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(190, 296) (26,227) (198,874) (27,409)
14 (18,388) (2,534) (14,914) (2,055)
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60,759,269 8,373,842 57,118,375 7,872,054
226,525 31,220 88,311 12,171
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659,568 90,902 1,772,714 244,315
7,979,572 1,099,745 7,606,270 1,048,296
19 5,996,562 826,446 4,665,013 642,932
20 882,767 121,663 725,408 99,976
21 594,892 81,988 - -
22 313,965 43,271 290,038 39,973
59,173,427 8,155,282 55,586,383 7,660,915
23 1,335,380 184,042 1,317,590 181,590
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1,223,040 168,559 2,382,939 328,417
(10,300) (1,420) 128,378 17,693
147,626 20,346 251,881 34,714
(6,194) (854) (21,509) (2,964)
(2,746,161) (378,476) (994,052) (137,000)
(1,390) (192) (7,159) (987)
(27,226) (3,752) (31,293) (4,313)
- - (1,349,107) (185,934)
) (1,196,746) (164,936) - -
(17,999) (2,481) - -
- - 2,287,749 315,298
1,327,063 182,896 - -
(1,446) (199) 297 41
82,256 11,337 900,487 124,105
17,790 2,452 - _

60/178



( )
Tier 1
( )
10
C )
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594,892 81,988 - -
10,838,582 1,493,773 8,712,851 1,200,805
(9,507,033)  (1,310,259) (8,611,375) (1,186,820)
23,927 3,298 (19,113) (2,634)
(6,406) (883) (3,744) (516)
1,961,752 270,369 78,619 10,835
(702,153) (96,771) (14,946) (2,060)
888,119 122,401 903,065 124,460
(650,016) (89,585) 39,977 5,510
(52,137) (7.186) (54,923) (7,569)
185,966 25,630 888,119 122,401
412,491 56,850 976,430 134,572
(226,525) (31,220) (88,311) (12,171)
185,966 25,630 888,119 122,401
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2018 12 31
)
( ) 2006
( )
( )
19 ( )
16 ( )
20,045,000 100
2018 12
( )
10
28

62/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

2018

63/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

64/178



12

12

65/178

EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

12

12



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

66/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

67/178



39

68/178

EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

26

69/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

10-25

70/178



28

71/178

10

EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

2011 ( )

30 12 31
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(
)
16
16 ( )
( )
16
2019
2019
35.8 39.8
4.0 2018
5.4
2019
28
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)
2019
2015-2017
12
23
2019
2018

39

23
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11

11

2018



30

39

12
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39
39
2017 12 31
2018
20 (
)
2018
2017
12 31
130,494 - (14) 130,480
818,739 (818,739) - -
- 818,739 - 818,739
18,396 35 18,431
4,665,013 - - 4,665,013
212,353 - (104) 212,249
15
15
15 2018 18
11
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22

OooooOodd

2018 2017
19,564 18,325
106 2,601
19,670 20,926

2017 2018

2018 2017
2,302 1,460
- 595
8,926 -
2,508 2,378
13,826 4,433

2018
( 21 )

2018 2017
109,348 121,019
5,467 5,645
15,800 17,014
130,615 143,678
) 762 699
3,749 3,521
55,170 50,976
59,681 55,196
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190,296 198,874
646 (2017 629 ) (
465 (2017 164 465 ))
2018 2017
523 465
63 61
124 121
34 34
744 681
18 18
762 699
(
2018 2017
) )
4,470 4,740
388 1,995
( 1,837 10,276
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ooooood
(2,436) (2,265)
) - -
2,422 4,470
) 8,973 22,810
675 691
(
5.5 (2017 5.6 )
( 2011
)
2004 36
19 ) (Technical Actuarial Standard)
2018 12 31
2018 2017
2.90 2.60
3.40 3.45
2.40 2.45
3.25 3.45
S2PXA_ L CMI__2017
1.25 (2017 S2PXA_ L CMI__2016
1.25 )
65 23 ( 23 )
65 24 ( 24 )
2018 2017
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OoOooOodnd
(159,135) (185,795)
183,822 201,644
24,687 15,849
(6,539) (4,200)
18,148 11,649
540 (2017 114
716
2018 2017
185,795 189,491
4,813 5,478
92 -
(17,236) 3,592
(14,213) (12,766)
(116) -
159,135 185,795
2018 2017
201,644 181,780
5,329 5,364
(15,548) 19,639
(14,213) (12,766)
6,610 7,627
183,822 201,644
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2018 2017
46,000 46,165
99,150 121,351
32,367 29,926
2,054 1,990
357 -
3,894 2,212
183,822 201,644
2018 2017
(15,548) 19,639
37) 3,395
17,273 (6,987)
1,688 16,047
2018 2017
15,849 (7.711)
540 (114)
6,610 7,627
1,688 16,047
24,687 15,849
2018 2017
74 77



+/-0.5

+/-

+/-0.5

(35 (
) +/-0.5
22 (2017 25 )
27 (2017

20
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27.25 )
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26 23
100 100
)
(2017 )
2018 2017
-10/+11 -11/+13
+3/-3 +4/-3
+4/-4 +4/-4
+3/-3 +4/-3
2018 2017
(7,822) (20,767)
(1,277) 2,352
(9,099) (18,415)
(1,301) (1,348)
(10,400) (19,763)
(6,503) (6,910)
- (339)
976 (1,264)
(5,527) (8,513)
(15,927) (28,276)
2017
19
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OooooOodd
2018 2017
58,702 108,099
27 (2017  27.25 ) (15, 850) (29,457)
(52) (402)
(949) (982)
976 (1,264)
- (339)
163 216
(1,277) 2,352
1,752 1,600
(690) -
(15,927) (28,276)
2018 2017
Tier 1 2,369 1,402
(447) (4,253)
412 17
/( 184 (87)
2,518 (2.921)
2018 2018

12 31
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OoOooOodnd
4,724 - (717) - 4,007
9,523 - (733) - 8,790
- 35 4) - 31
13 1,944 - Q77) - 1,667
(203) - - 184 (19)
(914) - 131 412 (371)
(4,200) - (1,892) 447) (6,539)
7,522 - (2,035) - 5,487
18,396 35 (5,527) 149 13,053
2015 25
10
2018 2017
412,491 976,430
( ) (226,525) (88,311)
185,966 888,119
(
)
2018 2018
12 31
1,657,863 74,841 (185,122) 140,176 1,687,758
1,300,603 (316,822) (606) 3,765 986,940
992,076 639,186 (1,999) 88,712 1,717,975
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00000000000 DO000D0O00O0oOodno(eossst)

Ogoooood
714,471 778,585 (199) 111,032 1,603,889
- 574,508 - 20,384 594,892
290,038 12 - 23,915 313,965
4,955,051 1,750,310 (187,926) 387,984 6,905,419
2018 2017
2,527,064 3,092,975
1,054,613 954,644
344,974 104,057
3,926,651 4,151,676
6,135,697 4,306,984
10,062,348 8,458,660
3,680,227 3,682,197
3,796,715 2,363,457
246,424 469,479
2,338,982 1,943,527
10,062,348 8,458,660
2018
258,221,821 5,217,177 4,711,321
2,989,603,633 8,479,452 7,829,708
32,855,773 600,513 231,351
15,363,479 433,536 269,812
855,979 170,759 171,291
3,296,900, 685 14,901,437 13,213,483
396,024 109 127
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1,832 - 398
191,962 - 1,794
15,946 - 52
605,764 109 2,371
3,297,506,449 14,901,546 13,215,854
2017
236,951,624 4,406,534 3,675,016
2,383,234,225 8,148,835 7,407,319
24,312,496 538,001 279,104
18,594,994 159,280 205,052
808,260 189,350 189,822
2,663,901,599 13,442,000 11,756,313
488,573 - 68
401,532 3,575 7,015
890,105 3,575 7,083
2,664,791,704 13,445,575 11,763,396
329 (2017
249
)

2018
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(2017 ) (

2018 12 31

2017 12
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OooooOodd
15,664 11,642
(15,540) (10,473)
124 1,169
(256) -
254 -
@ -
(2017

(2018 )

2018 2017
192,236 459,902
485,289 358,706

10,764 -
688,289 818,608
133 131
688,422 818,739
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2017

2017

2018

2017

2017

2018

2017

2018

12 31

12 31

12 31

12 31

12 31

12 31
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OooooOodd

125,349 499 125,848
30,700 593 31,293
(613) - (613)
(181) - (181)
155,255 1,092 156,347
27,226 - 27,226
(1,443) - (1,443)
181,038 1,092 182,130
75,534 142 75,676
14,645 269 14,914
(36) - (36)
90,143 411 90,554
18,119 269 18,388
108,262 680 108,942
65,112 681 65,793
72,776 412 73,188
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2017

2017

2018

2017

2017

2018

2017

2018

16

12 31

12

12

12

12

12

12

31

31

31

31

31

31
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OooooOodd
13,320 1,483 20,050 1,290 36,143
722 78 3,945 2,414 7,159
(43) - ©)) - (52)
13,999 1,561 23,986 3,704 43,250
32 - 1,358 - 1,390
14,031 1,561 25,344 3,704 44,640
4,080 1,435 16,965 366 22,846
884 18 1,217 948 3,067
(10) - (6) - (16)
4,954 1,453 18,176 1,314 25,897
922 30 1,458 948 3,358
5,876 1,483 19,634 2,262 29,255
9,045 108 5,810 2,390 17,353
8,155 78 5,710 1,442 15,385

2018 2017

39 -
17,960 -
(2,557) -
74 -
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2018 22 (
( ) ) (
)
2018 12 )
17

2018 2017
11,356 11,025
1,148 3,435
( ) 24,687 15,849
311,862 225,495
349,053 255,804
213 (2017 168

)
18

2018 2017
5,414,043 3,883,649
493,725 93,815
42,912 15,153
5,950,680 3,992,617
3,236,849 1,775,230
9,187,529 5,767,847
5,588,799 3,977,467
3,236,849 1,707,292
361,881 15,150
- 67,938
9,187,529 5,767,847

19
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2018

26

90

750
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2018 2017
1,687,758 1,657,863
986,940 1,300,603
1,717,975 992,076
1,603,889 714,471
5,996,562 4,665,013

2018 2017
477,728 406,342
10,490 12,645
394,549 306,421
882,767 725,408

(2017 161 )



2018 12 31
(

22

240
80bp)

200
80bp)

23

12 31

Tier 1

2018 12 31
(2017
2,000

26
(2026 12
(2026 12
1,011
(2017 2,000

595.0

18
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99%bp
594.9
2018 2017
171,253 158,203
142,712 131,835
313,965 290,038
2018 2017
1,010,611 1,010,611
17,790 -
1,028,401 1,010,611
306,979 306,979
1,335,380 1,317,590
1,028
( « )



Tier 1

Tier 1
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24

25

OooooOodd
2018 Tier 1 8.8 (2017
) 23
2019 15 Tier 1 4.9
2018 12 31
(2017 )
2018
2,597 2,715
18 31
660 1,158
396 695
3,671 4,599
265 130
3,936 4,729
(2017
2018
913 1,012
9 9
371 620
223 372
1,516 2,013
157 87
1,673 2,100

95/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)

OooooOodd
2018 2017

- - 130,494 130,415

2,887,619 2,887,619 2,528,987 2,528,987

349,053 349,053 255,804 255,804

7,979,572 7,979,572 7,606,270 7,606,270

882,767 882,767 725,408 725,408

594,892 594,965 - -

313,965 315,925 290,038 292,882

476 (2017
337 )
( )
( ) ( )
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(2017 )
35.5
(2017  32.5 ) 27.4 (2017 22.6 )
51 ( )
2018
6,463,518 3,407,863 190,967 10,062,348
- 26,304,004 - 26,304,004
( ) - 478,902 - 478,902
- 4,147,087 - 4,147,087
300,048 388,241 133 688,422
5,698 14,298,870 596,978 14,901,546
- 410,655 - 410,655
6,769,264 49,435,622 788,078 56,992,964
8,678,912 508,617 - 9,187,529
- 19,711,331 - 19,711,331
( ) - 404,862 - 404,862
- 659,568 - 659,568
6,424 12,722,699 486,731 13,215,854
- 5,424,799 571,763 5,996,562
8,685,336 39,431,876 1,058,494 49,175,706

2017

97/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)

OooooOodd

5,537,102 2,921,558 - 8,458,660

- 22,459,995 - 22,459,995

- 985,285 - 985, 285

- 6,468,603 - 6,468,603

577,800 240,808 131 818,739

132 13,032,826 412,617 13,445,575

- 488,261 - 488,261

6,115,034 46,597,336 412,748 53,125,118

5,595,539 172,308 - 5,767,847

- 21,990,927 - 21,990,927

- 916,459 - 916,459

- 1,772,714 - 1,772,714

3,900 11,336,494 423,002 11,763,396

- 4,395,885 269,128 4,665,013

5,599,439 40,584,787 692,130 46,876,356

160.5
2017

- 300, 866 - 125 (401,672) (480,533)
/C ) - 146,834 - - 7,923 (9,913)
- - - 6 - -
- - - - - (38,002)

- (117,883) - - 19,015 42,764
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- 82,800 - - (52,485) (7,384)
. - - 4,217 223,940
12 31 - 412,617 - 131 (423,002) (269,128)
/(
) - 158,463 - - (36,267) (5,887)
2018
2017 12 31 - 412,617 - 131 (423,002) (269,128)
- - 131 (131) - -
2018
- 412,617 131 - (423,002) (269,128)
/C ) 11,079 293,321 - - (103,997) 50,358
- - 2 - - -
179,888 - - - - -
- - - - - (113,635)
- (108, 960) - - 40,268 54,578
- - - - - (299,738)
. - - - - 5,802
12 31 190,967 596,978 133 - (486,731) (571,763)
/(
) 11,079 294,140 - - (69,908) 62,241
2018 ( )
(52 ( ) )
2018
( )

2018 2017
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- 104
- (104)
12 31 - -
2018 12 31
(2017 )
572
(2017 269 )
2018 ( ) ( )
190,967 - 90.50 100.25
190,967 -
- 35.00 43.16
- 60.00  60.00
10.97 100.00
317,535 (129,719) 10.00 23.00 bp
- 35.00 70.00
- 45.00  60.00
- 65.00 65.00
55,089 (162,132) 9.69 18.22
7.00 7.00
51.70  82.00
51,646 (23,571) 1.00 1.00
- 25.00  75.00
- 2.59 5.39
170,759 (171,291)
1,949 (18) 90.50 100.25
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2017 ( ) ( )
- 43.16  50.12
_ 46.40  46.40
13.44 100.00
116,648 (68,769) 100.00 100.00
- 40.26  73.95
- 46.40 50.65
- 85.00 85.00
10.33  16.22
61,605 (130,864)
- 37.13 37.13
- 7.00 7.00
76.00  76.00
2.00 2.00
45,015 (33,549)
- 25.00 75.00
- 2.73 4.24
189,349 (189,820)
412,617 (423,002)
( )
(
)
(
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27
2018 2017
936 936
468 1,316
1,404 2,252
171 472
1,575 2,724
1,084 1,240
491 1,484
1,575 2,724
2018 12 31 (12.0) (2017  (12.6) )
14 15
28
2019 88 ( « )

29
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2018 2017
3,249,483 4,501,193
193,655 386,562
3,443,138 4,887,755
2018 2017
54,922,849 48,055,638 50,869,392 46,259,575
2018 2017
- 41,795
) (
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( SPV )
( )
SPV
2018 12 31

- 190,967 - 190,967
1,619,851 110,364 154,808 1,885,023
25,971 454,026 855,020 1,335,017
1,645,822 755,357 1,009,828 3,411,007
39,963 8,949 - 48,912
- 828,206 - 828,206
- 55,681 301,157 356,838
1,111 33,773 98,085 132,969
41,074 926,609 399,242 1,366,925
1,644,848 665,904 610,587 2,921,339

SPV

2017 12 31

- 409,170 - 409,170
1,727,992 129,965 202,276 2,060,233
- 455,534 671,558 1,127,092

15,322 - 1,785 17,107
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1,743,314 994,669 875,619 3,613,602
43,027 10,284 21,911 75,222
- 688,002 - 688,002
- 239,270 221,469 460,739
- 26,474 33,773 60,247
43,027 964,030 277,153 1,284,210
1,728,755 821,301 641,479 3,191,535
30
197.0 (2017 186.0 )
2020 31
31
2018
12
226,525 - - - - 226,525
9,187,529 - - - - 9,187,529
1,189,653 29,383,878 487,747 451,334 - 31,512,612
662,526 - - - - 662,526
7,979,572 - - - - 7,979,572
13,215,854 - - - - 13,215,854
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- 2,292,011 2,363,306 827,575 742,155 6,225,047
826,777 3,945 18,056 28,674 5,315 882,767
- 6,850 21,053 850,804 - 878,707
- - 2,539 10,478 323,565 336,582
33,288,436 31,686,684 2,892,701 2,168,865 1,071,035 71,107,721
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2017
12
88,311 - - - - 88,311
5,767,847 - - - - 5,767,847
700,499 31,969,119 1,408,147 668,136 - 34,745,901
392,671 1,415,773 - - - 1,808,444
7,606,270 - - - - 7,606,270
11,763,396 - - - - 11,763,396
- 1,497,658 1,582,657 939,793 734,476 4,754,584
648,336 29,308 6,324 41,440 - 725,408
- - 2,444 10,779 303,799 317,022
26,967,330 34,911,858 2,999,572 1,660,148 1,038,275 67,577,183
2018 2017

3,749 3,521
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2018 2017
4,170 4,170
4,170 4,170
12,510 12,510
25,020 29,190
45,870 50,040
20
33
32
59 (
)
(
) 32
2018 12 31
13,638,287 141,242 13,497,045
37,826,175 11,863,783 25,962,392
4,147,087 - 4,147,087
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55,611,549 12,005,025 43,606,524
12,373,981 139,352 12,234,629
31,506,790 11,795,459 19,711,331
659,568 - 659,568
44,540,339 11,934,811 32,605,528
2017 12 31
12,582,060 157,787 12,424,273
35,385,164 13,183,953 22,201,211
6,423,451 - 6,423,451
54,390,675 13,341,740 41,048,935
11,353,752 149,899 11,203,853
34,733,269 12,758,403 21,974,866
1,772,714 - 1,772,714
47,859,735 12,908,302 34,951,433
2018 12 31
8,572,142 1,427,179 8,402 3,489,322 1,404,501 14,901,546
937,883 143,037 24,818,442 63,030 341,612 26,304,004
41,376 - 4,072,105 33,606 - 4,147,087
9,551,401 1,570,216 28,898,949 3,585,958 1,746,113 45,352,637
8,572,142 2,363,291 43,315 1,255,881 981,225 13,215,854
937,883 - 18,524,982 248,466 - 19,711,331
41,376 - 611,455 6,737 - 659,568
9,551,401 2,363,291 19,179,752 1,511,084 981,225 33,586,753
2017 12 31
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7,611,830 1,757,407 3,065 3,051,971 1,021,302 13,445,575
2,585,193 109,389 19,461,670 44,959 389,278 22,590,489
223,352 - 6,166,497 33,602 45,152 6,468,603
10,420,375 1,866,796 25,631,232 3,130,532 1,455,732 42,504,667
7,611,830 2,341,586 36,279 1,214,158 559,543 11,763,396
2,585,193 29,338 19,335,784 24,551 16,061 21,990,927
223,352 - 1,538,795 10,567 - 1,772,714
10,420,375 2,370,924 20,910,858 1,249,276 575,605 35,527,038
34
2018
60 - 103,876 2,237 106,173
23,184 - 3,458 1,979 28,621
114 1,933 15,041,080 402,947 15,446,074
2,420,672 - 8,624,240 308,766 11,353,678
2017
- - 89,155 2,966 92,121
12,200 - 11,732 2,502 26,434
4,010 - 10,274,158 251,762 10,529,930
1,210,581 - 8,612,924 261,320 10,084,825
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Financial Statements

Company Income statemeant
For the year ended 31 Decamber Notes 2018 2017
E000 £°000
Intereat Income 3 18,670 20,928
Interest expense 4 (13,825 (4.433)
MNat Interast income 5844 16,493
Fees and commiszkons Incame @zE 74,021
Fees and commissions expense [22938) [18,50&)
Mait fees and commissions incomea 68,180 55515
Trading Income 20TAGT 250,896
Meat investment (axpensa)f Income (8.890) 2,050
Total operating Income 273,30 324,854
Bdministrative expenses 5 {190,298) (198,874)
Amartisation of iIntangible aessts 14 [18,388) {14,914)
Depreciation of property, plant and equipment 15 (3,358) [1,.067)
Total operating expenses (212.042) {216.855)
Share of loss In subsidary & [2557)
Profit on erdinary activities before taxation 58,702 108,099
Taxation 9 {15237 [2B.27E)
Profit attributable to owners of the company 42,775 79,823
The abowe results are derwed from continuing operations of the business.
Company statement of comprehensive Income
Forthe year ended 31 December 018 207
EQ00 E'000
Profit sfter bax 42,775 79,823
Other comprehensive Incoeme f (loss) from continuing operations:
Revaluation of securities at falr value through other comprehensive income (FYTOCI)
Met {losses) f gains from changee In fair valus (5.B84) 2562
Met lc=seE | (gaing) ransfermed to net profit 4539 [2.544)
Taxation 412 17
Cash flow hadging resarve
Met {los=es) f gains from changes In fair value may 765
Met {gaine) trarafered tonet profit (57E) (18]
Taxation 184 [B7)
Met investment hedge reserve
Chiamge In walue of the hedged tem due tochanges In spot rate 254
Charges In value of the hedging Instrument dus to changes In spot rate [254)
Taxatlon -
Total com prehensive Income not recycled to profitor loss 41,328 80,120
Other comprahensive Incomea f (loss) not recycled to profit or loss
Bcbuarial gairs In retirement benefit schames 1688 16,047
Taxation [447) [4,253)
Total other comprehensiva Incoma 1241 784
Total comprehansive income for the year attributable to owners of the company 42,570 1.8
1w
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Financial Statements (continued)

Company balance sheat
As &t 31 December MNotes 018 T
ED0D E000
ASSETS
Cashand balances at central banks 412, 491 are 430
Tradirg portfolio financial assets n 10,062 2438 2458660
Dervative finamcial Instruments 12 14,801,548 13,445,575
Rewverse repurchase agreements 26,304,004 22,450,895
Securities sold not delivered 478,802 GEE, 285
Equity finance assats M0,655 488,261
Cash callsteral on sscurities borrowed 4147087 6,468,603
Caeh collsteral paid to derivative counterparties 2887819 2528087
Loara and advances tobarks 2 - 130,484
Financial mstruments avallable for sale 213 - B18,738
Secirities at FYTOC] 213 GH8,422
Deferred tax assst 9 13,053 18,326
Intangible asssts 14 73,188 E5,7913
Property, plant and equipment =3 15,385 17,3513
Inwestrment In subsidary & 15,516 -
Other aszets 17 348053 255,804
Total assets 60,759,260 57,118,375
LIABILITIES
Deposits by barks 22655 BA.3M
Trading portfolio financial liabilties 1a 8187520 E767847
Dariwative fimamcial Instrurments 12 13,215,854 1,763,386
Repurchase agreaments 18.711.33 21980927
Securities bought not delivered 404,862 6,459
Cash collsteral on sscurlties lent E=8.5EE 177214
Caeh caollsteral recelved from derivative counterparties 7.979,572 7606270
Finarcial labilities deslgnated st fair value =] E,0D86562 4,665,013
Crther liabiities 20 BE2. 767 725,408
Serlor unsecured loan 21 504,882
Subordnated labilities 22 J139EE 230,028
Total Nabilities 58,173,427 55,586,383
EQUITY
Equity Instruments 23 1,335,380 1317580
COther reserves B3 2049
Retalned eamings 249 850 ‘2353
Total aquity 1.585.842 1531092
Total Habllities and agquity 60,759,260 57118375
Company Number: 16984098 m’ —
__.__b
The financial staternents on pages 19 to 60 and business and risk management policles Drawid Kimg
on pageE & to 16 were approved by the Board of Directors and autharised far 1ssue an Chief Exacutive Officar
28 February 2019 and signed on Its behalf by 28 February 2018
20
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Company statement of changes In aquity

Securittes Avallable Cash flow Cumulative

Equity held at forsale  hedging translation  Retalned Taotal
Instruments FVTOCI reserve reserve adjustment earnings equity
£'000 £'000 £000 £'000 £°000 £D00 £000

2017
As gt 1 January 2017 17,500 - 1,450 302 - 124470 144387
Profit after tax - - - - - 70,823 79,823
ATl coupan - - - - - (3743 13.743)
Avallable for sale Investments - - 35 - - - 35
Caeh flow hedges - - - 262 - - 262
Bctuarial loss - - - - - 1,784 nrad
As gt 31 December 2017 1317590 - 1485 564 - 212,353 1531092

20ma
Ag st 31 December 2017 1,317,500 - 1485 554 - 2,353 1,531,902
IFRS 9 adoption adjustment - 1485 {1,485} - - 104y 104)
A5 &t 1 January 2018 17500 1485 - 564 - n2240 1531888
Profit after tax - - - - - 42,775 42775
|z5ue of equity Irstruments 17700 - - - - - 17080
ATl coupan - - - - - {6, 4006) [6,408)
Securties held at FYTOC] - (938) - - - - {03g)
Cach flow hedges - - - (508) - - [508)
Revaluation an equity methaod Investment - - - - B4 - 254
Metirvestment hedge rec aseified from PEL - - - - (254) - [254)
Actuarial gan - - - - - 1.241 124
As &t 31 December 2018 1,335,380 547 - 56 - 249,850 1,585,842
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Financial Statements (continued)

Company cash flow statement
For the year ended 31 Decamber MNote 018 T
ED0D E000
Raconcillation of profit before tax to net cash flows from operating activities
Profit before tax E8.702 108,028
Adjustment for non-cash Itams:
Depreciation and Impairment of property, plant and equipment 3,358 3087
Amartization and Impairment of intangible assets 18,388 15,527
Met lc=s on disposal of property, plant and equipment and intanglble asssts 1443 180
Lss on Investment In subsidiary 24383
Impact of IFRS 9 adoption on opening balance sheet (A% 1]
#chuarial gainon penslon 1241 n7a4
Changes in operating assets and labiltles:
Met decrease | (Increass] In rading portfollo financial assets | labilties 1,815,204 [2.878,508)
Met {Increase] In derivative financial Instruments [2513) [TE2.374)
Met {Increase] In securities bought [ sold not delivered B2 (262,373)
Met {incresse) / decrease In reverse repurchase agreemeants (3844, 0:04) 19,924,376
Mt {decresse)im repurchase sgreemeants [2,279,506) (19,945,103)
Met decrease In loans and advances to banks - 63,572
Met decrease In as3ets st amortised cost 130,494 -
Met decrease In cash collakeral for securities and dervatives 1,223,040 2,382 9340
Met {incresse) / decrease cther azssts [10,300) 123,378
Met Increags In other liabllities 147626 251,881
Corporation tax pald (B194) (21,508)
Met cash used In operating activities (2,746,167) {994,052)
(Purchaze) of property, plant and equipment 1,390} {7158)
[Purchiaze] of Intangible assets (27T 226) (31,203
[Purchase) of avallable for sale Investments - (1,248,107)
[Purchiaze] of eecurties at FWTOCI [1.196,746) -
Inwestrment In subsidiary [T7.984) -
Proceeds from sale of redemption of svallable for sale Investments - 2287748
Proceeds from sale of redemption of securitles at FV TOCI 13127063
Other cash {outflows] / Inflows associated with Investing activities 1,448} a7
Met cash from investing activities 82,256 900,487
Proceads from Iesuance of ardinary share capital 17750
Proceeds from issuance of senior unsecured loan 504,882 -
Proceeds from financial liabilities designated at far value 10,838,582 B,712.851
Repayments of finandal labilities desigrated at fair values (0.207033) ({B,611,375)
lszuances and (redemption) of subordinated debt 23,827 f18.13)
Distributions pald to halders of AT1 capital (net of tax) (6, 40E) (3,744)
Meat cash from financing activities 1o 1,961.752 78,619
Met (decrease) { Increasa in cash and cash equivalents {T02,153) (14,846)
Opening cash ard cash equivalents aEE MO 3065
Met cash (decrease)/ Increase (BRO.O16) 394977
Farelgn exchange (5237 154,923
Closing cash and cash equivalents Lol 185,966 888,19
Cashand balances at central banks 412,491 a7e. 430
Deposits by barks (226,525) (38,311
Total cash and cash equivalents 0 185,066 888,119
2
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Notes on Financial Statements

1 Accounting policles

Basls of preparation of company accounts

The financld Information Includes the financial etatements of the
Company for the pear ended 31 December 2018, The financial
Infommnation hiae been prepared under the historicd cost convention
micdified by the revaluation to fair value of certain positions, and In
sooordance with Intermationa Financid Reporting Stardards (IFRS) a3
sdopted by the Eurapean Unkon and with the Companies Act 2006,

The financial stetements hiave been prepared on a going concern
basls due to expected future profitabllity ss well a5 the Company
continuing tobe of strateglc Importance to MUSHD:. The Company's
business ectivties, together with the fectors lkely to affect Its future
development, performance and posltion are set cut in the Strategic
Report on pages 1 to 2. The financial postion of the Company, its
liquidity position ard borrowing faclliies are described through the
financial etatemnants beginnimg an page 19, In addiion, the Business
and Rizsk Managemenit Polcles on peges 6to16include the Company's
objectives, policies and processes formanaging tecapltal; its financal
risk management objectives; and various forms of risk.

The Company haz conslderable financial resources as well as the
Company contiruing to be of strategic mportance to MUSHD; &=
evidenced by sddilonal capital ralsed during the comparative perod,
and contracts with both & broad range of customers and financial
Institutlons across different gecgraphilc areas. As 3 coneegquence,
the Directors believe that the Company 5 well placed to manage
Its busineas risks successfully deepite the current uncertain global
economic cutleok. The Directors have a reasonable expectation that
the Compary has sdequate resources to continue In operational
exletance for the foreseeshle future, Thue they continue to adopt the
gaing concem basis In preparing the annud fimandal statermnents.

Changes in company structura

Dwuring the period, the Company created a new subsidiary entity In
the Metherlands, contributing EUR 20,045,000 In return for 100%
of the ardinary share capltal. The new subaldiary forms an Integral
part of the Company's strategy to eddress the UK's exit from the
Eurcpean Unlon. The mew subsidiary recelwed appropriate licenses
during December 2018, but dd not have any material sctivity
during the peried beyond business sst up costs. Please refer to the
Birziness and Financial Review on page 2 far further information.

The Caompeny has elected to make use of the parent company
exempton within IFRS 10, exempting It from the requirement to
prepare consalidated financial steternents. The Company's parent,
MUSHD, has been consulted and does not abject to this appraach.
The consalidsted financial statements of MUSH Dinclude the results
of the Company and Its subsidiary. 8z such, the Investment In the
subaldiary 13 Included within these separate financial statements
using the equity method of accounting as defined In 145 28.

Use of estimates and judgements

The preparation of fimarcial infarmation requires the useof estimates
and |udgemerts about future conditions. The use of avallable
Information and the applicetion of assumptions are Inherent In the
farmation of estimates; actual resdts In the future may differ from
estimates upon which financlal Information 1= prepared.

Critical accounting policles where management estimates are
applied are:

* the waluation of financial Instruments (refer toMate 26),

* future cash flows of sssets which drive the Impairment
assessment of those assste mot carrled at fair value through
profit and loss, and

* discreticnary compersaton accruals following the change of
the performance review cycle a3 wel as related vesting and
payment dates (refer to Mote 5).

Critical sccounting policles where management judgement Is
applied are:

+ the ecoromic utlity of sssets which drive the Impairment
assessment of those assets mot carrled at fair wvalue through
profit and loss,

+ metrics which support the actuarlal valuation of the defined
benefit pension scheme (refer toMote 8),

+ zatisfaction of westing conditiores which relate to deferred
compensation arrangements, and

» recognition of deferred tax assets [refar to Note B).

The recognition of a deferred tax asset rellies on an assessment
of the probability and sufficlency of future taxable profits, future
rewersals of existing taxable temporary differences and orgoing
tax planning strategles. The most significant (udgements relate to
expected future profitability. See below for further comments an
falr value measurement of financial assets and llabilites.

Financial Instruments

The Company adopted IFRS 9 Financial Instruments with effect
from 1 January, 2018, Refer to Mote 2 below for an assessment of
the iImpact of adoption. Financial aessts and financial liabilities are
recognised when the Compeary becomes a party to the contractual
provdelons of the Imstrument (trade date accounting), and are Inltially
measured at falr valus.

Financial Assets

The clssfication of financial sssets 1= determined by a 2 step
process; analysis of the business model under which the assst Is
held; and, whare required, andysie of the contractual terms of the
financlal asset.

Assets held at amortised cost
Financial aesets may be measured at amortized cost [(ACT) where
they are:

* Held In a business model under which the Company Intends
ta hold the asset In order to collect payments of principal and
Interest, and

* The contractual terms of the assat give rise on specified dates to
caeh flowe that are solely payments of principal and Interest an
the principal amount cutstanding.

Where assets are held at amortised cost, the carrying wvalue Is
calculated using the effective Interest rate method less amy
Impalrmerit.
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Notes on Financial Statements (continued)

Thie categary I8 used for certaln reverss repurchaes ransactions
within the Company's treasury business which are used to source
sacurltles for the liguidity buffer, and as such, are intended to be
held far the duration of thelr contractual term.

MAssets hald at falr value through other comprehensive Income
Fimanclal sssets are measured &t far walue through other
comprehensive Income ["FYTOC) where they are:

* Held In a business model under which the Compary may elther
z&ll the asest or hald It Im order to collect contractual cash
flows, and

* The contractual terms of the asset give rise on specified dates
cash flows that are sclely payments of principal and Interest an
the principal amount outstanding.

Interest Incomie I8 recognieed In the Income statemeant using the
effective Interest method. Forelgn eschange gains or losses on
=asets held at FWTOC! are recognised In net rading Income. Cther
far value changes are recognized directly In sharehalder’s equity
within the Securities held st FWT3C) reserve untll the Investment s
sold or Impaired, at which tme the balance In equity 15 recognised
In theIncome statement.

Thie category le used for certaln high credit quality debt securities
purchased by the Comparny tosatiefy regulatory iquidity cbligations,
and &3 such, are avallable tobe sold at short motice to meet the cash
demands of the business.

MAssets held at falr value through profit or loss

Fimancial ssets are measured at fair value through profit or loss
["FWTPL) where they do not mest the crterla to be carrled under a
different claselfication. Such assets are Included In the trading book
where they are acquired ar Incurred principally for the purpose of
selling or repurchasing In te near term, ae part of a portfollo of
Identified financial Instruments that are managed together and far
which there |1z evidence of a recent actual pattern of shart-term
profit takineg, ar are derlvatives.

Such financial assets are recognised Initially st far walue, with
trarsaction costs taken to the Income statement, and are
subsequently remeasred at falr value. All subssquent gains and
loeses from changes In the falr walue of these assets and liabilities
together with relsted Interest Income, Interest experse and
dividerde, are recognised Im the Income statement within trading
Income ae they arkse.

The majority of the Companys financial sssets are hekd within
thie category.

Option to designate a financial asset at FVTPL

The Company may Imevocably designate a finamcial asset as held
at FVTPL upon Initial recogniion where doing so eliminates ar
significartly reduces & measurement or recognition Inconsistency
that would ctherwise arlse from carrying fimancial essets or financial
liabilities on diffarant bases.

24

Owption te carry certaln equity investments at FVTOCI

The Compary may make an Imevocable deskgnation for certain
Investments In equity securities, that would othensise be measured at
FWTPL, to present changes In far value through other comprehensive
Income. Where the Company choases this election, dividends on thoes
sacurities Wil be recorded through the L as the Company becomes
comrectuslly entiled toreceive them. Snyother gairs orlosses onthess
seoUrties, Included thase related tocumency translstion, are recorded In
other comprehandve Incomea and may not subsaquantly be redasaified
to PL, but may be transferred between elements of shareholder's equity.

Identification and measurement of Impalrment

The Company recognises expected credit losses within PL for
financlal aessts not carried at FWTPL (excepting equity securlties
carrled at FWTOChH. Expected credit losses are estimated as a
function of the probability of defsult, loss given default, and the
Company’s exposure &t default: and represent the difference
betwesn all contractual cash flows that are due under the contract
and all the cash flows thst the Company expects to receive,
discountad at the ariginal effective Interest rate of the Instrument.

The Company records 12 month expected losses fior those assets
which hawve mot experienced a significant Incresse In credit Ask
slmce Initlal recognition, and Ifetme expected losses for those
assets which have been subject to significant Increases In credit risk
lnce Initial recognition or which are recognised &s credit Impalred.
Significant Increases In credit risk are ssseesed by analysis of
published credit ratings and cther factors where appropriate. The
Company assumes that there has been mo significant Incresss in
credit risk where the asset |18 determined to be of low credt risk at
the reparting date. An as==t has low credit risk where It has been
asslgned an external rating within the Investment grade range.

The Compary calculates 12 maonth expected loeses for the majorty
of asests held due to the high credit quality of Instruments within
the AC and FWTOCI categories. 12 month expected credit losses
represant that portion of Iifetime expected credit losses which result
from defaut events on the asset that are possible within 12 months
of the reporting date.

Financial Liabilities

Financial labilities are held at amortised cost except where they
meet the condiions listed below to be carrled st FYTPL. Where
liabilitles are held at amortized cost, the camying walue I8 calculated
uzing the effactive Interest rate method.

Trading labilities

Cerivatives, short positiors in debt (bonds, pase through notes and
asset backed securities) and equity securities, or poatiors which are
part of a portfolle of Identfied financial Instruments that are managed
together and far which there I8 evidence of a recent actud pattern of
shart-term profit taking, are clessfied asheldfor frading. Such financial
liabiltiez are recognised Initally at far valus, with transaction costs
taken to the Income staberment, and are subssquently remeasured at
far value. &l subsequent gains and losses from changee In the fair
value of thess lisbiltles together with related Interest Income, Interest
experae ard dividends, are recognised In the Income statement
within tradng Income as they arlse.
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Financial liabilities designated at F¥TPL

Financial labilities, cther than those held for trading, are classified In
thie categary if they mest one or more of the criteria sst cut below,
and are 50 deslgnated by management upon Initial recognition. The
Company may deslgnate finarcial labilities at fair value when doing
5o results In miore relevant Information duse to the folkowing:

* |t eliminates or significantly reduces vduation or recogniton
Imconsistencles that would otherwise arise from measuring
financial asssts or financial labllities, ar recognising gaine and
losses an them, on different bazes. Under this criterion, the
main class of finandal Instruments desigrated by the Company
Includes medium term note lesues and money market loane and
depasits. The return on certain Instruments has been matched
with derlwatives. An scocounting mismatch would anse IF the debt
securities and money market transactions wene sccounted far
at amartised coet, because the relasted derivatives are measured
at fair value with mowemenits In the fair value taken through the
Income staterment. By designating these assets and llabilites st
fair value, the mavemnent In thelr Fair value will also be recorded
I the Income statement.

* Groups of financial assets, financial lisbilities or combinations
thereof are managed and ther performance evaluated, an & falr
vaue basie In accordance with a documented risk management
arlrwestmeant strategy, and Information about groups of financial
Irstruments I reported to management on that basis.

= Certaln financial instruments contain one or more embedded
derivatives that significantly modify the cash flows resulting
from thaose financial Instruments.

Where finamcial liabilities have beesn designated as &t FWTPL,
miowemenits In thelr value due to changes In the Company's own
credit risk are required to be recorded through cther comprehensive
Income. s the Company does not hawe slgnificant debt Iesuances
to external Investors, it messures changes In the value of lBsued
debt due to movements In own credit by assessing movements In
the credit spread charged by Inwestors when they purchase newly
Issued debt from the treasury fumction of the Immediate parent. The
Company sources funds through this treasury function, and carries
a credit rating coraslstent with its Immediate parent. Dus to the
stability of funding costs achieved by the Immediate parent, these
changes In vwalue were not material during the period.

&l ather subsequent gains and losses from changes In the fair
walue of these liabllities, tagether with related Interest expenss are
recognised In the Income statement.

Issued debt - financial Hab ity vs equity classification

lezued financld Instruments or thelr compenents are classified
a3 equity when there Is mo contrectual cbligation to tranafer cash,
cther financial assets or Issue a varlable number of the Compary's
own equity Instruments te the holder of the instrument. The
procesde of the Issue are recorded directly In equity, and held at
historical cost. Incremental costs directly attributable to the Issue
of equity Imatruments are shown In equity as a deduction from the
procesds, net of tax. Dividerds and ather returns to equity holders
are recognised as a deduction from distributable reserves within
equity when paid or declared by the Compary.

Izsued fimancial iInstrumenits or thelr components are classified as
liabilities ¥ the urderlying contrect results In & present obligation
for the Company to elther dellver cash, ancther financial assst,or a
variable number of the Company's own equity shares to the holder
of the Instrument. Financial llabilities are measursd at amortized
cost, except for trading liabilities and liabilities designated at fair
value, which are held st fair value through profit and loss.

Where Izsued financial Instruments contain both lability and equity
components, these are sccounted for separately. The fair value of
the debt Iz estimated first and the remainder of the proceeds are
Included within equity.

Embedded derivatives

Deerivatives may be embedded In cther contractual arrangements.
Embedd=d derivatives are freated as separste derivatives when
thair economic characteristics and risks are not clearly and closely
related tothase of the host: the terme of the embedded dervatives
would meet the definition of a stand-alone derivative If they were
contained In a eeparate contract; and the combined contract Is
a financlal lability rat held for trading or designated at far value.
Thess embedded derivatives are messured st fair value with
changes In falr walue recognised In the Income statement.

The Company has embedded derlvatives within Itz lssued
structured notes portfollo. Those notes are carrled st FYTPL under
the fair value aption.

Repurchass and resale agreements
Securities which hawve besn sold subject to an agreement to

repurchase remain on the balance sheet and a liability besed on
the net present walue of the assoclated future cash out Flows Is
recorded within llabilites. Securities acguired In purchass and
resale transsctions are not recognieed an the balance sheet and an
asset based on the net present value of the sssociated future cash
recelpts Is recorded within aseats.

Certain transacticrs which are managed by the Tressury business
are recorded &s loans and recelvables (reverse repurchase
agreements). && such, the balarces recorded In assets are
subsequently remessured only to reflect the accrual of Interest or
expected credt kosses.

All other zale and repurchasze and reverse repurchasze agreemeants
are treated &3 treding Instruments. &3 such, the balances recorded
In ssests and llabllities are subsequently remeasured at fair value.
Galne and lossee from changes In the fair walue of the sssociated
cash flows are recognised In the Income statemnent as they arkse.
Aezets and labilities are offset and the net amount reported on the
balance shest when there Is a legally enfarceabls right to offset
the recognised amounts and there 15 an Intention to ssttle an a
net basls.

15
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Notes on Financial Statements (continued)

Dertvatives

‘Where confracts mest the definition of a derlvative within IFRS 3,
they are recognised Initlially, and are subsequertly remeasured,
at fair value. All changes In fair value, except for certain gaire and
loeses ralsted to cash flow hedges and net Investment hedges, are
recognised In the Income statement within treding Income &3 they
artse. Falr values are cbtained from quoted market prices In sctive
markets, or using waluation techmiques where an active market
does not exist. Vel uation technigues Include discounted cash flow
miedels, recent market transactions and opticn pricing models &
appropriate. All derlvatives are classified as sssets when their fair
walue Is poaitive or as llabilites when their far value 15 negative.
Diarivatives are recognised using trade date sccountng.

The company makes use of the exemption from dervative
socounting permitted within the standard for regular way purchiases
and salee of securiies - these are sccounted for using trede date
socounting - see above,

Financial essets and liabilities are of feet and the net amount reported
on the balance shest f, and orly IF, the entity currenty has a legally
enforceable right of offsst and there 15 an Intention tosattle on & net
basls, or to realies am asset and settle the lability simultaneously. In
many cases, even though master metting sgreements are In plecs,
the related assets and liabllities are presented gross on the balance
sheet a5 these requirements are not met.

The value of derlvative contracts has been adjusted to Include the
Impact of counterparty credit risk ("CWA") and the cost and benefit
of future funding ("FVAT). The Impect of changes In the Compary's
owm credit risk ("OVAT) 18 materlally Included within the application
of Fv#. The Compary Is the beneficiary of an Intercompany
guarantee from MUFG Bank which provides the Company with
protection sgainst default ower a portfiollo of corporate derieatives.
Thie guarantes does not meet the definition in IFRS 9 of & financial
guarantee, and as such Is sccounted for &3 a credit derivative.

Collateral

Cash collateral pledged by the Company on dertvative and cther
liabilities I= classified &= an aseet within financial asssts at amaortised
coet. Cash collateral pledged by counterparties 1s classified within
financial liabllties st amortised cost. Thess balances are nitaly
rmieasured at far value and subseguently messured st amortised cost.

‘Where securiies are posted to counterparties as collateral against
liabilities of the Company the security wil beretaimedon theCompary's
balance shest and wil not Impact the recarded liability. Collateral
recaived In the fomn of securities 18 rot recorded on the balance eheat.

Derecognition of financial assets and labilities

Financial assste are derscogrised when the rights to recelve cash
flows from the assets hawve expired; or when the Company has
transferred both 1ts contractud right to recelve the cash flows of
the financial sseets, and substantially all the risks and rewards
of cwnership; or where control 18 not retained. Financial liabilities
are derecognised when they are extinguished, that 15 when the
cbligation Is discharged, cancelled or expired.

26

Hedge accounting

The Compary has elected to mantain the hedge accountng
reguirements of A5 39, and has not adopted the revised hedge
accounting guidance under IFRS 8 for this period. At the Inception
of a hedging relstionship, the Company documents the relstionship
between the hedging Instruments and the hedged Iteme, Its Ask
management abjective and 5 strategy for undertaking the hedge.
The Compary slo requires 8 documentsd assessment, both
at hedge Inception and an an ongoing basiz (both prospective
and retrospective effectiveness), of whether ar not the hedging
Instrumerits are highly effective in offeetting the changes in the fair
values of the hedged temns sttributable to the hedged risks. Hadges
are deslgnated by the Company ss either. hedges of the change
In falr value of recogniesd aesets or liabilities (*falr value hedges");
hedges of the variability of cash flows atiributable to a recognised
asset or llability or a forecast transaction ("cash flow hedges™) or
hedges of 3 net Investment In a farelgn cpearatan.

Fairvalue hedges
Changes In the fair value of dervatives that are designated, and

qualify, as fair value hedging Instruments are recorded Inthe Income
etatement, along with changes in the fair value of the hedged azsets,
liabilities or groupes thereof that are attributable to the hedged risk.
If & hedging relstionship no longer meets the criterla for hedge
accounting, the cumulative adjustment to the carrying amount
of the hedged item Is amortised to the Income statement based
on & recalculated effective Interest rate over the residusl pertod to
maturity, unless the hedged tem has been derecognisad, Inwhich
case, It 15 released to the Income statement Immedistaly.

Cash flow hadges

The effective portion of changes In the Fair value of derlvatives that
are designated and qualfy as cash flow hedges Is recognised In
sharehalder's eguity within the cash flow hedging reserve. Ay gain
of loss In far value relating t2 an Ineffective portlon |15 recognised
Immediately In the Income statement. &mounts accumulated
In equity are recycled to the Income statement In the perlods In
which the hedged tem will affect profit or loss. When a hedging
Instrumenit expilres or Iz sold, or when a hedge no langer mests the
criterla for hedge accounting, any cumulative gain or ose existing
In equity at that tme remains In equity untll the hedged trarmsction
Is recogrized In the Income statement. When a hedged forecast
trangaction 18 nie konger expected to occur, the cumulative gain or
loes that was reported In equity 1z Immedistely transferrad to the
Income staterment.

Net investment hedges

The effective portion of changes In the Fair value of derlvatives that
are deslgnated and qualify as net iInvestment hedges Is recognised
In sharehclder's equity within Other comprehensive Income.
Any gain of loes In fair walue relating to an Ineffectve porton
Is recognised Immediately In the Income statement. Amounts
accumulated In equity are recycled to the Income statemeant only
when the subsidary |5 de-recognised. When a hedgirg Instrument
expires or Is sold, or when a hedge no konger meets the crikeria far
hedge accounting, ary cumulative gain or loss existing In equity at
that time remalns In eguity untll the subsidiary I8 de-recognised.
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Falr value measurement of financial assets and liabilitles

Fair value Is the amount for which an ssset could be sold, or a
lizbility transfarred, between knowledgeable, willng parties In an
arm'e lemgth transacticn on the measurement date.

When avallable, the Compary measres the fair value of an
Instrument uwsing guoted prices In an active market for that
Instrurmenit. & market 15 regarded =3 sctive If quoted prices are
readily and regularly avallable and represent actual and regularly
ococurring market trangactions an an arm's length basis.

If the market for a financial retrument 18 not active, the Compeary
establishes far value ueing valuation techniques. Vdustion technigques
Include LEing recent arm's length trarsactions between knowledgeable,
willireg parties (If avalable), refarence to the cument far vdue of ather
Irstrurments thiat are subetantially the same, discounted cashiflowanaly sis
and option pridng models. The chosen valuation technique makes
rmaxmum use of market Inputs, reles as litle s: possible on estimates
speckictothe Company, Incorpormates all factors that market participants
wodd conslder inosstting @ price, and I8 conaktent with eccaphed
ecoromic methoddoges for picing financial iInstuments. Inputs o
valustion techniques reasonsbly represent market expectstions and
measures of the rigk-retumn fectors Inherent In the financia metrument.
The Compeary calbrates vaustion techniques and tests them for validity
using prices from observable cument market trarsactions In the same
Irstrurnent or basad on ather avalable cbearvable market data.

When uncbservable market data has a signfficant impact on the
valustion of financial Instruments and the model vauations ndcate
Inkial profits or losses on the transsction, the entire initlal gain or loss s
niot recagnised iImmediately in the Income statemeant. The Infal gain ar
ks Is mieasured as the difference In far value ndcated by the valustion
madel price and the transaction price. Thesegaing of osses are defemed
and recognised over the life of the ranssction on a syebermnstic: basis, ar
whien the Inputs become chearvable, or the trerssction matures o 15
clozed out, or when the Company entere Into an elgible offsetting or
ecoromic hedging transacton which provides & market data point to
demonstrete cbearvablivy of the unobesrvable Inputis). Refer to Moke 26
for further detall on the fair value of financial Imstruments.

Transactions in which the Company acts as an agent

Where the Company &cte 38 an intermediary on behalf of ancther
entity and does not have exposure o the sigrificant Asks and rewsrds
sssociated with the sctivities performed, it s determined to be acting
In an =gency capaciy. When examining relationships, MUE{EMEA)
reviewswhich entity has pimary responsibllicy for providing serdcesto
customers, has inventory risk, has letitude to establish pricee, or bears
cradit risk of the transection. In the absence of evidence ar analysis o
thie conitrary, MUS{EMES) wil follow the legal form of trareactions and
arangemeants will be reported as princlpa relationships.

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

Management fees and commission
Manmagement fees and commisslon are recognised In the pericd
during which the management service has been provded.

Client mon ey segregation

TheCompary holdsmaoney on behalf of zome dients Inaccordance
with the Client Money Rules of the Financial Conduct Sutharity.
Such manies and the cormeaponding amounts due to clients are not
held an the balance sheat s the clients retain beneficial cwnarship.

Net Interest income

The Interest balarces presented within the Income statement
represent the returra and costs tothe firm of holding regulatory buffer
s3sets and kong term Investment poeltione. These positions are hekd
and manzged within the Treasury function. Inkerest Income represents
coupon Income and amortisston of any premium or decount arlsing
upan purchase of sscurties held at FWTCOC] and certain reverse
repurchase agreements held at Amortised Ciost. Interest expense
represents the cost of funding these poaltiors and Incudes the cost
of repurchase agreaments held s liablities at smaortised cost, Interest
payable on subordinated debt, Interest payable on senkor uneecured
debt which Is carried st amortised cost and Interest coats on other
sources of funds that support these rvestments.

Any coupon recelvable or payable on ems which are part of the
trading actidties of the Company are Included directly within
Trading Income.

Forelgn currencies

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

Monetary sssets and liabilities denominated In foreign currencles
and open forward forelgn exchange confracts are translated using
the rate of exchange prevalling at the balance sheet date. Galns or
Ioeses on tranzlation ereincluded in the Income statermant.

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

Property. plant and equipment and intangible assats

Property, plant and equipment and Intang@ble sssste are measured
gt cost lees accumulated deprecistion and any accumulsted
Impairment losses.

Experditure to bring purchased software Into operstional use and
Internally developed software are recognised &s Intanglble assets
when the Compary conslders that the software will be ussed In &
manner that will generste future economic benefits ard can rellably
measure the coats of developmenit.

All fieed sssete are reviewed for Impairment on an amnual basis.
Assets are Impalred where it Iz consldered that the fubure sconomic
beneft of the ssset Is lower than 1ts carrdng amount. Such
Impairmenit losees are Included directly In the Income statement.

7
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Notes on Financial Statements (continued)

Depreciation s provided to write off the cost less estimated reslidual
walue of tangible fimed assets and Intangble software sssets by
equal Instalments over thelr estimated useful lives as follows:
Leasshald Improvements 10-25 years or owver the
remainimg term of the leass

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

Leases

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

Finance leases are caphtaliesd a3 assets st the lower of the fair
walue of the property which 1z beirg leased or the present value
of the minimum lesse payments. The Income statement Is affected
by both depreciation of the capitalised asset and Interest on the
minimum lease payment labilivy.

An operating lesse | & lease other than a finance lease. Operating
lease paymente are recognised as an expenss on a stralght line
basls over the leass term.

Investments in subsidiaries

The Company has elected to make use of the parent company
exempton within IFRS 10, exempting It from the requirement to
prepare consalidated financial statements. The Company's parent,
MUSHD, has been consulted and does not abject to this approsach.
The consalidated financial statements of MUSH Dinclude the results
of the Company and Its subsidiary. 8= such, the Investment In the
subaidiary 13 Included within these separate financial statements
using the equity method of accounting as defined in 145 28.

Under the equity method of accounting, the Initial Investment In
the subsidiary Ie recorded at cost In the functional currency of the
Company. The value of the Irvestment will mat be re-messured after
the Initlal recordng date, except for the following:

* The Company's share of the net profit  loes of the subsidiary at
each reporting date - recording any net Income |/ (expenzs) a8 a
galn/ (loss] In the PL and an Incresse | (decreaes) In the value of
the equity Investment

= Any dividends or distributione received from the subeidiary will
reduce the value of the Investment on the balance shest

= Movemenits In the value of the equity method Investment due to
changes In forelgn currency exchange rates across perlods will
be recorded In COther Comprehenslive Income.

Tamation

Taxation comprses current and deferred tee. Current tax and
defarred tax are recognised In the Income statement excapt tothe
extent that they relate to ltems recognised directly In equity.
Current tax Is the expected tax payable or recelvable on the taxable

a8

Income ar loss for the year, uelng tax rates enscted of substantively
enachked at the reporting date, and any adjustment to tad payable in
respect of previous years.

Dweferred tax b8 recogrised In respect of all temporary differences
and tax loeses that have orginated but mot rewersed by the balance
sheet date. Temporary differences are divergences between the
Company's results for tax purposes and its results as stated In the
financial statements that arlise from the Inclusion of Income and
expensss In tax assessments In pericds different from thoss in
which they are recognised In the financid statements. Temporary
differences and tax loeses are taken Into account IF they have
originated prior to the balance sheet date and are expected to
renerss In one ar more future periods.

Deferred tax Is calculated at the tax rates that are expected to be
applled to temporary differences or tax kosses when they reverse,
based on the laws that hawe been enacted or substantively enacted
by the reporting date. Defermed tax assets and lisblities are offeat
If there I= & legally enforceable right to offzet current tax liabilities
&Jainat curment tax assets, and they relate to taxes levied by the same
tae authority on the same taxable entity, or on dfferent taxable entitles
which mitend to setthe current tax liabiltes and sssets on a net basks.

A deferred tax asest s recognised for unused tax losses and ather
deductible temporary differences to the extent that It 13 probable
that future tacable profits will be avallable agairst which they can
be utilised. Deferred tax assets are revewed at each reporting date
and are reduced to the extent that It 15 no lkonger probable that the
relsted tax benefit will be reslised.

Dweferred tax balances are not discounted.

Employes benefits

5taff are remunerated through both salary and annual performance
based discretionary compensation awards. Performance based
awards are calculated annually, and reflect the performance of
bath the Inddual and the Company during that snnual peried.
Portions of performance based awards are pald by the Company
on defarred terma. From 2011 ocriwards, & portion of these deferred
awards for certan employees subject 1o the PR&'s Remunerstion
Cade Iz linked to the performance of the share price of MUFG.
Thess awards are termed Motlonal Stock Units (ML),

Where peyments are made on a defarred basie and the cash value
I5 fimed &t the sward date, the Company recognises the costs of the
deferred awards during the pericd that the award Is made, even
though caeh paymente will mot be made until future periods. The
Company conslders that this treatment most effectively represents
the costs of employee compeansation for the perlod.

Where peyments are made on a deferred basie and the cash value
I5 linked t> the MUFG share price, the Compary amartises the
expected cost of the sward across the entire deferral pericd, and
records as an expense only that portion which s deemed to have
acocrued durimg the current period. The Company reconds post
grant date changes In the value of the tobal sward due to changes in
the MUFZ share price directly through expenses.
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Penslons

The Compary maintaing both & defimed contributon pension
scheme and a defined benefit penslon scheme (the defined benefit
scheme |z chosed to new entrants ard to future accruals).

Far the defined contribution scheme, penslon coste are charged to
the Income statement which represent the contributions payable to
the echeme In respect of the accounting period.

Far the defined benefit scheme, pension scheme asssts are
messured wsing markst wvalue. Pension scheme liabilities are
messured using a projected unit method and discounted at the
current rate of return on high quality corporate bonds of equivalent
term and currency to the liability. Any Increase In the present value
of the liabilities of the Company's defined bensfit pension scheme
expectsd to arlse from employee service In the perod Ie charged
to Profit on ordimary activities before taxation. The expectad rsturn
on the scheme's assets and the Incresse during the period In the
present value of the scheme's liabilities arlsing from the passage
of time are Included In sdministrative expenses. Actuaral gairs
and losses are recognissed In the statement of total comprehensive
Income. Deficits In the scheme are recognised In the Company's
balance sheet. Surpluses are only recognised to the extent that
they are recosverable through reduced contributions In the future or
through refunds from the schemes.

The Company recognises the effect of material changes to the
terms of Its defimed benefit pension scheme which reduce future
benefits a8 curtallments; gains and losees are recognised In the
Income statement when the curtallments coour.

The Compary revalues its defined benefit scheme at 30 June and
31 December each year, In coneultation with the scheme's sctuary.
The sssumptions urderlyng the calculstions are used to determing
the expected Income statement charge for the year going forward.

Future Accounting Develcpments

The followirg standards, which have been lssued but are not yet
required to be applied, are likely to have an iImpact on the entity's
financlal reports {note, standards or amendments which are mot
expects=d to have an Impact on the Company’s financld reparting
have nat bean summanzed hers):

IFRS 16 Lesses

IFRS 18 requires lessees to record opersting leasss on the Balance
Sheet a5 an aseet (the right to use the leased item) and & financial
ligbility {the discounted value of future lease payments). &n optlonal
exemption exists for shart-term and low-value lesses which the
Company Intends toutilise, Thelincomestatement lsaffected by these
changes: operating lease expenses are replaced by depreciation of
the right of us= asset ard Interest sccretion representingthe reversal
of discounting agairst the future lease payments liability. Operating
lease payments are currently Included within operating cash flows
under current sccounting stardards, under IFRS 16, cash payments
sgalnat operating leases will be reflected as finamcing cash flows
within the Compary’s cash flow statement, with any Interest on the
lease liablity recorded as aperating cash flows.

The standard Is required to be applied to annual pericds beginning
onar after 1 January 2019,

The Compary has Identified mon-cancellsble operating lesses relating
toits primary office space and certain data centres whichwil reguire to
be recarded an balance sheet under the new standard. The estimated
Impact of sdoption at 1st January, 2019 wil b= an Increase In aessts of
£35 8 million, anImcresse Inliabllities of £33 .8 milllon, and a decrease
In retained eamings brought forward of £4.0 millan. The Campany
plane to use the modified retrospectve method of sdoption, and will
not edjust comparative balances for the 2018 period.

After adoption, comesponding annual caesh out flows of
approximately £5.4 million will be reported as financing caeh flows
rather than cperating cash flows.

It 1z expectad that the subsidiary balance sheat will alzo be sffected
due to non-cancellable lesses on premises In both the Metherlands
and France. Due to the presentation of this entity under the equity
method of eccounting, and the relative recency of the start of these
leases, the Impact on the Comparny 15 expected tobe Immaterial.

Amendments to [FRS 9 Prepayment Features with Negative
Compensation

The amendments clarify the guidance within IFRS 3 relating the
assessment of whether cash flows within a8 contract represent
solely psyments of principal or Interest. Specifically, where a
contract Includes a prepayment feature and the party exercizing the
option may elther pay of recelve reasonable compensation for the
prepayment, any negative compensation does not automaticaly
preciude the cantract from passing the assessment.

The amendment applies to annual periods beginning on ar after
1 Jamuary 2018, with earller spplication permitted. The Compary
does not anticlpate that the application of the amerdments wil
hawe an Impact on the financial statements.

Amendments to A5 28 Long-term Interests in Assoclates and
Joint Ventures

The amendment clarfies that IFRS 9, including s Impairment
requirements, appliee to long-term Interests. Furthermore, In
applying IFRS B to lang-term Interests, an antity does nat take Into
acocount adjustments to thelr carrying amount required by 185 28
(e, adjustments to the carryng amount of long-term Interssts
arlsing from the allocstion of losses of the Investes of assesament
of Imparment In eccordance with 145 28).

The amendments apply retroepectively to annual reporting pericds
beginnirg onar after 1 January 2019, Earller application is permitted.

The Company anticipated that the application of the amendments
will not have an iImpact on the financial statements.
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Notes on Financial Statements (continued)

Annual Improvements to IFRS Standards 2075-2017 Cyele
Amendments to IFRS .3 Business Combinations, IFRS 11 Joint
Arrangements, [AS 12 Income Taxes and A5 23 Borrowing Costs
The Annual Improvemenits Include amendments to four Standards:

* [4512 Income Taxes

The amendments clarify that an entity should recognise the
Imcome tax consequences of dividends In profit ar loss, other
comprehensive Income of equity sccording to where the
entity ariginally recognissd the transactions that generated the
distributable profits. This s the case Imespectve of whether
different tax rates apply to dstributed and undistributed profics.

This change may affect thelire 1tem In which certain tax Impacts
relating to coupon payments on additional capital iInstruments
are reparked.

= [AS 23 Bomowing Costs , IFRS 3 Business Combinations, IFRS 11
loint Arrangements

Thess amendments are not expected to have an Impact on the
financial statements of the Compary.

&ll the amendments are effective for anrusal perlods beginning on ar
after 1 January 2019 ard generally require prospective application.
Earlier applcation s permitied.

2  First time adoptien of accounting standards

In the current year, the following rew and revised Standards and
Interpretations hawe been adopted when preparing the amounts
reported In thess Financial Staterments. Only those Standards
which are pertinent to the Company are summarized:

= [FRS B - Financlal Instruments

The Compary has sdopted IFRS 9 an & retrospective basis from
1 January 2018 with the cumulstive Impact of Initial applicaton
recorded In opening retalined earnings. Comparative data has mot
b reatated.

IFRS 9, replaced 185 39 Financial Instruments: Recognition and
Measurement, effective for perieds beginning on or after 1 January
2018, The standard 1s s=parated Into three component parts, the
Impact of each Is detalled below:

Classiflcation and measurement

IFRS 8 Intreduces mew requirements for the categoreation of
financlal essets which are based on the business model under
which those asests are managed and thelr contractual cash flow
characteristics. Financial agsets are measured elther at:

* amortised cost (CAC"), whers the businese model Is to arlginate
ar buy and hold the aesst In order to collect contrectual cash
flows, and those cash flows represent only repayments of
principal and Interest,

20

+ fair walue through profit or loss ("FVTPL), where the business
madel 15 short term profit taking (trading bocok) or far value
aption electione are made, or

+ fair value through other comprebensive Income (TFYTOCT,
where assets are held In & business medel whose objective Is
achieved eithar by sale ar collection of contractual cash flows;
and the contractual cash flows represent only repayments of
principal and Interest.

The Company may also elect to camy sssets at fair value where
doing so significantly reduces measurement of  recognition
Inconsistencies {le. where measuring sssets and lisbilities on
different bases would create an accountirg mismatch).

Canelstent with the pricr trestment under 185 39, the vast majorty
of the Company's assets are recognised at falr value through
prafit or loes within the treding book under IFRS 9 reflecting the
Company's business model. Posiions are typically maintained to
service client requests, are traded directly or sk exposures of those
positions are traded through mitigating transactions to protect
prafits. Certain busineeses hold aseets for longer perlods Inorder to
provide funding to clients, these exposures typlcally contain exctic
risks [e.g. equity or structured credit) and would rat meet the sclely
paymenits of principal or Interest requirements of the standard. As
such, these assets are also camrled at fair value through profit or loss.

Certain positions within the Company's Treasury business do not
maet these criterla. The Compary's liquidity buffer ass=t portfolio
conalets of high credit quality liquid debt securities which are
held to satisfy regulstory requirements; asset =ales from this
paortfollo may be required to support caeh needs of the business.
The liquidity buffer Is predominantly held In the farm of securlties
rather than cash In order to enhance yield. &z such, this portfalio
Is carrled &t fair value through other comprehersive Income. The
Treasury business alse source liquid assets through securlties
barrocwing transactione which are typlcally held to term and which
are comprised of contractual cash flows representing only principal
and Interest - these trades are carmed at amortised cost.

The eccounting for financial labilities 18 largely unchanged by IFRS 9,
and the Company expects to continue with the priar cassification of
these positions. IFRS B requires entitles to record changes in the fair
value of liablities, for which the fair value option has been elected,
due to maowements In the credit sk of the entity through ather
comprehensive Income. The Compary malntains a portfolio of
Issued structured notes and Intercompany loane under the fair value
optlon. Thes= liablltles are not actively traded In the market, with
natee typlcally 1ssued via private placement to lapaness Irvestors
via an affillate. The valuation of these positions currently Includes
conelderation of the Compary's cost of funds, which Incdludes the
Impact of cwn credit risk. The Company has aseessed the change in
value of these securties due to changes in own credit with reference
to published credit assessmeants and a prosy coat of funds curve
where this can be sourced without undue cost or effart. Inlight of the
observed stability of the promy spread for own credit, the Company
has sssessed this change In value to be Immaterid.
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Impairment of financial instruments

Under IFRS 0, expected credit loeses are required to be recognissd
far all assets which are notcarrled at falr value through profit ar loes.
Twelve maonths expected loeses must now be recognised drecty
In the Income Statement upon Initial recognition of assets, which
Incresses to ifetime expected lossas where assets are subject to
slignificant credit deterloration after Initial recognition.

#3 noted on page 30, the Company has two portfolios which are
niot camed at fair value through profit or loss; high credt qualicy
ligud asszetz and certain securities borrowing transactions on
the Treasury desk. Due to the high credit quality of the securities
held within these portfolios and the collateralization awallable for
securitles borrowing transactions, the slze of expected credit loezes
&t trarsition and at the end of the year Is nat significant.

Hedge accounting

Mew rules are prowided for hedge sccounting, mare closely
aligned with risk management practices, reducing the recessity
far guartitative effectivensss testing, and remowing rules for
waluntary deaignation and de-designation cutside of documented

Balance shest axtracts

Assets

Loars and advances tobanks
Financid azsets avalable for sale
Securities at FYWTOCI

Deferred tax asset

Liabllities

Financid llabilities designated st fair value

Equity
Retained earmings

risk management activty. IFRS 9 includes an cption for reporting
entities to defer sdopticn of the hedge accountng guikdance and to
retaln the hedge eccounting guldance within 145 38, The Company
has electad tomake this accounting policy cholcs, and will continue
to use the 145 30 model. This accounting policy chalce wil be
resdesed In future periods to determine the benefits of transitioning
tothe new IFRS B model. It s expected that this policy cholcewillbe
remiowed when the standard governing macro hedge accounting
Ie 1z5ued.

Impsct of IFRS 8

IFRS 9 has been adopted without reststing comparstive
Information . The reclaselfications and adjustments arsing from the
new Impairment rues were therefore not reflected In the restated
balance sheet ag at 31 December 2017, but were recognised In the
opening balance shest on 1 January 2018.

Thetable shows the sdjustments recognised for each balance sheet
line e affected by the changes (refer page 20). Mote, the Impact
of cown credt risk on the valuation of financial labilites designated
&t falr value Is Immaterial:

IFRS 8 Adoption

as at Reclassification  Application of Restated at
2017 of assats ECL resarve ofo2018
E'000 000 E'000 E£°000
130,454 - 4] 130,480

B18,73 (B18.738)
818,738 818,739
18,306 35 18,43
4,655,013 4665012
212353 - o4 212,249
o
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Notes on Financial Statements (continued)

* [FR515 - Revenuee from contrects with customers

The Company has adopted IFRS 15 on a retrospective basis with the
cumulativeeffect of Initid applicationrecorded Inretained earnings.

IFR5 15 Iz effective for perods beginning on or after 1 lanuary 2018,
It replaces 145 18 Revenue and 1AS 11 Construction Contrects, and
applies to all contracts with customers except leases, financlal
Instruments and Insurance contracts. |t establishez a stepwise
mixdel for revenue recognition which requires dentification of
contracts, separating thase contracts Into discrete performance
cbligatlions, allocating corsmideration to each cbligaton, and
recognising revenue cnly once each cbligation Is satisfled. Due o
the nature of the Company's business as a dient service focussd
financial institution, much of the Compary’s rewenue arlsss from
financial Instrument transactione and I8 not within the scope of
thiz standard.

#s such, the iImplementation focused on business aress where
services are provided to cllents or affillates, particulardy within
the Capital Markets and Structured businesses. Due to the shart
term mature of mary of the Comparny's contrects and the nature
of services specified within those contracts, the Company has
Identfied no changes to the timing of revenue recogrition across
the contracts reviewed, and as such, the adjustment to opening

3 Imterest income and similar income

Interast on non-tradng assets

Interest on loans and receivables from banks

retained eamings upon sdoption 15 nil. The amount of revenue
recognised from contracts with customers for the year erded 31
Decemnber 20018 was £92,116k.

= |FRIC 22 - Forelgn Currency Translatiors ard  Adwance
Conalderation

This Interpretation clarfies that when sn entity pays ar recelves
conakderation In advance In a forelgn currency, the date of the
transection for the purpose of determining the exchange rate to uss
to recond the tranaaction 1s the date that the advance conaideration s
pald or recelved . The Impact on the Company upon adoption was nil.

* Amendmente to IFRS 2 - Claesfication and Measurement of
Share-based Payment Transactions

Thess amendments contain three main clarfications: that the
accounting for the effects of westing and non-vesting conditions
on cash-settled share-based payments should follow the same
approach &8 for equity-settled share-based payments: how to
account for a modfication of a shane-based payment that changes
the trameacton from cash-settled to equity-settled; and how to
claselfy share-based payment transactiors with net settlament
festures for withholding tax obligatiors. The Impact on the
Company upon adoption was nil.

s m7
E000D E'000
19564 18,325

ol 280
18,670 20,926

‘Interast on loans and receivables from banks' Includes reverse repas reported at amortised cost, which ware Impacted by negative ELIR

and JPY rates durimg 2017 and 2018,

4  Interest expense

Interest on non-tradng llabilites
Interest on loans and payables to banks
Interest on senlor unsecured loan

Interest on subordinated liabilities

e m7
E000 E000
2302 1460
545

5028
2508 2378
13,826 4,433

‘Interest on senior unsecured koan’ refere to the Intercompany unsubordinated debt Issued to the Company's Immediate parent, MUSHD in

July 2018 {refer Note 21),

‘Interest on subordnated liabilites’ refiers to Imtercompany subordinated debt lssued to the Companys Immedate parent, MUSHD (refer

Mate 27).

a2
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5 Administrative expenses

o8 m7

£000 £°000

‘Wages and salarles 108,348 12,019
Retirament benefits 5,457 5,645
Social securlty costs 15,800 174
Parsonnel expensas 130,615 143,678
Auditor's remuneration (Mote 6) Tel2 B2
Operating lease rentals: property 3,748 351
Other administrative expense 55,170 50878
Ganeral and administrative axpanses 58,881 55,106
Total administrative e xpenses 180,266 198,874

The average numbser of employees of the Company was 646 (2017: 623), spiit 181:455 (2017: 164:465) between front office and support

ataff respectively.

During the year, the Company charged the performarce review cycle to align with that of ita Parent. In future, discretionary comperastion
will be swarded for the period 1 April through 31 March: with vesting and payment dates amended accordingly. These changes do not

Impact swards from previous periods.

& Auditor’s remuneration

The analkyels of the auditor’s remureration ks a3 follows:

2018 M7
£000 £000

Fees payable to the Company's auditer for audit and other services
Statutory sudit fees 523 485
Audit related assurance servces B3 &1
Cither assurance services 124 121
Services relating to corporate finance 34 34
744 681
Fees payable to the Company's suditor In reapect of assoclated peralen schames 12 18
Total auditor's remuneration T2 609
23
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Notes on Financial Statements (continued)

T Share based payment plans

Motlonal Stock Units
The Company awarded N5Us toa rumber of employess during the year. The N5Us are deferred ower a pericd of 3, 5 o 7 years, depending
on award date ard the Individuals role, and track the performance of MUFGS shares (see sccounting policles).

amsa T
No. Units Mo. Units
[Releie)] Value [eie el Value

Mo. of N§Us outstanding as at 1 January 4,470 4,740
Granted during the year:
Mo. of N5Lks granted o= 1,945
alue In £'000 equivalent at grant date 1837 10278
Less
Mo, of NSUs vested during the year {2,426) 12,265)
Mo.of NELs forfelted [ cancelled {unwested)
Mo. of N5Us as at 31 December 2,422 4,470
Failr value of sutstanding N5Us at 31 December £'000 8,973 22,810
MAwverage share price atvesting / payment (JPY) 675 (4]

8 Retirement benefits

The Company prosides a defined contribution pension scheme, the Group Persanal Penaion Plan ((GPPPT), for employess of the Company.
The assets of the scheme are held separately from those of the Company In an Independently administered fund. The cost for the period
recognised In the Income statement waa £5.5 milllon (2017 £5.6 milllon).

The Compary also provides a funded, final salary, defined benefit penzion scheme which was closed to new entrants and future accrual
In 201. The assets of the scheme are held separstely from those of the Company In & segregsted fund sdministered by trustess. The
scheme Is deemed to be a reglstered penslon scheme under the terms of Schedule 36 of the Finance Act 2004 with scheme funding target
chjectives set by this act. Penalon valuations are undertaken by iIndependent qualified actuary with reparting guidelines set by the Technical
Bchuarial Standard with calculstions conalstent with the Intermational Accounting Standard (7145197,

&n update to the latest actuarial valuaticn wae performed as at 31 Decaember 2078 and the principal actuarial szssumptons at the balance
shest date were &3 follows:

e m7

% %

Discount rate 200 260
RPlinflation sssumptan .40 345
CPlinflation sssumpton 240 245
LPI peralon Increass assumption 335 345

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

The underying mortaity assumpton s based upon the standard table known as S52FXA_L on a year of birth usage with CMI_2017 future
Improvement factors with along term anmual rate of future Improvement of 1. 25% poa. (2017: 52FXA_L on a year of birth usage with CM1_2016
future Improvement fectars with & long term annual rate of future Improvemeant of 1.25% pa ). This results In the following life expectancies:

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

24

128/178



EDINETOOOO
ODOo0ooDOoO0oDo0ooo00boo0OoOoo(eoesss)
oOoOooodn

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

018 7

£000 £000

Present walue of funded cbligations (129,135) ({185,705)
Fair value of plan assets 183822 20,644
Recognisable surplus/ (deficit) in the schema 24,687 15,840
Related deferred tax assst | (llabilty) [{=4=% =] (4,200
Met pension asset [ (Hability) 18,148 11,649

The amounts recognised In the Income statement within administrative expenses tolal £540k credit (2017: £114k debit). The projected
Incomee for the calendar year 2019 18 £718k credit within administrative expenses.

All scheme costs are met directly by the Company ard are therefore excluded from these disclosures.

Charges to the present vaue of the scheme llabilites far the year end are as follows:

2018 M7
£000 £000
Present walue of unfunded obligation at opening 185,705 180,481
Interest cost 4,812 5478
Past service cost az
Bctuarial remeasurament [17.236) 3,502
Benefits pald 14,213} [127E5)
Curtallments | settlements (16}
Present value of obligation at clesing 156,135 185,795
Charges In the fair value of the scheme assets for the year end are ss follows:
2018 2017
£000 £000
Fair walue of plan assets at opening 201,644 181780
Expected returm on plan assets 5,320 5,364
Actuarial remeasurament 15,548) 19,638
Benefits pald by fund 14,213} {12768)
Cantributions pald by the Company B,B1D 1627
Fairvalue of scheme assets atclosing 183,822 201,644

The expected contributicn to b= paid by the Company for the forthcoming year (year ending 31 Decembier 2018] 1s Nil.
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Notes on Financial Statements (continued)

8 Retirement benefits (continued)

The market walue of total scheme assets for the year end are a3 follows:

s m7

£000 £°000

LK equities A6, 000 45,165

COiwerseasz equities 99,150 13,351

Bhealute return 32367 20926

Property funds 2054 1880
UK corporate bonds 357

Cash 3804 2,212

Total 183,822 201,644

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

The amounts recogrised In Cther Comprehersive Income for the year end are as follows:

2018 07T

£000 £000

Actud retum less expectad return on scheme assats {15,548) 18634

Experlenced gains and losses arlsing an scheme liabllities [A7n 3385

Chamges In azsumptions underlying the present value of scheme lizbilites 17,273 (E,287)

Actuarial galn recognised In OC1 1688 16,047
Movemnant In recogrizable surplus [ (deficit) during the year are as follows:

2018 o7

£000 £000

Surplus / (deficit) at start of year 15,849 77

Income [/ (expense) recogniesd In Income statement 40 mH

Caontributions pald by the comparny 6,610 1627

Recognized sctuarial gain 1,688 18,047

Surplus at end of year 24,687 15,849

Anakysls of present value of echeme liabilities:

2018 07T

% %

Cefarred members T4 T7

Current persioners 28 23

Total 100 el
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The below table shows the Impact on the present value pleced on the scheme’s liabilities of the stated changes to the sctuarial sssumptions
[refer page 35). These sensitivities have been determined by a full recalculation of the present value using the different assumptions and are
therefare fully accurate (2017 zame approach).

018 27
% %
Discount rate +- 0.5% 10041 417413
RFl ard CFl +/- 0.5% +3/-3 +4)-3
Life expectancy +- 1 year +4/-4 +4/-4
Penslon Increase (In payment and deferment) +/- 0.5% +3/-3 +4/-3
The welghted average duration of the scheme llabilities 1s approximately 22 years (2017 25 years)
9 Applicable taxes
2018 T
E000 E0D0
UK corporation tax
Currerit year (7Bz2) [20,767)
Bdjustments Im respect of prior years 1277 2352
(9,009) [18,415)
Foralgn tax
Currert year (1,30m (1.248)
Bdjustmints Im respect of prior years
Total current tax {10, 400) (19,763)
Dafarred tax
Orrigination ard reversal of timing differerces [8,503) 6,810
Effect of reduction In rate used to recognise defermed tax asssts - (339
Bdjustmints Im respect of prior years are [1.264)
Total deferred tax (5.527) (8.513)
Total tax axpanss (15.927) (28.276)

Corporation tax |5 calculated at 27% (2017: 27.25%) of the estimated taxable profit for the year The decrease In tax rate reflects a reduction in
the standard rate of corporation tax from 20% to 19% effactive 1 &pril 2017, The Company continues to be subject to the 8% corporation tax
surcharge applicable to banks and brokers.
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Notes on Financial Statements (continued)

9 Applicable taxes (continued)

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

018 27
E000 E000
Profit on erdinary activities before taxation E8.702 108,088
Tax at the UK corporation tax rate of 27% (2017 27.25%) (158500 (20,457)
Tax effect of experses that are not deductible iIn determining taxable profits [1=] (402
Fareign tax sufferad o449y (DEZ)
Defarred tax pricr year sdjustment are [1.264)
Effect of reduction In rate used to recognise deferned tax aessts - (339
Realisation of deferred tax assets presously valued below current year statutory rate 163 e
Currenit tax prior year adjustment 1,277 2352
Share of group bank surchange allowance 1,752 1600
Tax Impact of loss In subsidiary (a0
Tax expense for the year (15.927) (28.276)

In addition to the amount charged tothe Income statement, the following amounts relsted to tax have been recognised In Equity:

2018 27

£000D E0O0
Current tax
ATl coupan 2,360 1,402
Deferred tax
Itams that will not be reclassifled subsequently to profitand loss
Remeasurement of net defined benefit llability (447} [4,253)
Itams that may be reclassified subsaquently to profit or loss
Secrties held at FYTOC] losses [ [gaing] In period 412 0
Caeh flow hedges loeses | {(gans] In period 184 {87
Total Income tax recognised in other comprehansive income 2,518 (2.921)
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Deaferred tax assats

The followirg are the deferred tax sssets and liabilities recognized by the Company and movements thereon during the current reporting
pefiod.

Balance asat  Adjustment Charge Balance as at

1 January to spening o profit Charge 31Decembear

2018 reserves or loss o O] 2018

£000 £000 £'000 £'000 £'000

Accalerated tax depreciation 4724 - mn - 4,007
Deferred compensation 0,523 - 73 - a,rao
Spreading of IFR33 transitional adjustment - 35 L1} - n
Spreading of IFRS13 transiticnal adjustment 1844 - (277 - 1,667
Caceh flow hedge reserve [203) - - 184 13
Secrties at FYTOCI (014) - Rkl 412 [3M)
Retirerment b=nefit cbligations [4.200) - {1,892 [447) [8,530)
Tax kosess 7522 - {2,035) - 5,487
Total 18,386 35 (5.52T) 148 13.053

Deferred tax aseets are walued st the applicable corporation tax rate based on the period In which the underlying temporary difference Is
expected to reverse. The deferred tax assets abowe have been recognised based on supporting profit forecaste demonstrating sufficlent
future profits against which the asests can be utllised. Under UK tax rules, tax loeses can be camed forward Indefinikely. The offset of pre
April 2015 losses carrled forward by UK banke and brokers 1s imited to 25% of taxable profits. Whilst the restriction on the use of carmed
farward losses will rezult In tham being utllised over & longer perod It ehould rot Impact the ultimate recoserability of the losees and hence
adefarred tax asset hes been recogrised.

10 Notes to the Cash flow statement

Caeh and cash equivalents comprise caeh and shart-term bank deposits with an original maturity of thres months or lese, net of outstanding
bank owerdrafte. The carrylng amount of these assets 15 approximately equal to their face value. Gash and cash equivalents as shown In the
statement of cash flows can be reconciled to the related itema in the bdance shest position as shown below.

s m7

£000 £°000

Cashand balances at central banks 412,491 976,430
Deposits by barks repayable on demand (226,525) (38,311
Total cash and cash equivalents 185,966 sag.ne
0
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Notes on Financial Statements (continued)

10 Notes to the Cash flow statement (continued)

The table below details changes to the Company's liabilities artsing from financing activities, Including both cash and non-cash changes.

Effect of
changes
Balance as at Financing In forelgn  Balance as at
1 January cash and Changes in axchange 31 Decembar
2018  Interest flows falr values rates 2018
£000 £'000 £°000 £D00 £000
Chwn Iszued notes 1657863 74,841 (182123} 140178 1687758
Commercial paper 1,300,603 [318.822) (B06) 3765 SEE.240
Other financial labilities a2 076 530,135 (1,900, ag712 1,717,875
MUSHD loan fadility A4.47 778,585 194} moa 1,603,839
Senlor unsecured loan - 574,508 - 20,384 594532
Subordnated labilities 00038 1z - 23915 313885
Total labilities from financing activities 4,955,051 1.750,310 (187.826) 387084 6,905,419
1 Trading portfolle financial assats
2018 2017
£000 £000
Gaovernment bords 2527064 3,082,975
Carporation bords 1054613 054,544
Other public sector securities 344,974 104 057
Total debt securities 3,926,651 4,151,676
Equity Instrumenits 6,135,897 4,306,084
Total trading portfolio financial assats 10,062,348 8,458,660
Of which lsted:
Dbt zecurities 3,680,227 3,652,197
Equity Instrurmerits 3,796,715 2,383,457
Of which unlistad:
Debt securities 246,424 450,479
Equity Instruments 2,33R.082 1043527
10,062,348 8,458,660
4
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12 Derlvative financial instruments

2018
Motlonal Falr valua Fair valua
amount asEets labilities
£°000 ET00 E000
Darivatives held for trading
Forelgn exchange contracte 25Rn.AaN Barr? 47130
Interest rate contracts 2088603633 8,470,452 TEXATO08
Credit derivative contracts 32,855,773 BO0513 231351
Equity contracts 15,363,479 433,536 268,82
Commedities contracts gsLar 170,750 17,290
Total trading contracts 3.296,000,685 4,901,437 13,213,483
Derivatives designated as falr value hedges
Interest rate swsps contracts 396,024 108 127
Dearivatives designated as cash flow hadges
Currency swaps contracts 1832 el 1]
Forward foreign exchange contracts 191,962 17484
Derivatives designated as net investment hedges
Currency swaps Contracts 15,948 52
Total hedging comtracts 605,764 108 23M
Total derivatives financlal Instruments 3,287.506.449 14,901,546 13,115,854
o7
Motlonal Falr value Falrvalue
amount asaats Nabilitlies
E°Q00 E000 £ 000
Derivatives held for trading
Forelgn exchange contracts 236,051,624 4406534 3675016
Interest rate contracts 2,383,234,225 8,145,835 T407.319
Credit derivative contracts 24312408 E3e.0m 279,104
Equity contracts 18,294,904 158,780 206052
Commodities contracts BOB8, 260 188,350 180,822
Total trading contracts 2,663,001599 13,442,000 11,766,312
Derivatives designated as falr value hedges
Interest rate swaps contracts 488573 =]
Derivatives designated as cash flow hedges
Forward foreign exchange contracts 401,532 3575 7015
Total hedging contracts 880,105 3575 7.083
Total derivatives financial instruments 2,664,701, 704 13,445,575 N.763.306

OTC credit derivatives Include a credit dervative asset, which relstes to a financlal guarantee provided by a group compary, MUFG Bark, for
the uncaolateralised derlvatives exposures within a portfollo of corporate counterparties. At year end the present value of this derivative totalled
£3289m (2017: £249m), this amounit i offset by & CWA adjustment In respect of the exposure to the underlying corporate counterparties. This

largely pertains to Interest rate and foreign exchange contracts.
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Notes on Financial Statements (continued)

12 Derivative financial instruments (comtinued)

CWA 15 measured on & portfollo basls by counterparty, and later allocated st a traneaction lesel for financlal reporting; allocations are based
on absalute dervative notlional values.

018 2017

£000 £°000
Gains and losses arising from fair value hadges:
On hedgirg Instrumerits 15,8584 11,642
0On the hedged items attributable to the hadged risk f15,540) (10,473
Metgalns 124 1169
Gains and losses arising from net investment hedges:
0On hedgireg Instruments [256)
0On the hedged items attributable to the hedged risk 54
Met losses (i -

The gains and loeses on Ineffective portions of fair value hedgee are recognised Immediately in Trading Income.

Theret movementin cash flow hedging reserves comprises additions tothe balance from movemenits Inthe value of derivatives designated
In effective hedges and reclassfications of balances from the reserve Imto Treding Income. The closing reserve balance 13 presented net of
tax. Reserve balances are transferred to the Income statement In the same perlods during which the hedged ttema affect profit ar less. The
galne and loeses on neffective portions of dervatives designated In cash flow and net Investment hedging relationships are recognized
Immediately In Trading Income In the Income statement. During the year, the Ineffectivenese recorded In the Income statement was not
sigrificant {2017 not significant).

Fair value hedges principally conalst of Interest rate swaps thet are used to probect egalnst changes In the fair value of bonds due ko
miowemenits In market Interest rates. Caeh flow hedges conslet of fareign currency exchange contracts to hedge the forelign currency rizks
artsing from recognised financlal sssets denominated In forelgn curmencles. Net Investment hedges consist of farelign currency exchange
contracts to hedge the forelgn currency risks arlsing from the revaluation of the Investment In subsaldiary.

Met Irvestment hedges coralst of fareign curency exchange contracts to hedge the exposure to forelgn currency which ariees from
translation of the equity method Investment.
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13 Securities at falr value through other comprehenshve income

The following table gives the carrng value of securities at fair value through other comprehensive iIncome (2078) and Securities avallable
far eale (2017) by major claselfications.

018 07

£000 £°000

Government bords 192,236 459,802

Other public sector securities 485 250 358 706
Carporate bonds 10,764

Total debt securities 688,289 818,608

Equity Inetrumenits 133 13

Total securities at FVTOC] 688,422 §18.739

Expected credit losses have been calculated for securities within this category and reported as an adjustment ta both profit or loss and OC1
Expected credit losses as at 3 December 2018 were Edk.

During 2017, Investments with urrealised losses of more than 12 months were assessed for Impairment. Based an the credit risk profile of the
counterparties iInvalved, it was been determined that Impalrment has rot arlsen at the reporting date.

14 Intangible assets

Capital
Software lease asset Total
£'000 £'000 £°000

Cost
A3 gt 1 January 2017 125,240 498 125,248
Addtions 30700 503 31,293
Impairmerit 513 - (E13)
Disposals (18T - [181)
Az at 31 December 2017 155,255 1.092 156,347
Addtions e - 27226
Impairmerit 1.443) - {1,443)
Disposals
Az at 31 December 2018 181.038 1,082 182130
Amortisation
A3 gt 1 January 2017 75534 142 75,676
Chiarge faor the Year 14,645 268 14914
Disposals [26) - 13E]
Az at 31 December 2017 90,143 an 80,654
Chiarge faor the Year 1B.N9 268 18,288
Disposals
Az at 31 December 2018 108,262 (514 108.942
Carrying amounit:
Az at 31 December 2017 65,12 a81 65,783
Az at 31 December 2018 T2.776 a2 73188
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Notes on Financial Statements (continued)

15 Property, plant and equipment

Office Offlce
Leasahold furntture &  machinary & Capital
Improvements fittings equipment lease asset Tatal
£000 £°000 £°000 £D00 £000
Cost
As gt 1 January 2017 12320 1483 200:0 1200 36,143
Additions T2 T8 3945 a4 7154
Dispoeals 43 - =] - 52
As gt 31 December 2017 13,0908 1561 23,0988 3,704 43,250
Additions 32 - 1358 - 1390
Disposale - - - -
As gt 31 December 2018 14,03 1561 25,344 3,704 44,640
Depraciation
B3 5t 1 January 2017 4,080 1,435 16965 356 22848
Charge for the year 284 18 1217 248 3,087
Dispoeals o - (B} - {1g)
As gt 31 December 2017 4,954 1,453 18,176 134 25,8097
Charge for the year 922 30 1458 243 3358
Disposale -
As gt 31 December 2018 5876 1,483 19,634 2,262 29,255
Carrying amaunt
As &t 31 Decembear 2017 9,045 108 5810 2,390 17,353
As &t 31 Decembear 2018 8,155 T8 510 1442 15.385
16 Investment in subsidiary
018 T
£000 £000
Ba gt 1 lanuary
Initial Investment g
Purchase of equity a8l
Share of net loss {2557)
Impact of faresign currency revalustion T4
As at 31 Decembear 15,516 -

On 22 March 20N8, the Compary formed a wholly owned subsldiary Incorporated In The Metherlands. The subsidiary, MUS{EL), and its
branch Inm Pariz are central to our strategy to support the continued servcing of clients acroes Europe after the UK's exit from the Buropean
Unizn. MUS(EL) was granted a MIFID || Irvestmant Firm Licence in The Netherlande In December 2018. Az at the date of signing this repart,
the entity had not yet commenced trading.
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17 Other assets
o8 m7
£000 £°000
Prepayments and sccrued Income 11,356 1,025
Current taxation 1148 3435
Penalon azset (Mote B) 24,687 15,849
Crther debtors anpez 225,495
340,053 255,804

‘Other debtors’ Is driven by margin deposits at brokers and central clearers £213m (2017: £168m), the remaining balance 15 driven by
Intercompany recelvables as well as default fund deposits.

18 Trading portfollo financial liabilities

2018 27
£000 £000
Gaovernment bonds 5414043 3,883,549
Corporation bords 483,75 03815
Other public sectar securities 42,012 15,153
Total debt securities 5,950,680 3,882,617
Equity Instruments 3,236,840 1775,230
Total trading portfolie financial Nabilities 8,167,528 5767847
Of which listed:
Debt securities 5588798 3,977.487
Equity Instrumerts 3236849 1707202
Of which unlisted:
Debt securities 361,881 15,150
Equity Instruments - 67938

8,187,520 5.TET.84T
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Notes on Financial Statements (continued)

19 Financial liabilities designated at falr valus

2018 201

£'000 £000

Dwm Iz5ued notes 1,687,758 1,657,863
Commercid paper 086,840 1,300,603
Crther financial lakiltes 1,17.875 283,076
MLUISHD loan facility 1603689 4,47

5.906,562 4,665,013

e ssued notes Include lesuances with structured payment profiles. The Company 1ssues these notes to ralse term funding and satisfy
Inwestor demand, and carries them at fair walue through profit and loss. The structured return profiles iInclude securities which pay coupon
only where certain conditions relsting to equity performancs, forelgn currency movements, or other factors are meat.

Commercia paper represents ehort tarm Issuances where the funding typically carries a 3 month term.

Crther finarcial labllties represent funded swap transactions.

MUSHD lan facility represents senlor unsscared Intercompany borowings lent under an uncommitted loan fadlity which allows the
Ciompany to borrow funds from MILSH D

The Company has assessed the change In value of these lisbilities due to changes In own credt with reference to published credit

asEesaments and a prowy coet of funds curve. In light of the chserved stability of the prowy spresd for cwn credit, the Compary has
aseessed this chamge In valus to be Immaterid .

20 Other lisbilities

o8 m7

£000 £°000

Payables to structured entities 7775 406,342
Tax ard social security 10,450 12,645
Cither creditars 304,549 306,421
882,767 725408

'Other creditars’ i5 driven by margin and collateral related balances E263m (2017: E161m), the remainirg balance Is driven by compensstion
related scoruals, Intercompany payables and brokerage feea.

2 Senlor unsecured loan

0On 26 July 2018, the Company Issusd USD 750 milllon contingent subordinated senior sscurities to MUSHD. The securities contain an
embsedded option for the lssuer to corwert them to MREL compliant instnuments upon the Company recelving such notice from the UK
resclution authority. The embedded MREL amendment option may be exsrcised by the Company within 20 days of recelpt of notfication
fram the UK reaclution suthorty of both the terme and amount of MREL that the authorty requires of the Company.

Interest on these securities wil be pald quarterly with fixings egainst 3-manth USD LIBOR: +29bps. The converslon to MREL compliant debt
does not affect the rate of interest pald, though the debt may be written off IF reguired by the UK rezalution autharity.

The securities are carrled st amortised cost of £534.0 millon with an equivalent fair walue of £585.0 millon as st 31 December 20718
[refar toMate 26).
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22 Suberdinated liabilities

018 T
EQDD E000
JPY 240 billien floating rate loan due December 2026 st 6-month JPY LIBOR +20bps 17,253 158,203
JPY 2000 billlan floating rate loan due December 2026 at 6-month JPY LIBOR +80bps 142,112 131835
313,965 290,038
Subordinated koans are agreed betwesn the Company and Its Immediate parent, MUSHD.
23 Equity Instrumants
018 27
E00D E000
Ordinary shares of £1each:
Share capital as at 1 January 101081 1,010,861
lz=ued during the year 17780
Allotted, called up and fully paid as at 31 December 1,028,401 1.010,6T
Additienal Tier 1capital 306,979 306,979
Total aquity Instruments 1,335,380 1.317.590

At 31 Decembsr 2018, the Company hag In 1ssue, £1,028 million 20017 £1,011 milllien) £1 ordinary shares which carmy no Aght to fixed income.
The company has authorised share capital of £2,000 million (2017: £2,000 millan) with a rominal walue of £1 per share.

Durirg the year, the Company Issued an additond £18 million ordinary share capital to MUSHD (matched by an equivalent EUR Issuance by
MUS(EL to the Company). This Issuance iz In line with the capital Injection strategy for MUS{EL].

fddiional Tier 1 capital Instrumenits are lesued to MUSHD. The Instruments Include a contingent corwerslon feature which has the effect of
conwerting the instruments to ordinary share capital of the Company IF 2 igger ewvent, being a breach of minimum Commaon Equity Tier 1
capital ratio, occurs at any tme. The Instruments are perpetual and are subordinated to senlor creditors and subordinated loan creditars of

the Company. The Instruments bear a floating rate of Interest. All Interest payments are cancellable In certain circumstances, where certain
distribution tests are breached, and are non-cumul ative.

24 Distributions on equity Instruments

In 208, the Directars approved total coupon payments on Additienal Tier 10°AT17) capital Instruments of £8.2 million (2077 £5.1 milllon). Refer
to Maote 23 for terms of Issuance

On 15 January 2019, the Directors approved & coupon payment on the AT1 capital Instruments of £4.8 million. The amount hes not been
socrued Imthe results for the year ended 31 December 2018 as it was not due at that date.

Mo ardinary dividends were approved ar pald durirg the year (2007 M)
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Notes on Financial Statements (continued)

25 Reporton Directors’ remuneration and interests

2018 017

£000 £000

Shiort term emphloyment benefits 2,587 215
Post employment bensfits 12 n
Cther long term bensfits (=] 1158
Mational share based payments 36 G605
Ramuneration of key managament personnal 3.6M 4,500
Realized MTM [ interest on M5Us & other long term benefits 285 130
Total remuneration of key management parsonnal 3.936 4,728

The number of Directars who were members of the Group defined contribution perscnal pension plan during the period was reduced to 2

[2017: 30

MSUs are cash settled swarde linkad to the share price of the ulimate holding company, MUFG. Deferred N5U compensation expense is
pro-rated ecrass the entire deferral period. Deferred cash compensation experss 8 recognised during the perod the award 1s made.

Mon-exscutive Directors provided by other Group companles recelve no fees or other remuneration for their services tothe Company. The
key management are the same personnel as the Directors of the Company.

The emclumenits of the highest pald Director were &3 follows:

018 T

£000 £000

Shiort term emphkoyment benefits a12 1012
Poet employment benefits o g
Other lang term benefits n 820
Motional share based payments 223 an
Remuneration award 1.516 2,013
Realised MTM/ interest on N5LUs & other long term benefits 157 &7
Total remuneration 1673 2100
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26 Falr value of financial instruments

The majority of the Compary's aesets and llabllities are carrled on the balance sheet at fair value, In which caze fair vaue s aqual to the
carrying value. The following table presents & comparlson by category of book amounts and Fair value of the Company's financial assets
and llabilites for those Items whikch are mot carried st far value on the balance sheet.

2me 2T
Carrying Fair Carrying Fair
value value value valus
£°000 EDOO £000 £°000
Assats
Rewverse repurchase agreements - - 130,454 130,415
Caeh collateral paid to derlvative counterparties 2887610 2,887,610 2528087 2528087
Other asssts 340,053 340,053 255,804 255,804
Liabilities
Caeh caollsteral recelved from derivative counterparties 7870572 7879572 7806270 TEO6, 2D
Other labilties 282767 282,767 75,408 725,408
Senlor unsecursd loan 504,892 S94.865
Subordnated labilities N3865 315,025 0,038 203 882

F¥losses of EAT&m (2017 gain of £337m) were recognised on financlal assets and llabilities not carried at fair walue, driven by revaluation of
cash collaterd receied from derivative counterparties. The currency exposure |z economically hedged with Instruments held at fair value,
with FX gains and losees and sssoclated falr value gains and lasses being recognised net In the Income statement as trading Income,

Valuation of financlal assets and liabilities

‘aluation techniques Incorporate essumptions about factors that other market participants would use In their waluations, Including Interest
rate yleld curves, exchange rates, volatilities and prepayment and default rates. The Company measures fair value using the following fair
walue hlerarchy that reflacte the significance of the Inputs used Im making measuremenis:

* Lewvel 1: Quoted markst price (unadjusted) In an active market for an 1dentica Instrument.

* Level 2: Valustion techniques besed on observable inputs, either directly (|.e. a5 pricea) or Indirectly (2. derived from prices). This
category Includes Instrumenits valued using quoted markst pricee In sctive markets for similar iInstruments; guoted prices for Identical ar
similar Irstrurmnents In markets that are consldered less than active; or other waluation techniques whers all ignificant Inputs are directly
or Indirectly observable fraom market data.

*  Lewvel 3: Valuation technigues using significant unobservable Inputs. This category Includes all Instrumenits where the valuation techrigue
Includes Inputs not besed on obeervable data and the uncbservable Inputs have a significant effect an the Instrument's valuston.
Thiz category Includes Instrumants that are valued based on quoted prices for eimilar Instruments where significant uncbservable
adustments of assumptions are required toreflect differences between the Instruments.

lezued structured notes and certain ather hybrid Instrument liabilites are designated at fair value. The spread applied to these Instruments
Is derived from the spreads st which the Company lssues structured notes. The change in fair value due to credit risk on theee Instruments
Is not significant (207 not skgnificant).

The falr value of certain financlal Instruments I8 measured using valustion techniques that are determined in full or partly on assumptons
that are not supported by observable market prices. The effect of changing these assumptions to a range of resscnably possible alternative
sasumptions would provide a range from E£35.5 milllion (2017: £32.5 million) lower to £27 4 million (2017: £22.6 millan) higher than the fair
walue recognised inthe financial staterments for these assets and liabilities, with the cument year range driven by Increased wolume of equity
financing trades.

The mowements In balances of level 3 1tems are detalled on page 51.
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Notes on Financial Statements (continued)

26 Falr value of financlal instruments (continuad)

208
Lewvel1 Lewvel 2 Level 3 Total
£000 £000 £000 £°000
Assets

Trading partfolo financla assets B.463518 3407 863 180,087 10,062,348
Rewerse repurchass agreements - fair valus - 26,304,004 - 26,304 D04
Securitles sold not delivered - 478,802 - 478902
Cash collsteral on securities borrowed - 447,087 - 4,147,087
Securities st FWTOCI 300,048 388,241 133 E28,422
Cerivative financial mstruments E.BOE 14,738,870 064978 14,800,548
Equity finance asssts - 410,655 - A10,655
6,769,264 49,435,622 788,078 56,002,064

Liabilities
Trading partfolla financid labilties B,678,912 508,617 - 9187523
Repurchase sgreements - fair value - 181,33 - 187133
Sacurities bought rot deliversd - 404,882 - 404,862
Cash collsteral on securities lent - ES8 568 - G50,568
Carivative financial mstruments 6,424 12,722,688 486,731 13,715,854
Financial llabilities designated st fair value - 5,424,790 E71.763 5,906,562
8,685,336 30,431,876 1.058.494 48,175,706

2017
Lawval1 Lewvel 2 Level 3 Total
£000 £000 £000 £°000
Assets

Trading partfiolo financla assets 5537102 2,921,558 - 2,458,660
Rewerse repurchass agreements - fair valus - 22,458,905 - 22,450,895
Securities sold not delivered - 9R5,285 - 035 285
Cash collsteral on securities borrowed - 6,488,603 - E.468,603
Financial Instruments avallable for sale 577800 240,808 13 818,733
Cerivative financial mstruments 13z 13,032,826 M2,617 13,445,575
Equity finance asssts - 438 261 - 488,261
6,115,034 46,607,336 412748 53125118

Liabilities
Trading partfola financid labilties 5,595,539 172,308 - E767847
Repurchase sgreaments - fair value - ,890927 - 21,900,027
Securities bought rot deliversd - e, 458 - 016,459
Cash collsteral on securities lent - 1772714 - 177274
Carivative financial Instruments 3,800 1,336,494 423,002 T, 763,306
Financial llabilities designated st fair value - 4,395 B35 268,128 4,665,013
5500430 40,584,787 &82,130 46,876,356

Curireg the year, the Company made a levelling reassessment for a portfolio of isted futures and optiors. The illiquid nature of the
positions resulted In wide bid-offer spreads with a skewed mid-point, meaning the unadjusted exchange price does not accurately reflect
traded prices. As a result E160.5m liabilities are disclosed a5 Level 2 Instruments.
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The table below showsa a reconcliation from the beginning balances tothe end balances for the fair value of Instrumenits Inlevel 3 of the fair
walue hierarchy. This does net Include movements In level 1 or level 2 derivatives that are also used to hedge the level 3 assets and lisbilities.

Trading Financial
portfollo Avallable labilities
financial Derhvative Securlties for sale Derivative designated at

assets assets at FYTOO securlties liabilities falrvalue
£'000 E£000 £'000 £'000 £'000 £°000
2017
Opening balarce 1 Jariary 300,865 125 A0E72) (480,533
Total gaina [ {losses) In profit or loes 146,834 7923 (9,813
Total gaina In reserves 5 -
Purchases -
lesues - (28,002
Settlements (17,883 18015 42,764
Tranefers Into level 3 B2.800 [52,485) (7.384)
Tranefers from level 3 417 223940
Closing balance 31 December - 412,617 - 31 {-IIIS,ﬂﬂi]. (268,128)
Plet unrealized gains | (lnesez] in PL 158,483 (36,267} {5,887
2018
A3 gt 31 December 2017 412 617 3 (423,002} (260.1:28)
IFR5 9 adaption adjustment 13 [131) -
Opening balarce 1 January 2018 412 617 13 (423,002} (269128)
Total gaira/ (losses) In profit or loss 1,079 208330 (103,997) E035H
Total galna In reserves 2 -
Purchases 178,888 -
lezues - {113,635)
Settlements {108,960) 40,268 54578
Tranefers Intelevel 3 - [229,738)
Tranefers from level 3 - 5802
Closing balance 31 Decembear 190,967 586,978 133 - (488.731) (571.763)
Mat urrealised gains | (losses) In PL 1n.o7a 284,140 [G9,208) 62,241

2018 "Purchases” represents a collateralissd koan obligation ("CLO") structure purchased during the year. The position 15 consldersd a level 3
Item due to limited depth of 3rd party quotes for underlying loans [refer to page 52).

2018 “Transfers Into level 37 are driven by structured notes which have been reclessified from lewel 2 of the Hlerarchy. The notes contain
exotlc embedded derivatives, primarily linked to elther fareign exchange rates or equity prices which drive the returns and waluation of the
niotes. Durrg the perod, there has been a decrease In the abservability of the key Inputs to the valustion models ard a corresponding
Incresse Inthe significance of the urobservable valuation Inputs.
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Notes on Financial Statements (continued)

26 Fair value of financial instruments (continued)

Financial Instruments valued using models with unchservable inputs
The amount that has yet to be recogniesd In the Company Income staterment relating to the difference between the falr value at Inital
recognition (the transaction price] and the amount that would hawve arlisen had waluation techniques used far subsequent messurament
b= applied st initial recagnition, less subsaquent relesses, Is a& follows:

Unamortised balance at 1 January

Defarrd on new transactions

Amartized tothe profit and loss account during the financlal year

s m7
£000 £°000
104

10d)

Unamortised balance at 31 December

Financlal assats designated at falr value
The Company did not have any financial assets designated at fair value at 31 December 2018 [2017: NIl).

Significant unobservable inputs

The disclosures below describe the valuation techriques and significant unobeervable Inputs for assete and llabilities classified as Level 3
along with the range of values used for thase significant urobservable Inputs. Lewel 3 financid labilities designated at fair walue totaling
£572m (2017 E260m) contain embedded derivatives with Inputs represented by the Interest rate, Foreign exchange and Equity dervatives

described In the table below.

Total Total Significant
assets llablliles Valuation unobservable Range

2018 £000 E£000 technigua(s) Inputs Min Max Unilts

Trading portfolio financlal assets

Trading 190,267 Dizcounted cash flow Loan prics o050 002 %

partfolio model

financlal assets

190867 -

Derivatives

Interest rate 75 (128,718) Option model IR - IR Correlation 35.00 4316 %

derivatives F¥ - IR Cormalation &0ao0 G000 %
Cption walstility 1097 wooon %
Barrler Shift 12000 23.00 bes

Foreign 55,080 (162132) Option model IR - IR Correlation 35.00 7000 %

exchange F¥ - IR Correlstion 45.00 B0.00 %

dervatives Comelation - underlying assets E5.00 6500 %
Cption walstility j=x=x] 1|22 %

Equiky 51,646 [23571) Cption model Equity - FX Comrelation 700 700 %

defivatives Basket Comelations Carrelation - underlying azsets 5170 B200 %

Discounted cashflows  Term of Litigation swap 1.00 100 Year

Commaodties 170,758 [17,281) Cption model Commedity - R Carrelation 25.00 75.00 %
Commodity - gas swap rate 259 538 %

Credt 1,949 18) Discounted cashfiow  Loan price a0.50 002E %

derivatives mizdal

506,978 {(486,731)
52
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Total Total Significant
assets  llabllitles Valuation uncbsarvable Range
2017 £°000 £000 techniquels) Inputs Min Max Units
Dertvatives
Interest rate T& 548 (68,768] Option model IR - IR Cowralation 4306 B0 %
dervatives F¥ - IR, Correlatian 4540 4840 %
Dption volatility 1344 oooo %
Prepayment probability 10000 onooo %
Fareign 61605  [(130.864) Option model IR - IR Corelation 40,26 7385 %
:‘;E:?:H FX - IR Comelation 4640  SOES %
Correlation - underkying assets 85,00 BROO0 %
Crpticn volatility 10.33 1822 %
Equity 45,015 [33,5458) Option model Equity - IR Carrelation TRk EEAK]
derlvatives Equity - FX Carrelation 7.00 700
Cormelation - underlying assets 76100 JEO0 %
Discounted cash flows  Term of Litigation swap 200 200 Year
Commodities 182249 (1298200 Option modal Commadity - IR Corralation X100 75.00
Commodity - gas swap rate 273 424 %

2,677 (423.002)

The following provides a summary description of significamt uncbservable iInputs iIncluded In the tables above and on the preceding page:

* Cormelstion s 8 messure of the relationship between the movements of two varlables (Le. how much the change in one varable may
be linked to the change In the other varable). Carrelation 13 often an Input Into valustion of derlvative contrects with mare than one
urderlying risk. & sigrificant increass In correlation in 1salstdon can result In 3 movement in fair value that s favourable or urfavourable
depending on the specific terms of the Irstrument.

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

= Option volatility I1s a measure of the degree of variation In price movements for a given derlvative underling, and therefore represents
an estimate of how much & particular underlying Instrument, parameter or Index could change on aversge owver time. In genseral, a
significant Increase In wolatlity In lsolstion will result in an Increase In fair value for the holder of a simple opton.

= Term of litigation swap relates to a series of swaps linked to an asset which 15 affected by & legal case, where the payments under the
swap terminate 2oon after the Itigation ends. The term of the swap & therefore difficult to quantify and needs to be estimated from
awallable Information ard legal opinion. & decrease In the expectation of the term of the ewap would generally result In an unfavourable
maowve In the falr value,

* Loan price refers to Independent valuations which are supported by a number of 3rd party quotes. For CLO warehouse structares the
depth of 3rd party guotes obtained s a key benchmark used to determing minimum obeervability requirements. Loans that have crly
anear bwo 3rd party guotes to support the evaluated price are deemed to be level 3. Theees quotes are Inputa to the fair valuation of both
the mates (held within Trading portfolic financial assets) and related dervatives held on the balance sheet.
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Notes on Financial Statements (continued)

2T Obligations under finance leases

2018 M7

£000 £000
Minimum lease payments:
Within 1year 936 ekl
Between 1 and 5 years 468 136
Afver & years
Amounts payable under finance leases 1404 2,252
#dd: future financing Income m 472
Present value of lease obligations 1575 2,724
Amounts payable under finance leases
Within 1 year 1084 1,240
Between 1 and 5 years 491 1484
After 5 years
Present value of lease obligations 1575 2,724

The Company leases certalm of its fixtures and equipment under finance leazes. The average lease term 1= & years. For the year anded
I December 2018, the average effective borrowing rate was (12.07% (2077: (12.6)%). Interest rates are floed at the contract date.

Al leazes are on a fiwed repayment basis and no arrargements have bean entared Into for contingent rental payments. All lease abligations
are denominated In pounds sterling.

The falr walue of the Compary's lease obligations s approximately equal to their carrying value. The Compary's obligations under finance
leases are secured by the lessor's rights over the lessed assets disclased In Motes 14 and 15.

28 Post-balance sheet events

On 8 February 2018, the Company Issued an additional £88 million capital to MUSHD (matched by an equivalent EUR Izsuance by MUS(EL]
to the Company].

Brext planning ard related Implementstion continues to develop. At the date of signing there has been no further clarity on the likely
outcome of political negatistions which would require revision of our core plan.

29 Collateral
Bsgats are pledged as collateral to secure liabilities urder repurchase sgreements, securities lending agreemenits, borrowing transactions,

to note holders as part of structuring trareactons and agreements for derivative traraectons. The following table summarises the nature
and carrying amount of the assste pledged ae security agairst these liabilities:

s 2017

£000 £°000

Trading securities 3,240,483 4,501,193
Inwestment securltles 193,655 385,562
Total assets pledged as collateral 3.443.138 4,887,755

54
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Under cartain trarasctions, Including reversa repurchass agreements and stock borrowing transactions, the Company 18 allowed to ressll
ar repledge the collateral held. The fair value of collsteral sccepted with the right tz repledge to others was as fiollows:

2ms 2017
Fair Sold or Failr Sold or
value repledgad value repladged
EQOD Q00 £°000 £°000
Accepted collateral 54,822,849 48,055,638 E0B6E0,392 46259575

These balances represent substantially all of the collateral received by the Company In relation to asests. The Company has the cbligation
to return the collateral on the maturity date of the secured tranasction. The process by which assets are pledged as collsteral and accepted
as collsteral Is conducted under the terms that are usual ard customary to the business stated.

Transferred Assats

The Company enters Into transactions In the normal course of business by which it transfers recognised financlal assets to thind parties or o
special purpose entities, but the transfer does not qualify for de-recognition as stated In the sccounting policies. The Company will continue
to recogrise financial asssts tranefarred when It retains control of the securlty, retairs rights to receive cash flows from the assets, and
subatantially all the risks and rewsards of cwnership. The carryng amount of debt securities that have been trarefermed to special purpose
entities but do not meet the criterla for de-recogrition are summarised below:

s 2017
£000 £°000
Securities transferred to special purpase antities - 41,795

Collateral Management of Repurchase Agresments

Securiies purchased under agreements to reaell (Treverse repurchase agreements”) and securitles sold under agreemenits to repurchase
{repurchese agreements”) are mainly collateralised by highly rated credit bonds (predominantly government and corporate bonds). The
repurchase agresments are trested as collaterdiz=d financing transections and are carred st the contract amounts at which the securlties
will zubsequently be reacquired or resold as specified In the respective agreaments. [t s the Company's policy to generally take possession
af securities purchased under agresmenits to resell st the time such sgreements are made. The Company's agreements with counterparties
contain provisions alowing for additional collateral to be cbtained, or emcess collateral returned, based on market velustions of such
callateral. The Company re-values the collateral underlying Its repurchese and reverss repurchess agreements on a dally basis. In the event
thie market value of such securities falls below the related sgreement to resell st contract amount plus sccrued Interest, the Compary will
generally request additional collateral.

Unconsolidated structured entities in which the Company has an interest
The Comparny 18 Involved with various specld purpose entitles In the normal course of business. These have been established as structunsd
entities such that voting ar eimilar rights are not the deciding factor In determining control of the entity.

The structured entities are typically ssset repeckeging transactions established to scurce funding, purchaze credit pratection or provide

returns to Inwestors that are mot ctherwise readily svallable In the market. The principle risk to the structure ks the credit sk of the securlties
actrg =5 collateral to the Investors who retain the risk and rewands.
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Notes on Financial Statements (continued)

28 Collateral (eontinued)

The followirg tables represent the total assets, maxmum exposure te loss and assets and lisbilities which relate to the Company’s Interest
In mon-consclidated special purpase wehicles ["5PVET). Maximum exposure I8 determined by the carrying amount of any on-balance sheet
assats net of any recourse llabilities, where applicable.

S5PVs for
structured  Repackaged
financing Instruments Other Tatal
As gt 31 December 2018 £000 £000 £000 £°'000
Trading portfolo financld assets - 190,967 - 180,967
Cerivative financial Instruments 1,619,851 10364 154,808 1,865,023
Rewverse repurchase agresments 2597 454,026 885020 1,335,017
Cther assets -
Total Assets 1,645,822 755,357 1,009,828 FANM.007
Cerivative financial mstruments 39963 B,249 - 43,812
Financial lkabilities designated at fair value - B28,208 - 828,208
Cther liabilties - 55,681 301157 356,838
Cervative cash collateral received m 33,773 05,085 132963
Total Liabilities 41,074 926,600 300,242 1.366.925
Maximum Exposure 1,644,848 665,904 610,587 2,921,339
5PVs for
structured  Repackaged
financing Instruments Other Tatal
As at 31 December 2017 £:000 £000 £000 £°000
Tradirg portfolio financlal assets - A0170 - 403,170
Dearvative financial matruments 1727992 128965 202376 260,233
Rewverse repurchase agresments - 455,534 671,558 1127042
Cther asssts 15,322 - 1,785 REAlen
Total Assets 1743314 904,669 875,619 3,613,602
Cerivative financial mstruments 43007 10,284 em 75,222
Financial labilities designated st fair value - 688 002 - &8B,002
Cther liabilties - 230,270 22489 450,723
Cervative cash collateral received - 26,474 33,773 60,247
Total Liabilities 43,027 964,030 277153 1,284,210
Maximum E xposure 1,728,755 821,30 641,479 3191535
56
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30 Guarantess, commitments and contingent Habilities

At the year end, the Company was committed to provide caollateralised financing fadilities In fawour of two Investment grade financial
counterparties. The facilities are provided In major cumencies and total £187 0 million (2017: E186 O million) equikalent: none had been drawn
agalnst at yesar end. The facilities are required to be fully collsteralised from a range of pre-defined debt securiies limibed to LIS Treasuries
and highly rated gowernment or supra-national bonds.

At the date of signing this report, the above two agreements were extended untll 31 January 2020,

31 Contractual maturity analysis

The breakdown of finarcial labilites by contractual maturity, which s besed on the contrectual terms, I8 shown In the table below. The
balances do not agree drectly to the balances In the balance shest a3 the table Incorporates contrectual cash flows en an undiscounted
baels. The repurchase agreement balances are presented on a gross basls, not taking account of any balances which have been offest in
the balance sheet. Derlivative contracts are reflected a5 an demand st their fair walue. The subordinated llablities bear Interest at variable
rates whikch are mot known untll specified fixing dates hawve occurred.

Due Due
Dus  between  between
On within 3 Jand 12 1and5 Over 5
demand maonths manths years years Total
£°000 £000 £°000 £000 E000 £°000

Capoeits by bariks 226535 - - - - 236535
Trading portfolo financid liabilities Q187523 - - - - 98752
Repurchase sgraements 1]B0,EEZ 20,323 072 ABTI4T 451,334 - AEzZE2
Cash caollsteral onsecurities lent 662,526 - - - - 662,526
Cash caollateral recelved from derivatiwes counterpartias 7979572 - - - - 7478572
Cerivatives 13,215,854 - - - - 13215854
Financial liabilities designated at fair value - 228201 2363306 B2T5TE T42155 6,225,047
Cher liabilities B26777 2945 18,056 28,674 535 B82, 767
Senkor unsecured loan - 6850 1,053 850,804 - 78707
Subordinated liabilities - - 253 10,478 323565 336,582

33,288,436 31,686,684 2802701 2168865 107,035 TILI07.TH

Due Due
Due  betwasen  between
On within 3 3 and 12 1and5 Over 5
demand maonths manths years Years Total
£'000 £000 £°000 £000 £000 £°000

Ceposits by banks BBan - - - - 8,1
Trading partfola financid liabilties ETETR47 - - - - B767847
Repurchase sgreements 700,423  31.089M8 1408147 &6A,138 - 347458010
Cash collsteral on securities lent o267 1415773 - - - 1808444
Cash caollateral recelved from derivatives counterpartias 7806270 - - - - TEDSZT0
Cerivatives 1,763,306 - - - - M7&3386
Financlal liabilities dezignated at fair value - 1497858 1582657 39783 734476 4754584
Cther liabilties E4B,336 28,308 6,324 1,440 - 75408
Seniar unsecured loan - - - -

Subcrdingted ligbilitias - 2444 10,778 303,738 17022

16,867,330 34,911,858 2899572 1660148 1038275 67577183
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Notes on Financial Statements (continued)

3 Contractual maturity analysis (continued)

The Compary halds liquid asssts comprising cash and cash equivalents and Inwestment securities for which there is an sctive and liguid
markst. These asssts can be resdily sald to mest liquidity requirements.

Fimarecial liabllities designated st fair value Include certaln note Iesuances with structured payment profiles. The notes are lesued across a
range of currencles and Interest rate profiles, with the most prevalent being JPY floating rate notes. The Company Issues these notes toralse
term fundirg and =atiefy Investor demand, and carries them st fair walue through profit ard loss. Some of the notes may be redesmed prior
to maturity subject to certaln knock-out events, st the aption of the Issuer or holder of the debt. These factors are contractually epecified
&t the paint of Issuance.

32 Operating lease arrangements

The Company as lessea
s m7
£000 £°000
Leaes payments under operating leases recognissd &5 an expenge In the pear 3749 a5

At the balance sheet date, the Company had outstandirg commitments for future minimum leass payments under non-cancellable
operating lesses, which fall due as follows:

2018 amT
£000 £000

Buildings
Within 1year 4170 4170
Between 1-2 years 4170 4170
Between 2-5 years 12,510 12510
After 5 years 25,020 23190
45,870 50,040

Operating lease payments represent rentals payable by the Company for certain office properties. Bullding leases are negotiated for an
awverage term of 20 years.

33 Offsetting financial assets and financial labilities

In sccordance with 185 32 Financilal Instruments: Presentation, the Company reports financlal aesets and finarcial labilities on anetbasis on

the balance sheet anly If there Is a legally enforceable right to sst off the recognised amounts and there Is Intention to settle on a net basis,

or torealise the ass=t and settle the labdity simutaneously. The table on page 58 shows the Impact of netting arrangemenits an:

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

= All derlvative financlal Instruments, reverse repurchase and repurchase agreements and other similar secured lending and
borrowing agreements that are subject to enforceable master netting arrangements ar similar agreements, but do not qualify far
balance shest netting.

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

netting arrangements (offeetting arrangements and financlal collateral) but do not qualify for netting under the requirements of 145 32
described above.
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The net amournits presented In the following table are not Intended to represent the Company's sctual exposure to credit risk, a5 a varlety of
credit mitgation strategles are employed In addition to netting and collateral arrangements.

Amaourts subjsct to anf able netting q it
Effects of offeetting on balance shest Related amicunts not offest Expoours
MNat Mat
amounts subjectto Balancs
Gross A nts on bal Fii ial Cach  Finanacial Met enforoeable sheet
amounts offest shest instruments  collateral  collateral amount netting total

ED00 ED00 ED00 EDDO £000 £000 £000 E000 ED00

A ot 31 Decamber 2018
Darivative financial assets 12,636,287 141,242 12407045 B572142 14277 B402 3488322 1404501 14800548
Feverse repurchases sgresments  3TAZ6175 1963 7E] 25862382 BITEER 143,037 24,818,442 £3,020 341,612 26,304,004

Secured landing 447007 - 4147087 Ei=r ] - 40TH08 21,608 - 4147087
Total Assets 55,6M,540 12,005,025 43,606,524 955140 1570216 29,208 949 3585958 1,462 45352637
Darivative financial iabilkias 12,273,291 120262 12214623 BET4T 238210 43,75 1,285081 925 12,015,854
Repurchase agreermants NE0ETEO0 NTBEARD 19712 gIToaZ - 18524062 248 466 - |EmEn
Secured bormowing 659,569 - E50,568 41,376 - EN455 6,737 - 659,560
Total Liabilitizs 44,540,220 N,024.01 22805519 955401 2362201 19970752 151084 921,225 33.5B6753
s at 31 December 207

Doarivative financial assets 12,5820680 157787 12424772 TENERIO 17407 3085 308167 10N302 12445575

Reverse repurchoeses agre=ments 35,385,164 13183853 2220121 2,585182 108,388 19481670 44 B5D 388,278 2,580,483

Secured lznding 5,423,451 - 642345 223352 - BIBE4&7 33802 45152 G.46880a
Total Assets 54200675 12241740 4042935 10420375 18667906 25631232 3120532 1455732 42 504 66T
Darivative financial iabilkies 1,383,752 449E3 M203852 TENEBID 2241586 36,278 1,214,158 EE0E43 11783298
Repurchase agreemarts A4732 389 12784407 I 9T4EEE  1EL518Z XMz 135784 24581 16,081 21280,827
Secured borrowing 17724 - 1772714 223352 - 183373E 10,567 - 1Trana
Total Liabilities 47.850,735 12,008,302 34951433 10420375 2370924 20910858 1249276 575,605 25517038

50
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Notes on Financial Statements (continued)

34 Related party transactions

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

018
Orther
Parent Related
Subsidiary MUFG Partlas Total
£'000 £'000 £'000 £'000 £°000
Imcome &0 - 103,876 2237 106173
Expenses 2384 - 3,458 1,879 28,621
Total assets 14 1933 15,041,080 A02.847 15,448,074
Total liakilities 2420872 - B,624,240 308768 N.33678
2017
Other
Parent Related
Subsidiary MUFG Partlas Total
£'000 £'000 £'000 £'000 £°000
Imcome - - 89,155 2965 @212
Expenaes 12,200 - 732 2502 26,434
Total assets 4010 - 10,274,158 251,762 10,520,830
Tartal liakilities 1,210,581 - 8,612,924 261320 10,084 825

All related parties are whally cwned subsidiaries of MUFG, with the exception of Morgan Stanley Group companies, which are presented as
'Cther Relsted Parties’ due to their affiliate status with MUFG.

Transactiors executed with related parties are entered Into at market price on an arm'e length basis. Mo proviskons have been madse for
doubtful debits In respect of the amounts owed by related parties.

Income Includes fee allocations from the Equity and Structuring busineesses. Expenses Includes Interest for subordinated loans and
management fees pald to the parent company as well a& fees pald for a kespwell and guarantees in place between MUS[EMEA), MUFG
Bank and MUFG. Total sssets Include the credit derivative, which is a MUFG Bank guarantes, referred to in Note 12,

There are no materlal relsted party transactions with key maragement, ard persons connected with them, other tham remuneration
discloesd In Mate 25.

35 Group Information

MUFG Securities EMEA plc I8 3 company Incorporated In the United Kingdom under the Companies Act. The address of the registered office
Is given on page 2. The principal activities of the Company and the nature of the Compeny’s operations are set out In the Strategic Report
onpageelto2.

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

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

Mitzublshi UF) Securities Holdimge Co, Ltd.
5-2, Marunouchi 2-chame

Chilycda-ku

Tokyo 100-2005

Japan
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KEEP WELL AGREEMENT

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

© For the purposes of this Agreement

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

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

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

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

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

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

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

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

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

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

MUFG Bank, Ltd.( )
MUFG Securities EMEA plc(
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Q)]
2014 2015 2016 2017 2018
17,935.64 | 20,868.03 19,494.53 22,939.18 24,270.62
13,910.16 16,795.96 14,952.02 18,335.63 19,155.74
2018 2018 2018 2018 2018 2018
10 11 12
22,794.19 |  22,869.50 24,120.04 | 2427062 | 22,486.92 | 22,574.76
21,546.99 21,857.43 22,307.06 21,149.80 21,507.54 19,155.74
(B) 50
50
2014 2015 2016 2017 2018
3,314.80 3,828.78 3,290.52 3,697.40 3,672.29
2,874.65 3,007.91 2,680.35 3,230.68 2,937.36
2018 2018 2018 2018 2018 2018
10 11 12
3,527.18 | 3,509.23 | 3,449.79| 3,414.16 | 3,246.16 | 3,214.99
3,372.21| 3,359.08| 3,293.36| 3,130.33| 3,116.07 | 2,937.36
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Independent auditor’s report to the members of MUFG Securities EMEA plc

Report on the audit of the financial statements

Opinion

In our opinion the financia statements:
give atrue and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for the year then ended;
have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union; and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of MUFG Securities EMEA plc (the ‘ company’) which comprise:
the income statement;
the statement of comprehensive income;
the balance shest;
the statement of changes in equity;
the cash flow statement;
the statement of accounting policies; and
therelated notes 1 to 35.

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

Basis for opinion

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

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

Conclusions relating to going concern
We are required by 1SAs (UK) to report in respect of the following matters where:
the directors use of the going concern basis of accounting in preparation of the financial statementsis not appropriate; or
the directors have not disclosed in the financia statements any identified material uncertainties that may cast significant doubt
about the company’ s ability to continue to adopt the going concern basis of accounting for a period of at |east twelve months
from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual report,
other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
thereon.
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In connection with our audit of the financial statements, our responsibility is to 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 such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

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

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

Auditor's responsibilities for the audit of the financia statements

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

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

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006

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

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

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.
Use of our report
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.

Our audit work has been undertaken so that we might state to the company’s members those matters we are required to state to themin
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an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone

other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Alan Chaudhuri ACA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

1 March 2019
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