the Bank weane Irmayccable.

35
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42 Contimgant llablities and commitments (comirued)

Oparating lease commitments
Whera 2 Group campany | he lessss, Me funure mInimum leass paymants under norcancellable pramises aperating laases ara as Tollows:

The Group The Eank
218 17 2018 27
Em Em Em Emi
ot later than 1 year 76 275 147 153
Later than 1 year and nat ater than 5 years oy E45 457 47d
Later than 5 years 77 934 537 452
Total operating lesse commitments 2,080 2,054 1,141 1,083

Operadng |ease paymanis nepresent reni@l payable by e Group for cer@In of HE properdes. Some of 1hese oparalng |2ass ATargaments Nave renewal opions
and rent escalation clauses, alfiolgh e ffect of 1hesa |s ot material. Mo arEngaments have bean sntenad Into far condngant remal payments.

Capltal commitmernts

Excluding commiimenis of the Group In respsct of IMeesmment property (note 23), caphal expendiure commcted but not provided for at 31 December 2018
amouried 10 £370 millan (2017: £444 milllon) Tor the Group and £1 million {201 7: £4 milllon) for the Bank. OF tis amount Tor the Group, £36% millian
(201 7: £4.40 rnillian) relabes 1o as5615 10 be |easad 10 CUSIOMENS Undar operatng (easss. The Group's managemeant s confidert that fuune net reveniues and
Tunding will b= sUficlent 1o cover these commibiments.

43 Stuctured entities

The Group's Imeress In sinuciunad emides ane corsolidated. De@lls of the Group's Ineress In tese smuchured entlies ane set aut In note 28 Tor sscundsadons
and covered bond vehlcies, note 30 far siuctursd entlles assoclated with the Group's perslon schames, and below.

Asset-backed condlis
In addidan 0 the sTuciured endiles dscussed In note 28, which are used for securhisaiion and coverad Dond programimes, e Goup sponsos an acive
assal-backad conduh, Cancara, which Invests In diem recehvables and deb sacuniies. The ial consolldaied exposure of Cancara a1 31 December 2018 was
£5,122 millon {2017: £6,04% millon), compnsing £5,012 milllon of loare and advanoas [2017: £5,93% millon) and £110 milllon of deb sacurhies
[2017: £110 million}

All lending assa1s and debt securiies held by the Group In Cancara are resiricied In use, & they ane held by the collateral agent Tor the beneft of the commerclal
paper Investons and e iquidity providers only. The Group provides liguidiny facilides o Cancam under | ms 1hat ane usual and cusiamany far s@ndard lending
acihties In the nomal course of the Group's barkdng acdvides. Durng 2018 thera have cominuad 10 ba plannad drawdowns on certan Iquidity fadiides for
balarce shest Management purposss, sUpportng he programme 1o provide funding alongsids the procssds of the assat-backad commerdal paper ssuance.
The Group could b= asked 10 provide SUPpONT UNder e conraciud s of 1hese amangemeants Including, for example, IF Cancara experienced a shormall In
axtenal funding, whikch may ooour In the event of market disupdon.

The external assems In Cancara are corsolldxed In te Group's financlal siaements.
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44 Financlal Instrumants

{1} Measuremant basls of financlal assets and llabilities

The accouning pollcles In noie 2 desciba how different classes of finandla INSIUMENS are measured, 2nd how INcome and expenzes, Induding fair value gains
and losses, are recognissd. The following 12bies analyse e carmying amounis of tha financlal asssts and llabilldes by caegary and by balance sheet heading.

Mandatorily held at .
fu'rwh.rel%rm.gh . At fair value
[l grisbes]

e pmftorloss egied B Meldat
= hedging, Held far through comprehenzive  amortized
retuments trading Other  profit or les incame aoet Total
The Group £Em £m £m £m £m £m Em
At 31 December 2018
Financial assets
Cazh and balances at camral banks - - - - - 40,213 40,213
Ioemes In 1he course of collsctian from banks - - - - - 645 645
Financial assed at fair value through proft of loss - 19,452 3,704 - - - 23,258
Cerlvadve finandal Insruments 1,483 9,810 - - - - 11,293
Loare and advances m banks - - - - - 3,682 3,692
Loars and advances o cusiomers - - - - - 454044 454,044
Dedn sacurties - - - - - 5,098 5,095
Dua from fellow Liayds Banking Group undanakings - - - - - 1,878 Lara
Financlal assefs at amarnissd cosl - - - - - 474,709 474,709
Financial asseis at 1air value Through other comprahensive Income - - - - 24, 368 - 24,368
Tatal finamclal assets 1,483 20,272 3,704 - 24,368 515,667 574,434
Financial Habllites
Depels from banks - - - - - 26263 26263
Cusomer daposhs - - - - - 381,251 391,251
Due o fellow Lioyds Banking Group undertakings - - - - - 18,663 18,663
It In course of Tansmissian 1o banks - - - - - 615 615
Financlal liabdlides at falr value through proft or loss - 10,543 - 7,187 - - 17,730
Cervadve financlal InsTuments 1,107 9,804 - - - - 10,911
Mz In crculadon - - - - - 1,104 1,104
Debt securdes In [ssus - - - - - B4533 64,533
Subordinaiad liaolites - - - - - 12,745 12,745
Tatal financial lablites 1,107 20,347 - 7,187 - B616,174 544,815
97
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44 Financlal instruments (cominued)

Derivatims A i velue through

desgnzied prefit ar boss Held a1
s hedging Held for Avzilnhle- amorlised  Insumnoe
instumemns 1mding Other for-szle oost moimiracs Total
The Group Em £m £m Em £m £m £m
At 3l December 2017
Financial assets
Cash and balances at cemral banks - - - - 56,521 - 58,621
I&me In 1he Course of collactian iom banks - - - - 758 - 755
Financlal asseis at 1air value through profit o loss - 42,830 2,778 - - - 45,608
Cervadve finandlal Insruments 1,000 22,252 - - - - 24,152
Loare and advances o banks - - - - 4,274 - 4,274
Loars and advances o CUSIDmEs - - - - 465,555 - 455,555
Debt sacurties - - - - 3,637 - 3,637
Due fram fellow Liowds Banking group under@kings - - - - 6,195 - 6,185
Finandial asseds at amanissd cost - - - - 479,661 - 479,661
Avallable-Tor-5ale Ananclal assets - - - 41,717 - - 41,717
Assets of corminuing operatkrs 1,900 65,082 2,778 41,717 538937 - 650,414
Assets In the disposal group note 13) - 3,465 125,051 - 2337 - 130,853
Total financlal asses 1,900 68,547 127 829 41,717 541,274 - 781,267
Financial Habliites
Deperlis from banks - - - - 26,888 - 26,888
Cusiomer daposhs - - - - 415,124 - 415,124
Due o fallow Lioyds Banking group underakings - - - - 13,237 - 13,237
I&TeE In course of Tarsmissian 1o banks - - - - 579 - 579
Financial liabilides at 1air value through profit o loss - 43,062 7812 - - - 50,874
Delvadve financlal InsTumeants 1,564 22,835 - - - - 24,600
MaEs In drouladon - - - - 1,313 - 1,313
Dbt secundss In ssue - - - - 61,865 - 61,865
Subordinaiad llablities - - - - 14,782 - 14,782
Liabilldes of candnuing operadons 1,564 &5,897 7812 - G3B,788 - 614,361
Liabilides In the dsposal goup (nae 1 3) - 3,147 - - 5,055 119,271 127,473
Total financlal ladllides 1,664 69,044 7 E12 - 543,843 119,271 741,834
]
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44 Financlal instruments (cominued)

it
m 'P'w':ﬁ""":‘:IEIh m m“”"'ﬂﬁi‘. Held at
s hedging, Hedd for through msive  amortised
instruments trading Other  profit or less income oist Total
The Bank £m £m £m £m £m £m £m
At 31 December 2018
Financial assets
Cash and balances at cemral banks - - - - - 37,632 37,632
Ibemes In 1he course of collaction Trom banks - - - - - 464 464
Financlal assefs af fair value Through proft of loss - 19420 1,423 - - - 20,843
Dervadve financial IrsTuments 432 14,999 - - - - 15431
Loars and advances o banks - - - - - 3,163 3,153
Loars and advances o CUSKmeEs - - - - - 172,316 172,315
Detnt sacuntes - - - - - 4,960 4,960
Dua from Tellow Lkoyds Barking Group
urderakings - - - - - 153,686 153,585
Financlal assefs at amanissd cost - - - - - 334,013 334,013
Financial asseis at 1air value Through other comprahensive Income - - - - 23,208 - 23,208
Total financlal assets 432 34,419 1,423 - 23,208 iFa, 108 431,591
Financial Habliites
Deperslis from banks - - - - - 5,320 5,320
Cusomer daposhs - - - - - 229402 229,402
Due o fellow Loyds Banking Group undertakings - - - - - 88,383 88,383
Itemes In course of TansmikEskian 10 banks - - - - - 341 341
Financial liabilides at 1air value through profit of [oss - 10,586 - 7,033 - - 17,719
Delvadyve financlal InsTuments 1,315 13,231 - - - - 14,545
Debi securdes In Issua - - - - - 49,787 48,787
Subordinaied llablltes - - - - - 8,528 8,528
Total finamcial labliites 1,315 23,!]?. - 7,033 - 382,761 415026
2]
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44 Financlal Instruments (cominued)

as hedging Held for Bvailable. amartised
instruments redirg Oeheer for-sale cos Total

The Bank Em £m Em Em £m &m
A1 31 Dacembsr 2017
Financial assats
Cath and balances atcemral banks - - - - 56,835 56,835
Ioems In 1he course of collectian from banks - - - - 450 490
Financlal asseis at 1air value through profit o loss - 42,8359 1,138 - - 43,977
Derlvadve finandlal InsTuments b 25,950 - - - 26,764

Laars and advances o banks - - - - 3,611 3,611

Laans and advances o CUSKmes - - - - 170,804 170,804

Debt sacurties - - - - 3,182 3,182

Due fram fellow Liowds Banking Group undanakings - - - - 183,480 163,460
FInancial assefs atr amartissd cost - - - - 341,057 341,087
Avallable-lor-sake Ananclal assats - - - 42,566 - 42 566
Toial financlal assecs 774 &3,529 1,138 42566 3597 332 510,689
Financlal Habliites
DeperEls from banks - - - - 7,538 7638
Cusamer daposis - - - - 234,397 234,397
Dus oo faliow Licyds Banking Group undertakdngs - - - - 112,783 112,789
Iomes. In course of TarEmisskan 1o banks - - - - 304 04
Financial llaplides ac fair value through proft o loss - 43,233 TELZ - - 51,045
Derlvadve financlal InsTuments 2,079 26,138 - - - 26,267
Debi securdes In Issua - - - - 48,158 48,158
Subordinaied llaolites - - - - 9,341 9,341
Total financlal llanilides 2,079 69,421 7ELZ - 412,507 491,819

(2) Falr walue measunement

Falr valug |s the price that would be recelved o s=ll an assef of pakd 1o transfar a llablify In an onderly rarsactdon betwean martket parddpants at the
mEasLremEnt date. 1115 a massure at a specific date and may be significandy different from the amaur which will aciually be pald of recelved on manudty ar
SE emen dae.

‘Wheraver passinla, far values have been calculated using unadjusied guoed market prces In actve markecs for Idemical Insinumnts held by the Group. Where
quaied market prices ane nat avallable, ar are unrallable bacauss of poor liguldity, falr values hawe been delermined wsing valuatkan technlques which, 1o the
exient possible, use market observable INPUIS, DU In 50Me Ca585 USe Non-manks obeervable INpUIs. Valuation technijues ussd Include discouried cash fow
analysls and pricdng models and, where appropiaie, comparison 1o Insruments with charactensics smilar o fose of the Insruments held by the Graup.

The Group manages valuadon adjustmenis for Its derlvaihe expaEUnes on 8 net basls; he Goup deiemines helr falr vaues an the basls of thelr net expasunes.
I all cher cases, falr values of fnandal assats and llabllites measurad at far value are determined an the basks of halr gross expasUnes.

The camying amount of the following financlal Insirumems 1S a rexsonable approsdmadaon of falr value: cash and balances at cenmal barks, [Ems
In the course of collection from banks, [ems In course of rarsmission @ banks, noles In dreuladon and llablitles aring from non-pardcipating Irvesiment
Coniracts.

Bacause a varlety of estimation echniques are employed and sigrificant esdmates made, comparlsans of Tair values betwaen fnandd Insdonions may nof b
meaningful. Raaders of these finandal statements ara thus advsed 1o wse cauton whean using tis data to evauate the Group's financlal pasdtan.

Falr value Informadan |s not pravided for Hemes that are not finandal Insruments o Tor other asses and labilldes which are notcarrled at falr value In the Group's
consalldated balance sheet. These hems Incude InEngile asses, such as the value of the Graup's branch netwaork, ihe lang-tem relatlionships wihih deposions

and credit card rel2donships; premitses and equipmant; 2nd sharsholders' equing Thase tems ars material 2nd accordingly ta Group bedleves hat the far value
Informiation praseniad does Nof represant ha Lnderiying value of the Group.
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44 Financlal Instruments (cominued)

Lairation control framework
The kay elemenis of the conimal framewark far the valuaton of financld Insruments Include madal valldadon, product Implememabdon revew and Independant
price vertfication. These functians are carmied out by appropriatety skiled nsk and finance 1eams, Independer of the business arsa resporsible for 1he products.

Miodel validatdon covers both qualiadve and quamhadve elemers relaing o new models. In respect of new products, 8 product Implememation eview &
conducied pre- and post-rading. Pre-rade tesing ensures hat the new mods |s Imegraied Into the Group's systems and that the profc and loss and rkk
repaorting are conslsient throughaun the rade e cycle. Post-rade esdng examines the explanatony power of the Implemeriad modsl, acihely monhoring mode
parameiers and comparing In-house pricing 1o exiemal souroes. Independent price verficadon procedures cover financlal Insruments camled at fair value. The
Trequency of the review |s maiched 10 1he avalabliiy of Independant da@, maonthly baing tie minimum. Valuadan dierences In breach of esiablished thresholds
are escalated 1o senior management. The resuhs fram Independem pricing and valustian ressnes ans reviewsd manthily by senlor mansgsment.

Fammal commitiees, corelsting of senlar risk, finance and business management, meet at kaast quanany o discuss and approve valuatlons In mare Judgemantal
areas, In particular for unquotsd equides, souchured credit, over-the-coumer opions and the Credit Valuadon Adusimet (CVA) reserva.

vairation or inanclay assefs and labiihies
Azsets and llabllides carrled atfair value or for which 1air values are dischosed have baen oassified inm fres levels accondng 1o the quality and relabiligy of
Imormiation Lsad 10 detlamine the fair values.

Level 1
Level 1 falr valug measuremenis are hose derved Trom unad|ustsd quoted prices In aclve markeis for Idendcal assets or llabllides. Products classified as level

1 predominanty comprize equiny shares, Teasury bllls and ofher government securdes.

Lewed 2

Level 2 valuadons are thoss where quoted market prices are nof avallable, for example where the Instrument ks traded In a market that |s not conskdersd ta b=
active of valuatian fechnijues are usad 10 deemine fair value and whers these fechriques Use Inpuis that are based sSignificandy on observable markst daia.
Examples af such financial Insiniments Include mast over-the-counter dertvatives, Nnancial Instution ssued sscuddes, centficaes of deposh and cenaln
aesat-backad securitles.

Lewed 3

Level 3 portfollcs are thass whers at east one Input which could have 2 sigrificant effact on the Insirumeant's valuaton |s not based on cbservable markst dat.
Such INsumens woul Include ha Group's veniune caplEl and unlisied aquity Invesiments which are valusd using various valuadon echnlgues hat requins
=lgnificant managsmeant |ud gementin detsrmining appropriate assumpilons, Incuding 2amings muhlples and esdmaned funre cash flows. Cenaln of the Groups
assat-backad sacuriiles and derfvaiives, principaly where there |s no Tading actwity In such sscurides, are atso classified as leval 3.

Transiers out of e lewdl 3 portfollo arsa when Inpus that could have a significamt Impact on e INSTument's valuadon become marksl obsarvable
alter previously Naving been non-market cbservable. In the case of asser-Dacked securties this can anse I more han one corslsEnt Independant
SDUIE of 03 Decomes avallable. Conversely mansfers Imo the porfollo arse whan conslsent sources o daia ceass iy be avallabs.
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44 Financlal instruments (cominued)

(3) Financlal assats and llablities carried at Talr value

(A) Financlal assets, excluding dertvathes

Vairation hierarchy

A13] Decamber 2018, the Group's inanclal assets carded at fair value, excluding denvatves, malled £47,624 milllon {31 December 2017: £87,325 million).
The table badow analyses these financlal assets by balance shest clasdficadon, asset type and valuation methodology (lesel 1, 2 or 3, as descdbed an
page 101). The falr value measurement approach ks recurmng In naiure. There were no significant rarsfers betwesn level 1 and 2 during the year.

Valuation Rierarchy
Level 1 Level 2 Lewel 3 Towl
The Group Em En £m Em
At31 December 2018
Financlal assefs at 1alr valus 'ﬂ'l'ﬂ.ﬂ'l Fll'm'[lx Ioss
Loans and advances o cusKmers - 17,250 2721 20,011
Loans and advances m banks - 236 - 736
Debt secuntes,
GOVEMIMENE SECLrtEs 2,293 - - 2,293
Bank and bullding socety certficates of depoat - - - -
Assatbacked securliies. '
Morgage-tackad securies - - - -
0her asset-backed sscLrites - 20 - 20
Comparie and oiner debi securiies - 540 -1 540
2,293 560 - 2,853
Equity shares 150 & - 156
Total financlal assets 2t fair valus thiough profit of o= 2443 18,092 2721 23,256
Financlal assefs at 1alr valus 'ﬂ'l'u.ﬂ'l ather Emﬂm!m Income
Debt secuiltes:
GOVEMMENE secLriies 18,347 124 - 18,571
Bank and bullding sodety certficaies. of deposlt - - -1 -
Assathacked secunties.
Morigage-backad securtiies - - - -
Oher asset-backed secLrites - 4 53 57
Corporzie and oiher debn sacuritles - 5,118 - 5118
18,847 5,247 B3 24,147
Treasury and oeher bills 221 - - 221
Total financlal assets at fair value thiough ather comprehensive ncome 19,068 5,247 53 24,368
Total financlal assets carried at falr value, excluding dertvatives 21,511 23,338 2,774 47,624
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Lewd 1 Lovel 2 ™ Tod
The Group Em £n En Em
AT 31 Dacember 2017
Financlal assefs at 1alr valus mﬂ.ﬂ'l Fll'm'[lx loss
Laans and advances o CUSKmEs - 30,568 - 30,568
Laans and advances oo banks - 1,614 - 1,614
Debt secuntizs:
GOVEMMENE ecLrites 9,536 528 - 10,764
Qither pubilc sactar securfiles - | - -
Bark and bullding socety certficaies of dapodlt - 223 | - 222
Assat-hackad seculis: |
Morigege-backed securliles - 189 | - 139
(iher assetbacked secLrides - a5 | - g5
Camparaiz and oier debt saounties - 2,088 | - 2,088
9,836 3,522 - 13,358
TraasLry and ofher bills 18 - - 18
Equlty shares - - 50 50
Total financial assets 1 fair valus thiogh proft of 1025 9,854 35,704 50 45,508
Avallable-Tor-5ale nancial assets
Debt sscunizs:
Govemmeant securides 34534 174 - 34,708
Bark and bullding soclety certficaies of depodt - 167 | - 167
Assat-hacked securliles: |
Morigage-backad securlies - 1,15 | - 1,156
e assetbacked secLrites - 163 | a2 285
CaIparaie and oiner det sacurties 29 4,386 | - 4515
34,763 6,046 az 40,301
Equlty shares £55 a8 223 B16
Total avallable-far-5ale financlal azsets 35,318 5,084 B 41,717
Total Tinancial assets carmed at Tair value, eiuding denvanves 45,172 a1,7a8 365 87,325
Lewdl 1 Lewel 2 Level 3 Totdl
£m £m £m £m
AT 31 December 2017 - Disposal graup
Financlal asses at fair valus 'ﬂTBLH'I Pl'm'[[’ loss
Debt sscuntizs:
GOVEMMENE secLrites 10,435 301 23 11,259
Other pubilc 5actar sEcLrilies - 1,526 1 1,527
Assa-hackad securlies:
Morgage-tackad securies 3 158 48 211
Oher asset-backed seCLrIes 7 6,889 785 7,681
COIpOrEte and oiner det sacuries - 18,178 16 16,194
10,345 27,553 ard 38,72
Equlty shares as,2ag 18 arz B6,179
Total financial assets carfed at fair value, exciuding denvanves 95,734 27,571 1,746 125,051

103

398/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Motes to the accounts

44 Financlal instruments (cominued)

Valuation hierarchy
Leweed 1 Limwed 2 Liswel 3 Total
The Bank Em £m Em Em
At 31 December 2018
Financial assets at fair value through profit of loss
Laans and advances o CUSIOmEs - 16,500 aso 17,780
Laans and advances o banks - 236 - 236
Debd securides:
GOWEmMment securides 2,293 - - 2,293
Corporaie and oiher debt sacuriies | —‘ ‘ 518 ‘ —‘ ‘ 5la
2,293 518 - 2,811
Equity shares - ] - &
Total financlal asseds at fair value through profit or lass 2,253 17,660 asn 20,843
Financial assets at fair value through ather compranensive Income
Debi securdes:
Govemment securites 18,707 124 - 18,831
Assat-hackad securtes - 5 - |3
Corporaie and other detn secunties - 4,151 - 4,151
18707 4,280 . - 22,887
Trazsury and othar bllls 221 - - 221
Equity shares - - - -
Total financlal asseds at fair value through comprehensve INcome 18,928 4,280 - 23,208
Total Tinancial assets carried at falr value, excluding derlvatives 21,221 21,540 asn 44,051
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Valuation Riararchy
Lewel 1 Lewel 2 [ Total
The Bank £m £m £m £m
A1 31 Dacember 2017
Finarclal asses ar falr valus 'ITI'IH.H'I FMTH loss
Loans and advances o CUSKMmEs - 30,568 - 30,568
L0aN5 2nd advances [ banks - 1,614 - 1,614
Debt sscunizs:
GOVEMMENt secLrites 9,534 328 - 10,762
Assat-haCkad secuiE:
Morgage-tackad securities - 188 - 188
(iher assetbacked secLrides - o5 - g5
CAMpariE and oier debt sacunties - 749 - | 749
9,834 1,961 - 11,795
Trazsury and other bills - - - -
Enulty shiares - - - -
Total Tinanclal assers at fair valle thiogh preft of 1055 9,834 34,143 - 43,977
Avallable-Tor-sale fnanclal assets
Debt sscunizs:
Govemmeant securides 34,557 174 - 34,571
Bark and bullding socety certficaies of depodt - 167 - 167
Assat-hacked securliles: |
Morigage-backad securliies - 1,129 - 1,129
Cher asset backed secLrites - €5 - 65
COIpOrETe and oiner det sacurties 21 5,650 - 5,871
34,618 7,185 - 41,803
Equlty shares 555 & 202 763
Total avallable-far-5a2 financlal assets 35,173 7,101 202 42,566
Total financial assets carmed at Tair valug, eiuding denvanves 45,007 a1,334 202 B6,543

106

400/493



44 Financlal instruments (cominued)
Mowaments In level 3 portfolle

The Bble below analyses movaments In kevel 3 financlal assecs, axcluding danvadyves, carried at falr vale {racuming measurement):

Lletyds Bank ple
Motes to the accounts

EDINETOOOO

OO000D0O000DO00O0O(E24685)

2018 2017
Tatal level 3 Total level 3
azmts carnie msssz camed
at fair valus, a fair value,
Froncial ss=ets At fr valus exduding Firancial asesis mchaing
atfairvalue  th ather dervatives at isir value derivaiiees
through profit  com Fovailable (aurring  thrugh prfit Boyilzble {recumi
of loez inzoms farzale basis of sz for-sale hasis
The Group - Continuing aperations £m Em Em Em Em Em Em
A1 31 Dacember 2017 50 315 L]
Ad|usimeant on adoptlon of IFRS 9 (nate 50} 3,278 o2 (315) 3,265
Al January 3,328 3oz 3,830 2305 204 3,193
Exchangs and other ad|usimenis a2 (21 80 - (25} (25)
Galrs recognisad In the Income staement within
ather Incame 72 - 72 B0 - BD
[Lorsses) galns recognisad In ofher comprenensie
Inciome within the revaluatkan ressrve In respact
of inancial assats at falr vale through other
comprehensye Income (201 7: avallable-for-sale
Tinanclal asses) - (5] (5) - [125) {125)
Pumchazes 1,002 2 1,004 228 36 264
Sales (2, D) (305) (2,365) (4E3) 2} (635}
Disposal of buelnesses - - - [2,0E1) (375} [2,436)
Transiers Imo he level 3 porttalio a7 345 642 - 1 1
Transiers ot of e leval 3 porolle - (284) (284) (13 (39 (58}
At 31 December 2,721 53 2,774 50 315 365
Galrs recognisad In the Incame staement, witin
ather Incame, ralating 1o the change In falr value
of those assefs hakd a1 31 Dacember - - - 1] - &

Treding and olher finarcizl aseeis ot

{air value through profit or loss

2018 17
The Group — Discontinued operations Em Em
At 31 December 2017 1,746
Adjustment an adoftion af IFRS 9 (nate 50) 6,755
ALl Jaruary 8,501 1,501
Exchangs and ofer adusmens (173 -
Galres recognisad In the Income stxiement within oher Incoma 27 a7
PUMChases a7 427
Sales 270 [209]
Transkars I the level 3 porfalo 230 155
Translers out of the leval 3 partfollo (158]) [215]
Disposal of buEIness (8,400) -
At 31 December - 1,746
Galns recognised In the INCome siatement, within other Ncome, relaing 1o the tange In fair value of those asssis held at
31 December - 47
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2018 217
Total level 3 Tetal level 3
amts carried aasels camed
at fair valus, ot fair valus,
Froncial amsets At fir walue endluding Firancial asetis mchading
at fair value ﬂ1ru|.!||.: other denvatives at air value derivalives
through profit  comprehersi foailable (recurn thmugh profit By lzble {mecum
of loes income for-sale basi or lss fr-sale bisis;
The Bank £m Em Em Em Em Em £&m
A1 31 Dacember 2017 - 202 202
Adjustment an adopilon of IFRS 9 {note 50 1,859 202 [202) 1,659
AT 1 January 1,659 202 1,861 2 201 369
Exchange and odher ad|usmments 78 - 79 - 17 imn
Galrs recognisad In the Income staement within
aiher Incame &7 - &7 5 - 5
[Lorsses) galns recognisad In ofher comprehenshe
Income within the revaluatian ressrve In respact
af financial assats at talr value thraugh ofher
comprehensyve Income (2017: avallable-for-sale
finarcial aszes) - 1 1 - 2y F2)
Purchazes 247 - 247 - - -
Sales (1,355) ] (1,364) (&) - (G4}
Transiers Imo he level 3 porttalio 193 - 193 - - -
Transters out of the level 3 poriollo - (194) (194) s - (19)
At 31 December 0 - aa0 - 202 202
Galrs recagnisad In the Incame staament, witin
ather Incame, ralating 1o the change In falr value
of those assefs hakd a1 31 Dacember - - - 5 - 5

Valuation methedalogy for Mnanclal assets, excluding derhvatives

Loans and acvances to customars and Hanks

These assels are princpally reserse repurchass agreements. The falr value o these assets Is determined using discountsd cash flow fechnigues.
The discount raies are derfved from cbservable repo curves specific 1o the Type of secunty purchased under 1he everse repuUthase agresmerL

=it sacurites
Debd sacurities measured at falr value and classified as level 2 are valued by discouming expacied cash fows LEINg an aoservable credic spraad applicabls m
1he pardcular Instnument.

‘Whera thers Is limhed trading acitvity In deit securiies, the Group wses valuatkn madels, corsersus pridng Informiatian fram thind party pricing services and
brokeer or |ead manager quotes to detemmine an appropiate valuadon. Debd secundes are classified as level 3 IF thare IS a significant valuation Input that cannct
be comoborated 1hrouUgh market SoUNCes ar whers there ane materlally Inconsistent values for an Input Asset classes dassiNed as level 3 mainly comprise carain
calaeralisad lcan chligatians and collaterallssd dein abligations.

Equrity investiments

Unlisied equity and fund Invesimenis are valuad using diferent technkjuss In 2ocandanoe with tha Group's valuatian palicy and Imernational Privaie Equity and
enoure Capical Gukdelines.

Depending an e bisiness secior and the circumsianoes of e Imvesimant, unlsisd aquity valuatlons ane bassd on earmings muhlples, net asset values ar
discounned cash flows.

- A number of eamings mMutlples ane used In valuing the Eordialia INcuding price aamings, aamings before Interest and @x and eamings batone Imerest, @y,
depreciadon and amonisation. The pardcular muldple selecied being appropriate for the fyps of business being valued and 15 derfved by reference o the
cument market-tased muniple. Corslderation |5 ghven 10 the risk atributes, growih progpects and financlal gearing of comparable businesses when seleciing
an appropriate muitple.

- Diecounted cash fiow valuasions use estimated fuiure cash flows, usually based on managament forecasis, with the application of appropraie exit Welds ar
erminal muldples and discoumed using rates appropiaie t the spectic INVeSIMEN, DUSINess SECIN OF FACETT SCONOMIC raies of refum. Recent Tarsacons
Imwaking the sale of similar businesses may sometimes be used as 2 frame of reference In danving an appropriace muldple.

- For furid Irmvesmments 1he mist recent capltal aocaurnt value calculated by the fund manager 15 ussd as the basls for the vauadon and sdjusted, I necessary,
10 align valuadon techriques wih the Group's valuaion paloy

Lnlisiad equity INVESITENS and INVESIMENTS In property parmerships held In tie He assrance funds ane valued using third pary valuadons. Management Bke
aoaount of Ay perinent Informaton, SLEh a5 recent Tansactions and Informaton recefved on partkcular Invesimens, 1o adust the hird party valuatons whers
NEQSSEATY.
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(B) Financial Nabliites, excluding dertvatives

Vairation Aisrarchy

A1 31 December 2018, the Group's nancial llabildes carmed atfalr value, excludng derfvatives, comprised hs finandlal llabilldes at fair value through proft ar
krss and tmalied £17, 730 million (31 December 3017: £50,874 milllon). The table below analyses these finandal Nablides by balance sheet classicatian
and valuadon metdadology {lewd 1, 2 or 3, as described an page 101). The falr value measursment appraach |s recuring In naiure. There were no significant
Transfers betwesn leval 1 and 2 durng the year.

Level 1 Level 2 Lewel 3 Towl
The Group £m £m £m £m
At31 December 2018
Finandlal liabllides at falr value through profh or loss
Liabilites Rl at fair value through proft o 1oss - 7,085 - 7,085
Trading liabiltes:
Liabillfes In respect of securiies sold Lder repLIthase agresments - 10,258 - 10,258
Other depesis - 270 - z70
Shan pasldons In securldes &7 50 -1 117
&7 10,578 - 10,645
Total inancial labilfties caried at fair value, excluding derfvatives &7 17,663 - 17,730
Levd 1 Level 2 Level 3 Totd
The Group £m £&m Em Em
A131 December 2017
Financial Il2bilides at falr value Through profit o [oss
Liabilliles held at fair value through profit or Ioss - 7,812 - 7B12
Trading liabiltes:
Liabilifes In rspect of securiies sold UNDer repUThase agesments - 41,378 - 41,378
Oiher depasis - £ - 3a1
Shart pasitians In sscurldes 1,106 197 -l 1,303
1,106 41,056 - 43,062
Total financlal laiies carmed at fair valug, exciuding dervayes 1,106 28,768 - 50,674
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Lewed 1 Lewed 2 Lewel 3 Total
The Bank £m £m £m £Em
At 31 December 2018
Financial llabdlides at fair value through proft o loss
Liabilides held at fair value through proit of loss - 7,032 - 7,032
Trading llabilides:
Liabllides In respect of securiles 50d under repurchase agreamenis - 10,258 - 10,258
Othar depssis - 362 - 362
Shart pos1ians In secunies 67 - - &7
&7 10,620 . - 10,687
Total financial labliites carrled at fair value, excluding derky athes a7 17,662 - 17,7189
Level 1 Lewed 2 Lewed 3 Toldl
The Bank £m £m £m £m
At 31 Dacember 2017
Finandlal liabllides at falr value through profit or loss
Liabilides hald at fair value through profdt of loss - 7812 - TEL2
Trading llabilides:
Liabllides In respect of securiles 50d under repurchase agreamenis - 41,378 - 41,378
Othar depssis - 5652 - 662
Shart pos1ians In secunies 1,106 157 - 1,303
1,106 42,127 - 43,233
Total financial labliites carrled at fair value, excluding derky athes 1,106 49,839 - 51,045
The Bole below analyses movaments In kvel 3 financlal llabilides excluding derhvatives.
2018 w17
The Group £m £m
At1 Jaruary - 2
Losses recogrised In the Income siatement whhln ofer Income - 21

Transters Ime the level 2 portalo -
Translars out of the level 3 pariollo - -
A1 31 December - -

Lozsas recognised In the Income sitemeant, within other Income, rEating 1o the change In fair vaue of those lablilles
hedd a1 31 Decambar - -
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44 Financlal instruments (cominued)

Valuation methodalogy for fnanclal llablities, excluding derkvatives

Ligbiities hiedd ar fair vaive though proft or oss

These principally comprise debt securides In 1ssue which are classified as levd 2 and thelr fair value k& detemined using 1echnkjues whase INpuls are based an
obssrvable market data. The carmying amount of the secuntes Is adjusted 10 reflact the effect of changes In own cradit spreads and the resuldng gain of [oss 1s
recognised In ather comprahenshee Income.

At 3] December 2015, the own credit adjusiment arksing from the falr valuadon of £7,085 millan (2017: £7,212 milllon) of the Group's debt sscuntkes In

=5ue deslgnated at falr value through prodt of loss resultsd In 2 galn of £533 milllon, recognised In other comprahnensive Income (201 7: kes of £55 millkon),
befora @, recognisad In aiher compranenshve Income.

Tading fabiitios i1 respect of SECONTES S0MT LMder FEUTThase agreements
The falr valua of these llabliiies |s delemined using discounted cash fiow technljues. The discount rates are derved from observable repo curves spacliic ta the
Type of securty soid Under the repLIchase agreament.

(C) Dertwatives

Al of the Group's derfvative asse1s and llabllides are caried at far value. At 31 December 2018, such assats walled £11,293 millian far the Group and
£15,431 milllon for the Bank (31 December 2017 £24,152 millkan far the Group and £26,764 milllon for the Bank) and labditles otalled £10,911 millkan
far the Group and £14,546 millian for the Bank (31 Decamber 2017 £24 653 milllon far the Group and £28,267 milllan Tor e Bank). The 1able beow
analysss fiess dervaiive balances by vauadon methodology (level 1, 2 ar 3, a3 described on paga 101). The falr value measurement appraach |15 recuming In
namre. Thers wene no SIgnificant ransfers beoween leval 1 and level 2 during the yaar.

2018 7
Levwed 1 Lewvel 2 Lewel 3 Tatal Lavel 1 Ll 2 Leel 2 Total
The Group £m m Em £m £m Im &m &m
Derlvatve assas - 11,288 5 11,283 1 73,095 1056 24152
Derlvadve Iabilles - (10,903) i@ (1me11) 2) (23,633) [5:04) [24,699)
017
Lavel 1 Ll 2 Level 2 Total
Disposal group £m £m Emi Emi
Derlvaive assais 245 3,250 - 3,465
Ceflvadyve labiiiles (GEE) (2,562 - 13,147]
2018 17
Lewed 1 Level 2 Level 3 Tatal Lavel 1 Level 2 Leed 2 Totad
The Bank £m £m Em £m £m Em &m £m
Derlvatve assats - 15,426 5 15431 1 26,127 £35 26,764
Derlvatve Rabiliies - (14,538 ) (14,546) (2 (27,515 (7500 (28,267

Whera the Group's derlvative ss=1s and llablities are nat raded on an exchange, thay ara valued wsing valuation echnkquss, Induding discouried cash fow
and opilans pricing modats, 25 appropiaie. The ypes of derlvadves classified as level 2 and the valuadan echniques Lsed Includs:

- Interest rate swaps whikch are valued using dscourmed cash fiow modets; the mast significant Inputs Inoo those miodels ane Imerest race yield cunes which are
developad froim publicly quoted rates.

- Forelgn exchange derfvatives that do not comaln apons which are priced using rates avallable from publlcly guobsd sounces.

- Credit dervadves which are valued using siandard models with observable Inpuis, except Tor e Dems classifed as level 3, which are valued using publicly
avallable Weld and cradit default svap (COE) curves.

- Less complex Inerest rate and farelgn exchange option products whikh ane valued using voladlioy surfaces developed from publidy avallable Intenest rmie cap,
Irmerest raie swapidan and ather optdon voladildes; opiion valadlity skew Information 1s derlved from a2 markest standard consersus pricing service. Far mare
complex option products, the Group calbrRies Its models using cbsenable at-the-money dat@; where necessary, The Group adjusts far aut-of-the-money
posldans Lsing a markst s@andard corsersLs prdng service.

Campla IMterast rate and forelgn sxchange products whera there ks slgnificant disparsian of consansUs pricing of whens Implled funding costs ane matsrial and
unabservable are dassfied as leval 3.

Whera cradlt profecton, usually In the form of cradit default swaps, has been purchasad or written on asset-backed securldes, the sacurty 1s refemad 1o as &
negatve basls assel-backed sacunty and the resuting denvadve 8s580s of llabilides have basn classed s eithar level 2 of level 3 acconding 1o the classicatian
af the urdrlying assat-hackad securiy.

Certan unobservable INPUE are used 1o calculaie CVE, FVA, and awn credit ad|usmments, but are not coreldersd significant in detsrmining he classfcaton of
1he dervaive and detn partiolios. Corsequendy, hiose InpLES do nod fam pareaf the Level 3 sensidviles prezened.
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44 Financlal instruments (cominued)
The Bble below analyses movamenis In kevel 3 derfvative assets and labllites carmed at fair value.

2018 17

Dieriuntive Dierivartive Dsrivative Derivative

s lisbilities azssts lizkiltias
The Group Em Im &m &m
A1 Jaruary 1,056 (804 1,500 [2€0)
Exchangs and ciher ad|Usments 7 i5) 24 (20
[Losses) gaIns recognised In the INCOMme Striment within oder Incoma (84 a9 [208) 215
Purchases (addidans) - - 103 [1a)
[Eakas) redempdans [o74) 752 7 £3
Transars Irio he level 3 portfalo - - 33 74
Transiars out of e level 3 partolin - - [218) -
At31 December 5 ) 1,056 [E04)
[Losses) galrs recagnisad In e Income staeme, within aiher Income, r&Eaing o ]
1he changs In falr valug of thoss assets of labilides hald at 31 Dacember [424) &2 [208) 713
2018 17
Dieriwstive Dierivartive Disrivaiive Dierivaiive
s lisbilities prrsd lizkilties

The Bank £m Im £m £m
A1 Jaruary B36 750 E17 [204)
Exchangs and ciher ad|Usments 3 i) 7 [19)
[Losses) gaIns recognised In the INCOMme Striment within oder Incoma 7o) 43 7€) 22
Purchases (addidans) - - 103 [1a)
[Eakas) redempdans (564) 703 FE] £3
Transars Irio he level 3 portfalo - - 33 74
Transiars out of e level 3 partolin - - [173) -
At 31 December 5 18) &35 [7E0)
[Lirssas) ga]mreugnlssd In te Incame sLaeme, witin ather Income, I'EL!'UHE L1
1he chargs In falr valug of thoss assets of labilides hald at 31 Dacember (A0 57 [FE] 211

Derlvathee valuation adjustments

Deflvadve inanclal Instumens which are carmed In the balance sheat at 1air value are adjusiad where appropriate o refledt cradit nsk, markst Bquidiy and
ather risks.

(1) Linconaferased dervative valvation sdusimants, exciuming manaine counterpartss
The following 1able summartses the movement an this valuation ad|usmment accourt far the Group dudng 2017 and 2016,

2018 217
£m £m
At1 January 521 744
Imcome s@Etement icredit) chargs (243) [2&0]
Transkers 8) r
At 31 December 272 521
Represented by:
2018 17
£m Emi
Credic Valuailon Adjusmmers ' 192 408
Dbt Waluatlon Adjusmment (16) (37
Furding Valuatkan Adjustmant a6 150
272 521

Credit and Dbl Valuadon Adjustments (CVR and CVA) arz applisd 1 e Group's over-tha-Ccounter derivathie exposures with coLntepardas 1hat ars nat subjsct

o s@ndard Interbank collateral Arangemeanis. Thase axpasires langdy relats [ the prowislon of risk management soludons for COrporaie custamens witin the
Commercial Barking dvision
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44 Financlal Instruments (cominued)

A CWA 15 takan where the Group has 2 poshive fuire uncollateralised exposurne (assat). & DVA | 1aken where te Group has a negative fuiure unoollateralsed
axpasire (llabllity). These ad|ustments reflect Imersst rates and expeciatdans of courmarparty cred twarthiness and the Group's own credt spraad respactivelic

The CMA Is sanshive o

- the cumsnt slze of the mark-r-market pasldon on the uncollaEralised asset;
- expec@ions of futune market valatliny of the undenying asset; and
- expec@ions of coumerparty crediwaorthiness.

In clrcumemancss whers expasUNes 10 3 CoUnMErparty become Impaired, any assoclated darladve valuation adusiment & rarsiemed and assassad for specific
ks alongside athar non-derhvative asses and lablifles tat the counterparty may have with the Group.

Market Credit Default Swap (CDE) spreads are usad 10 develop tha profability of default for quoted coumerparties. For unquoted coUMmerpanies, Imemal cradic
ratrgs and market secoof COIS curves and Fecaveryrates e usad. The Lass Given Default{LE0) IS based on markst recovwery @iesand Imemal cradit a5sessments.

The combinadon of & one natch deteroraton In te credit radng of derfvaiive counterpari=s and a 1en par cent Increass In LED Increasss the CVA by £41 millan.
CLITET manket valus ks used 1o estimas the prajectsd exposUre i prodUcls not sUppartsd by the madel, which ara principally comples Intersse rate optlons hat
are Tradad In very low volumes. Far these, the CWA |5 calculated on an add-on bass (although na such adjustment was required at 31 Decembar 2018).

The DVA |5 sencldve 1.

— Thecumant size of te mark-o-manket FIJSIUITI on e uncollaeralized Ilablllqr;
- epectatons of fumre market volatliy of 1he undedying labilly; and
- the GrUp's own COS sprasd.

A one per cant fse In tha COS spread wauld laad 10 an Increase In the CVR of £21 milllon o £37 milllon.

The sk axposures that are usad for the CWA and DVA calculatlons are stongly Imfluenced by Imerest rates. Due o the nature of the Group's business the
CVAVDVR expe0sUres 1erd o be on average the same way arcund such that the valuadon adjusiments fall when Ineerest raies fse. A one per C2 rise In Intenest
rates waould kead 10 a £72 millian T2l In the overall valuatian adjusiment 63 £1 04 millian. The CVW model used by 1he Group 002s N0 ASSUMe any cormeatian
between 1hie bevel of Imersst rates and default rates.

The Graup has also recognised 8 Fundng Valuation Adusiment oo adjust for the net cost of funding uncollaterallsed dervadve poshlons. This adjusmment k&
calculated on the expected fulire exposure discounted at a sulible cost of funds. A 1Bn basls polris Increase In the oost of funds wil Increase the funding
valuadon adjusiment by appradmatety £10 milllian.

(1) Market Nquwioity

The Group Includes mid 1o bld-offer valuatdon ad|ustments against the expected oost of dosing out the net market sk In the Group's rading posldons within 2
timeframe ihat Is conskstent with histodcal trading aciiviy and spreads tat the rading deskes have accessad hisoncally durng the ordnary cowrse of business
In normal market condidans.

A1 31 Dacember 2016, the Group's dervathve Tading business held mid 1o Did-olfer valuation adjusmments of £21 million (2017: £74 millon).
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44 Financlal instruments (cominued)
D) Sansithelty of lewel 2 valuations

At 31 December 2018 At 31 December 2017
Effect of reasanably Effect of h
possible altemative possible :'1;-:»2
__ mmumptons’ _ csumptions
Carrying  Fascurable Unfavourable Carying  Fewourzhle  Urfovourzble
Wawation Significant walue nl'-'iu r:huri: value :Mrﬁ :Mnﬁ
bewsigechnique urnbs ervable inputs? £m m Em
Financlal assets at falr value through profit or loss:
Loans and advances 0 Di=couried Inferred spreads (Dps)
CUSKIMES cash fows ({97 bps/103 bps) 2,721 a5 (35) - - -
Enqulty and vemure Undertying assaiy nfa
caplal Imvesmments ret aszel value {ind.
property prices)” - - - B0 5 5
2,721 50
Financial assets at Tair value through other comprehenshe Income;
avallable-for-sale finamclal assets
Azset-hacksd Lead manager of broker
SECLriiles QU CONERMELE pricingna 53 - [ 4] gz - (4
Equity and wenure UnoertyIng assety nfa
caplal Imvesiments et aszel value {Ind.
property prces)® - - - 223 50 [4)
53 315
Derlvatiee financlal assets
Irnerest rate Optlon pricing Interest rate voladlin
dernvadves midel 119%,/80%) 5 - - 1,055 11 (3]
5 1,056
Lesel 3 financlal assebs carrled at fair value 2,779 1,421
Derlvatiee financial labliitles
Irnerest rate Optlon pricing Interest rate voladlin
dernvadves madel (19%/30%) a - - B0 - -
a Bl
LLewel 3 Tinanclal llabliities carried at falr value a B4

1 FRanges are shown where sppropriale and represemt the highest 2nd lowest inpuis ussd in the level 3 vabaiions.
2 Where the exposure o 2n uncbservable input is managed on a ret basis, anly the ret impect is shown in the table.
3 Underlying assetinet 2sazt values mpresent dair velue.
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44 Financlal Instruments (cominued)
& 21 December 2017
Efferi of rezsonably
pessble alternativs
assumptions”

Camying  Favourabls  Unfvourzble
wzlus changes changes
Dispasal group Weluation basistechnigue Sgrificant urobssreable inputs® Em £m £m

Financlal assets at falr value through profit or loss:

Uinlisiad equites, dabt securides and Undertying assaiinet asset value  nfa
praperty parinerships In the IHe furds {Incl. praperty prices), brakar

quaies of discouried cashflows’ 1,746 26 (76}
Lewel 3 financlal assets carrled at falr value 1,746

1 Ranges ame shown wher spproprizle and represemt the highest 2nd lowest inpuis used in the level 3 vabaiions.
2 'Where the mxposure o 2n uncbssrvable input is managed on a ret basis, only the vt impect is shown in the isble.
3 Underlying assetinet 2sazt values mpresent dair velue.

Unobservable Inputs
Slgrificant unabsenable INpUts affectng te valuation of dabt securles, unlisted aquity Invesmmems and derfvathias ane s falkws.

~ Intzrast rates and IrMatlon rates are referanced In some dafvatves whare the payaft that the hakler of te darvatve recelves depands an the behaviour of
thoss Lndertying references traugh dme.

- Credit 5preads represent the premium above e benchmark rElarence INSTUMENT required 10 compensaie for (ower credic qualiy; highsr spreads lead o a
Io#wer TAir valua.

- Valatlitty parameters represent key anrbues of option behavour; higher valatllides fypically denote 3 wider range of possible cuioames.

- Eamings muitlples are usad 1o value certaln unllsted equity Investmens; a higher samings mudple will resultin @ higher fair value.

Reazonably possible alternative assLUmpiions
valuatian techniques applled 1 mary of the Graup's level 3 INSTUMENs ofen Imale the Lse of o ar mane INpuis whose reladonship 1S INerdependent. The
calculation of the &fect of reasonably possble alternadve assumpdans Induded In the 1able sbove reflscts such relatarships.

[mibt sacpnities
Reasonably possible alternative assUMpTions have been determinged In respect of the GroUp's STUCUred credit IMvesmment by Flexing credic spreads.

Deivatives

Reasonably possible Aernative assUMpilons have been delErmined In respect of swapdans In tha Group's dedvadve pordolios which are piced LEINg Indusiny
standard oplon pricing medas. Such madaks raquire Interest rats voladlides which may be unckservable 2r longer mamndes. To denve raxsonably possible
ahematve valuatians thess wolatlihies have baan flzsad within 2 rangs of 19 per cant 1o 80 per oant (2017: 9 per cem and 54 per cant).

Uiilsted equity, venfune capital ivestmants and invesimants b prperty parnerships

The valuatian 1echniques ussd for unltsted equity and veniure capltal Investments vary depending on the naiwe o he Inwesmment. Reasonably possible
ahemative valuations for thess Investments hawe been calculaied by relarencs 10 the approach taken, &5 appropriae o te business sschor and Irvestment
drcumsiances and as such U'ETI:"I:'MI'E |I'FIIJI:S- hawve been corslderad:

- far valuatons defived fram earnings muhlples, consdaratdon |s gven 1 the risk aiTibites, growih prospects and Anandal gearing of comparale busnesses
whan seleciing an appropriace muliple,

- thie discount @ies used In discourted cash flosw valuations; and

- In line with ImMematonal Private Equity and Venore Capital Guidelings, the values of undenying INVEsMMENIs In fund Imvesmens portollas.
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44 Financlal instruments (cominued)

(4) Financlal assets and lablitles carried at amortised cost

(&) Financlal assats
‘aluation Rlgrarchey

The Bble below analyses the 1air values of the financlal assets of the Group which are carfed at amordsad cost by valuadon metodology (levd 1, 2 or 3, a5
described an page 101). Financlal asses caried at amanised oost ana mainly dassifed as level 3 due 1o significant unobsereanle Inputs ussd In te valuatkan

Lletyds Bank ple

madaks. Whare Inpuis are observabile, dabi securldes are classified as level 1 ar 2.

Motes to the accounts
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Valution hierarchy
Carrging value Fair value Lewed 1 Lewel 2 Lewel 3
The Group £m £m £m £m £Em
At 31 December 2018
Loars and advances i cUSKmEs 464, 04 463,796 - 35,879 427,917
Loars and advances o banks 3,682 3,655 - 461 3,194
Dett secunties 5,095 5,107 - 5,107 -
[Cus from fellow Liayds Barking Eroup unidanakings 1,878 1,678 - - 1,878
Reverse repas Included In above amounis:
Loars and advances o cUSKmeEs 35,870 35,879 - 35,879 -
Loars and advances o banks A1 A61 - 461 -
At 31 December 2017
Loare and advances i CUSiomEs 4585 6555 485 JEE - 16,832 448,436
Loars and advances o banks 4,274 4,261 - o4 4,167
Detit sacunties 3,637 3,680 - 3,571 ]
Due from Tellow Lioyds Banking Group undenakings 6,195 6,195 - - 6,195
Rewverse 1epas Included In above amouns:
Loars and advances o cusiomers 16,832 16,832 - 16,832 -
Loares and advances o banks o4 o4 - o4 -
Valuziicn hismrhy
Canmying valie Fair value Lesl 1 Lewed 2 Lewed 3
Dispasal group £m £m £m £m Em
At 31 December 2017
Loare and advances m banks 2,337 2,303 - &77 1,626
Due fram fellow Liowds Banking Group undanakings 1,721 1,721 - - 1,721
Reverse repas Included In abowve amourns:
Loars and advances o banks 67T 67T - 677 -
115
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44 Financlal Instruments (cominued)

Valuxtion hierarchy

Carrying value Fair value Lewed 1 Lewel 2 Lewel 3
The Bank £m £m £m Em £m
At 31 December 2018
Loars and advances o CUSKmEs 172,316 169,819 - 35,879 133,940
Loars and advandes o tanks 3,153 3,153 - 451 2,692
Debt sacurties 4,860 4,580 - 4,980 -
Due from fellow Lioyds Banking Group undariakings 153,585 153,585 - - 153,585
Reverse repas Included In abowve amourns:
Loars and advances o cUSKMmEs 35,879 35,6879 - 35,879 -
Loars and advandces o tanks 461 451 - 451 -
At 31 Dacember 2017
Loars and advances i cUSKmEs 170,804 168,660 - 16,832 151,728
Loars and advances o banks 3,611 3,603 - 54 3,509
Dt secunties 3,162 3182 - 3,182 -
[Cus from fellow Liayds Barking Eroup urdanakings 163460 163480 - - 163,450
Reverse repas Included In above amounis:
Loars and advances i cUSKmEs 16,832 16,832 - 16,832 -
Loars and advances o banks 94 94 - 54 -

‘“aluation methcdology

Loans and acvances fo customars

The Group provides kans and advances 10 commarclal, cofporaie and personal customers at both fed and varlable mies due o thelr shart 1em natre. The
caTying value of the varlable e bars and 1hase relaing m laxse finandng 15 assumed o be thelr fair value.

To determing the fair valus of Ioans and atvances 10 CUsiomers, kans are sagregated Ima portalios of similar charameristics. A number of 1echnlques are used
T estimane 1he falr value af fxad rae lending; hesa 1ake acoount of expected oreditossss based on hismoric ends, prevalling markst Imerest ries end expected
fumre cash flows. For retall exposwres, falr value IS usually esimated by discourming andcipated cash flows (Inciuding INGErest a1 comraciual Taies) a1 market
rates far similar laare offered by the Sroup and offier inanclal Insdudans. Cerin |oans secured an reskdardal propertes are mads a1 a fived raee far a limiced
perad, Typically oW 1o five years, after which the kaans revert o 1he relevant vanable rate, The far valus of such kans Is esimated by reference o 1he marke
rates Tor similar kaans of maturiy egual 1o tha remaning fxad Inerest rate perad. The falr value of commendlal lcans |s esimated by discouring amicpated
cash 10w a1 a raie which reflects e elfects of Interest rae changes, ad|usied for changes In credit Ask. No ad|ustment IS made ta put ITin place by the Graup
10 Manage IS IMEersst rane SposLre.

Loans and acvances o banks

The I:ﬂIT!ﬂI'IE value of shor dated kars and advances 0 banks 1= assumead 10 be thalr falr vaua, The 1air value of lcans and advances 10 banks Is esdimaied D_f'
dlsu:unnng ha amldpmeu cash Fiows a1 a markel dicolnt rae Eﬂ]UEIEI] for e cred1 ﬂ:II'EHﬂ af e I:ulg]]' of, whers nof coeenvable, the cradit EFTBBJ of
borowers af similar cradit quallty.

Dmit sacivites
The falr values of deint sscunies are deiemined pradominamty from lead managsr Quoes and, where these are nol avallable, by alematyve Echniques Induding
referance to credt spreads on slmilar asses wit the same obllgar, market standard conEensUs pricing services, brokar quiaies and ofhar reseanch daca.

REVETES MBpUCHIss GErEEmants
The camying amaurt [s desmed a razonable approdmatan of fair valus given the Short-0erm nELre of theze INsiumens.

116

411/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Motes to the accounts

44 Financlal instruments (cominued)
[B) Financial labliites
‘aluatian Rlerarchy

The table bekow analysas the falr values of the inancial llabilldes of the Group which are camled ar amartised cost by valuatdon methodology (evel 1,2 or 3, as
described an page 101).

Valution hierarchy
Carrying value Fairvalue Lewed 1 Lewel 2 Lewvel 3
The Group Em Em £m Em Em
At 31 December 2018
Depersis from banks 26,263 26,245 - 26,245 -
Cusiomer daposhs 381,251 391,524 - 385,357 6,167
Due m feliow Lioyds Banking Group undertakings 19,663 19,653 - 19,653 -
Debt securdes In [ssue 64,533 66,379 - 66,379 -
Subordinaid liablites 12,745 14,450 - 14,450 -
Repos Incuded In abowe amounis:
Depaslts from banks 21,170 21,170 - 21,170 -
Cusiomear deposls 1,818 1,818 - 1,818 -
Cue o feliow Lioyds Banking Group undertakings 2,801 2,801 - 2,801 -
A1 31 Dacember 2017
Deperls from banks 2B ,BBE 28 ,BR3 - 28,833 -
Cusomer daposhs 418,124 418413 - 411,563 6,850
Due m Rliow Lioyds Eanking Group undertakings 13,2537 13,237 - 13,237 -
Debt securdes In Issus 61,865 &4, 750 - &4, 790 -
Subordinaiad llablitkes 14,762 17,288 - 17,288 -
Repos Incuded In abowa amoun(s:
Cepasls from banks 23,175 23,175 - 23,175 -
Customear deposls 2,638 2,638 - 2,638 -
Valuztion hisrachy
Camying vakie Far value L=l 1 Lewaed 2 Lewed 3
Disposal group Em Em Em Em Em
A1 31 Dacember 2017
Depels from Danks o1& o1& - 916 -
Due o eliow Lioyds Banking Group undertakings 2,063 2,063 - 2,063 -
Debt securdes In [ssus 1,704 1,794 - 1,734 -
Subordinaiad liaolites 2,345 2,345 - 2,345 -
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44 Financlal instruments (cominued)

Lletyds Bank ple

Motes to the accounts

Valuxtion hierarchy

Carrying value Fair value Level 1 Lewel 2 Level 3
The Bank £m £m Im £m Em
At 31 December 2018
Depesis from banks 5,320 5,300 - 5,300 -
Cusiomer deposhs 279, 402 279,593 - 220,593 -
Dus i faliow Lioyds Eanking Group Lnidertakings 28,383 28,383 - 88,383 -
Dbt sscunts In lssua 49,787 51,501 - 51,500 -
Subordinaied llabiitkes 9,528 10,558 - 10,558 -
Repos Inciuded I aove amounis:

Depasits from banks 1,193 1,193 - 1,193 -

Customar deposis 1,818 1,618 - 1,818 -

Dus ta falkw Lioyos Banking Group unoertakings 2,801 2,801 - 2,801 -
A131 December 2017
Depasls from banks 7538 7536 - 7,536 -
Customer deposhs 234,307 234,512 - 734, 512 -
Dus o feliow Lioyds Eanking Group Lndertakings 112,769 112,769 - 112,769 -
Dbt seculiss In Issua 45 158 50,716 - 50,716 -
Subordinaied llabiities 9,341 10,860 - 10,860 -
Repos Inciuded N above amouns:

Depaslts from banks 3,108 3,198 - 3,198 -

Customer deposls 2,637 2,637 - 2,637 -
‘aluatian methodology

Deposlts from banks and CLSHMET feposits

The fair value of bank and cusiomear deposiis repayable on oamand IS assumed 10 ba equal oo thelr carming value.

The falr value for all oder deposl s 15 esdmaced using discourted cash Tlows applying = ther market rates, whena applicable, ar cumant rates far daposhs o similar

remalning mandes.

Dmit sacurities in Bsue

The falr value of shart-ierm debd securfiles In Esue |5 appredmady equal o telr carming value. Fair valua for ather debt securitles 1S calculated based on quated
market prices where avallable. Whers quotsd market prices are nof avalable, 1air value k estimated using discounted cash fiow iBchniques at a rae which
reflects marked raies of Imerest and the Group’s own cradiospread.

Subondinated labilties

The fair v2lue of subordnated llabilites & detsrmined by reference 10 quoied market prices whens awallable or by referance o quoied market prices of simillar
Instrumeanis. Subordinated labllites ane dassified as level 2, since the InpUs UEed o demmine telr 1air value are [argely cbsarabla.

Repurchazs agreemants

The camying amaount Is desmed a reascnable approdmadaon of falr value ghven the Shart-term niiure of these INsiumens.

(5) Reclassific atlons of financlal assets

Qther than the reclassiicaions on adopdon of IFRS 3 on 1 January 2018 [nope 500, thare have been no redassificadons of inancld asses In 2017 of 2018,
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45 Transfers of financlal assats

Thiere wers no slgnificant Tarsfered finandal st which were deracagnised In thelr endraty BT with ongaing exposura. Datalls of mansfemed financlal assst
1hat comtinua o be recognissd In full are as Tollows.

The Group and the Bank emer Imo repurchase and sscurides lending ransacdons In tie normal coursa of business tat do not result In derecognidon of the
Tinanclal asses covered &= substanilally all of he fsks and rewards, Including cradit, Imerest rate, prepayment and ofer price fsks ane re@inad by e Group.
In all cases, tha ransierse has the right o el or repledge 1he 35815 corcemed.

As sstout In note 2B, Induded within financlal asssts measured at amanissd cost are loans ranslered under the Group's secuddsaton and covensd band
programmes. As the Group re@ins al of @ majority of ihe risks and rewards assoclated wiih these loars, Including credlt, Imerest raie, prepayment and liguidi
fisk, they remain on the Group's balance sheet. Assets Tansfemed INo the Group's secuidsadon and covered bond programmes are not avallable 1 be used by
hie Group whikst the #5215 are within 1he programmes. However, the Group re@ins the right @ remove laans from the coverad bond programimies whars they
ame In excess of e programme's requirements. In addhion, whare the Group has redained some of the nodes ssued by securfilsation and coversd bond
programmes, the Group has the abllity 1o sell or pledge these re@ined noEs.

The 1able bakow &5 oUT the camying values of the Tansfemed as5e1s and the assoclaied ll2bllites. For repurchase and securides lending mansactions, the
associaed |labliles represant ihe SoUp's obllgadan 1 repurchasa e Tarsferred Fssels. For securiisatian programmes, the assoclated Ilabilides represant the
axfEmal nodss In |ssue ot 23). Except a5 otherwise noted below, nane of tie llabliies shown In the @hie below have recourse only 10 The Tarsfsmed asses.

The Group The Bank
Camyi Camyi Camyi Caryi
HHIE 'riu:g 'nh.r:ﬁ 'nh.:la
trarefermsd associzted ‘trarefer s s s aied
et liabilities amets liabilities
£m £m £m £m
At 31 December 2018
Repurchase and securtles lending transactons
Finandal asseis at 1air value through profit o loss 0a7 268 989 269
Financlal asseds at falr valus through other comprahershve Income 5,691 4,545 5,397 4,645
Securltisation programmes
Financial asseis ar amornissd cost:
Loars and advandces o cusiomers-? 37,180 5,533 11,760 are
The Graup The Bank
Camy Carnp Carmp Caryi
Nlmlﬁ el WLEIE whﬁ
rareske med assocised Araresfemed 2ssocisked
asspbs likifbes as=ts lizki ez
£m £m Em Em
At 3] Dacember 2017
Repunchase and securntes lending transactions
Financlal asseis at 1air value through profit o loss 4 643 3 257 4 636 3,257
Avallable-for-sale financlal asssts 15,359 16,753 15,230 16,753
Securitization programmes
FInancial asseds ar amarssd cost:
Loars and advances o cusiomears-? 35475 3,730 9,640 79

1 The camying vabee of assorizied lizhiities for the Group eecludes ssowitisation notes bedd by the Grup of £31,847 milien (31 December 2017: £21 4848 milion],

2 The camying vakue of ransl=med asesis for ihe Bank includes amounts rmlaiing do 2ssets ranskmed o siruclured entibes which 2re fully consslidsisd ima the Group. The lizbdiies
axmoizied with such aseris ane issued by the sirsclured snbibes.
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The following Informiation relates 1 financlal assats and llabilides which have been offse1in the balance sheat and 1hose which have not been offset bue far
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which the Group has enforcashile Masier Neqng agresmers of collateral arEngaments In place wit counterpartdes.
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Relabed amounts where st
offin ﬂn;::rr:::'n:t not Pateriial et
Gross Amounts Met amourts Cash Mon-cxh ?m
amounts of offeet in presemted colaterl oollateral of relaied
aezts vl the balinoe inthe e v e ol amounts
liabilities* shest®  balance sheet pledged pledged permitied
At 31 December 2018 Em £Em Em Em £m Em
Financial assets .
Finandal asseis at falr value through proflt or loss:
Exciuding reverse repas 6,129 - 6,129 - i274) 5,855
Rewverss rspos 17,890 (763) 17,127 - (17,127) -
24,019 7&3) 23,256 - (1740 I.J. 5,855
Dervadve finandlal InsTuments 52,881 (41,588) 11,293 (1,893) (4.837) 4,T63
Laans ard advances o banks:
Exciuding reverse repas 3,231 - 3,231 (1,496 - 1,735
ReEwverss repos 461 - 451 - [461) -
3,692 - 3,692 [1,496) 461) 1,735
Loans and advances oo cUSKIMESs:
Exciuding reverse repas 428,165 - 428,165 (863) (3,241) 424,061
Rewverss rspos 37,890 2,011) 35,679 - (35,879) -
466,055 (2,011) 464,044 (863) (39,120) 424,061
Debt securies 5,095 - 5,095 - - 5,095
Financial asseds at fair valus through ather
comprehensyve Inoome 24,368 - 24 368 - (4,666) 15,702
Finanicial Mabllites
Depersits from Danks:
Exciuding rapos 5,093 - 5,083 (1,400 - 3,693
Repos 21,170 - 21,170 - (21,170) -
26,263 - 26,263 {1,400) ﬂ]‘l?ﬂ:. 3,603
CUSME daposhs:
Exciuding rapos 380,724 (1,291) 389,433 (293) (3,241) 365,899
Repos 1,818 - 1,818 - (1,818) -
392,542 (1,281) BT 1,251 (293) E‘HEBJI 385,600
Financial llapdlides ac falr value through proit o loss.
Exciuding rapos TATI - 7473 - - 7473
Repos 13,030 2,773) 10,257 - (10,257) -
20,503 (2,773) 17,730 - (10,257) T 4T3
Derlvadve financial Irsrumeants 51,300 (40,398) 10,911 (2,359) 5,770 2,782
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46 Offsstting of inanclal assets and llablitties (cominued)

Relatedl zmaunts where sz
of in the hlnl:r::ifhaetrd Pirteniad et
— P amourks §
Cross Amounis K=t amouris Harecash oiisat
amours of offs=tin presemied in Cash collaierz| colaieral of relaied
asmets ard e balarem the balance meceved received) amanks
abilifes shastd sheei pledged pledged permitied
At 31 December 2017 Em Em £m Em Em Em
Financlal assats
Financlal assess a fair valus through profit of loss:
Excluding raverse repls 14,018 - 14,018 - {3,322) 10,696
Reverse repas 38,882 720z | 3150 ‘ - ‘ 31,550) -
52,000 7, 252)] 45,808 - (34,012} 10,696
Dervadye finandlal Insmuments T71,1&7 (47 235) 24,152 (5,148} {11,942} 7,062
Laans and advances o banks:
EXCMIdINg SVErSE FEpas 4,180 - 4,180 [2,233) - 1,887
REVErSe repis a4 - o4 ‘ - ‘ 94) -
4,274 - 4,274 (2,293} (94} 1,667
Loans and advances oo cUSKMEeTs:
Excluding reverss repas 450,439 {1,716} 448 T2F [1,65E&] {7,012] 440,055
REVErse repis 16,832 - 16,632 ‘ - ‘ [16,832) -
457,271 [1,71&] 485 555 {1,856} {23,844) 440,055
Dbt secuides 3,637 - 3,637 - - 3,637
Avallable-Tor-sale Mnancial assas 41,717 - 41,717 - {16,751} 24 0BE
Financial Mabliites
Depasls from Danks:
Excluding repos 5,713 - 5713 [3,243) - 1,770
Repos 23,175 - 23175 - [23,175] -
28 BEE - 28,538 13,943) {23,176) 1,770
Cusiomer deposhs:
Excluding repos 417,009 {1,523) 415 45E {1, 205) {7,012) 407 260
Repos 2,638 - 2,638 - {2,634) -
419 647 [1,523) 418,124 11,205) {9,650) 407 269
Finandial liabilides at 1air value through profit of loss.:
Excluding repos 9,496 - 9456 - - 9,406
Repos 48,670 (7, 202) 41,378 - [41,378] -
58,166 F2En 50,874 - {41,378) 5,406
Defivadve financlal Insmuments Flmzy (47 228) 24699 £3,5489) (15,594} 5,156

At impairment allowance.

'Il'll'ée;gnurru szt oif ini the halance shest 2z shown sbove mpresent derivatives and repurchase agresments with cenirl dearing houses which mest the criteria for offseting urder
The Group enters imo dervatives and repuchese and reverse epuchese agresments with various counterparties which are gosemed by indusiry standzrd master netting
sgreememis. The Group holds 2nd provides cash 2nd seounities collsteral in rspeciive of dervative iensactions coverad by thess agreements. The right 4o s=t of balznces urder
1hese masier netli ?Emem:-urhsdufDuhlndsocuﬁlie:-:dlltﬂlu‘lyarises-in1hmrtn1 non-payment ordefault and, 25 a msul, these orengemenis da not qualily for
offseting under W85 32,

ra

The eflecis of ower-collatsrallsatkan have not bean 1aken Into account In the above 1able.
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A7 Financial fsk management

Financial Imsrumens are furdamental ta the Graup's actiides and, as a consequence, the risks assoclated with financlal InsTuments represant 2 slgnifizant
COMpanent of the nzks faced by Hie Group.

Discloswres In this note exclude the Group's discominuad cperabons.

The primary rizks affeciing the Group Miaugh Its use of finandial InsTuments are: credit nsk; market risk, which Indudes IMensst re risk and curmency nk;
Iquidity fsk and Insurance risk. [mormation 2bout the GMOUR'S MAnagsment of 1hese risks 15 glven below.

(1) Cresit Fisk

The Group's credlt sk exposire arlses In respect of tha Insruments below and predominandy In the Unled Elngdam. Cradit sk appedie |s 521 at Board level
and Is described and reporied through a sule of memrics devised from a combinadon of accoundng and credt porifollo performance measures, which Include
1he use of varous credt risk raling sysiems s INpUls and measura fe cradit sk of loans and aovances 10 CUSIOMErs ard banks 2t 8 CoUrmerparty kevel LsIng
hree components: (1) the probabiliee of dafault by the coumemparty on Its canracoual chil@atians; 01 1he CUITEnt expasUres o the counterparty and thalr Nkaty
Tumre deselopment, from whikch the Group dertees the exposura at defauh; and (I te likely loss @O0 on tha defaulted cbllgadons, the |oss ghen dafault. The
Graup uses 8 range of approaches 1o milgate credit nsk, INcluding Interna contral policles, ab@Ining collateral, using master nedng agreements and other cradit
fsk rarelers, such as asset sales and credit derfvatve based Tansactions.

A, Maximum credit expasune

The madmum credt sk exposure of the Group and the Bank In the evant of ather partles fling 1o parfam thelr cbligaiions k& delled beow. No account 15
1aken of any calieral held and 1he maximum eposurs 1o 1ass, which Indudes Bmaurs held 1o cover unh-Inked and WHh-Proft funds lapiides, ks considered
1o b tha halanoa sheet camying amount o, Tof non-dedvatdye off-balance shest rarsactions and fir@nclal guaramess, helr condaciua nominal amaLrms.

At31 December 2016 A 21 Diecember 2017
Maoimum Mzdmum
ExpEre Offssta Mt esposure Exposum Dffsat? Mt e posure
The Group Em E£m £m £m £m £m
LOAre a0 Advances o banks, nett 3eez| | - T assm=| | azm - 4,274
LOBNS and SUVENGES [ CUsKmErs, et asa0d43 | | (3,241 460,802 | | 465555 7,012) 453,543
Dett securtiles, net 5085 | | - | soes| | agasr - 3,637
Financlal asseis as amortised cost 472830 (3,241) = 460,589 473466 (7,012 466,454
Financial assers ar falr valus through ainer
comprehensve Income@vall able-far-sale
finanlal asses® 24,368 - 24,368 an,301 - 40,301
Finarcial asses at falr valus through proft or loss®:
Laans and sdvances 20,247 - 20,247 32,182 - 32,182
Detit sacurties, Tazsury and oher bl ‘ 2,853 ‘ | - ‘ | 2,88 ‘ | 13378 ‘ l - ‘ ‘ 13,376
23100 - 23100 45,55 - 45,558
Derlvatve assais 11,293 {4,524 6,769 24,152 {11,184 12,568
Oif-balanca sheet Names:
ACCEpIANCES Bnd ENdOVEEMENTS az - a2 71 - 71
Other Mems serving & dirsct credlt subsHoIEs ags| | - ass | | 740 - 740
Performanoe bonds and ather ransacton-
refated CoMINGENGes 2,270 - 2,270 2,300 - 2,300
Imewncable commiments and guarantees a8 A58 | | -| | asass| | esgas - 65,346
51,242 - Bl242  &9,057 - 69,067
52,833 (7,765) 575,068 653,134 (18,196 634,538
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A7 Financlal fsk management (cominued)

At31 December 2018 B 31 December 2017
Maimum Mzdmum
The Bank m Yo e Y M
Loans and advances o banks, nett 3,153 - 3,153 3611 - 3611
LO2ns and adVances o cusimers, net 172,315 (2,389) | 169,816 | | 170804 [2,528] 168,276
Debt secuities, net 4,960 - | asen| | a31m - 3,182
Financial assefs at amantissd cost 180428  (2,399) 178,008 177,597 12,528) 175,069
Financial 2ssefs at falr value though ather
camprenensve Incameyavallable far-sale
financdal assets 23,208 - 23,208 41,309 - 41,303
Finandal asseis at falr value through profit
ar loss?
Loans and advances 18,026 - 18,026 32 182 - 32,182
Dett sacunities, massury and cher bk ‘ 2,811 ‘ . - ‘ | 2 ‘ | 1n7es ‘ ‘ - ‘ ‘ 11,725 ‘
20,837 - 20,837 43,377 - 43,377
Derlvative assats 15,431 (3,408) 12,025 26,764 {9,476} 17,288
oit-bal ancs shest NEmes:
Acceplances and endorsaments a1 - a1 70 - 70
Oither fems serving &s dirsct credi subsiloes ags | | - ass | | 722 - 722
Perlormanos bonds and ather ransacion-
related comingendles 2,012 - 2,012 2,167 - 2,167
Imewncable commAments and guarantees 30420 -| | apam| | 4rms0 - 47,550
g1z - 321z 0,549 - 50,549
272,816 (5,805) 267,011 340,630 112,004} 328,696

1 Amounts shown net of rlaed impaiment allbwarnces.

2 (=t iems comprise depesit amounts availeble for offsst, and amounts avzibble for oifset under masier retling amangements, that do nat mest te criteria under 83 32 o
enahie nars 2nd advances 2nd dervative assels respectvely o be presemied net of these balances in the francial saemens.

1 Excluding squity sheres.
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A7 Financlal fsk management (cominued)

B. Concentrations of expasune

The Group's management of concenradon risk Ncludes single nama, Indusry secior and courry imits &= wal a5 conmols over the Group's overall exposure o
cErtan producis.

#1351 Decambar 2015 e most slgnificant ConoenTations of Sxposune ware In mangages (comprising G4 per cant of tocal 10ans and advances 1o CLEINTETE) and
12 financlal, business and oiher ssrvices jcomprsing 13 per cent of the wal).

Loans and advances to customers

The Group The Eznk
018 W17 2018 W17
Em £m Em Em
Agriculure, Toresry and fishing 7,308 7074 3,020 2,596
Enargy and waiar supply 1,356 1,603 1,243 1,383
Manuraciuring 6,696 7 BBE 5,725 7,338
Cansruction 4,468 4478 3,108 3,064
Transport, disributian and hoets 13,832 14074 9,943 10,484
Postal and tElecommunicatons 2,285 2,143 1,646 1,677
Fraperty companies 27,207 27 GG 23,087 22,773
Finandal, business and ot sardces 61,256 54 003 55,407 45,550

Personal:

Mangages 296,790 304 48D 55,022 57,880
Other 28,617 28 757 9,680 9,508
Lease finandng, 1,686 2,094 154 40
Hire purchase 15,353 13,591 5774 8,834
Total loans and sdvances o customers befone allowance for Impairment losses 467, 064 467 750 173,849 171,915
Allcwance Tor Impairment kesses note 18) (3,020 2,195 (1,534) 1,111
Total lvans and advances to customers 454, 044 485 555 172,315 170,804

Fallawing the condnuing reducdon In the Group's nor- LK acikides, an aralysts of credit risk exposures by geographical raglan has nat baen provided.

C. Credit quality of assets

Loans and aovances

The anatysls of lending has been preparsd bassd on e division In which tha assat = hald; with tha bLEINESE sagment In which e epaswre |s recamed refeced
In 1he ratngs system applled. The Imemal credi rElings Systems usad by the Group differ between Re@ll and Cammerdal, reflecting the charactensdcs of thess
expELres and e way hat they are managed Ineemaly; these credio raings ane set out below. All probabilites of default (POs) Include forward-loking
Imormation and are based an 12 mandh values, whh the exception of cradit impalred.

Rstail Comerrie

Grade  IFRS 9 PO% Grade  IFRS 3 POW
Good qualhy 1-6 0.00-4.50 110 0.00-050
Sanslacmry quallty 7O 451-14.00 11-14  051-3.00
Lower quallty 10 1401-2000 1513  3.01-20.00
Balow siandard 11-13  20.01-55.09 13 20.01-00.08
Credit Impairad 14 100.00 20-23 100,00
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A7 Financlal fsk management (cominued)

Loowes and advances to usiomers

Loans and
adhances Rl - Retail - .
g EE evR  m e op m
At 31 December 2018
Stage 1
Good quality 3,586 287,740 44,314 50,143 ] 59,5[!. 381,818
Safsiacoory qualley 105 57 2,562 24,760 - 27,379
Lower quallty - - 72 1,287 - 1,359
Below standard, bout nat credit-lmpalred - - 415 - - 415
3,691 257,797 47,363 76,150 39,618 420,968
Stage 2
Good quality 2 10,784 2,737 100 -1 13,627
Safsiacoory qualley - 1,709 1,158 3,442 3 6312
Lower quallty - 262 2as 2,962 - 3,508
Balow s1andard, but nat credh-impalned - 899 907 54 - 1,860
2 13,654 5,087 5,558 9 25,308
Stage 3
Credit-impaired - 1,393 os7 2,958 49 5,397
Purchased or ariginated credit-impalred
Credit-impaired - 15,391 - - - 15,391
Tatal 3,693 288,235 53447 85,706 39,676 46T 064
Retail ~ Retail - .
E:nmmi'h'rumﬂﬁnumid EuFaness m:naﬁ uﬁmm mmﬂ'ﬂn U‘HE: TE
At 31 December 2018
Stage 1
Good qualiy 12,024 60,379 36,610 246 108,259
Safsiacoory qualley 2 532 6,196 - 6,730
Lawar quality - 10 70 - a0
Balow s1andard, but nat credh-impalned - 363 31 - 354
12,026 61,284 41,907 246 115463
Stage 2
Good quality 19 1,858 - - 1,877
Safstacoory qualley 1 156 526 - 683
Lawar quality - 27 289 - 286
Balow s1andard, but nat credh-impalned - 50 11 - 61
20 2,091 Bo& - 2,517
Stage 3
Credit-impaired -] 39 - - dd
Purchased or ariginated credit-impalred
Crenl:—lrnpalrm a0 - - - 215
Tatal 12,141 63414 42,713 246 118,514

Stage 3 assers Include balances of appradmatsy £250 millkan (Wit cuStERING amouns due of appradmanely £2,200 millkan) which nave been sSUbject i a
pan:lal WTie-off and whare he GI'{I.IP COndriues w enforce racovery acdon.

Stags 2 and Stage 3 as5ets with a camying amaurt of approadmanaly £1,000 millan wera madified during the year. Mo material gain of loss was recognisad by
1he Graup.

126

420/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Lletyds Bank ple
Motes to the accounts

A7 Financlal fsk management (cominued)

Lears and advanoes to customers

Leans and
advances Rl - Retail —
The Bark o banks m:ngﬁ other Commescial Other Total
(Groes camying amount £m £m £m £m £m
At 31 December 2018

Stage 1
Good quality 3,049 49,298 12,768 4].2?!. 38,883 . 142,228
Safsiacoory qualley 105 1 631 16,563 - 17,185
Lower quallty - - 14 936 - 850
Balow s1andard, but nat credh-impalned - - [ - - B
3,154 49,299 13419 58,778 . 38,883 . 160,379

Stage 2
Good quality - 3,159 1,099 23 2 4,283
Safsiacoory qualley - 430 414 2,259 - 3,163
Lower quallty - 74 113 2,711 - 2,898
Balow s1andard, but nat credh-impalned - 325 o7 30 - 662
- 4,048 1,933 5,023 z 11,006

Stage 3
Credit-Impaired - 44 461 1,356 3 2,464
Tatal 3,154 53,991 15813 55,167 38,868 173,849

Retail - Rtail —
The Bark . n'l:ngﬁ other Commercia Cher Total
Loan commitments and financid guaraniess £m £m £m £m
At 31 December 2018

Stage 1
Good quality 753 20,362 31,474 50 52,638
Safstacoory qualley - 106 3,858 - 3,964
Lower quality - 1 53 - 54
Balow standand, bt not credi-impalred - - 3l ] -1 31
753 20469 35416 50 56,688

Stage 2
Good qualty - 438 - - 488
Sastacoory qualley - 70 383 - 453
Lower quality - 12 213 - 226
Balow standand, bt not credi-impalred - 22 3 - 25
- 582 595 - 1,181

Stage 3
Credit-impaired - 18 - - 18
Tatal 753 21,079 36,015 50 57,807

Loans and advances carmed at falr valua through profit of oss comprisa £17,125 milllen for the Group and £17,136 millan for tha Bank of 1ading assais of
which £17,078 milllen for the Group and £17,087 milllen for the Bank hawe a good qualiy raing and £43 million for the Group and the Bark have 2
safsiaciory ragng; and £3, 120 millan for the Group and £890 milllen for the Bank of other assets mandaionly held at fair valua trough proft of loss, al of
which I Wewed by The DusIness as Invesmment grade.
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A7 Financlal fsk management (cominued)

Debt sacurities held 3t amortised cost
An anatysis by credit raling of debt securhles held at amortised st 15 providad bakow:

2018 2017
Imetment |rppestrrentc

grade’ Cither’ Total Erads’ Dther Tetal

The Group Em Em Em £m Em £m
Asset-backed sacurties:

Mangage-backad securties 3,262 9 3,271 2,386 - 2 366

Other asset-backed securides 631 17 G4E ‘ ‘ 1,164 oE 1,260

3,893 26 3,919 3,630 =1 3626

Carparane and oter debt sacundes 1,176 2 1,178 - 14 14

GIIss EXposUne 5,069 28 5,087 3,630 110 3,640

Allowanoa Tor Imparmant kessas (2 (3

Total debt securttles held at amortissd cost 5,085 3,637

The Bank

Asset-backed sacurties:

Mangage-backad securties 3,263 - 3,263 2,283 - 2,263

Other asset-backed securlies 521 - 521 919 - a19

3,784 - 3,784 3,182 - 3,182

Carparate and oter debt sacundes 1,176 - 1,176 - - -

(GIIss EXpOsUra 4,960 - 4,960 3,182 - 3,182

Alowance Tor Imparment kesses - -

Total debit securttles meld &t amortissd cost 4,960 3,182

1 Credit rafings mjual toar betier 4an BES'.
2 (hher comprises sub-imvestment grade (201 B: £6 milion dor the Group and £ni for the Bank; 201 7: £56 milkon for the Group and Enil for the Bankd and not raed
[201B: £22 million for the Group 2nd £nil for the Bark; 2017: £14 milion for the Group and Eril for the Bank].
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A7 Financlal fsk management (cominued)

Financial assets st fair value through other comprehenshne Incame;/avallable-for-sak financial assets (exciuding equity shars)
An analysls of fanclal asse1s at falr value Hrough other comprehenzive Income (avallable-Tor-sale Nnanclal assecs at 31 December 2017) IS Inclided In
notz 19, The credt qLIﬂ"'I;' af inancial assecs ar 1alr vaus mrﬂ.ﬂﬂ ainer I:{IH'FII'E"EHEI'!’E‘ Income (avallable-Tor-zale Ninanclal asses ar 31 December 2017}
[Exciuding equity shares) |5 551 aut bekow:

2018 olr
Imvestment Irsestmert:
grade’ Oither’ Total grade’ Other® Total
The Group Em Em £m Emi £m Em
Dmift secivities
GOVEMIMENL Securfiles 18,971 - 18,971 34,708 - 34,708
Bank and buliding soclety cerdfcates of deposit - - - 167 - 167
Asset-backed sacunties:
Mangaga-backed sacurties - - - 1,186 - 1,156
Oiher asset-backed securides - 57 -7 ‘ ‘ 235 20 265
- 57 &7 1,391 20 1411
Carparane and oter debt secundes 4,934 185 5,119 4,250 365 4,615
Total debt securdes 23,905 242 24,147 40,516 335 40,901
Trazsury and othar bills 221 - 221 - - -
Total finamclal assets ot falr walue through other compreRsnshe
Income'avallablke-for-sale financlal assets 24,126 242 24,368 40,516 335 40,901

1 Credit rafings equal toor betier than HEB'.
2 [Hher comprises sub-investment grade [201B: £52 milien; 2017: £9 milion] and not raied [201B: £190 miliory 2017: £376 milkanl.

2018 2017
Imsestment Irvsastmert
gradet Otthert Tatal ade Othera Toidl
The Bank £m £m £m £m £m Em
et secuvities
Govemment securiiles 18,831 - 18,831 34,671 - 34,571
Bark ard bullding soclety certiflcates of depaslt - - - 167 - 167
Asset-hacked secunties.
Mangape-hacked securties - - - 1,129 - 1129
Other asset-backed securides - 5 3 (=3 1 65
- 5 5 1,193 1 1,194
Carparate and oither debt securides 4,151 - 4,151 3,614 306 3,B20
Total debt secures 22,982 5 22,987 30,445 307 3,762
Trazsury and oter biils 221 - 221 - - -
23,203 5 23,208 39,445 307 ¥3, 762
Dz fram felkow Lioyds Banking Group undertakings:
Carparaie and oiher debn sacuriles - 2,051
Tatal Tinancial assets at talr value through ot her comprehensive
Incomesvallabl-for-sale financial sssets 23,208 41 B03

1 Credit rafings equal toor betier than HEB'.
2 [HMrer comprises sub-investmerk grade [201B: Eril; 2017: Enill ard not raied {2018: E5 milion; 2017 : £307 millionl.
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A7 Financlal fsk management (cominued)

Dbt securttios, teasury and other bils held at fair value through profit of loss
An EI'IE]}'SIE of financial assers at fair value 'ITI'IH.H'I FII'IH'l[ of loss |5 Included In nce 14, The credt qIJBJ"Z!i'IH det sacurdes, masFsuny and ofher bils held atfalr
value firaugh profic or kss |5 551 o bakow,

2018 2017
Imiestment Ireezstment:
grade: Cther: Tortal radet Dthers Total
The Group £m Em £m £m E£m Em
Wading assefs
GovemimEnt sacuriles 2,293 - 2,293 0,836 - 9,636
Assel-tiacked sacunes:
Marigaga-hacked securliles - - - a4 105 LGS
Other asset-backed securlijes 20 - 20 ] - 95
20 - 20 179 105 2E4
Carparane and oder debt secundes 22 - a2 AGR 54 522
Total held as rading as:es 2,335 - 2,336 10,483 159 10,642
Other asseds mandatorlly at fair vaive fwough proft o ioss
GOVEMIMENL Securfiles - - - OzE - k]
Bank and buliding soclety cerdfcanes of depaslt - - - 222 - 222
Carparate and oiher debt securdes 518 - 518 - Z10 210
Total debi securdes mandatwrity at falr value through profit or loss 518 - L E:] 1,150 210 1,360
Trazeury bilks and ohar bills - - - 1B - 18
Total ather assets mandaiarly at falr value thiough profl or 1055 518 - 518 1,168 210 1,378
2,853 - 2,863 11,651 369 12,020
Dz fram felkow Lioyds Banking Group undertakings:
Carparaie and oiher debn sacurties - 1,358
Total hedd at falr walue through profit or loss 2,853 13 376

1 Credit refings sjual toor betier than HEB'.
2 Hrer comprises sub-investmert grade [201B: Eril; 2017 Enill ard not reted {2018: Enil; 200 7: £363 milioal.
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A7 Financlal fsk management (cominued)

Credit risk In respect of rading and other finandial assets at falr value through praftt of kess hens within the Group's unitHinkad funds s bome by the policyholders
and credh risk In respect of whhrprofics funds Is langsly borne by the policyhalders. Consequendy, the Group has no Sgnificant expasure 1o credlt sk far such
assa1s which back those conract labilldes.

2018 2017
Imyestmert Iresestmert
grade’ Cher! Total grade’ Dther Toldl
The Bank £m £Em £m Em £m Em
Traging assets
Gowemment securtles 2,293 - 2,283 9,834 - 9,634
Azset-hacked sacurtles:
Mangaps-hacked sacurliies - - - a4 105 189
Other asset-backed securides - - - ‘ ‘ o5 - o5
- - - 179 105 ZEd
Carporate and cfher debt secuides - - - 468 =4 522
Tofal debi securdes 2,293 - 2,293 10,481 1589 10,640
Trazsury bills and other bllls - - - - - -
Total held as rading assas 2,283 - 2,283 10,4581 159 10,640
Other asseds mandatorlly at fair vaive Bwough proft or foss
GOWEMMENE securfiles - - - 9z8 - o9z8
Carporate and other debt secuides 518 - 518 - 210 210
Total ather assets mandatarly at falr value through profh or lass 518 - Gla 928 210 1138
2,811 - 2,811 11,409 369 11,778
Dz fram felkow Lioyds Banking Group unoertakings:
Corporaie and ciher detn sacuriles - 17
Total hedd at falr walue through profit or loss 2,811 11,795

1 Credit rafings equal toor betier than HEB'.
2 [Hrer comprises sub-investment grade [201B: Eril; 2017 Enill ard not rated {2018: Enil; 200 7: £363 milionl.

Denlvative assets

AN analysis of darvadve assecs |5 given In nate 1 5. The Group reduces exposure tcredit nsk by usng master nedng agrasments and by oaining collateral In
1he torm of cash of Nighly liquid securides. In respact of the ned credic sk ralating 1o derivabyve assecs of £5, 769 millan far the Group and £1.2,025 millian far
1he Bark {2017: £12,968 milllon for the Group and £17,288 milllon for he Bank), cash collateral of £1,653 milllen for the Group and £257 milllen for the
Bank [2017: £5,142 milllon for the Group and £3,905 millan for the Bank) was neld and a funher £94 millon for the Group and £32 million for the
Bank [2017: £27 & milllon for the Graup and £1 96 millan far the Bank] was dus from OECD banks.

208 217
Irreestment Investment

Fade’ Other” Totad grade’ Other® Tetal
The Group £m £m £m £m Em £m
Trading and ofher 5,501 1,320 7221 20,285 1,867 22 2R3
Hedging 1467 16 1,483 1,354 & 1,500

7,368 1,336 a,7oa 22,179 1,973 24,152
Dase from fellow Lioyds Banking Group undertakings 2,589 -
Total defvative inancial Instruments 11,293 24,152
The Bank
Trading and oiher 4,563 525 5,088 17,403 Tld 15,117
Hedging 385 15 400 467 2 469

4,548 540 5,488 17,870 T1& 15,586
Dz fram felknw Lioyds Banking Group undertakings 9,043 8,178
Total dedvative nancial Instruments 15,431 26,764

1 Credit refings sjual toor betier than HEB'.

2 (hher comprises sub-investment grade [201B: £1,2B2 milion for the Group ard £48E million forihe Bark; 2017: £1 87E milion for the Group and £623 milion far the Bank]
ard nat rated {2015: E54 million for the Broup ard £52 million forthe Bank; 200 7: £S5 million for the Broup and £33 milion farthe Bankl.
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47 Financlal dsk management (cominued)

Financial guarantees and Irmevocabile loan cammitments

Financial guaraniees represent Lnder@akings tat the Group will meet a customer's obligadon o tird partdes If the cusmmer falls o do so. Commiments o
axtend cradit represent unused pordons of authansatons 10 extend credit In the Tom of loars, guaramess of letiars of credit. The Group ks thecretically exposed
10 1385 I 8n amount equal 1o 1he 10El guaranises oF unused COmMmITmes, owevar, he llkely amount of koss |5 expected 10 be significamty kess; miast
commlments 1o extend credht are comingent upon cusiomers malmalning specific credt standards.

. Collateral held as sacurlty far financlal assets
The Group holds collateral against [cans and advances and Imevecabde loan commiimens; qualkaiive and, whers appropriiate, quandeative Irfomaden 1s provided
In respact of this collxerl bakow. Colateral Nel as sacunty for finandal assets at falr value through profit or loss and Tor derfvative assacs 5 Also shown below.

The Group helds collateral In respact of [oars and advances 10 banks and cUSIOMErs &5 581 out below. The Group daes not hold collaterdl against debt sscurdes,
comprising asset-hackad sacurtles and corparaie and other dedrt sacurtles, which are classified &= finandal assets held at amanised oost.

Loans and acvancas 1o banks

Thefe wefe reverse repurchase agreememts which are accounted for &= colaierllsad [aans within loans and advances 1o banks with a carming value of
£48]1 milllon for the Group and the Bank (2017: £34 milllon for the Group and e Bank), againzt which the Group and e Bank held collateral with a fair
value of £431 milllon {2017 £95 millien Tor the Group and 1he Bank).

These rarsactons weare genamally conductsd under terms thiat ane usual and custamary for sEndard securad lending acitvites.

Loans and aovances to customears

Retall lending

Morigages

An analysls by laan-to-value rado of the Graup's and the Bank's reskenlal morgage lending k& providad below. The value of collateral used In determining the
kaan-io-value rados has been esdmated bassd upon the 1ast aciual valuadon, adjusied @ taka IND ACCOUNT SUESEQUEND MOVEMEeNts In Nouse prices, after making,
aliowances Tor Indaxadan ermor and dilapidatons.

In some dreumsiances, where the discounted value of the esimated net proceads from the liquidaton of collateral {Le. net of costs, expected halrouts and
anticipated changes In the value of the collateral to the polnt of sale) Is greater than the esdmated exposure at default, no cred tlosses are expected and na ECL
aliowance Is racognised.

Purchased or
originated
e i T e Whs B~
At 31 December 2018
Less than 70 per cenm 186,974 10,853 1,058 11,658 210,543
70 pef oant o &0 per cent 38,865 1,704 176 1,864 42,609
Bl per oent oo S0 per cent 26,353 837 ao 1,024 28,304
S0 per pant o 100 per pant 5,136 154 33 349 5,672
Greaar than 100 par cem 459 106 L 49§ 1,107
Total 257,797 13,654 1,383 15,391 288,235
Neither past due  Past due bat not .
nor impaimd impaired Impaired Gmaz
Tre Graup £m Em Emi Emi
A1 31 Dacember 2017
Less than 70 per cemt 216, GEE 4305 2,444 223,641
T pef pant B0 per cant 43,045 TET 582 44,424
B0 per pant oo 90 per cant 25,457 500 435 26,432
S0 per oant oo 10:0 par oant 7,0BS 177 244 7,506
Greanar than 100 par cem 3,068 161 450 3,679
Total 235,683 5,934 4,165 305,682
Stage 1 Stage 2 Stage 3 Total gross
The Bark £m £m £m Em
At 31 December 2018
Less than 70 per cen 41,695 3,193 485 45,373
70 per cant to S0 per cant 4,668 483 75 5,226
B per oant oo 90 per cant 2,333 247 43 2,623
S0 per pant o 100 per pant 527 (] 21 616
Greaiar than 100 par cam 768 57 20 153
Total 45, X9 4,048 G4 53,951
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47 Financlal dsk management (cominued)
Neiterpastdue  Past due but nat

nor impaimd impaired Impaired Cross
The Eznk £m £m Em £m
At 31 December 2017
Less than 70 per cent 47 274 5 351 48,203
T per pant oo BO per cant 5,640 o3 73 5,812
B per oant oo S0 per cant 2 B3 56 a7 2,636
S0 per cent oo 100 per cent 653 13 38 720
Greatar than 100 par cerm 232 10 26 268
Tatal 56,592 T2 536 57,880
Other

The majority of non-morigage retall lending |5 unsscured . At 51 December 2018, SEEe 3 non-morigags \ending amounted o £63 1 millan, netal an impairment
alkowance of £366 milllon (201 7: Impared nen-morgage knding amounted w317 milllon, net of an Impalrment dlowanoe of £542 milllon).

Srage 1 and Stags 2 mon-morgage retzll lending amounted o £52,450 millian {2017: unimpaired non-marigage |ending amounted 1o £49,482 millian).
Lendirg deciskans ara predominanty based an an abliger's ablifty 1o repay Tram normal bUsiness cparatans rather tian rellancs on the dispesal of &y sacunty
providad. Caollateral values are Agorously assessed at the time of kan afgination and ars thereafier manltared In accordance wihh business unit credit pelicy.

The Group credit sk dischesures for Lnimipaired non-mangage retal lending repor assecs grass of collmerel and thensire disdoss e Makmum [0ss expasire.
The Group belleves that this appraach |5 apprapae.

commercial lending

Reverss mEpUrChass fransachions

A151 December 2018 Mena were reverss [EpUNChass agEEMENS which wene accounted for 85 colaierlisad loans with a camying value of £35,879 millian far
1he Group and the Bark (2017: £16 832 milllon for the Group and te Bank) agalnst which the Group and the Bark held collaeral with a fair vaue of
£37, TES milllen 201 7: £17,122 milllan Tor te Group and the Bank) all of which the Group was able o repledga. Mo oollaieral nohe form of cash was
prowidad In MEspect of reverss rEpUIChass AQTEEMEnts oo e Group of tha Bank (2017: £nil for the Group and the Bank). These Tansacians were ganerally
conduciad urder 1ms hat A usial and cusiomary for standard secured lending actvides.

Stage 3 sectyed iemaing
The value of collateral & re-evaluated and Ns legal soundness re-assessad IF thare ks chsenvable evidence of distress of the bormower; this evaluation Is used m
detemmine poiandal koss allowances and management's simiegy 1o 1y 1o elter repalr the buslness of recover the debt.

A1 31 Decamber 2018, Saga 3 securad commerclal lending amourmad o £658 milllon, net of an Impalment alkwance of £215 milllon (2017: Impared
secured commercial kending amoured © £644 milllon, net of an iImpalment alowance of £23& million). The falr value of the collateral held In respect of
Impaired secured commercial lending was £590 milllon (201 7: £797 million] Tor the Group. I deErmining te fair value of collateral, o specc amourts
have been atifbuted 1o the costs of reallsadon. Far the purposes of determining the oial colaieral hekd by the Group In respect of Impalred secured commerclal
kending, the value of collaieral for each Ioan hias been limied 1o the principal amount of ihe ouistanding advance In order 1 eliminaie the effects of any aver-
calateralisation and (o provide 8 Clearer representatian of e GoUp's exposLne.

Stage 3 secured commenda lending and assoclated collateral ralates (o lending t0 property companies and 10 CUSIOMErs In the fir@nclal, business and oter
servioes; ransport, distibudan and hoels; and corsucton Indusoies.

Stage 1 and Slage 2 secured ending

For S@ge 1 and Stage 2 secured commercial lendng, the Group repons assets gross of collaceral and therefore discases the maximum kes expasure, The Group
believes that this approach Is approprlate s collacsral values at angination and during a perod of good perfofmance may nof be repressrmatdye o e value of
calateral If the cbllgor eners a distressed stans

Stage 1 and Sage 2 securad commerdlal lerding k& predominandy managed on a cash flow bask. On cocaslon, |t may Indude an assessment of undanying
calaieral, although, for Stage 3 lending, this wil naot always Invohwe assessing It on a fair value basks. Mo aggregaed collaterd Infarmation for the entire
urimpaired secured commercial lending portiolio 15 provided m key Managemeant personnel.

Financial assets at falr value through profit or loss (exciuding equity shares)

Indiuded In financial assecs a1 falr value through proflt of 1oss ara rewerse rspunchass agresments maed &= collteralsed kans with a carming valus of
£17,127 milllon far the &roup and the Bank (2017: £31,530 millan for the Group and the Bark). Collateral Is hel whih 2 fair value of £18,310 millien far
1he Groupand the Bank (201 7: £39,093 milllon far the Group and tha Bank), all of which the Group b able o repledge. At 31 December 2018, £17,121 millkan
far the Group and the Bank had been repledged (2017: £31,281 milllon far the Graup and e Bank).

In addiden, securldes held &= collateral In the form of stock bormowed amounced to £45,025 million for the Group and £1&,029 million for the
Bank {2017 : £61,469 million Tor the Group and £1 7,504 million for tha Bank). OF this amount, £43,701 millian for tha Group and £1 4,805 milllon far the
Bark [2017: £44 432 millon for the Group and £471 million for the Bank) had been rescid of repledged = collaeral for the Group's own Tansacions.

These TarEacions weare genamlly conduched under terms that ane usual and cLsfomary for sSEndand securad lending activites.

Derlvative assets, after offsetiing of amounts under master netting arrangements

The Graup reduces exposune ba credit risk by using miaster netiing agreamers and by ab@ining collateral In the form of cashar highly liquid secundes. In respect
of the net derlvadve assats aher offsedng of amounts under masier netlng arrngaments of £6,769 million far the Group ard £12,025 milllon Tor e Bank
(2017: £12,968 millan for the Group and £17, Z83 milllon for the Bank), cash collerd of £1,693 milllon Tor the Group and £857 milllan Tor the Bank
(2017: £5,148 milllon far the Graup and £3,909 milllon fof the Bank) was had.
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47 Financlal dsk management (cominued)

Irrewocable loan commitments and other credit-related contingencies

A13] December 20138, thare wera Imewocable kan commiments and other credi-elaed condngancles of £51,24.2 milllon for e Group and £32,512 millkon
far the Bank {2017: £69,057 milllkan Tor the Group and £50,542 millon far the Bank). Collaeral 1s hadd as sacunty, In the @ver hat ikndng |5 drwn oo,
an £10,86]1 milllon for the Group and £638 milllon for the Bank (2017: £10,314 millon far the Group and £20 milllon Tor the Bank) of thess balanoes,

Callateral repossessed

Caring the yaar, £245 millkan of collateral was repossessed (2017 £257 milllon), corslsing pimarily of resdanda property In respect of rell porfollos, the
Group does not @ke phiysical possesslon of propertes or oer assets held &5 collateral and uses sxternal agents to realls: the valle as soon a3 praciicable,
generaly at auction, oo seme Indebsdness. Ay sUMpIUS TuNds are rensmed o the DoFower of are atherwse daalt with In accordance with appropiaie Insakvency
reguiatians. Incartan clrcumestances the Graup takes physlcal possession of asseds hald as collateral agairet commerdal lending. In such cases, he sssets ane
caried on the Group's balance sheat and are dassfied acconding 1o fe GROUP's accouming pollcks.

E. Collaberal pledged as sscurlty

The Sroup pledges as5a1s pimarily far repurchass agrasments and securiiles lending ransact ans which are generally conduciad undsr (erms that 2re LELEl and
CUSIMmEny far standard securiisad bamowing Coniracts.

Repurchase transactons

Deposlts fom banks

Included In deposis from banks are balances arking from repurchase ransacions of £21,1 70 millan for the Group and £1,193 millian for the Bank (2017:
£23,175 milllon far the Group and £3,198 milllon for the Bank); te falr vale of the colakral provded under these agreemants at 31 Decamber 2018 was
£15,615 milllon for the Group and £1,188 millkon for the Bank (2017 : £23,082 milllon Tor the Group and £3,156 millon far the Bark).

Cusiomer depasits

Inciuded In customer deposits are balances arlsing from repurchase fransactions of £1,818 milllan Tor e Group and the Bak (2017: £2,638 millien far the
Graup and £2,637 milllon far tha Bank); the falr value of the collateral providad under fess agresments at 31 Decembear 2018 was £1,710 millian fof the
Graup ard the Bank {2017: £2,640 milllcn far the Group and the Bank).

Tading and ativer fnanclal labiaties at fak vaive thiough profit of foss
The fair value of collateral plsdgad In respect of repurchass ransactions, accountsd for &5 secured bamowing, where e secured party 15 permitied by comiract
ar cusiom o repledga was £14,148 millan far the Group and the Bank (2017 £48, 765 milllon for the Group and te Bank).

Sacurities lending transactions
The Todlowing on balance shaat inanclal assats have Daan |ent 1 counterpartdes under sacu thes [ending Tansactons:

The Group The Eank
2018 17 2018 27
£Em Em £m &m
Financial asseds at fair value through profit of loss 23 1,320 715 1,314
Laans and advances oo CUSKME's - 197 - 197

Financlal asseis at 1air value through ather comprahenshee Income

(2017 avalabkafar-zale finand A assems) 1,025 2 pa 731 2,450
1,748 4,125 1,445 3,980

Securitisations and covared bonds
In additlan 1o the assets detalled above, the Group alsa holds asses that are encumberad through the Group's asset-backed condults and Iis securtkadon and
covered band programmes. Furher detalls of thess asses are provided In notes 28 and 43,

(2) Market risk

Interest rabe sk

Imerest r2ie risk arses from the diferent repricing charcterisdcs of the asseis and llablites. Liablildes are dther Insersldve o Imersst rale mavernents, far
example Irerest free of wery Iow IMmerest cLsmmer deposhis, of ane sensidve o Intenest rate changes but bear raies which may be varked at the Group's discratian
and that for competldve reasoms generally reflect changes In e Bank of England's base rate. The raes on the remalning depasits are conractualy fxed for thelr
1BITT 10 Mmannty.

Mary barking assets are sanshive 10 IMerest @18 MOvames; here 15 a lage wiume of managed rae asses such a5 varlable rae morgages which may b
consldared as @ natural offss( oo e Imerest /@1 risk ansing from the managead race llabilides. However, a significant propordon of the Group's lending asseds,
far e@mple mary personal 10ans and Morgages, Dear INerest raes which are conraciualy fixed.

The Group's risk management pallcy 15 ta opimise reward whilsc managing Is market rish axpasLres within e sk 2ppede defined by the Board. The langsst
residual sk sxposUre a1ses from balances tat are deemad 10 be Insensidve 10 changes In marnket raies (Ncludng cumant 2ocoums, 3 pordan of variabie racs
depeshs and Imves@ble equity), and & managed hrough the Group's sirucoural hedge. The srucoural hedge cansksts of longar-1em fied r2ie assets o Inteest
1ate SWeps and the amount and duration of the hadging aciivity |5 reviewed regularty by the Lioyds Banking Goup Assst and Liabiliy Commitee.

The Group and the Bank esiablish hedge accoundng relatlionships Tor Imerest rate risk using cash ow hedges and falr value hedges. The Group and 1he Bark
are exposad oo Ccash fiow Interest @oe nsk an s varlable rae loans and deposlts ogather whh s flasing racs subardinansd debt. The derivathves Used 1o manags
1he siruciural hedge may be deslgnated Into cash flow hedges 10 manage Income siatement voladllt. The econamic lems ralaed 1o the stnuciural hedge, far
EXEMpIe CLITent acooums, ane not sultable hedgs liems 10 be documentad N accoundng hedge relationships. The Group and the Bank are exposad © falr valus
Interast rag nsk o IS fieed rate cusmer [oars, 1t fxad rate customer depasits and the maonty of |6 subardnated debt, and 1o cash Tow Imerest rate risk an
s varlablie rate loans and depasis mogeder with 1t flasting raee subandinaced detn. The Group and the Bank apply neting Detween similar rises befare spplying
hedge acooundng.
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47 Financlal dsk management (cominued)

Hesdga Ineffectivensss anses during the management of Intsrest @18 sk due o resdua unhedged fsk. Souroes of Insffactivensass, which the Group may decide
1o nof fully midgate, can Include basls differences, dming differences and natonal amount diferences. The afectiveness o accoundng hedge relationships
assessad betwean The hedging dertvatives and 1he decumerned hedged hem, which can differ oo the undenying economically hedged leem.

A1 31 December 2018 the ageregaie notanal principal of Interest rate swaps designacsd as falr value hedges was £150,971 milllen (2017: £114,045 millicn)
far the Group and £153, 223 milllon {2017 £120,076 milllon) for e Bank with a net falr value asset of E760 milllon (201 7: assat o £507 millian) far the
Group and a net falr value llabllity of £871 millan (2017: llabliy of £1,296 milllon) far the Bank (note 15). There were galns recagnisad on the hadging
Instrumenis of £1 25 millan {201 7: £450 milllon) Tor tha Group and gains of £262 millian (201 7: gains of £335 millon) for the Bank. There wers kssas an
1he hedgad lems atiribuiable 1o 1he hedged nsk of £77 million (201 7: £514 milllon) for the Group and losses of £320 million (2017 : £308 milllon) for the
Bark. The gains and losses reating 1o the falr value hedges are recorded In net rading Inoame.

In addhlon the Group has cash flow hadges which are primarlly used to hadge the vardablity In the oot of funding within the commerdal buslness. Noe 15
shaws when the nedged cash fows are expecied o oocur and when they will affec Income for the designaied cash flow hedges. The natlanal principal of the
Interest rate swaps oesignated as cash fow hedges at 31 DOecember 2018 was £556,945 million {2017: £545,05%% millon) for the Group and
£146,018 milllen {201 7. £127, 228 millon) far tha Bank with 2 net falr value lability of £486 millkan (2017 llabiliey of £458 millany far the Group and a
net Talr value assed of £nll (2017 asset of £10 millian] for the Bank noge 15) In 20138, Ineffeciiveness recogrized In the Income staiement that ansss from
carsh flow Nedges was 2 1oss of £25 milllon (2017: |osses of £21 milllon) Tor the Group and 2 1oss of £21 milllon (2017: galrs of £66 millian) for the Bank.

Currency risk

The IIII';:IHI:E' ard retall businesses Incur farelgn exchange risk In the course of providing services 1o thelr customers. All non-souciurl Torsgn exchangs
EepasLres N the non-rading book are ranskemed o the Tading anea where they are moninored and conrolled. These fsks reside In the authortsed Rdng cenres
who are allocated expasure limits. The limits are monitored dally by the local cenres and reparied 10 1he cenral markat and liquidity risk furcdon In Londan.
The Group also manages fanslgn currency risk via cash fiow hedge accourning, Uilising curmency Swas.

REk anses from the Group's IMestmants In M oversaas opaatons. The Group's sruciural farelgn currency exposure s represented by the net asset vale of the
farslgn currency equity and subordinated debt Imvestmenis In IS subsldlaries and branches. Galns of losses on sruchural fordgn cumency esposures are laken
10 TESEMVES.

The Group cazzed all hedging of e currency Transiation fsk of the Net Investment In forelgn aperaiions on 1 January 2018. AL 51 December 2017 the Graup
used forelgn curmency bamowings with an aggregate pinclpal of £41 million 1o Nedge cumency Tansladon rig. In 2017, an Inefectvensss loss of £11 millian
befora @ and £2 milllon aMer @1 was racognissd In he Income sEtement arksing fram net Investmant hedges.

The Graup's maln owerseas aperatkons are In the Americas and Europe. Detals of the Group's sruciural farslgn cumency expasures, a'er net imsesiment hedges,
are a3 hliaws:

Functional currency of Group oparations

(CHiwer ran-
Eura US Dollar stering
The Graup Em £m Em
31 December 2018
GIIss exposdre 112 - -
et Irvestmant hedgss - - -
Total structural farelgn curency exposures, after net Imeestment hedges 112 - -
31 December 2017
GIIss exposdre e r4 3z
Mt Irvesiment hedges [41] - -
Total sTUCIURA] Torelgn cumency exposures, aher net Imssmment hadges 52 74 3z
CHiwer ron-
Eura US Dollar stering
The Bank £Em Em £m
31 December 2018
GIIss exposure 6 - -
et Irvestmant hedgss - - -
Taotal structural forelgn cumency exposures, atter net lvestment hedges 6 - -
31 December 2017
GIIss exposure 3 53 -
et Irvestmant hedgss - - -
Total sTuctural forelgn curency exposures, ahar nat Imsestment hadges ] 53 -
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A7 Financlal fsk management (cominued)

(3] Liquidity risk

Liquidity sk Is defined as the Ask that the Group has Insufclent finandal resounces 1 mest s commiments as ihey fall due, of can only secure them at
expEssive Cost, Liquidity sk Is managed Through a serles of measures, tests and reports hat are primarity based on contraciual mannty, The Group camies aut
minthly smess tesing of [ts liquidiy poshion against a8 range of scenanas, Including thase prescribed by the PRA. The Group's liquidity dsk appetie |s ako
callbrated agalrst a number of siressed liquidity merks.

The @bles bekow analyse finandal Irsrument llablites of the Group and the Bank, excluding thase ansing from Insurance and partkdpating Investmant
CIniracts, on an undiscourmed fubre cash Niow basls aciording to comraciual maiturity, o relevant malurty groupings based an 1he remaining period at the
balance shest dats; balanoes with no fxed mamnty are Incuded In te over 5 yaars caegory. Certain balances, Induded In the @Ok below on the basks af thalr
residus maiLriyy; are repayable on demand upan pEvment of @ penalty.

Upta 13 312 15 Ower 5

1 manth monthe manths years years Total
The Group Em Em Em Em Em Em
At 31 December 2018
Depels from Danks 1,538 2401 855 20,302 1,362 26,868
Cusomer daposhs 361,233 7,298 12,066 9,825 1,554 391,976
Financial llabdlides at falr value through proft of loss 3,807 6,165 5,388 831 10,771 27,063
Debt securdes In [ssu 4,714 5,580 19,741 35,123 12,677 77,835
Subordinaiad liablites 236 1,164 953 6,871 10,444 19,668
Total non-derlvative financlal labliftles 371,528 22,608 39,014 73,062 . 36,808 543,410
Derlvadve financlal llabilides.
Gross semled denvadyves - outflows 1,161 1,704 6,503 21,645 13,207 44, 220
Gross semled denvadves — Inflows (524) (1,528) (6,185) (@0,173) (1l1,450) (40,260)
Gross semied denvadves —net fiows 237 176 31& 1472 1,757 3,960
Ne1 samiled dedvadve llablies 5,778 9 39 285 576 6,669
Total derwative inancial Habllites 6,015 167 357 1,767 2,333 10,629

Upe 12 i.12 1.E Ouer B

1 menith maonthes mamhs years AT Total
The Group Em £m Em Emi Emi
A1 31 Dacember 2017
Depersis from banks 1873 3,544 2 o6 21,498 387 29,308
Cusiomer daposhs 367,104 18,854 21,308 11,170 2,576 430,811
Financial liabilides ac fair value through proft or loss 21,286 14,424 6,459 4,251 13,041 53,601
Dbt securdss In [ssue 3407 6,341 12,373 31,642 16,833 70,601
Subordinaid llablites 265 430 3,095 7,131 10,365 21,946
Total non-denvadve Anandal llabilides 393,035 43,863 45 376 76,602 43,801 602,257
Cerlvadve financlal llabilides:
Gross semled denvadves — outflows 23,850 31,574 24923 43,425 30,473 154,645
Groess samled denvadves — Imlows (23,028 (30,572) [23BBE) (43,606) [31,932) (163,324)
Gross semled denvadves —nec fiows Bz2 1,002 1037 118 [1,453) 1,321
et samled dervadye llablies 17,414 =] 142 452 992 13,009
Total dervathe Tinanclal llabilldes 18,236 1,011 1173 arl [467] 20,330
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A7 Financlal fsk management (cominued)

The principal amount for undaied subondnated llabilides with no redempiion apdon 1S Included wihin the over S years column;: Imerest of approximaiely
£27 milllon {2017 £23 millkan) par annum for the Group and £19 millian (2017: £17 milllon) for te Bank which |s payable In respect of those Insruments

far a5 kong & they remaln In kEsue s not Noludsd beyond 5 years.

Upta 13 312 1.5 Ower 5

1 month months muonths years yeans Total
The Bank Em Em £Em £m Em Em
At 31 December 2018
Depersis from banks 1,880 1472 701 112 1,362 5,607
Cusamer daposhs 219,209 4,845 3,958 693 810 229,513
Financial liabdlides at fair value through proft of loss 3,839 6216 5,434 aa7 10,754 27,130
Debt securdes In [ssue 4,181 4,083 16,637 25,550 11,813 62,304
Subordinaid llablites 180 416 487 5,706 5,992 12,791
Total non-derlvative financlal llabliftles 228,779 17,032 27,215 32,988 30,731 337,245
Derlvadve financlal l1abilides:
Gross sanled denvadves — outflows 1,083 1,630 6,364 18,279 11,908 39,264
Grass semled denvadves — Imflows (B84) (1 .466) (6,054) (16,992) (l0296) (35,602)
Grass semled danvadves —nat fiows 183 164 310 1,287 1,612 3,672
N1 samiled dervadyve llabllies 4,302 (18) ] 152 351 4,793
Total denwative nancial Habilites 4,501 146 316 1439 1,963 8,365

Up 1.2 3.12 1.5 Ower §

1 month monthes momhs yEars YIS Total
The Bank Em Em Em Em &m
A1 31 Dacembsr 2017
Deperslis from banks 1,685 2,319 2 02 1,243 333 7632
Cusiomer daposhs 211 268 13,766 8,454 1,140 1654 236,322
Trading and cier financlal llabilldes at falr value though proli or loss 21,365 14,478 6,523 4,217 13,089 53,672
Debt securdes In Issus 2718 3,508 11574 22,539 14,678 55,407
Subordinaiad llablltes 266 256 4537 5,622 6,512 13,020
Total non-dervadve Anandal llabilides 237,302 34,419 29 355 34,661 36,316 372,063
Derlvadve financial llabilldes:
Graoss setiled dervadves — outflows 23,756 31,760 24 550 40,258 26,333 147367
Gross semled denvadves - Irflows (22,885 (307Fa4) (23655  (40,222) [28,244) (145800)
Gross semled denvadves —net fiows 77l 966 1035 36 (1,311] 1,497
Nt satiled dedvadve llablliies 15,430 [L}] 101 28E 12 16,627
Total dervathe Tinanclal liabilldes 158,201 962 1,136 3z4 [493) 18,124
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Within 13 is Oner 3

o0 Group o I iz
31 Decamber 2018

AcCeplances and endorsements 32 - - - 3z
Other condngant lablinles 1,324 551 133 747 2,755
Total condngant llabilides 1,356 851 133 747 2,7a7
Lendirg commitmists and guaranteas 89,567 12,445 11,554 4,215 117,781
Other commitments 524 20 13 178 733
Total commimments and guaramees 90,091 12,465 11,567 4,391 118,514
Total contingents and commitments 91,447 13,016 11,700 5,138 121,301
31 December 2017

Acteptances and endasements &7 4 - - 71
Other contingant labiinles 1,607 506 271 656 3,040
Total condngant llabilides 1,674 510 271 B56 3,111
Lending commitmers and guarantess 96,128 17,847 16577 4,503 135,155
Othar commitments &7 46 71 210 3R
Total commimments and guaramees 96,165 17,933 16648 4,713 135,538
Total condngancs and commioments 97,659 18,503 163919 5,369 133,650

‘Within 13 as Ower 5

The Bank e Tim im "n TEn
31 Decamber 2018

Acteptances and endasements 3 - - - 3l
Othar condngant abiinles 1,238 A5 133 624 2,461
Total condngent llabllldes 1,270 A5 133 624 2,482
Lendirg commitmens and guarantees 32,769 10,548 10,828 3,068 57,213
Other commliments 522 20 13 129 Ga4
Total commimments and guaramees 33,291 10,568 10,841 3,197 57,897
Tatal contingents and cammitmernts 34,561 11,033 10,974 3,821 60,389
31 December 2017

Acceptanoes and endarsemens G6 4 - - 70
Othar condngant Tabiinles 1,538 505 206 A0 2,530
Total condngent liabllides 1,604 509 206 640 2,959
Lending commitmems and guaranieses 38,748 16,676 15352 3,282 74,638
Qthar commlments 57 4 71l 1759 353
Total commimments and guaramess 3R, BOS 16,722 16023 3,441 74,991
Total condngants and commiments 40,409 17,231 16,229 4,081 77,950
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48 Capital

Capital managament

Capizl |5 acdvely managed on an angoing basls, covering the Group, the Bank on an Individual bass and Its reguiaied subddlaes. Regulatry capial ratkes
are a key factor In budgeting and planning proceszes with Lpdanss on forecast ratlos reviewed reguiany by the Lioyds Banking Group Asset and Liability
Commiges. Target capital leveds 12ke acoourt of svoiving ragulatary raqulrements, capadty for growih and 10 cover uncerainies. Capl@l palides and prooadures
are sub|Bct to Indspendent avarsight

The Group measures the amour of capl@l i holds In 2coardance with the regulaiory Tramework defined by the Caphal Requiraments Directive and Regulatian
[CRO 1), as Implamented In the UK by the Prderlal Regulaiion Authorty PRA) and supplemented trough addhional regulatan under te PRA Rulsboak.
Appiicadon of CRD IV requiraments 1s subject 1o arsldanal phasing.

The minimum ameunt of 1012l caphal, under Pillar 1 of he regulatony framewark, 15 286 a8 per cant of womal rise-welghied assscs calculxisd In respect of cradic
sk, coumerparty credit risk, operational risk and market risk. AT least 4.5 par carm of risk-welghted assets ane requined o be coversd by common equity der 1
[CET1) capiial.

The minimum requirement for capiial i supplemented by Pillar 2 of e reguiatory framework. Undsr Plllar 24, addidonal requirements are et ough the
Esuance of a bank spadric Individual Capltal Requirement (ICR), which adusts te RAllar 1 minimum raquiremsnt for s5e riss not oovered of not Tully onsered
urder Fillar 1. & key INput N the PRA'S ICR process IS @ bank's own assessment of e amount of capiial It neads, @ process known & the Imemal Caplal
Aidaquacy ASSESIMET Process (ICAAP),

A range df addhional bank specific reguiatony capltal buffers apply under GRO IV, which are requirsd o be met whih CET1 caplial. These Include a capltal
conservaton buffer {1.875 per cent af risk-welghted assets during 2018, Increasing 1o 2.5 per cent from 1 January 20195 and a dme-varying coumercydical
caplal buffer [currendy 05 per cent of dsk-welghted assets). & systemic risk bufter will come Imo farce for UK dngfanced barks, Including the Group, during
2019,

The Group has adopeed the IFRS 9 ranshional arangemens for caphal set out under 1he relevant CRD [V amandment. The arrangements dlow Tor the Inldal
net iImpact of IFRS O on CET1 caphal, resuling from the Increase In accoundng Impalment provslons on 1 January 2018, plus the capltal Impact of any
subssquent Incraasss In Stage 1 and Stage 2 expaciad credht losses (net of movemenis In reguiatany expected losses), 1o be phased In over a five year transhian
perod. For 2018 tha phaze In facr alknved 35 par pant of the resul@nt ranshional adjusimant oo b added back to CET] capital. The phase In facior will
reduce 10 &5 percent In 2019, As at 31 December 3018 no additianal capital rellef Inrespact of post 1 January 2018 Increases In SEge 1 and Siage 2 expected
credit kesses et of movaments In raguistory expacisd (osses) has bean recognisad.

Daring the year, the Indvidual regulated endiles within the Group and the Group [sef complied with all of the externaly Impased caphal requirements o which
1hey are subjact.

Regulatory capital develspment

The regulamry Tramework within which the Group aperates cominues 1o be dessloped at @ global level thraugh the Financa Stability Board (FSE) and Bass
Cammites an Banking Superdslon (BCBS), at @ Eurapean level mainly thraugh the Eurspaan Commitssian (EC) and the Issuance of CROD IV fachinical standards
and guidaines by the Eurapean Eanking Authanty (EBA) and within the LIK by the PRA and treugh dirscdons fram the Financlal Palcy Commigee (FPCL.The
Graup cantnues ta manior these developmens very dosely, anatysing pmenda capl@l Impacts oo ensure the Group and Indyidual regulated emfiles condnue
1o mialntain a strang capital postian that xcesds the minimum raguiacory requirements and the Group's fsk appedie and b corslsiEnt with market axpectatians.

Capital resoumes
Regulatory capital s dvided Ima ders depending on the degres of pefmEnency and 1oss absobency exhibiied.

- Comman aquity der 1 CET1) capleEl represents the srangest form of capl@l conslsdng of shareholders’ equity after 8 number of regulatary adjusments and
deductions are applied. These Include adjustments for faresesable dividends and IFRS 9 transltianal amangements, ha eliminadon of the cash flaw hadging
rezerva and daducions for goodwll, other Imanglble asses, defined beneftt panslon surpluzes and defemad tay aTsets.

Fully qualitying additonal tier 1 (AT1) capital comprises nan-cumuladve pempetual sscurides conmalning spectic provslons 19 write down 1he securlty shauld
the CET1 @ik fal i a dafined 'Irw limit Urder manshiona niles AT1 secuddes that do not qualn‘y In Thelr cwm ﬂgl[ a5 &T1 I:EFI'EL b wera [ssued and
ellgibie as der 1 caphal prior 1 CRO 1Y can be pardaly Included wiiin AT1, urll thay are phassd out alingeiher In 2022, To the exient these securties o
nct quality as AT1 thay may nevariheless sill guality as tler 2 caplial.

Ther 2 {T2] capiial langsly compries cenain ather subardinated debe securties that do not quality 25 AT1. They miust have an original term of a1 least 5 yaars,
annot nmnalljrl:re redesmed within thelr first 5:(Eﬂl5 and ane Fﬂim ouras T2 TEQIHHIZCI':( EEFI'E| In the Anal 5"'6&[5 befare mau.rlqr. Linder ransidonal nles
T2 sacurltles that da not qualily In thelr own right as T2 caplial, bt which weare lssued and digible as T2 capiial prior 1 CRO 1V, can ba parilally Incuded
within T2, undl they are phasad out aligethar In 2022, Ellgible provislons, relectng the excess of IFRS 9 expaciad cred i ssas over comesponding regulaiony
supected kisses, are addad hack to T2 caphal, ret of the appilcadon of |FRS S rarsidonal adustiments.

The Group's CRD IV transitklonal capl@l reseunces are summansad as falkos:

2018 2017

£m &m

Caommon equity der 1 caphal 26,080 33,500
Additcnal der 1 caplal 5,937 5,230
Tler 2 capita 7,087 6,570
Total capital 39,084 44,239
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49 Cash Now statements

a Change In operating assets

The Group The Eank

018 17 2018 17

£m Em Em Em
Changs In financlal assecs hald at amordsad cost (10,338) [25,178) @a2) 2,832)
Changes In amounis due from fellow Liowds Banking Group undenzkings 4,827 810 9,875 (23,861)
Changs In derlvaive finanda Insruments and financlal assets at falr value drough
praltt or lass 40,137 9,285 37,356 15,459
Changs In aiher gperRlng Fssats 4109 1650) 295 &4
Change In operating assets 34,216 (15,733 46,534 {11,165]
b Changg In eperating llabilities

The Graup The Eank

2018 217 2018 217

£m £m £m £m
Change In deposls from banks (2,677) 13415 (2,219) [1,217]
Changs In cuskamer deposhs {11,901) 2935 (5,258) 13,417
Changes In amounis due 10 fellow Liopds Barking Group urdertakings (5,466 a4 (23,522) 12,812
Changs In deb secundes In Issue 4,730 (11 &3] 1,442 [6,079]
Change In dedvadve financla Insruments and financial labllides at falr value tnough
prafit or lass (45,283) (12677 (46,514) (15,1101
Change In Invesiment Cormract llabllides (353) 4 565] - -
Change In ather operating llablihles (383) (d53) (548 340
Change In aperating Nabilities (61,433) [13,379) (T6,719) 3,463
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49 Cash NMow statements (condnued)
© Mon-cash and ather iems

The Group The Bank
2018 17 2018 17
£m £m £m Emi
Depreciation and amorisation 2,374 2,370 1,031 932
Femanant diminutlon In vale o Invesiment In subsldlanes - - 22 302
Dividends recetvad from subsldlary undanakings - - (4, 9638) [4,479]
Revaluaton of INVesTnEnt propartes 45 (230 - -
Alloywanoa for loan losses 1,012 &9l 553 465
‘iriie-off of alowance for loan |osses, net of recoveries (1,030 [1,062] (&08) [475]
Impalrment charge relatng ta undrawn balances 72 13 (48] 3l
Impalrment of financlal assets at falr value trough other comprehensive Inoome
[2017: avallablefor-=ale finandl a asseE) (14) & 2] -
Change In Insurance conract llabillides (1,5200 9165 - -
Payment pralectian Insurance provisian Ta6 1,300 317 Tl
Othar regulFiary provislons 561 BES 311 342
Qther provislon mavemerts [541) 2 (413) [4a)
Addldonal capiial Injectdons o subsklanes - - F2) [149]
Charge In respect of defined beneflt schames Llis8 369 196 185
Limvind of discount on Impalrment alvwanoes (39 [23) (33) [37]
Farelgn exchange element on balance sheet! (5] 209 (130) T1a
Imerest expense oh subordnated llabilides 1,072 1,285 654 (=2
Loss {proflt) an dispasal of businessas {1,0000 - 21 [555]
athar non-cash hemres 933 537 990 1,131
Total non-cash Hems 2,495 15463 (2,107) [136]
Conributions 1o defined beneflt schames (BE8) (5ET) (455) [401]
Payments In respect of payment protectan Insurance prowision (2,101) [1557] (302) [346)
Paymients In raspect of oiher ragulstory provislons (958 @A) {1,057) (420
ather [ - - -
Total other Hems (3,919) [3,172) (1,814) [1,777]
MNon-cash and other hemrs (1,424) 12 257 (3,921) [1,573)]

1 'hen considering the movement on each line of 1he balance shem, the impact of fareign eechange raie movements is remaved in oder 4o show the underying cash impact.

4 Analysls of cash and cash equivalents as shown In the balance shest

The: Group The Bark
2018 2017 2018 2017
£m £n £n Em
Caxsh and balances wihh cental banks 40,213 58,521 37,632 55,835
Less: mandatory ressrve depois? | :z,su:‘ ‘ [357] ‘ (@03} ‘ [535)
37,672 57,564 I5828 55,300
L0aNs 2nd advances [ banks 3,692 4274 3,153 | 3611
LOaNs 2nd Advances o banks within dispesal group (ot 13) - 2,337 - -
Les5: AMoUnts with @ mamnty of frse Mmantis ar man (1,641 (3,154 {1,328)| (2,791}
2,051 3,418 1,825 B20
Total cash and cash equivalents 38,723 50,982 38,654 56,120
Caxsh and cash eqUivalents o continuIng aperations 39,723 56,645 38,654 56,120
Caxsh and cash equivalents In disposdl group Mate 13) - 2,337 - -
Tatal cash and cash equivalents 38,723 £0,982 38,654 56,1 20

1 Mardatory e depasits 2 held with looal ceniral banks in 2coomdance with striotony equirments; thess deposits ae not avaiable o fiznce the Group's day-o-day
OpERbaTs.

Inciuded whin cash and cash equivalenis of the Group at 31 December 201 7 was £2 322 milllon {1 Januery 2018. £48 millany held whhin the Group's
lang-iemn insurance and IMvesiments business, witin the disposal group [noce 1.3), which was not iImmediatsly avallable for use N the business.
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49 Cash fiow stalements (contnued)
@ Acquisition of group undertakings and businessas

The Group The Bank

2018 217 2018 217
£m £m £m £m

Met assets acquined: .
Cash and cash equivalers - 123 - -
Laans and advances oo cUSKMEs - 7 E11 - 7,311
Avallable-Tor-sale Mnancial assats - 1& - -
Imangibl e assats 21 702 - -
Praperty, plant and equipment - 3 - 1
Qthar assals 1 414 - ]
Cusiomer deposhs - - - @114
Deplis from banks? - [&,431] - -
Met balanoes wiith group undanakings - - - 1,306
0thear labililes 1 13.27) - [103]
Goodwill ansing an acquistion - 302 - -
Adjusimant an wesdng of buslinesses (noe 24 - - - [278)
Irvesimenis In subskiaries derscognized on vesdng of Dusinesses (noke 24) - - - (1271
Caxsh corel deration 26 2016 - -
Less: Cash and cash equivalents acquired - (123 - -
Net cash aufiow ansing from acquishions 26 1533 - -
Irvestment In subsidiary acquired - - =L} 2,026
Acquidtkon of and additianal Imsesment In [oint venures - 20 - -
et cash autfow from acquisiions In the year 26 1.913. 93 2,026

1 Upzn acquisibon in 2017, the fundirg of MENA was assumed by ke Bank.
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49 Cash fiow stalements (contnued)
1 Disposal of group undertakings and businessas

The Group The Eank
018 17 2018 17
£m Em Em Em
Financial assets at fair valus through proft of loss 125,379 2117 - -
Laans and advances oo CUSKMEs 3,485 344 - -
Due Trom felkow group undertakings 14,436 178 - -
Dervadve finandlal InsTuments 3,027 - - -
IrnEsTmENt praperty 3,639 - - -
Goodwll 1,836 - - -
value of Infarce business 4,502 - - -
Avallable-Tor-sale Mnancial assats - 375 - -
Praperty, plant and equipment 48 11 - -
156,762 3023 - -
Cusiamer daposhs (15,236) [22) - -
Due 2 keliow Lioyds Banking Group undertakings (2,584) 1,705 - -
Dervadve finandlal InsTuments (2,762) - - -
Liabilides fram Irsuranc: and INVestmsnt conracts (117,021) - - -
Sutordinaied llablites (2,494) - - -
Nan-conrolling nienests (305) (387] - -
Othar net azse1s (labililes) (8,755) 50 - -
(143,161} (2 DES) - -
et aszets {llabllides) disposad of 7,601 O5R - -
Irvestment N sutrsidiany dispossd of - - 7,725 7
Disposal of Invesmment In [oim verures - 26 - -
Profit {loss) on =ale of businessas 1,010 - 21) 555
Carshi corelderation recetved on losing conrol of group undenakings and businesses 8,611 o4 7704 L)
Cash and cash equivalens disposed m - - -
Net cash Infkow 8,604 984 7,704 592
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The falowing 1able summarises the adjustments ansing on the adoptlon of IFAS 9 and IFRS 15 (582 helkow) to the Group's balance sheet &5 at 1 January 2018,

Acfueried
Az ai as at
21 Decorber IFRS G: IFRS G: IFAS B 1 Jan
o1y Classi fication sumTEnt Impai nrer IFAS 16 2m
Em £m £m £m Em £m
Assets
Carsh and balances at ceniral banks 58,521 - - - - 58,521
Itemes In course of callectian from banks 755 - - - - 755
Financial assets at fair valus through profit
ar ks 45,608 3,568 {12) - - 48,164
Deflvadve financla Instuments 24,152 (360} - - - 23,782
Loans and advances o banks 4,274 [0 - {1 -] 4,183
Loars and advances o cusKmears 465 555 [3,682) a4 {1,022) —: 460,955
Detit sacuntes 1B37 [329) - - - 3,308
Dus from fellow Lioyds Banking Group | |
urderakings 6,195 - - - - 6,195
Financlal asseis at amarlsed cost 479,681 (4,081} a4 §1,023) - 474,641
Financlal assets at fair valus through ather
comprehenslve Incame 42,590 (55) - - 42,535
Avallable-for-sake financlal asssts 41,717 (41,717 - - -
Goodwll 474 - - - - 474
Othar Intanglble asssts 2,686 - - - - 2,666
Praperty, plant and equipment 0,062 - - - - 8,062
Cumrent tax recoverable 16 - - - - 18
Defermed 12X asses 3,104 - (1] 3on 3 3,408
Reatiremanit benaflt asset 723 - - - - 723
Assets of hakd-for-5ale disposal graup 154,227 - 213} i - 154,007
Qthar az5a15 2,344 - - [EH] - 2,341
Total assets 823,030 - (197} 1733) 3 822,103
Equity and Ilabilities
Llabiittles
Deperslis from banks 28,833 - - - - 28,888
Cusiomer daposhs 413,124 - - - - 418,124
Due oo lellow Lioyds Banking Group undertakings 13,237 - - - - 13,237
Iteme= In course of Tarsmissian 1o banks 578 - - - - 579
Financial llabdlides at fair value through proft o loss 50,874 a3 10 - - 50,932
Deflvadye financlal Insruments 24,659 - - - - 24,699
Mz In crculadon 1,213 - - - - 1,313
Dbt secufdes In Issus &1,865 (48} - - - 61,817
Liabilldes of held-forsale dispasal group 146,518 - - {3y - 146,515
Othar labliiles 4,540 - - - 14 4,554
Retlrement benatit abligations 231 - - - - 281
Curent ta laolies az7 - - - - a7
Othar provislons 5,309 - - 243 - 5,552
Subaordinaied llablites 14,782 - - - - 14,782
Total llablitkes 771,835 - 10 240 14 Fr2,100
Equity
Sharehokders' aquity 47,558 - (207} {973 {11h 46,407
Other equity Insiuments 3,217 - - - - 3,217
Man-conrolling Interests ara - - - - 379
Total equity 51,154 - (207} {973 {11h 50,003
Total equity and llabliities 823,030 - (197} {733) a 822,103
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50 Adoption of IFRS 2 and IFRS 15 (comtinusd)
The folkwing table summarkes e adjusiments alsing on the adeption of IFRS 9 and IFRS 15 (see below] 1 the Bank's balance shast ac at 1 Janwary 2018,

L F] CMJ:ESH Adjusted = st
31 December ard IFRE 9: 1 larua
17 mEsurEmEne Impzirment IFRE 15 20
Em Em Em Em Em
Assels
Cash and balances at cemiral banks 55,835 - - - 55,835
Ioemes. In cdirse of calkectian from banks 490 - - - 490
Financlal asseis at 1air value through profit of loss 43,577 [F13) - - 43,264
Dervadve financla Insiuments 26,764 - - - 26,764
Loares and advances o banks 3611 (28] 1] -1 3,525
Loare and advances o CUSKmEs 170,504 [Z2&) | [4&4) - 170,114
Debt sscurties 3,182 - - - 3,182
Due fram fellow Liowds Banking Group undanakings 163, 460 1,367 (49) - 165,378
Financlal asseis ar amanlssd cost 341,057 1,656 (514) - 342,199
Financal asseds at 1air value Through other comprahensive Income 41,623 - - 41,623
Avallable-ior-sale inanclal assets 42,566 (42, 566) - -
Othar Intanglble ass=t 1,415 - - - L415
Froperty, pant and equipment 3,252 - - - 3,252
Delerned 13x assers 1,985 - 151 - 2,145
Irvestment in suirsldiany urderakings 32,8748 - - - 32,878
Retlrerment t=neflt assets 6873 - - - 673
Assets af hakd-for-sale disposal group 7,622 - - - 7,622
Othar assa1s 1,117 - {3) - L1114
Total assets 559,641 - (IG6E) - 559,275
Equity and llabilites
Liablirtlas
Depeslis from banks 7,538 - - - 7,638
Cusiomer daposhs 234,397 - - - 234,397
Due i fallow Lioyds Banking Group undertakings 112,760 - - - 112,768
|oemes In course of TarEmissan 1o banks 304 - - - 304
Financial liakilides at 1air value through profit o loss 51,045 - - - 51,045
Derlvadve finandlal InsTuments 2B 267 - - - 28,267
Debi sacurides In Issua 4B 158 - - - 48,158
Qther 1abllihles 4,204 - - - 4,204
Retlremenit benatlt abligatlons 143 - - - 143
Cumert te llablities 108 - - - 108
Othar provislons 2,693 - 106& - 2,698
Subordinaiad llablltles 5,341 - - - 9,341
Tatal Nabllities 408 864 - 106 - 458,970
Equity
Sharehokders’ equity 57,560 - [ | - 57,088
Othar aquity InsumEns 3,217 - - - 3,217
Total equity 80,777 - [ | - 60,305
Total equity and llablitties 559,641 - (366] - 559,275

1 There weere no remeasurment 2djustments on ansidon 1o [FRS 9.
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50 Adoption of IFRS 2 and IFRS 15 (comtinusd)

IFRS 9 Financial Instruments

Impsalrment

The Group adopied IFRS 9 from 1 lanuary 2018, In accordance wihh the areldon requirements of IFRS 9, comparative Irformadaon for 2017 has not been
resiated ard transidanal adjusiments hiave been accourmed for thiough retained eamings &s at 1 lanuary 2018, the dace of Inidal application; and as a result
sharehokders' equlty reducad by £1, 130 millon, driven by the effects of addidonal Impalrment provislons following the Implamematdon of the axpacted cradit
krss methodalogy and measurement adjusiments following the reclassfcation of certain finandal assets 10 be measured at falr value rather than amordsed cost.
It ks not practicabie o quandry the Impact of adopdan of IFRS 9 on e resufts Tor the current peod.

The Tollowing 1able summartzes e Impact of the rans tanal adjusiment on te Goup's kKes allowancss at 1 January 2018:

185 39 allowznos Transitional IFRS 9 loss

2t 1 Dmoember adjusiment 1o loss allowanoe at

1y abowance 1 lwrwary 2018

The Group £m Em Em
Loans and advances o banks - 1 1
Loans and advances oo cUSKMEs 2185 1,022 3,217
Dbt securdes ] - 3
Qther - 3 3
2,198 1,026 3,224

Provislons far undrasn commimeants and finandial guaramass. 30 243 273
Assets of held-for-sale disposal group - 7 7
Total loss allowance 2,228 1,276 3,504

Thefe wera nd IMpacs on the Group's kes allowances a5 a resul1 of changss In the measursment catsgory of financlal asseds at 1 January 2018,
The Tollowing 12ble summartses the Impact of the rans tonal adjusiment on te Bank's 10ss allowances at 1 January 201E8:

|85 29 allowanos Transitional IFRS 2 loss

2t 1 December adjusiment ta loss allowance at

2017 albowance 1 bwrwary 2018

The Bank £m £m £m
Loans and advances o banks - 1 1
Laans and advances o cUSKamers 1,111 464 1,575
Qther - 3 3
Dz fram felkow Lioyds Banking Group undertakings - 49 49
1,111 517 1,628

Frovislons far undrasn commimeants and financial guaramass. 13 106 124
Total loss allowance 1125 623 1,752

There Were no Impacs on e Group's Es allewances &5 a result of changss In the measursment category of inanclal assets at 1 January 2018,
The key drivers Tor e provislon movemans from |AS 39 t IFRS 9 for the Group ane as klkows:

- Latent f=k: under 1AS 39 proviskons were held against losses that had been Incurred at the balance sheet date but had efifer not been spacifically Identfed
or Mt besn adequately capiured Inthe provisioning models. Undar IFRS 9 assets which had nat defauhied are allocated 1o S18ges 1 and 2 and an appropriace
expected credit loss Alowanos made.

- 12-maonth expecied lass: IFRS 9 requires that for financlal assets whene Mene has been no Sgnificant Increase In credit risk Snce ognaton (Staga 1) a loss
Alowance equivalert 1o 1 2-momh expacted credit losses shoukd be held. Under 1A 35 these balances would not be specifically provided against although a
prowiskan far Ixtert risk wiould be Rekd.

- Ufetime expacied credli kss: finandal assems that have experianced a significant Increass In credic nsk since Inldal recogrition (S@ge 2] and credit Impared
arssets (S1EEe 3) are required 1o carry a IHetima expacted credlt loss allowance. Under L1AS 39, SEge 2 assats were Teated a5 parfamming and conssquerly no
specific Impalrment prowison was had, atihough a propordon of the provsion held against |atem risks was held agaimst these assems. ASSECs Teated as
Impared under [AS 35 carled a provslon redudng the carnying value 1o the estimated recoverable amauni.

- Undrawn commibimenis: IFRS 9 requires 2 loss allowance 10 be neld against undrawn kending commimmenis. Presiously, an Impalment provision would only
hawe been held In e event that e commiment was Imewacable and a kiss event had occurmed.

- Muhiple econamic seenarkes: IFRS 9 requirss that the expected credit lass allowance shadld reflect an unbiased range of passible fUiure Bconomic oUiCames.
This was not required Lnded |45 39.

ReclassHcatlons

On ransidon  IFRS 9, the Group assessed 115 business models Inorder o detsrming the approprate classification The Remall and Commencid Banking kan
books are ganeraly hald to colect conraciua cash fiows untll ha lendng manres and meat ha ciera o remain atamordsed cost. Certaln portdollos which ars
subject oo Aigher levals of sales ware raclasslfied as falr valua through oiner comprenensve InCome. Within e Group's Insurance business, asses are managed
an a falr value basks and 5o cominued 1o be acoounted for &t falr value thnough profit of 1055,

AT1 January 201E, the Group was requirsd 1o neclassify certaln asse1s rom falr value firaugh profit ar kes 1 1air value through oiher comprenensive Income;
1hesa sssts were sad during tha course of e year i hesa asssts had not been raclassified, tha Goup would have racognissd a loss of £0.2 milllon In the
perad bafare belng sold. The affectiva Inenest rate applled oo these asssts on 1 January 2018 was 1.97 par can, and the IMerest revanus racognised prior o
1he sale was £20 milllon.
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50 Adoption of IFRS 2 and IFRS 15 (comtinusd)

Remeasurements

There has been a pre-1ax charga of £229 milllon (£207 milllon net of 1ax) arlsng from the racassificadon of financlal assecs and llablitles 1o falr valua tough
prafit of loss and fair value through other comprenershve INcome and CONSeqUEr remeasuremeant o falr vale.

IFRS 15 Revenue from Contracts with Customers

The Group has adopeed |FRS 15 from 1 January 2012 ard In neany all cases 1he Group's edsing accourting pollcy was Corsistent with the requirements o
IFRS 15; howeser, Cef@in Income straams within the Group's car leasing busingss are now defemed, resuidng in an addiiona £14 milllon belng recognised as
defered Income at 1 January 2016 with a comesponding deblt of £11 milllon, net of 1ax, 1o sharehdders’ equity. As pammited by the rarsldon optlons under
IFRS 15, comparative figures fof the prior year have not bean resiated. The Impact of adoption of IFRS 15 on te cumeant peaod |5 not maieral.

There has been nd Impact an the Bank

§1 Futune accounting developments

The following pronouncements ans not applicable for e year ending 31 December 2013 and have not been appiled In preparing these fnandal siEEmens.
Save as disclosed below, the Impact of hese accoundng changes ks sill being assessed by the Group and rellable esdmates cannod be mada a this sEge.

‘iwlth the exceptian of ceraln minor amendmens as at 14 March 2019 these prancuncemenis have been endarsad by the EL.

IFRS 16 Leasss
IFRS 16 replaces |AS 17 'Laasss' and Is alfecdve far annual pedcds beginning an ar after 1 January 2019,

The Group's accounting & a lessor will remain allgned oo the current appraach under [&5 1 7; howewer for lessee acoourting thers will no longer be a didnctian
between finance and operating leases. The Ensidan approach adopied by the Group will result In the recognidon of right of use assets and lease labililes of
approximaiey £1.7 billion In respect of leased propertes previcusly accounted for a5 operaing leases; there will be no Impact on shareholders' equitg As
pemmiciad by the ranshion optians under IFAS 16, comparabve figures far the phar year will nod be restated. Galng forward, e Group will recagnise a finance
charge on 1he lease labilly and a depredatian changs an the right-of-Lse asset, whareas previously the Group Included leass remats within operaiing expenses.
The Group Irends to take advan@ge of @ number of exempdons whhin IFRS 16, Induding the electian nof 1o recognise a lease lability and a ngh-of-Lse asset
far leses for which the undanying asset s of low value.

Minor amandments te other accounting standands

The |ASE has Iz5ued a numbear of minor amendmenis 1 IFRS: effecdve 1 January 2019 and 1 January 2020 {(Induding 143 15 Employee Benefls, 145 12
Income Taxes ard IFRIC 23 Unceralnty over Income Tax Treatmerts]. The Group will adopt the changes 10 145 1 2 Income Taxes with effact from 1 January 2019,
resuling In the presemation of fe 1ax benafit of dlsmibiions an oter equity INETUMents In e Group's INCOME SIEEMeNt; hess Impacts ane cumenly
recogrised drecily In equity. Comparathee Information wil be restated. For the comparathve year ended 31 December 20138, this will result In the reclassfication
of 8 @2 credtol £74 milllon. These changes will have no Impact an the Group's rsparted balanoe shest of profli befone 122, The amendmens 10 aiher acoounting
standards are nat expected 1o have a significant Impact on e Group.

52 Other Information

Liayds Bank pk: and s subskdianes form a leading UK-based financlal sendces graup, whiss busnessss provioe 3 wie range of banking and financlal sanices
In the UK ard In cenaln lcaions oerseas.

Lioyds Eank pic's Immedaie parsnt underakdng and uhimate parent undertaking and commlling party |5 Lioyds Banking Group ple which IS Incoporated In
Srofand. Coples of the corsolidacsd annual report and accouns of Lioyds Banking Group plc may be omained from Ligyds Banking Group's haad ofice at
25 Gresham Street, London EC2V THM of dawnlnadsd via ww.lioydshankinggroup, com.
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Subsidiaries and related undertakings

In compllanoa with Section 409 of the Companikes Act 2006, he folowing
comprises a list of all related undertakings of the Bank, & ar 31 December
2018. The lIstINchdes 2ach undertaking s reglstered oifice and e percsmage
al the classies) of shares hakd by e Group. All shares hald ane ardinary

shares unless Indicated othenwiss In the notes.
Subsldlary Undertakings

The Bank drrectly of Indirsctly holds 100 % of the share class and a majalty
of volng rights (Including whers tha undertaking does nat hava share caphal

a5 Indicated) In the Tollowing underakings.

Name of Undertaking

& G Finanee Lid

ACL Ld

ACL Muickease Holdings Lid

Alex Lawnie Faciars Lid

Alew Lawrie Repsivables Financing L
Alexarderplate 200 7 BmiH
Amberdste Lid

AN Wehicke Firance LidiIn liquidstion)

Areghe Teotish Lhidies Parinership 1

Beqailus Lid

Auiomabile Association Personzl Finanos Lid
Bark of Sootlard (B G 51 Mominess Lid

Bark of Scetlard [Sta2nfife] London Mominess L
Bark of Soetard Brarch Mamiress Lid

Bark of Soetland Cerdral Nominess Lid
Bark of Scetlard Edinburgh Naminees Lid

Bark of Spetlard Equipment Finence Lid
Bark of Scetland Leasing L (In liquidation]
Bark of Scetlard LHE Leasing [Ma 11 Lid {In bquidation]
Barnk of Soatland Londan Mominess Lid
Bark of Soetlard Momiress [Unit Tnsi) Lid
Bark of Soetard PEP Momiress Lid

Bark of Soatlard phe

Bark of Scetlard Structured Ass=t Finznce L
Bark of Soetland Transpert Finance 1 Lid {ln liquidztion)
Bark of Wales Lid

Bamnts Leasing Lud

Bamwaond Merigages Ld

Birchcrown Finence Lid

Birmingham Midshires Firancial Servicss Ld
Birmingham Midshies Land Develepment Lid
Birmingham Midshires Morigage Semvipes Lid
Black Horse {TRF) Lid

Blac k Horse Exezutive Modgages Lid

Black Horse Finance Haldings Lid

Black Horss Finance Maragement Lid
Black Horse Group Ld

Black Hors= Lid

Black Horss Properly Services Lid
Bokbro Mominess Lid

BOF {Irelznd] Property Senvices 2 Lid
BOS {Irelznd] Property Senvices Lid

16
16

Mame of Undertaking

BOE [Shaed izticr Mortgages
[Zeoiland] Ne. 2) Lid

BOE [Shaed iation Mortgages
[Zcotland] Ne. 30 Ld

[Scoiland]y Ld

BOE [Shared Appreciation Martgages) No. 1 pke
BOE [Shared Appreciation Mortgages) No. 2 pke
BOE [Shared Appreciation Martgages) No. 2 pke
BOE [Ehamd Apprecistion Martgages) Ne. 4 pke
BOE [Shared Appreciation Mortgages) Mo, B pke
BOE [Ehared Appreciation Martgages) No. & pke
EOESAF Rail Ld

BOE Personal Landing Lid

Eritish Linen Lezsing [London] Lid

Eritish Liren Lezsing Lid

Eritish Linen Shipping Lid

CAG Estzie Ageris Lid {In liqguidaticn)

C.T.5.B. Leasing Lid [In liquidation]

Capital 1945 L

Capital Bark Insuranoe Services Lid [In liquidatan]
Capital Bark Leasing 1 Lid [In bquidation]
Capital Bark Leasing 2 Lid [In bquidation]
Capital Bark Leasing 3 L

Capital Bark Leasing 4 L [In bquidation]
Capital Bark Leasing & L

Capital Bark Leasing & Lid [In bquidation]
Capital Bark Leasing 7 Lid [In bquidation]
Capital Bark Lezsing 3 Lid [In bquidation]
Capital Bark Leasing 9 Lid [In bquidation]
Capital Bark Leasing 10 Ltd {In iquidation}
Capital Bark Leasing 11 Ltd {In iquidation)
Capital Bark Leasing 12 Ly

Capital Bark Property Imestments [3) Lid
Capital Bark Yehicle Manzgemen Ld {In iquidation]
Capital Leasing [Edinburgh!) Lid {in liquidzticn)
Capital Persorizl Finaree Lid

Car Ownership Finanoe Lid {In liquidation}
Cardnet Merchant Services Lid

Carease Lid {In fquidation)
Carwright Finarce L

Cashirday Lid

Cashpoint Lid

Corverminster Lid

CBRal 2ARL.

Ceder Holdings Lid

Ceniral Marigage Finarce Lid

CF Aszet Finares Lid

Charict Finznce Lid | liquidation }
Chartered Trust [Momire=s) Lid [In liquidation]
Charterhall iMa. 21 Lid {In liguidstion)
Cheterbam & Gleucester pho

Chiswell Heckbrokers Lid [In liquidatian]
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Name of Undertaking
Cloak Lane Funding Sarl
Cloak Lane Investmeris Sar
Carquest Securities Lid

Corbiere Asset Investments Lid

Crezie Senvices Lid
Dunstan Imesstmenis (LK) Lid
Erterprise Car Finznce Lid (In liquidatian]

Eurclead Services Holdings Lid

Exchusive Finanoe No. 1 Lid §In liquidstion)
Financial Consuhants LE Ly (In liquidationd
First Retail Finance [Chester] Lid

Fleifly Lid {in liquidation]

Forthright Finznce L

Fresway Lid {In iquidation)

Generl Leasing (Mo 4) Lid [In liquidation]
General Leasing (Me. 1Z] Ld

Ehassrips Lid [In liquidatiord
Godirey Davis { Comract Hine) Lid [In liquidation]
Gresham Nomires 1 Lid

Bresham Nomires 2 Lid

Halifzx Credit Card Lid

Halilzx Group Lid

Halilzx Leasing { lune] Lid (I liquidation]
Halifax Leasing {Manch No.2] L

Halizx Leasing { September] Lid

Haliax Lid

Halifzx Loares Lid

Halifax Mortgage Services (Haldings) Lid {In liquidstien)
Halizx Mortgage Services Lid

Halifzx Mominess Lid

Halizx Persion Mominess Lid

Halifzx Premisas Lid

Halilzx Ehare Dzaling Lid

Halizx Yehicle Leasing {1:338) Ld
HEDS Covered Bonds LLP

HEDS Directors Ltd {In Fquidation]

HEOS Final Salary Trust L

HBOS Insurarce & Investment Group Lid
HEDS pk

HBOS Secial Housing Coversd Bonds LLP
HBOS UK L

Heidi Finznce Holdings [UK] L

Hil Samuel Bank Lid

Hil Samuel Firniznoe Lid

Hil Samus| Lazsing Ca. Lid
Heme: Shopping Personzl Finanoe Lid
H3DL Mominess Lid

Lletyds Bank ple
Subsidiaries and related undertakings

Name of Undertaking
HWF Lid
Hyundai Car Finznce Lid

IEDE Finance Lid

ICC Enterprise Partners Lid [n liqguidation)
ICC Equity Fartners Lid {ln [iquidation)
ICC Haldings Linfmited Campary

ICT Soibware: Fartners Lid (I liquidation]
Inchcaps Firancia Servicss Lid

Imtedigent Finance Finencial Services Lid
Imieligent Finanoe Satiwers Lid
Imemational Mmers Finance Lid

Kanaalsrant Funding C.N

Kare L=asing Lid [In liquidation]

LE Comheld Lid I liquidation]

LE Heatthcare Tnshes L1d

LE Muarenit Lid

LB Quest Lid

LB Bhare Schemes Tustees Lid

LECF Lid

LB Lezsing Lid

LEPH [2]1 Hil Street] Limited [In bquidadion]
Leasing {Ma. 21 Lid {In liquidzation)

Lzt Aarbolmase (CHY Lid

Lex Austdlezse (FMS] Lid din fquidaticn

Lex Maniclease (Shrewsbury ) Lid {In liguidatien)

Lex Auralease §'C) Lid

Lex Aiolease Carselect Lid

Lex Ariolease Lid

Lex'¥ehizle Firance 2 L (In liquidation]
Lex'¥ehick: Firance 2 L (In liquidation]
LexVehicl: Lezsing (Holdings? Lid

Lexehicks Leasing Lid
Lime Strest (Funding) Lid
Llopdds [Gresham} Lid

Lipyds [Greshzm) Mo, 1 Lid

Liopds [Nimrod] Speciaist Finance Lid

Lipyds Aszet Leasing Lid

Lipyds E:znk {EL3A) {In iquidaticn]

Liopds Eznk {Branches] Nominess Lid

Lipyds Eznk (Calonizl & Foreign) Mominess Lid
Lioyds Eznk {Fountzinbridge 1) Lid

Lioyds Bznk {Fountzinbridge 2) Lid

Lipyds Eznk {1.0.] Nominess Lid

Lioyds Eznk {PEP Nomirezs) Lid (In liquidatiord
Liopds Bank (Stack Excharge Brarch] Nominess Ld
Lizyds Bznk &ss=t Finznoe Lid

Liopds E:znk Commenizl Finanoe Lid
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Name of Undertaking

Lkopds Bank Commerial Finence Sooland Lid
Lkopds Bank Comporzie dsset Finence (HP) Lid
Lkopds Bank Corporzie Asset Finence (Ma. 2) Lid
Lkopds Bank Comaorzie Asset Firnence (Mo 21 Lid
Lkopds Bank Comporzie dsset Finence (Mo 4] Lid
Lkoyds Bark Coversd Bonds LLP

Loyds Bark Equipmert Leasing (Mo, 1) Lid
Lioyds Bark Equipment L=asing (Mo, 77 Lud
Loyds Bark Equipment Leasing (Mo. 20 Lud
Lboyds Bark Equipment Leasing [Mo. 10) Ld
{In liquidstion)

Lkoyds Bark Equipment Leasing (Mo. 11} Ld
{In’liquidstion)

Lkoyds Bark Firancial Adviszrs Lid [In ligudation]

Lkopds Bank Firancial Services (Haldings) Lid

Lioyds Bark General Leasing (ha 21 Lid

Lkoyds Bark General Leasing (Mo 51 Lid

Lkoyds Bark General Leasing (Mo 110 Ld

Loyds Bark E=neral Leasing (Mo, 17} Ld

Lkoyds Bark General Leasing (Mo 20} Lid {In liquidztion)

Lioyds Bark Hil 2amuel Hobding Company Lid

Loyds Bark Leasing {Ma. 47 Lid {In liguidation}

Lkoyds Bark Leasing {Ma. &) Lid

Lbayds Bark Leasing {Ma. 8} Lid {In liguidation}

Liopdls Bark Lezsing Lid

Lioyds Bark Mariime Laasing [MNe. B) Lid (In liquidatian]

Lboyds Bark Mariime Leasing (M. 10 Lud

Lkopds Bank Mariime Leasing (Mo 12] Lid {In quidaion]
Lkopds Bank Mariime Leasing (Mo, 12] Lid {In iquidaion]
Lioyds Bark Maritime Leasing (M. 151 Lid {In quidaiion]
Lioyds Bark Mariime Leasing (M. 1E] Lid [In liquidation]
Lboyds Bark Maritime Leasing (Mo, 171 Lid

Lkopds Bank Mariime Leasing [Mo. LE] Lid {In iquidaion]
Lkopds Bank Mariime Leasing Lid {In iquidation]

Lkopds Bank Mominees Lid

Lioyds Bark Cishore Pension Trust Lid

Lboyds Bark Pension BACE [Ne. 11 LLP

Lioyds Bark Pension ABCE [Ne. 21 LLP

Loyds Bark Pension Tnust {Ma. 11 Lid

Lioydls Bark Pension Tnust (Ma. 21 Lid

Lioyds Bark Pensiors Property [Guermsey) Lid

Liayds Bank Properties Lid

Ligpds Bark Property Carpany Lid

Liapds Bark 5.F. Maminess Lid

Liayds Bark Subsidiaies Lud

Lkopds Bank Trust Company {Imemationall Lid
Liapds Bark Trustee Services Ld

Lkopds Banking Grosp Persians Trustees L
Liapds Capital GP Lid

Liapds Commercial Leasing Lid [In liquidatior)
Uoyels Commerzial Propertiss Ld (In liguidatior)
Liapds Commercial Property Irmesiments Lid iin liquidsiion)

Lletyds Bank ple
Subsidiaries and related undertakings

5§

e e B e e e
.

Name of Undertaking

Lioyds Far Easi Sarl

Liwyds General Leasing Lid

Lioypdds Hypoiheben B,

Limpds Industrizl Leazing Lid

Lioyds Imemanional Pty Lid

Liopdds Investrrent Bards Lid (In liquidation)
Lipds Investrrent Sacurities Mo 5 Lid
Liwyds Leasing {Marth Sea Transport) Lid
Liwpds Leasing Dewelopments Ld

Liwypds Offshore Global Senices Privale Lid
Lioydds Plark Leasing Lid

Liypds Porticlio Leasing Lid

Liwyds Premises Investments Lid {In liquidation)
Liwyds Project Leasing Lid

Liopds Property Irnsestment Company Mo 3 Lid £ liguidetizn)

Liyds Property Irwestment Company Mo, 4 Lid
Lioyds Property Irwsestment Company Mo 5 Lid
Limypds Secrataries Lid

Liopdds Trust Company [Gibraltar) Lid {ln liquidztion)
Lpds TSE Pacific Lid

Liopads LIDT Asazt Leasing L éIn Equidation]

Liopcds LIDT Ass=t Rerrials Lid

Liwpds LIDT Business Development Lid {In liguidation}
Liwyds LIDT Business Equipment Lid [In liquidation)
Liwpds DT Hiring Lid I liquidation]

Liwpds LIDT Lezsing Lid

Llopads LIDT Ld

Liwpds LDT Renials Ld (I liquidation]

Liopcds Your Tomomm Trustes Lid

Loans Ca LK Limited

Londan Taxi Finance Lid

London Uberior [L.AS. Groupl Mominees Lid
Lotus Finance Lid

LTEP Limited Parirership Incorparzied
Mariime Leasing (Me. 151 Lid

MEMA Direct Limited

MEMA Limited

Membership Services Finance Lid

Mt Street Furding Sarl

NFU Mutual Finance Lid

Mordic Leasing Lid

NWE Tnust Lid

Ocean Leasing Uulyl Lid {In Equidation}
Oozzn Leasing {Na 21 Lid {In Equidstion)
Pacific Leasing Lid

Perry Nominees Lid

PAPE Rsset Invesimends Lid

Proten Firance Ld

RF. Spercer Ard Company Lid
Ranelagh Nominees Lid
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Lletyds Bank ple
Subsidiaries and related undertakings

Name of Undertaking Moies  Subskllary Undertakings (continued)
Tollowing emifiles without having e majody of the vodng righis of ihe
Saleslease Purchase Lid fIn liquidation] 17 under@kings. Uniess otherwiss staiad, the underiakings do not have share
Savton Leasing Lid 1 capital of the Group do=s net hold any shares.,
Seetlard Imernstisnal Finance BV, 2 Name of Undertaking Notes
Scotsh Widows Pesion Trsiees Lid u Atdiszn Sonisl Heusing Holdings Ll 26
Soattish Widows Semices Lud u ARKLE Finance Trusize Lid 2
Sesbreere Lmnsing Lyd 1 BRKLE Funding fMa. 1) Lid fin liquidatien} =
Secforth Maritime {Highlander] Lid {In bquidation] 17 SELE Pobinge (210 Faddoiod .
Secfurth Maritime {Jarl Lid {in fquidation] 7 ARKLE Maser Issusr pic [1n liquidation] =
Seagpirit Leming Lid 1 ARKLE PECOH Haldings Lt! {in liquidation] =
Seaspray Leasing Lud {In Bquidation] 1 ARKLE PECOH L fIm liquidation] =
Shre Dealing Mominess Lid 4 Cancara Asst Securisaion Lid b2
Srogun Finance Lid s Cardif Autn Rizcsivabies Securiisation 201E-1 Pi FE]
" Card# Autn Rsceivables Sacurtisation Hekdings Limited 4
Sikentzle Lt In liquidatord 12w Chelterham Securities 2017 Limied ]
" Chepstow Bhue Hobdings Ll 42
v Chepsmw Blue plo 4
 Andrew's Life Assurerce b 0 Chester Asset Dptians b2 Limieed ]
5. Mary's Court Investments t Chester Aszet Optians Mo 2 Limited 15
Seandand Preperty Investment: {12€7] Lid Bi Chester Asset Rsosivaties Dealings lsscer Limiied e
! Chester Ass=t Seruritisation Holdings Limited =
Standan Propety Investment Lid W= Chester Asset Securitisation Heldings Na.2 Limited 2
Susae Coundy Homes Lud 4 Credit Cand Securtisation Eupe Limied E2)
Sumki Financial Semvices L 14 Devs Financing Hollings L4 e
_ if # Dewz Financing ple 42
W 67 Marison Street) BLC 17 Devz Ore Limited 3‘
Target Corporate Services Lid L Devs Thre Limited u
Tre Agriculbural Mortgage Comparation bk 4 Dievz Two Limited o
The Eritish Linen Compery L & Edgbeston AMES 20101 p 42
'I'I-.gMuWEu!'neupk 4 Edghaston AMBS Holdings Lid =
Thistls Leasing + Elland AMES 201E phe ]
Tl-ml{.'.o.plhalliwﬂ.: Ld 1 Elland AMES Heldings L 2
Tower Hil Property Ivesimers, () Lo 2= Fomtwell Securities 201E Ld 24
Tower Hill Propety Irwestmerts (100 Ld = Ersham Recewvables {Na. 1] Lid o
Tanguiiy Lezsing L 1 Eresham Recsivables {Ha. 31 Lid 2
Ui ENA i & Eresham Recehabies {Na. 10) Ll E]
Ul!r_nf"'fm""mf! Ieeetments Lid B Gresham Reoshvabies (Ma.11) LK L =
Ui st vt (o 2) L 1 Eresham Receivables {Na. 12} Led 2
Uberise NemineesLid E* Eresham Rscehabies (Mo, 13 LK Ld z
Uterior Trustess Lud &* Eresham Receiabies (Na. 143 LK Lid =
UDT Autskeze Lt {in iquidation] 1 Eresham Rzcewabiss (Mo, 15 LK Ld =
LIDT Budget Leasing Lud L Bresham Recehabies (Mo, 16} LK Ld o]
LIDT Lid {in liquidticn 1 Eresham Repsivables (Ma. 19) LK Lid =
UDT Saiks Finance Lsd fin liquidstion) 1 Eresham Receivables (Na. 20 Led ET]
Urited Dominiors Leasing L] L Bresham Recehabies (Na, 213 L #
Uited Dominiare Trust Lud L Eresham Receivables (Na. 22) Ll 24
Upsaz Lid 18 Bresham Rscehabiss (Mo, 23 Ll )
Veticle Leasing [4) L#d {In liquidsticn) 3 Eresham Reosivabis (Mo, 24) Led 24
Ward Nominges Asinglor] Lt ! Eresham Receivables (Na. 253 LK Lid =
Ward Mominess [Himinghem) Lid 1 Eresham Recsivabies (Ha, 26) LK Lid 2
Whard Mominees (Brisol) Lef 1 Eresham Receivabies (Na 273 LK L] =
Wor Nomineesd ! Eresham Receivabiss (Mo 28) Lid 2]
Warwick Leatng L lIn liqidation] 1 Eresham Receivables (Na29) Lid F2
Waymark Azset Investments Lud 1__' Grezham Receisables (Mo, 303 LK L =
" Gresham Repaivables (Mo, 31) LK Ld )

Whod Strmst Leazing L
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Name of Undertaking

Bresham Recemables Mo, 221 UK Lid
Gresham Recemables Mo, 23] UK L
Gresham Receimables Mo, 24] UK Lud
Gresham Receiables [Nz, 28] Lo
{Gresham Receiables Mo, 261 LK Lid
Gresham Receiables Mo, 271 LK Lid
Gresham Receiables [Te. 28] LK Lid
Gresham Recemables [Me. 251 UK Lid
Gresham Receiables MNe. 401 LK Lid
Gresham Receiables Mo, 411 LK Lid
Gresham Receiables Mo, 441 LK Lid
Bresham Receimables [MNe. 451 LIK Lid
{Gresham Recemables Mo, 461 LIK Lid
Gresham Receiables Mo, 471 UK Limied
Gresham Receiables (Mo, 481 LIK Lid
Guildhal Aszt Puxhasing Corgany (No 3) Lud

Lletyds Bank ple
Subsidiaries and related undertakings

BEERERRERERRR ERRNE

Guildhal Ass=t Purchasing Campany (Ne.11) LK Ld 22
Hart 2014-1 Ld kL]
Leicesier Securities 2004 Lid 45
Lingfield 2014 | Hadings L 43
Lingfield 2014 | pko a3
Lioypds Bark Coversd Bonds {Holdings) Ld 43
Liopds Bark Covered Bonds (LM Lid 43
Molireux AMBS 2016-1 pk a3
Molirewx AMBS Heldings Lid 43
Penarih Ass=t Securitisztion Holdings Lid a3
Assoclated Undertakings
The Group has a participadng Imerest In the fdlowing undertakings.
% of share class held by

Immediate parent company
Name of Undertaking
Recidison Socizl Housing Lid 20%
Hespire D4 Services L 2B.4%
Chester Buginess Park Managemen Company Lid 24
Canneny id 20%
Dmnium Lezsing Compary E =L
Trwelers Cheque Assorizies Lid 3%

Mame of Undertaking
Penarth Furding 1 Lid

Penarh Furding 2 Lid

Penarth Master Issuer plo

Penarh Receivables Trusize Lid
Permaremt Funding (Mo, 1) Ld
Permarem Funding (Mo, 23 Lid
Perrarem Hddings Lid
Permaremt Master lssuer po
Permanemt Maorigages Trustee Lid
Permarem PECOH Holdings Lid
Permarnem PECOH L

Salisbury Securities 2015 Lid
Salisbury Il Securities 2016 Lid
Salishury I1-A S=curites 2017 Limited
Sardown 2012-2 Heldings Lid
Sardown 2012-2 ple

Sardown Gold 20121 Haldings L
Sardown Gold 2012-1 pke

Swan Funding 2 Ld

Triniby Finarcing Heoldings Lid
Triniy Finanoing plio

Wetherby || Securities 201E DAC
Wetherby Szcunibes 2017 Limited

{or by the Group whene this vares) Reglkterad office address (UK unless stated ofhersiss)

36 Crmant 1 Helerts, Landor, EC24 BAP
Bishop's Conrt, 29 Mkyn Place, Aberdeen, AE10 1YL, Unied Kingom
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EBE&E&&&&EEE&&&&&&EH&EH;

Dezbe: House, Gadbrock Park, Rudheath, Modbwich, CWES TTW, United Kingdam

A4 Explarads 5 Helie Jarmesy JE4 WG
A
Belgrove Houme, 76 Buckingham Pelzce R, Loedan, SWLW Q41
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Lletyds Bank ple
Subsidiaries and related undertakings

*The urderisking does ot have shae capital

+ The unde does not have 2 egisered office
# In reletion o isry Urderiakings, an undertsking mdemal 42 1he Broup holds shams
“Sl'msheHdmcli_.l by Lieands Bark plo

& The Group holds wating rightts of betwesn 20% 2nd 4956

1% A Ondinary shanes

{1l B Ordinary shares

(il Delened shames

] Prefereros shaes

] Preferred ondirary shares

{wil Mon-wiing shares
Wil C Orlinary shaes
Wil N Ordirry shares
{oc] Callable:

() Redeern
ﬂaﬂ'lﬂ'di'ﬂryim&d voiing shar:s

Registered office sddresses

{1y 25 Gresham Strest, London, EC2Y THN

(2] Charterhal Houss, Charterhzl Drive, Chesier, CHEE S8M

31 116 Cockiosiers Road, Bamet, Hertlordshire, EN O

) Trinity Road, Halfe, HX1 2RG

(61 The zhund, E:inb.rgjm EH1 I¥Z

461 4th Flear, ¥ictoria House, Wickeria Road, Chelmetord, CM1 1R, United Kingdom{T)
Stancfield Houme, Cresier Business Park,, Chester, CH4 500

{7} Starsfisld House, Chesier Business Park, Chester, CHA 900

31 Wimer Elizon, Govenor Meoquire Tower, Level 40, 1 Famer Ploce, Sydney, MW
2000, festralia

911 Brookhil 'Wey, Ban Osn, QLG JEL

{100 2rd Floor, 21 Palmer Lenden, SW 1H DAD

{11} 6% Marrizon Street, Edinburgh, EH3 EYF

{12 Bamett Way, Glourester, GL4 AL

{133 1 Mo London Place, Londan, SE1 24F

shar:s

(1) 51 Wiliam House, Trasdian Terrace, CariF, CFI0 6BH

[1E) Fifth Floor, 100 Woed Strast, Londen, ECV TEX

[LE] Rin=arna Howss, Shannon FrEZme Co. Chre, |relznd

(L7} EY Atriz Oree, 104 Momisons Sireet, Edinburgh, EH? EEB{1%] 1 Grart's Aow. Lower
Mot Streat, Dublin 2, beland

[15) & R Jean Marmet, L2130

2123 Oid Broad Sieet, London, ECIH THE

[21) Prins Berrhandplein 2040, 1057 1B, Araterdam, Meterznd:

IQZIWInirunnﬁmSPSerﬁoesrLu-du-ﬁLinbd. Third Floar, 1 Kirg's Arrs: Yard,
Lordar, ECIR TAF

[22) 1-2 Yicloria Buildings, Heddington Faed, Dublin 4, Irlard

[24) 26 Mew Street, 51, I-hiet JE2ZRA
[Z5) IFCE, 51. Hefier, J
[26] 44 Esplzrade, 3t Helier, JEA BAG

FE'IKarI-L:Hu.ned-tSTRS\. D-1017B Berin, Cﬂ'ml
[28) Rockspring, 166 Sloane Strest, London %
(291 11-12 Esplanade, 51. Helieg Jerssy, IE2 !DA

(2] Caledarian Exchange, 198 Canning Street, Edinburgh, EHZ SHE

[21] McStay Luby, Dargan House, Z1-24 Fenizn Steet, Dublin 2, I=land

[Z2) EY Limited of Suite 3C, Ref Hose, Dusensway, Gibrakar

[22) P 0 Box: 155, Aoyal Chambers, 51 Jlian's Avenue, 3t Peter Port, Y1 4EF, Guemssy
[24) Ce Emiede 264, 1101 EE, Amsterchim, Neterdznds

[251 47 Esplanads, 51, Helie, Jerszy, JE1 QRO

261 48 Boulmeard Grande. Duchessz Charioti, 1!3{), Lmerrbm.rg

27} Lichtmnzusrlann 171, J0GINE, Rotterdam, Nethrands

[Z5] 55 Baker Smet, Lordon, WL 7E

2% Finznce House, Orcherd Bree, Edinkurgh, EH4 1PF

(441 1Eth Floar, Unieed Cerire, 35 Gueen Hang Beng

(4116112 Primynss Road, Eargﬂor:. gdﬂl Indiz

[43) 25 Great 31, Helen's, urm"m GAP

[44y Chiarkon Place, Chartion Road, Andover, SPLO JRE

1451 1 Grants Rarw, Lower Moune Ssee, Cubin 2, lislard
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2016 21
LSA
MBNA
2018 12 31
2018 12 31
2018

13,000

MIF

MIF

MIF

PPI 746
19,377
13,000

2019
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2018 12 31 1,325
2018 12 31 1,853
2000 16 PPI
2011 PPl
2000 53
PPI
FCA
2019 2019 13,000
1,000 85
MBNA
2016 12 240
MBNA  PPI 2018 12 31
100 MBNA
240
LIBOR
2014 LIBOR
217 2014
30
LIBOR
LIBOR
LIBOR LIBOR BBSW
LIBOR (i)

(i)

LIBOR
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2018 12 31

45 2017 12 31

245 795
151
2018 12 31 793
PRA  FCA
2018 12 31
561 2018 12 31 707 2017
12 31 1,084
2014 HBOS LTSB
LTSB
2017 10 18
2018
2010 12 31
2013
HMRC
HMRC 770
250
910
HMRC

TSB

HMRC
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2014
FCA
FCA
2016 26 FCA
FCA
HBOS -
71 96
96 78
HBOS 2009
HBOS
2018 12 31
15 115
HBOS - FCA
FCA 2019 21 2007 2009 16 BoS
45.5
FCA BoS
FCA
FCA BoS
FCA BoS
2010

2013 2017
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EU IFRS

EU IFRS
2018 12 31

@
IFRS

IFRS

IFRS 10

IFRS 10

IFRS

22
@
IFRS

IFRS

IFRS
IAS 36

20

21
®
IFRS

FVOCI
ECL
12 12 ECL

ECL
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ECL

50

Q)
IFRS

IFRS

®
IFRS

10

IAS 36
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IFRS

50 30

20



1AS 21 IAS 39
IFRS 2018
O)
IFRS
IAS 19
Q)
IFRS
IFRS
IFRS
®

IFRS

IAS 39

IAS 39

10

26

IFRS
IFRS 15
IFRS
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FVOCI

IFRS

©

IFRS

0Cl

10

SPPI

FVPL

SPPI

FVOCI
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IFRS

(10)

IFRS

(€5))
IFRS

IFRS 15

2018 30
IFRS
2018

12) 2019

IFRS

10
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IFRS 16 IAS 17 2019

IAS 17

IFRS 16

(IFRS 16 )

75

90

300
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( )
1 30 25
29 29 12 31
2 29- 30 25
3 29- 30 25
4 30 30 30 30 28
5 29 30 10 30
6 29 30 10 30

459/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

460/493



2018

2006

1SA(

(FRC

12 31

2006

)(

10

1SA(

FRC

)

EDINETOOOO
OO000D0O000DO00O0O(E24685)

Ogoooood
)
(
IFRS )
IFRS
1AS
2018 12 31
2018
)
2018 2018 12 31

461/493



2018

EDINETOOOO
OO000D0O000DO00O0O(E24685)

ooooood
)
300 (2017 350 )
) 300 (2017 350 )
( )
)
)
( )
( )
( )
2019
I1SA( )
FRC (www.frc.org.uk/auditorsresponsibilities)

462/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

2006 1974

(FCA) (PRA)

463/493



EDINETOOOO
O000DO0000O0000OO0(E24685)

ooooood
300 (2017 350 300 (2017 350
) )
50 100
15 ( ) (2017 20
PwC UK PwC (

PwC UK

464/493



10

93

EDINETOOOO
O000DO0000O0000OO0(E24685)
oOoOooodn

(

88

465/493



EDINETOOOO
O000DO0000O0000OO0(E24685)
ooooodn

30
62

)(

2018

18

IFRS

466/493




EDINETOOOO
O000DO0000O0000OO0(E24685)
oOoOooodd

467/493



IFRS

EDINETOOOO
O000DO0000O0000OO0(E24685)
oOoOooodd

468/493



EDINETOOOO
O000DO0000O0000OO0(E24685)
ooooodn

30 ( )( )
81 ( Y 32

( PPI

PPI )

PPI

469/493



EDINETOOOO
O000DO0000O0000OO0(E24685)
ooooodn

30
97

)(

33

)(
143 (

44 50

IFRS

470/493



EDINETOOOO

O000DO0000O0000OO0(E24685)

ooooodn

30
71

)(

30

GMP

GMP

471/493



EDINETOOOO
O000DO0000O0000OO0(E24685)
ooooodn

30
122

IFRS

)(

)(

47)

IFRS

IFRS

472/493



EDINETOOOO
O000DO0000O0000OO0(E24685)

OOoOooOodd
T IT
IT
17T
I I
( ACL )
I
IT
( IT )
I
1T ( 1TGC
)
IT
I I 2018 12 31
1T
I
ISAC )

12

473/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

2006

1ISAC )

2018 12 31

474/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

2006 16

2006
2006

475/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

1995 12 21 1995 12 31

1995 12 31 2018 12 31 24 2014

2016
2021

2019 14

)

476/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

( IFRS )

IFRS
2006

I1AS

www . I loydsbankinggroup.com

11 ( )

IFRS

477/493



EDINETOOOO
OO000D0O000DO00O0O(E24685)
oOoOooodn

Independent auditors’ report to the members of Lloyds Bank plc

Report on the audit of the financia statements

Opinion
In our opinion, Lloyds Bank plc's Group financial statements and Bank financial statements (the “financial statements’):

give atrue and fair view of the state of the Group’s and of the Bank’s &ffairs as at 31 December 2018 and of the
Group's profit and the Group’s and the Bank’s cash flows for the year then ended;

have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union and, as regards the Bank’s financial statements, as applied in accordance with the provisions
of the Companies Act 2006; and

have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards the Group
financial statements, Article 4 of the IAS Regulation.

We have audited the financial statements, included within the Report and Accounts (the “ Annual Report”), which comprise: the balance
sheets at 31 December 2018; the consolidated income statement and the statements of comprehensive income for the year then ended;
the statements of changes in equity for the year then ended; the cash flow statements for the year then ended; and the notes to the
financia statements, which include a description of the significant accounting policies. We have a so audited the consolidated and Bank
balance sheets as at 1 January 2018.

Our opinion is consistent with our reporting to the Audit Committee.

Basisfor opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“1SAs (UK)") and applicable law. Our
responsibilities under |SAs (UK) are further described in the Auditors responsibilities for the audit of the financial statements section of
our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the Group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC’ s Ethical Standard, as applicable to listed public interest entities, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical Standard were not provided
to the Group or the Bank. Other than those disclosed in note 10 to the financial statements, we have provided no non-audit services to the
Group or the Bank in the period from 1 January 2018 to 31 December 2018.

Our audit approach

Overview
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Overall Group materiality: £ 300 million (2017: £ 350 million), based on 5 per cent of
adjusted profit before tax, which removes the effects of certain itemswhich are
considered to have a disproportionate impact.

Overall Bank materiaity: £ 300 million (2017: £ 350 million), based on 1 per cent of
total assets.

The scope of our audit and the nature, timing and extent of audit procedures performed
were determined by our risk assessment, the financial significance of components and
other qualitative factors (including history of misstatement through fraud or error).

We performed audit procedures over components considered financially significant in
the context of the Group (full scope audit) or in the context of individual primary
statement account balances (audit of specific account balances). We performed other
procedures including testing entity level controls, information technology general
controls and analytical review proceduresto mitigate the risk of material misstatement
in the residual components.

The key audit matters which were of most significance in the audit and involved the greatest allocation of
our resources and effort were:

Expected credit loss allowances (Group).

Conduct risk and provisions (Group).

Vauation of certain level 3 financial instruments (Group).
Defined benefit obligations (Group).

Hedge accounting (Group).

Privileged accessto IT systems (Group and Bank).

These items were discussed with the Audit Committee as part of our audit plan communicated in
April 2018 and supplemented with updates in January 2019. These were the key audit matters for
discussion at the conclusion of our audit.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonabl e assurance about whether the financial statements as awhole are free from material misstatement,
whether due to fraud or error, and to issue an auditors report that includes our opinion. Reasonable assurance is ahigh level of
assurance, but is not a guarantee that an audit conducted in accordance with I1SAs (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 FRC' s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors report.

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements. In
particular, we looked at where the directors made subjective judgements, for example in respect of significant accounting estimates that
involved making assumptions and considering future events that are inherently uncertain.

Capability of the audit in detecting irregularities, including fraud
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Based on our understanding of the Group and industry, we identified that the principal risks of non-compliance with laws and

regulations related to breaches of banking laws and regulations such as, but not limited to, regulations relating to consumer credit and
unethical and prohibited business practices, and we considered the extent to which non-compliance might have a material effect on the
financia statements. We also considered those laws and regulations that have a direct impact on the financial statements such asthe
Companies Act 2006, the Consumer Credit Act 1974 and the Banking Reform Act, and we considered the extent to which non-
compliance might have amaterial effect on the financial statements. We evaluated management’ s incentives and opportunities for
fraudulent manipulation of the financial statements (including the risk of override of controls), and determined that the principal risks
were related to posting manual journal entries to manipulate financial performance, management bias through judgements and
assumptions in significant accounting estimates and significant one-off or unusual transactions. The Group engagement team shared this
risk assessment with the component auditors referred to in the scoping section of our report below, so that they could include appropriate
audit procedures in response to such risks in their work. Audit procedures performed by the Group engagement team and/or component
auditorsincluded:

Discussions with management and those charged with governance including consideration of known or suspected instances of
non-compliance with laws and regulations and fraud;

Evaluation and testing of the operating effectiveness of management’s entity level controls designed to prevent and detect
irregularities, in particular their code of conduct and whistleblowing helpline;

Assessment of matters reported on the Group’ s whistleblowing helpline and the results of management’s investigation of such
matters,  Performed testing over period end adjustments;

Incorporated unpredictability into the nature, timing and/or extent of our testing;
Reviewing key correspondence with the FCA and PRA;

Challenging assumptions and judgements made by management in their significant accounting estimates, in particular in
relation to expected credit losses; conduct risk and provisions; valuation of certain level 3 financial instruments; and defined
benefit obligations (see related key audit matters below); and

Identifying and testing journal entries, in particular any manual journal entries posted by infrequent users or senior
management, posted on unusual days, posted with descriptionsindicating a higher level of risk, or posted late with a
favourable impact on financia performance.

There are inherent limitations in the audit procedures described above and the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the less likely we would become aware of it. Also,
the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

Materidlity

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These,
together with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit
procedures on the individual financial statement line items and disclosures and in evaluating the effect of misstatements, both
individually and in aggregate on the financial statements asawhole.

Based on our professional judgement, we determined materiality for the financial statements as awhole as follows:

Group financial statements Barnk financial statements
Oveal materidity £ 300 million (2017: £ 350 million). £ 300 million (2017: £ 350 million).
How we determined it 5 per cent of adjusted profit before tax, which 1 per cent of total assets.

removes the effects of certain items which were
considered to have a disproportionate impact.
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Rationale for benchmark Our starting point was 5 per cent of profit before | We have selected total assets as an appropriate
applied tax, a generally accepted auditing practice. Profit | benchmark for Bank materiality. Profit based
before tax was adjusted to remove the benchmarks are not considered appropriate for

disproportionate effect of regulatory provisions Bank materiality asthe Group is not required to
asthey are considered not to reflect the long term | disclose a Bank income statement. Where the
performance of the Group. calculated Bank materiality from total assets
exceeds the Group overall materiality level, the
Bank overall materiality has been restricted to
equal the Group overall materiality level.

For each component in the scope of our Group audit, we allocated a materiality that islessthan our overall Group materiality. The range
of materiality allocated across components was between £ 50 million and £ 100 million.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £ 15 million (Group
audit and Bank audit) (2017: £ 20 million) as well as misstatements below those amounts that, in our view, warranted reporting for
qualitative reasons.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements as
awhole, taking into account the structure of the Group and the Bank, the accounting processes and controls, and the industry in which
they operate.

The Group is structured into two segments being Retail and Commercial Banking. Each of the segments comprises a number of
components. The consolidated financial statements are a consolidation of the components.

In establishing the overall approach to the Group audit, we determined the type of work that is required to be performed over the
components by us, as the Group engagement team, or auditors within PwC UK and from other PwC network firms operating under our
instruction (‘ component auditors). Almost al of our audit work is undertaken by PwC UK component auditors.

Where the work was performed by component auditors, we determined the level of involvement we needed to have in their audit work to
be able to conclude whether sufficient appropriate audit evidence had been obtained as abasis for our opinion on the consolidated
financial statements as awhole. Thisincluded regular communication with the component auditors throughout the audit, the issuance of
instructions, areview of the results of their work on the key audit matters and formal clearance meetings.

Any components which were considered individually financially significant in the context of the Group’s consolidated financial
statements (defined as components that represent more than or equal to 10% of the total assets of the consolidated Group) were
considered full scope components. We considered the individual financial significance of other componentsin relation to primary
statement account balances. We considered the presence of any significant audit risks and other qualitative factors (including history of
mi sstatements through fraud or error). Any component which was not already included as a full scope audit component but was
identified as being individually financially significant in respect of one or more account balances was subject to specific audit
procedures over those account balances. Inconsequential components (defined as components which, in our judgement, did not represent
areasonable possibility of arisk of material misstatement either individually or in aggregate) were eliminated from further consideration
for specific audit procedures although they were subject to Group level analytical review procedures. All remaining components which
were neither inconsequential nor individualy financially significant were subject to procedures which mitigated the risk of material
misstatement including testing of entity level controls, information technology general controls and Group and component level
analytical review procedures.

Certain account balances were audited centrally by the Group engagement team.

Components within the scope of our audit contributed 93 per cent of Group total assets and 88 per cent of Group total income.
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Key audit matters

Key audit matters are those matters that, in the auditors professional judgement, were of most significance in the audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of resourcesin the
audit; and directing the efforts of the engagement team. These matters, and any comments we make on the results of our procedures
thereon, were addressed in the context of our audit of the financial statements as awhole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. Thisis not acomplete list of al risksidentified by our audit.

Key audit matter How our audit addressed the key audit maiter
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Expected credit loss allowances
Group

Refer to page 30 (Accounting Policies) and page 62 (Note 18 and
Ciritical Accounting Judgements and Estimates).

The determination of expected credit loss allowances is highly
subjective and judgemental. With the introduction of IFRS9in
2018, a number of additional judgements and assumptions are
introduced and reflected in the financial statements, including the
identification of significant increasesin credit risk and the
application of forward looking economic scenarios.

Group economics

The Group’ s economics team devel ops future economic scenarios
by using a statistical model and a number of qualitative factors.
Four scenarios are chosen from the model output which represent
distinct economic scenarios and sensitivities of historical loss
experience. These four scenarios together with relative weightings
are then provided to the Retail and Commercial Banking divisions
for incorporation into the Stage allocation process and the
calculation of expected credit |oss allowances.

Retail

Expected credit loss allowances relating to loans and advances in
the Retail division are determined on a collective basis, with the
use of impairment models. These models use a number of key
assumptions including probability of default, loss given default
(including propensity for possession and forced sal e discounts for
mortgages) and valuation of recoveries. Management also apply
overlays where they believe the model cal culated assumptions and
alowances are not appropriate, either due to emerging trends or
the model limitations. An example of thisis an overlay to the
impairment model output for the UK mortgages portfolio relating
to expected credit losses on past term interest only exposures. Our
work therefore focused on the appropriateness of modelling
methodol ogies adopted and the significant judgements required to
determine the requirement for overlays and the measurement of
those overlays.

Commercia Banking

Expected credit loss allowances relating to credit impaired loans
and advances (referred to herein also as being in Stage 3) in the
Commercial Banking division are primarily estimated on an
individual basis. Judgement is required to determine when aloan
is considered to be credit impaired, and then to estimate the
expected future cash flows related to that loan under multiple

Group economics

We understood management’s process and tested key controls
relating to the generation, selection and weighting applied to
economic scenarios. We engaged our internal economic experts as
well as actuarial modelling specialiststo assist us as we
considered:

The identification and use of appropriate external

economic data;

The operation of the Group’s internally developed
statistical model;

The approach to selection of economic scenarios
representing an upside, downside and severe downside in
addition to the Group’s base case scenario used for

internal planning; and

The review, challenge and approval of the scenarios
adopted through the Group’ s governance process.

We found these key controls were designed, implemented and
operated effectively, and therefore determined that we could place
reliance on these key controls for the purposes of our audit.

We critically assessed the assumptions adopted in the base case
economic scenario and compared this both to our independent
view of the economic outlook as well as market consensus, and
investigated economic variables outside of our thresholds. We
assessed therisk of biasin the forecasts, aswell as the existence of
contrary evidence. We considered the political uncertainties that
existed at the year-end and how these might impact on the
economic scenarios selected by the Group.

We also independently ran the Group’s model and performed
testing to evaluate the level of non-linearity reflected in the
expected credit |oss allowances.

Based on the evidence obtained, we consider that the economic
scenarios adopted reflect an unbiased, probability weighted view
that appropriately captures the impact of nonlinearity

Retail and Commercial Banking

We understood management’s process and tested key controls
around the determination of expected credit loss allowances,
including controls relating to:

Appropriateness of modelling methodologies and
monitoring of model performance;
Periodic model review, validation and approval;

The identification of credit impairment events; and
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weighted scenario outcomes. An expected credit loss allowance is
determined on Commercial Banking loans and advances which are
not classified as being credit impaired at the reporting date
(referred to as being in Stages 1 and 2) using impairment models
based on key assumptions including probability of default and loss
given default. Management apply overlays to the modelled output
to address risks not captured by the model.

The review, challenge and approval of the expected credit
loss allowances, including the impairment model outputs,
key management judgements and overlays applied.

We found these key controls were designed, implemented and
operated effectively, and therefore determined that we could place
reliance on these key controls for the purposes of our audit.

We understood and assessed the appropriateness of the impairment
models developed and used by management. Thisincluded
assessing and challenging the appropriateness of key modelling
judgements (e.g. the transfer criteria used to determine significant
increase in credit risk) and quantifying the impact of the use of
proxies and simplifications, assessing whether these were
appropriate. We aso created our own independent models
covering certain parts of the model calculation and for selected
portfolios this enabled us to re-perform management’s calculation
and challenge their outputs.

We tested the formulae applied within the calculation files. We
tested the completeness and accuracy of key datainputs, sourced
from underlying systems that are applied in the calculation. We
tested the reconciliation of loans and advances between underlying
source systems and the expected credit loss models.

We performed testing over the measurement of the overlays in
place, focusing on the larger overlays and those which we
considered to represent the greatest level of audit risk (e.g.
overlays relating to past term interest-only exposures and
forbearance on the UK mortgages portfolio). We assessed the
appropriateness of methodol ogies used to determine and quantify
the overlays required and the reasonableness of key assumptions.
Based on our knowledge and understanding of the weaknesses and
limitations in management’s models and industry emerging risks,
we critically assessed the completeness of the overlays proposed
by management.

We used credit risk modelling specialists to support the audit team
in the performance of these audit procedures.

Commercia Banking Stage 3 assets

We performed the following procedures to test the completeness
of credit impaired assets requiring a Stage 3 expected credit loss
alowance:

We critically assessed the criteriafor determining whether

acredit impairment event had occurred;

We tested arisk based sample of Stage 1 and 2 |oans,
utilising industry and insolvency specialists to support the
audit team in identifying sectors or borrowers with risk
characteristics which might imply an indicator of
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impairment. For each risk based sample, aswell asan

additional haphazardly selected sample of Stage 1 and 2
loans, we independently assessed whether they had
indicators of a credit impairment event (e.g. a customer
experiencing financial difficulty or in breach of covenant)
and therefore whether they were appropriately
categorised.

For asample of stage 3 credit impaired loans, we:

Evaluated the basis on which the allowance was
determined, and the evidence supporting the analysis

performed by management;

We independently challenged whether the key
assumptions used, such as the recovery strategies,
collateral rights and ranges of potential outcomes, were
appropriate, given the borrower's circumstances; and

Re-performed management’s allowance calculation,
testing key inputs including expected future cash flows,
discount rates, valuations of collateral held and the
weightings applied to scenario outcomes.

Based on the evidence obtained, we found that the methodologies,
modelled assumptions, management judgements and data used
within the allowance assessment to be appropriate and in line with
the requirements of IFRS 9.
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Conduct risk and provisions We understood and tested the key controls around the
Group identification of matters which require provision, the estimation
and review of provisions, including governance processes,

Refer to page 30 (Accounting Policies) and page 81 (Note 32 and challenge of key assumptions and approval of provisions,

Critical Accounting Judgements and Estimates).

We found these key controls were designed, implemented and

Provisions reflecting the Group’s best estimate of present operated effectively, and therefore determined that we could place

obligations relating to anticipated customer redress payments, .
9 9 P el ' reliance on these key controls for the purposes

operational costs and regulatory fines as aresult of past events, of our audit
practices and conduct continue to be significant and therefore '

represent akey audit matter. Our work focused on the more significant provisions in relation to

past sales of payment protection insurance (PPl) policies, arrears

The most significant provisions relate to past sales of payment handling activities and packaged bank accounts, We also

protection insurance (PP1) policies, arvears handling activities and examined other conduct provisions which areindividually less

packaged bank accounts. significant.
For the provisions which are based on assumptions determined
using management judgement with reference to historic
experience, we understood and challenged the provisioning
methodol ogies and underlying assumptions, including whether
historic information had been appropriately incorporated and
whether this was an appropriate indicator of future experience. For
example, we challenged the basis that management used for
forecasting the volume of PPI complaints that will be received in
the future.

For provisions which are dependent upon proactive identification
and rectification of affected customers (e.g. provisions for arrears
handling activities), we understood the planned management
actions, understood the basis for estimating the provision and
challenged key assumptions, including those around the costs of
identifying and rectifying affected customers.

We independently performed sensitivity analysis on the key
assumptions and considered alternative scenarios which could be
considered reasonably possible.

We considered regulatory developments and reviewed the Group’s
correspondence with the Financial Conduct Authority and
Prudential Regulation Authority, discussing the content of any
correspondence considered to be pertinent to our audit with
management. We also met with each regulator.

Given the inherent uncertainty in the estimation of conduct,
litigation and other regulatory provisions and their judgemental
nature, we evaluated the disclosures made in the financial
statements. In particular, we focused on challenging management
around whether the disclosures were sufficiently clear in
highlighting the exposures that remain, significant uncertainties
that exist in respect of the provisions and the sensitivity of the
provisions to changes in the underlying assumptions.
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Based on the procedures performed and evidence obtained, we

found management’ s assumptions to be appropriate.

We understood and tested the key controls around the valuation
processes including the independent price verification and

Valuation of certain level 3 financial instruments

Group .
valuation governance controls.

Refer to page 30 (Accounting Policies) and page 97 and 143
(Notes 44, 50 and Ciritical Accounting Judgements and Estimates) We found these key controls were designed, implemented and
assets have been transferred from amortised cost to fair value. reliance on these key controls for the purposes of our audit.

Thisis comprised of a portfolio of similar, non-traded assets
which are classified aslevel 3 instruments as their valuation is With the support of our valuations specidlists, we performed the
subjective and determined using bespoke models which rely on a
range of unobservable inputs.

following testing:

evaluating the appropriateness of the valuation
methodol ogies and testing their application;

evaluating key inputs and assumptions, with reference to
matters including historic performance, market information
and perspectives, servicer and trustee reports and

- investment prospectuses; and

- assessing the reasonableness of the valuations and
performing sensitivity analyses over them.

Based on the evidence obtained, we determined that the
methodol ogies, inputs and assumptions are appropriate.
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Defined benefit obligation
Group

Refer to page 30 (Accounting Policies)and page 71 (Note 30 and
Ciritical Accounting Judgements and Estimates).

The valuation of the retirement benefit schemes in the Group are
determined with reference to various actuarial assumptions
including discount rate, rate of inflation and mortality rates. Due
to the size of these schemes, small changes in these assumptions
can have amaterial impact on the estimated defined benefit
obligation.

We understood and tested key controls over the pensions process
involving member data, formulation of assumptions and the
financial reporting process. We tested the controls for determining
the actuarial assumptions and the approval of those assumptions by
senior management.

We found these key controls were designed, implemented and
operated effectively, and therefore determined that we could place
reliance on these key controls for the purposes of our audit.

We engaged our actuarial experts and met with management and
their actuary to understand the judgements made in determining
key economic assumptions used in the calculation of the liability.
We assessed the reasonableness of those assumptions by
comparing to our own independently determined benchmarks and
concluded that the assumptions used by management were
appropriate.

Our actuarial experts have performed testing over the Guaranteed
Minimum Pension (‘GMP") equalisation impact calculated by
management’s actuary, reviewed the approach taken and
understood the key assumptions used in the calculations. We used
our own independent GMP equalisation modelling tools to support
this testing.

We performed testing over the consensus and employee data used
in calculating the obligation. Where material, we also considered
the treatment of curtailments, settlements, past service costs,
remeasurements, benefits paid, and any other amendments made to
obligations during the year.

From the evidence obtained, we found the data and assumptions
used by management in the actuarial valuations for pension
obligations to be appropriate.

We read and assessed the disclosures made in the financial
statements, including disclosures of the assumptions, and found
them to be appropriate.

488/493




EDINETOOOO
OO000D0O000DO00O0O(E24685)
ooooodn

Hedge accounting We understood and tested key controls over the designation and
Group ongoing management of hedge accounting relationships, including

Refer to page 30 (Accounting Policies), and page 122 (Note 47). testing of hedge effectiveness aswell as the controls around the

preparation and review of hedging strategy and related

documentation prior to the implementation of new hedges.
The Group entersinto derivative contractsin order to manage and

economically hedge risks such asinterest and foreign exchange

rate risk. These arrangements create accounting mismatches which We found thesg key controls were des gne.d, Implemented and
are addressed through designating instrumentsinto fair value or operated effectively, and therefore determined that we could place

cash flow hedge accounting relationships, reliance on these key controls for the purposes of our audit.

The Group’s application of hedge accounting, including Our testing included the following:

determining effectiveness, is manual in nature, which increases - examining selected hedge documentation to assess whether
the risk of errors and hence the risk that financial reporting is not it complies with the requirements of IFRS;
in line with IFRS reguirements. - testing the key year-end reconciliations between underlying

source systems and the spreadsheets used to manage
hedging models;

independently assessing whether management have
captured and are monitoring all material sources of
ineffectiveness,

re-performing a sample of hedge effectiveness calculations;
and

- testing a sample of manual adjustments posted to record
ineffectiveness.

Based on the evidence obtained, we determined the application of
hedge accounting to be appropriate and compliant with the
requirements of IFRS.
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Privileged accessto IT systems We tested the design and operating effectiveness of those key
Group and parent controls identified that manage I T privileged access across thein-
scope I T platforms. Specifically we tested controls over:
The completeness and accuracy of the Access Controls
Lists (ACLSs) from IT platforms that are used by
downstream | T security processes;

The Group'’s financia reporting processes are reliant on
automated processes, controls and data managed by IT systems.

For the purposes of our audit, we validate the design and The onboarding and management of IT privileged

operating effectiveness of those automated and IT dependent accounts through the privileged access restriction tool

controls that support the in-scope financial statement line items. (including static IT privileged accounts);
We also review the supporting IT General Computer Controls The monitoring of security events on IT platforms by the
(ITGCs) that provide assurance over the effective operation of Security Operations Centre; and

these controls as well as those controls that manage the integrity Approval, recertification and timely removal of access

of relevant data repositories for the full financial reporting period.
from IT systems.

As part of our audit work in prior periods, we identified control ) o B
. . - As part of our review, we identified a number of IT privileged
mattersin relation to the management of IT privileged accessto o
accounts that had not been onboarded to the privileged access

IT platforms supportin lications in-scope for financial
P PP 920 P restriction tool as at 31 December 2018.

reporting. While there is an ongoing programme of activities to
address such control matters, the fact that these were open during
the period meant there was arisk that automated functionality, Consequently, we performed an assessment of each of the areas
reports and data from the systems were not reliable. within our audit approach where we place reliance on automated
functionality and datawithin IT systems. In each case we
identified a combination of mitigating controls, performed
additional audit procedures and assessed other mitigating factorsin
order to respond to the impact on our overall audit approach.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:
the directors use of the going concern basis of accounting in the preparation of the financia statementsis not appropriate; or

the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt about the Group’s
and Bank’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from the date when the

financial statements are authorised for issue.
We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Group’s and Bank’s
ability to continue as a going concern.

Reporting on ather information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors report
thereon. The directors are responsible for the other information. Our opinion on the financia statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any
form of assurance 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 appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required
to perform procedures to conclude whether there is amaterial misstatement of the financial statements or a material misstatement of the
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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 based on these responsibilities.

With respect to the Strategic report and Directors report, we also considered whether the disclosures required by the UK Companies Act
2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, | SAs (UK) require us also to report
certain opinions and matters as described below.

Strategic report and Directors' report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and Directors
report for the year ended 31 December 2018 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements.

In light of the knowledge and understanding of the Group and Bank and their environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic report and Directors report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors responsibilities set out on page 9, the directors are responsible for the preparation
of the financia statementsin accordance with the applicable framework and for being satisfied that they give atrue and fair view. The
directors are a so responsible for such internal control as they determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financia statements, the directors are responsible for assessing the Group’s and the Bank’ s ability to continue as agoing
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 Group or the Bank or to cease operations, or have no realistic aternative but to do so.

Use of this report

This report, including the opinions, has been prepared for and only for the Bank’s members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by
our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:
we have not received al the information and explanations we require for our audit; or

adequate accounting records have not been kept by the Bank, or returns adequate for our audit have not been received from branches not visited

by us; or
certain disclosures of directors remuneration specified by law are not made; or
the Bank financia statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Appointment
Following the recommendation of the Audit Committee, we were appointed by the members on 21 December 1995 to audit the financia
statements for the year ended 31 December 1995 and subsequent financial periods. The period of total uninterrupted engagement is 24
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years, covering the years ended 31 December 1995 to 31 December 2018. The audit was tendered in 2014 and we were re-appointed

with effect from 1 January 2016. There will be a mandatory rotation for the 2021 audit of the ultimate parent, LIoyds Banking Group plc.

Mark Hannam (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

14 March 2019
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Statement of directors responsibilities

The Directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law, the Directors
have prepared the Bank and Group financial statements in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union. Under company law, the Directors must not approve the financial statements
unless they are satisfied that they give atrue and fair view of the state of affairs of the Bank and the Group and of the
profit or loss of the Bank and the Group for that period. In preparing these financial statements, the Directors are required
to: select suitable accounting policies and then apply them consistently; make judgements and accounting estimates that are
reasonable and prudent; and state whether applicable IFRSs as adopted by the European Union have been followed.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Bank’s
transactions and disclose with reasonable accuracy at any time the financial position of the Bank and the Group and enable
them to ensure that the financial statements comply with the Companies Act 2006 and, as regards the Group financial
statements, Article 4 of the IAS Regulation. They are also responsible for safeguarding the assets of the Bank and the
Group and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

A copy of the financial statementsis placed on the website www.lloydsbankinggroup.com. The Directors are responsible
for the maintenance and integrity in relation to the Bank on that website. Legislation in the UK governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.

Each of the current Directors, who are in office as at the date of this report and whose names are shown on page 10 of this
annual report, confirms that, to the best of his or her knowledge:

- thefinancial statements, which have been prepared in accordance with |FRSs as adopted by the European Union, give a
true and fair view of the assets, liabilities and financial position and the profit or loss of the Bank and the Group; and

- the management report contained in the strategic report and the Directors report includes afair review of the
development and performance of the business and the position of the Bank and Group, together with a description of the
principal risks and uncertainties that they face.

The Directors consider that the annual report and accounts, taken as awhole, isfair, balanced and understandable and
provides the information necessary for shareholders to assess the Bank’ s performance, business model and strategy. The
Directors have also separately reviewed and approved the strategic report.
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