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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Index of disclosure examples by recommendation and source

Sources of examples, by recommendation Page Sources of examples, by recommendation Page
General recommendations Liquidity and Funding
1. Barclays, Mizuho 5 18. (a) Goldman Sachs, ING (b) TD, DBS (c) Deutsche Bank 45
2. UBS 7 19. UBS, Deutsche Bank, National Bank of Canada 50
3. HSBC, Santander 8 20. BMO, Royal Bank of Canada 53
4. Citigroup, Barclays 10 21. UBS, Credit Suisse, HSBC 55
Risk governance and risk management strategies / business model Market risk
5. Credit Suisse, BPCE Group 13 22. HSBC, BMO 59
6. Deutsche Bank, ING, Scotiabank 15 23. ING Group, UBS 61
7. CIBC, Lloyds 18 24. Barclays, RBS 63
8. RBS 20 25. Royal Bank of Canada 65
Capital adequacy and risk-weighted assets Credit risk
9. Handelsbanken, BBVA 22 26. a) HSBC, RBS, Santander
: b) JP Morgan, Nordea 67
10. a) Commerzbank, Societe Generale 24 ¢) JP Morgan, Deutsche Bank
b) BNP Paribas, Royal Bank of Canada
27. Citigroup, Unicredit, MUFG 77
11. Citigroup, UBS 28
28. BMO, Wells Fargo (a) ING, Standard Chartered (b) 82
12. Barclays 30
29. CIBC, Deutsche Bank, Morgan Stanley, RBS 86
13. RBS, Santander 31
30. ING, Standard Chartered 90
14. Deutsche Bank, Scotiabank 33
Other risks
15. HSBC, CIBC, Deutsche Bank, RBS 35
31. Commerzbank, Lloyds 94
16. Citigroup, HSBC 39
32. BNP Paribas, Standard Chartered, DBS 96
17. ING, Societe Generale 42

Notes

— Risk disclosures are complex and presentation differs across institutions. Examples shown are meant to highlight leading practice and are not
necessarily comprehensive or exclusive

—  Examples shown are not exclusive. The EDTF Users Group has highlighted only a subset of the good disclosures available, selecting examples from
a broad set of institutions across geographies

—  Examples shown may be partial. The EDTF recommends that readers refer to banks’” annual reports and Pillar 3 documents to review complete
disclosures 3
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Section 1 — General recommendations

Recommendation 1: Present all risk information together or provide an index to aid in navigation

The management of risk plays a central role in the execution of Barclays’ strategy and insight into the level of risk across
businesses and portfolios and the material risks and uncertainties the Group face are key areas of management focus.

@ For a more detailed breakdown of our Risk Management and Risk Performance contents please see pages 123 and 141,
Barclays' risk disclosures are located across the Annual Report and Barclays 2014 Pillar 3 Report.

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Anmual Report Pillar 3 Report
Material existing and emerging risks
Insight into the level of risk across our = Business conditions, general economy and geopolitical issues 116 n/a
business and portfolios, the material = UK political and policy environment 116 n/a
existing and emerging risks and = Model risk 16 n/a
uncertainties we face and the key areas ™ E'{:ﬁg(nrsi:k :‘]'g ﬂ?:
-
of management focus. « Funding risk 18 n/a
= Operational risk 19 n/a
= Conduct risk 122 n/a
Risk management
Overview of Barclays' approach torisk  » Risk management strategy 124 99
management. A more comprehensive = Governance structure 124 100
overview together with more specific = Risk governance and assigning responsibilities 126 104
information on policies that the - Elrlentiltpraill?:nk:nagemenl :%g ]]??
) ) .
(‘.IOL.'p deterlfmnes to be of partic glar = Management of credit risk mitigation techniques and counterparty n/a 132
significance in the current operating credit risk
environment can be found in = Market risk management 130 136
Barclays PLC 2014 Pillar 3 Report or = Management of securitisation exposures n/a 147
at barclays.com, = Capital risk management 132 158
= Liquidity risk management 134 156
= Operational risk management 135 151
= Conduct risk management 137 163
= Reputation risk management 139 161
= Environmental risk nfa 164
Risk performance
Credit risk: = Credit risk overview and summary of performance 143 m
The risk of suffering financial loss » Analysis of maximum exposure and collateral and other credit 143 36,45
should the Group's customers, clients Enhan;emen't held
or market counterparties fail to fulfil = Analysis of the balance sheet § . 143 43, 47
thei tractual obligations. = The Group's approach to manage and represent credit quality 146 46, 49
Ireon 9 . = Loans and advances to customers and banks 148 n/a
= Analysis of the concentration of credit risk 149 39,41
= Exposures to Eurozone countries 150 nia
= Analysis of specific portfolios and asset types 157 n/a
= Analysis of loans on concession programmes 167 nfa
= Analysis of problem loans 7 61
= Impairment 173 61
Market risk: = Market risk overview and measures in the Group 175 72
The risk of a reduction to earnings or = Balance sheet view of trading and banking books 176 73
capital due to volatility of the trading = Traded market risk 176 74
book positions or an inability to hedge  * E:ﬂxﬁff:;j:?ﬂf_gﬁz?wrﬁ };g ;;
) .
the banking book balance sheet. = Capital requirements for market risk n/a 78
= Non-traded market risk 180 78
= Foreign exchange risk 181 80
= Pension risk review 182 81
= Insurance risk review 183 82
Funding risk - Capital: = Capital risk overview 185 158
The risk that the Group is unable to = CRD IV capital 186 15
maintain appropriate capital ratios. = Analysis of capital requirements and RWA movements n/a 23
= Relationship between accounting and regulatory reporting scope n/a 38
= Leverage ratio requirements 189 34
= Economic capital 190 nfa

Barclays provides detailed cross references to risk disclosures in both its

Annual Report and Pillar 3 documents, including an Index of Tables and a
CRD IV reference for regulatory disclosures

Source: Barclays 2014 Annual Report, p113-114, 123; Pillar 3 p172-182

An overview of Barclays' approach to risk management
@ For a more detalled breakdown on our Risk review and Risk
management contents please see pages 113 and 114,

@ More detailed information on how Barclays manages these
risks can be found in Barclays plc Pillar 3 Report

Page

Barclays' risk management strategy

Introduction 124
Risk management strategy 124
Governance structure 124
Risk governance and assigning responsibilities 126
Principal risks 127
Credit risk management

Overview 128
Organisation and structure 128
Roles and responsibilities 129
Credit risk mitigation 129

Market risk management
Overview 130

Organisat i

Roles J:!d Appendlces

] INdex of tables

Overview

Organisat

Roles and|

Liquidity

Overview

Organisat| =

Liquidity 1| o s
Table 1 Barclays PLC balance sheet - statutory versus regulatory view

09"8"‘" Table 2 Regulatory calculation drivers split by IFRS account classification

8:;;"’::‘ Table 3 The scope of the Standardised and IRB approaches for credit and counterparty credit risk

Roles and Table 4 Summary of the scope of application of regulatory methodologies for market and operational risk
Table 5 Capital resources

Conduct Table 6 Summary of movements in capital resources

Overview 2

Organisat| ~ 1able 7 CRD IV regulatory capital

Roles and Table 8 Summary of terms and conditions of capital resources

Managerr Table 9 Risk weighted assets by risk type and business (CRD IV Comparative)

Reputatio Table 10 Movements in risk weighted assets (RWAs, CRD IV Comparative)

Overview Table 11 Detailed view of exposure at default, post-CRM by business (CRD IV Comparative)

Appendices

L] Appendix D—CRD IV reference

Table 75; CRD IV reference

ill

pch

Page

n
12
13
16
17
18
20
23
23
26
28
30
32
34
36
38
39
41
43
45
45
46
46
47

4 e s
431(2) Firms with permission to use specific | risk The O ional Risk section on pages 152 and 153 contains a
th gies must disclose op risk description of the operational risk framework, and required Pillar 3
Information, disclosures.
431(3) Institution must have a policy covering frequency of Barclays has a dedicated Pillar 3 policy.
disclosures, Their verification, comprehensiveness and
overall appropriateness.
431 (4) Explanation of ratings decision upon request. Barclays provides explanations of rating decisions to SMEs whose

loan applications were declined in writing, and suggests alternative

one of the successful initiatives implemented as part of Business
Finance Taskforce, with a government-appointed overseer. In the
case of larger corporates, written explanations are not usually
requested as direct discussions with relationship managers take
place.

sources of finance. Barclays participates in a formal appeals process,

Nan-material, proprietary or confidential information

liability for failure to disclose material information.

432 (1) Institutions may omit information that is not material if | Compliance with this provision is covered by Barclays' policy.
certain conditions are respected.

432 (2) Institutions may omit information that is proprietary or | Compliance with this provision is covered by Barclays' policy.
C if certain conditions are respected.

432 (3) Where 432 (1) and (2) apply this must be stated in the | This table specifies where disclosures are omitted.
disclosures, and more general information must be
disclosed.

432 (4) Use of 432 (1) or (2) is without prejudice to scope of




Section 1 — General recommendations Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 1: Present all risk information together or provide an index to aid in navigation

Index of Information related to Risk Management (FY2014)

Overview of Risk Management

Risk Management Structure

Major Risk Types and Management

Allocation of Risk Capital

Risk Appetite Framework

Credit Risk

Credit Risk Management Structure

Status of Credit Risk Exposure

Credit Risk-weighted Assets by Asset Class and
Ratings Segment

Methods for Credit Risk Mitigation

Counterparty Risk in Derivatives Transactions and
Long-settlement Transactions

Outstanding Loan Balances and Non-Accrual, Past
Due & Restructured Loans

Relationship between Obligor Ratings, Definition of
Obligor Classifications of Self-Assessments and
Claims Disclosed under the Financial Reconstruction
Law

Securitization Exposure

Equity Exposure in Banking Book

Mizuho and its Japanese peers (MUFG, Sumitomo) each maintain an online

2 2015 Integrated Report: P.72
(PDF/10,276KB) TH]

12 2015 Integrated Report: P.95
(PDF/10,276KB) TH

13 Information Material related to Risk
Management (Mar 2015): P.3
(PDF/308KB) TH)

13 IR presentation (May 2015):
Appendices P.12 (PDF/610KB) TT]
13 2015 Integrated Report: P.70
(PDF/10,276KB) TH

=2 2015 Integrated Report: P.97
(PDF/10 2?6KB]E

15 2015 Integrated Report: P.266
(PDF/10,276KE ':g

13 Information Material related to Risk
Management (Mar 2015): P.6
(PDF/208KB) TH)

5! 2015 Integrated Report: P.281
(PDF/10,276KE "lg

= 2015 Integrated Report: P.283
(PDF/10 2?6KB]E

13 Information Material related to Risk
Management (Mar 2015): P.5
jPDF{BUBKBl“g

12 Information Material related to Risk

Management (Mar 2015): P.7
;PDF{BOSKBl':g

1 2015 Integrated Report: P.285
(PDF/10,276KB) TH]

12 2015 Integrated Report: P.308
{PDE/10 2?6K813

index which links to the most-recent risk reports for each risk category

Source: Mizuho Financial Group website:

Market Risk

Market Risk Management Structure

Status of Market Risk

Qutlier Criteria

Liquidity Risk
Liguidity Risk Management Structure

Status of Liquid Assets

Projected Repayment Amounts for Bonds and Notes,
Borrowed Money, and Other Interest-bearing
Liabilities

Operational Risk

Operational Risk Management Structure

BIS Capital

Compaosition of Capital

Required Capital by Portfelio Classification

Risk-weighted Assets by Risk Type and Operating
Entity

3 2015 Integrated Report: P.100
(PDF/10,276KB) TN
13 2015 Integrated Report: P.101
(PDF/10,276KB) T
3 2015 Integrated Report: P.103
(PDF/10,276KB) T

2 2015 Integrated Report: P.104
(PDE/10,276KE ':g

2 Information Material related to Risk
Management (Mar 2015): P.8
;PDF{BOSKBlm

2 2015 Integrated Report: P.192
{PDF/10,276KB) ':g

13 2015 Integrated Report: P.105
(PDF/10,276KB) T

I 2015 Integrated Report: P.246
(PDE/10,276KB "3

12 2015 Integrated Report: P.263
(PDE/10,276KEB ':g

2 Information Material (Mar 2015): P.4
;PDF{BOSKBi“g

Information Material related to Risk Management (FY2014)

& Information Material related to Risk Management (Mar 2015) (PDF/308KE) TH]

Archives

Information related to Risk Management (Second Quarter of FY2014)

B Information related to Risk Management (FY2013)



http://www.mizuho-fg.co.jp/english/investors/financial/edtf/index.html
http://www.mizuho-fg.co.jp/english/investors/financial/edtf/index.html
http://www.mizuho-fg.co.jp/english/investors/financial/edtf/index.html
http://www.mizuho-fg.co.jp/english/investors/financial/edtf/index.html

Section 1 — General recommendations Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 2: Define the bank’s risk terminology and risk measures and present key parameter values used

Operating environmentand Risk categories
strategy /risk, treasury and capital
management/ corporate governance, . . . o . .
bility and \We categorize the risks faced by our business divisions and Corporate Center as outlined in the table below.
1 #inar 2| Risk definitions
Independent Capmled in our nsk
Risk d by oversight by appetite i
1.P ion of related inf = EDTF index p. 159-165 Primary risks: the risks that our businesses may take in pursuit of their business objectives
Table with cross-references to the locations of the
disclosures in our Annual Report 2014 and Pillar 3 section Credit risk: the 1isk of loss resulting from the fallure of a client or terparty to meet its Business management  Risk Control [ ]
obligations. This includes ment risk and loan undenwriting ri:
2. Risk terminology Risk terms = Risk definitions p. 170 £ the risk of los from transactions involving exchange of value where we
Definition of the risk terms and risk => Risk concentrations p. 180 obligation to deliver without first bein
measures which we use, including receive the counter value
indication of key parameters in our Risk measures > Risk measurement p. 178 ~180 0an une #: the risk of loss arising during the holding period of financing transactios
risk models which are intended for further distribution A
Key parameters = Credit risk: Credit "Sk,moéds P ,‘_":‘: i | Market risk (traded and non-traded): the 1is S Business management  Risk Control L ]
and Probability of default p. 200/ 207; Internal 2y & (4 3
. . market risk factors (e.q., interest rates, equity index levels, exmham»r es,
measurement UBS rating scale and mapping of external IR W ¥
adek Tatinas: ey fistures of Gor fosih-oNdi credit spreads) and changes in pr bt and equity instrumen
ek gz;d;y, 200+ spedific to in nies or ies. Market risk includes issuer ri
MK MOGELs § " I*' faul rom changes in fair value result
Loss given default, Exposure at de au t ssuers, includiny ,AJurreu,nf 1o whicl
Expected loss p. 201, Stress loss p. 201 eferencing 1
=» Market risks: Market risk stress loss, o
Y VI NISKT ISSUer sk 3ss0ciate h; 5 5 i 5
Value-at-Risk (VaR) p. 209; Stressed VaR issuer risk associated with positions held as financial investments
p.214; Incremental Risk Charge Country risk: the risk of losses resulting from country-specific events. It includes transfer risk, whereby  Business management  Risk Control °
Comprehensive Risk Measure ¢ a country’s authorities pr restrict the payment of an obligation, as well as systemic risk events
=» Country risk exposure measure p. 22 arising from country-specific ¥ Macroeconomic de
=» Operational risk: Advanced measurement
approach model p. 230231 Consequential risks: the risks to which our businesses are exposed as a consequence of being in business
- SFR p.235-237 |
> PA';;QO?Z?(,L,S; ,P’a 1otma pa || Liquidity risk: the risk of being unable tc e sufficlent funds from assets to meet pay-  Group Treasury. Risk Control L]
< Business risk: Measuvemenl of ment obligations when they fall due, including in ti A
performance p.43/45 Funding risk: the risk of higher than expected funding costs due to higher than expected UBS
credit spreads wh isting funding pos! s mature and need to be rolied over, or replaced by other
more expensi g sources. If a shortag lable funding sources is expected in a stress event,
funding risk also covers potential additional losses from forced asset sales A
Structural foreign e) - - “ * e -
oange e Wi g core pilar 3| Key features of our main credit risk models
Operational risk: th
. . . m extes Number of
UBS prOWdeS an /ndex to more—detalled r‘mplnvee nd'ux. . Portfolio in scope Model approach ~ Main drivers years loss data
. . . . 4 the risk ( . " N .
disclosures of its risk terminology throughout the due 0 U bengh Behavioral dat, affordability relative to income,
breach or defauitof ~ Probability of default Swiss owner- otcupled mortgages Score card property type, loan-to va\ue 20
9n/1.0 At . . . . -
Annual Report. Page references within the PDF st Income Pmducmg Real Estate mnngages Transaction ratmg Loan-to-value, debt-service- cnverage 20
. . . laws, rules and reg -10-!
link directly to the associated pages of the report. UBS' own ntemal Lombard lending Merton type Loan-to-value, portfolio volatllity 10-15
Pacion ik the ek Financial data including balance sheet ratios and
e e Retail & Corporate — Corporates Score card profit and loss, and qualitative risk factors 16
nlv th mmary risk inition nd k TS5 e Yohie Financial data including balance sheet ratios and
o y the su ary ris def tions and ey &g, discomtate, M Investment Bank — Banks Score card profit and loss 5-10
parameters Of the bank’s credit risk models are fl';:’:“’;l'g;""f"'n’d‘f’"[" Score card/market  Finandial data including balance sheet ratios and
h h socially ot s Investment Bank — Corporates data profit and loss, and market data 5-10
shown here - Refer to the °C Historical observed loss rates, loan-to-value,
Business risks: ther|  L0sS given default Swiss owner-occupied mortgages Actuarial model property type 20
;W Income Producing Real Estate mortgages Actuarial model Historical observed loss rates 20
200} Lombard lending Actuarial model Historical observed loss rates 10-15
Reputation risks Rela\\ & Corporate - Cmpurates Actuarial model Historical observed loss rates 16
Reputational risk: Counterparty and facility specific, including
stakeholders ~ custom ; o
i ] industry segment, collateral, seniority, legal
Investment Bank — all counterparties Actuarial model environment and bankruptcy procedures 5-10
Exposure type (committed credit lines,
Exposure at default Banking products Statistical model revocable credit lines, contingent products) >10
Traded products Statistical model Product specific market drivers, e.g., interest rates n/a
AA

Source: UBS Annual Report 2014, pgs 170




Section 1 — General recommendations

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 3: Discuss top and emerging risks, including quantitative disclosure and recent changes

Top and emerging
risks

(Unoudited)

0/6

Our approach to identifying and monitoring top and
emerging risks is described on page 22.

During 2014, senior management paid particular
attention to a number of top and emerging risks. Our
current top and emerging risks are as follows:

Macroeconomic and geopolitical risks

(3 Economic outlook and government
intervention

e Increased geopolitical risk

e Economic outlook and government
intervention

Economic growth in both developed and emerging
market countries remained weak in 2014.

Oil and commodity prices have declined significantly
since the middle of 2014 as a result of increasing global
demand-supply imbalances. The precipitous fall in
energy prices over such a short span of time changes
both the nature and the distribution of risks. It sharpens
fiscal and financing challenges for energy exporters,
and although it brings benefits for oil importers, it also
accentuates deflationary risks among some of these
(particularly in the eurozone). In addition, the prospect
of low oil prices for a prolonged period may reduce
investment in exploration and thus poses the danger
of significantly reduced future supply.

The economic recovery in the eurozone is still at risk.
Deflationary pressures persist as a result of low oil prices
and despite much looser monetary policy. Acceleration
in the structural reform agenda could also accentuate
deflationary pressures in the short-term. The eurozone
is discussed further in ‘Areas of special interest’ on
page 126. Japan fell into a technical recession in the
third quarter of 2014 and policy responses may not be
sufficient to support a recovery in economic activity.
Resilience in US economic activity represents an upside
to the world economy.

HSBC clearly separates Top vs
Emerging risks and outlines
their potential impact on the
company as well as
mitigating actions. The list
itself changed meaningfully
between the 2013 and 2014
Annual Reports

Emerging markets, particularly those with domestic
vulnerabilities, remain exposed to monetary policy
normalisation in the US and to greater risk aversion.
While high by international standards, mainland China’s
GDP growth in 2014 was the lowest in over two decades
and recent forecasts indicate a lower trajectory than in
recent years. Years of excessive investment, notably in
the property market, has stoked potential financial
bubbles, requiring the implementation of a new
economic growth model.

Potential impact on HSBC

e HSBC's results could be adversely affected by a
prolonged period of low or negative interest rates,
low inflation levels or deflation and/or low oil prices.

* We earn a significant proportion of our profits from
our operations in emerging markets. Our results could
be adversely affected by a prolonged slowdown in
emerging market growth.

* Global trade and capital flows may contract as a
result of weaker economic growth, the introduction
of protectionist measures, the emergence of
geopolitical risks or increasing redenomination risk.
This may curtail our profitability.

Mitigating actions

d |

* We closely i i P s in key
markets and sectors with the aim of ensuring trends
are identified, the implications for specific customers,
customer segments or portfolios are assessed and
appropriate mitigating action, which may include
revising key risk appetite metrics and limits, is taken
as circumstances evolve.

* We use stress testing, both internal and regulatory
programmes, to assess the effect of changes in

Civil unrest and demanstrations in a number of countries
during 2014, including Turkey and Hong Kong, have also
contributed to geopolitical risk as g ents took
measures to cantain them.

A number of emerging and developed markets will hold
elections in 2015, which could lead to further market
velatility. In addition, a sustained period of low oil prices
may affect stability in countries that rely heavily on ail
preduction as a significant source of revenue.

Potential impact on HSBC

* Our results are subject to the risk of loss from
f: ble political d its, currency

fluctuations, social instability and changes in
government policies on matters such as
expropriation, authorisations, international
ownership, interest-rate caps, foreign exchange
transferability and tax in the jurisdictions in which
‘we operate.

Actual conflict could expose our staff to physical risk
and/or result in physical damage to our assets.

Mitigating actions

* We continuously monitor the geopolitical outlook,
in particular in countries where we have material
exposures and/or a physical presence,

* OQurinternal credit risk rating of sovereign
counterparties takes these factors into account and
drives our appetite for conducting business in those
countries. Where necessary, we adjust our country
limits and exposures to reflect our risk appetite and
mitigate risks as appropriate.

Macro-prudential, regulatory and legal risks
to our business model

o Regulatory developments affecting our
busi model and Group profitability

economic conditions on our operations. Reg y
stress tests are discussed on page 124,

e Increased geopolitical risk

Our operations are exposed to risks arising from political
instability and civil unrest in many parts of the world,
which may have a wider effect on regional stability and
regional and global economies.

Geopolitical risk increased during 2014. Military escalation
and/or civil war remain a possibility in Ukraine, while
sanctions targeting the Russian government, institutions
and individuals, together with falling oil prices, have had
an adverse effect on the Russian economy.

In the Middle East, the civil war in Syria has been
complicated by the seizure of parts of Iraq and Syria by
Islamic State, a terrorist group. Elsewhere in the region,
chaos in Libya, ongoing tensions between Israel and
Palestine and fraught negotiations over Iran’s nuclear
programme are combining to increase risks to stability.
In Asia, there was no easing in the maritime sovereignty
disputes involving mainland China and its neighbours,
while tensions remain high over the line of control
between India and Pakistan, raising concerns over a
possible wider conflict between the two nuclear-armed
neighbours.

o Regulatory investigations, fines, sanctions,
commi and orders and
requirements relating to conduct of businass
and financial crime negatively affecting our
results and brand

o Dispute risk

Source: HSBC 2014 Annual Report, pg 118-124

Financial service providers face increasingly stringent
and costly regulatory and supervisory requirements,
often invelving the provision of large amounts of data,
particularly in the areas of capital and liguidity

. conduct of b operational
structures and the integrity of financial services delivery.
Increased government intervention and control over
financial institutions both on a sector-wide basis and
individually, together with measures to reduce systemic
risk, may significantly alter the competitive landscape
locally, regionally and/or globally for some or all of the
Group's businesses, These measures may be intreduced
as formal requirements in a supra-equivalent manner
and to differing timetables by different regulatory
regimes.

o Regulatory developments affecting our
business model and Group profitability

Regulatory changes affect our activities, both of the
Group as a whole and of some or all of cur principal
subsidiaries. These changes include:

o the UK's Financial Services (Banking Reform) Act 2013
which requires the ring-fencing of our UK retail
banking activities from wheolesale banking, together
with the structural separation of other activities as

ged in the legisl 1 and rules adopted in the
US (including the Vielcker Rule adopted in December
2013 under the Dodd-Frank Act), measures adopted
in France restricting certain trading activities and
potential further changes under European
Commission proposals for structural measures for
larger EU banks;

the implementation of extra-territorial laws, including
the US Foreign Account Tax Compliance Act (‘FATCA’)
and ather related initiatives to share tax information
such as those being pursued by the OECD more
generally;

changes in the regime for the operation of capital
markets, notably mandatory central clearing of aver
the counter (‘OTC’) derivatives, including under the
Dodd-Frank Act and the EU's European Market
Infrastructure Regulation (‘EMIR’);

changes arising from the increasing focus by
regulators on how institutions conduct business,
particularly with regard to the delivery of fair
outcomes for customers and orderly/transparent
markets, promating effective competition in the
interests of consumers {including the outcome of the
current investigation by the UK Competition and
Markets Authority on the personal current account
and SME banking market in the UK and recent
indications of further FCA focus on UK whalesale
markets);

the outcome of the Fair and Effective Financial
Markets Review being undertaken by the Bank of
England which will consider changes in the operation
of wholesale financial markets in the UK;

restrictions on the structure of remuneration imposed
under CRD IV and UK regulations and increasing
requirements to detail management accountability
within the Group to meet the requirements of the
Senior Managers' Regime in the UK (including the
continued focus in the UK on the progress being
made in impl ting wider rec ion:
made by the Parliamentary Commission on Banking
Standards on matters relating to institutional
‘culture’, employee conduct and obligations more
lly such as whistleblowing ete.);

the implementation of CRD IV, notably the UK
application of the capital buffer framework and its
interaction with Pillar 2;

the effect of proposals for the UK Financial Policy
Committee to be given mare powers ta impose
leverage constraints on UK banks;

o Regulatory investigations, fines, sanctions,
commitments and consent orders and
requirements relating to conduct of business
and financial crime negatively affecting our
results and brand

Financial service providers are at risk of regulatory
sanctions or fines related to conduct of business

and financial crime. The incidence of regulatory
proceedings against finandial service firms is increasing,
with a consequent increase also in civil litigation arising
from or relating to issues which are subject to regulatory
investigation, sanction or fine. In addition, criminal
prosecutions of financial institutions for, among other
alleged conduct, breaches of AML and sanctions
regulations, antitrust violations, market manipulation,
aiding and abetting tax evasion, and providing unlicensed
cross-border banking services, have become more
commonplace and may increase in frequency due to
increased media attention and higher expectations from
prosecutors and the public. Moreover, financial service
providers may face similar or broader legal proceedings,
investigations or regulatory actions across many
jurisdictions as a result of, among other things, increased
media attention and higher expectations from regulators
and the public. Any such prosecution or investigation of,
or legal proceeding or regulatory action brought against,
HSBC or one or more of its subsidiaries could result in
substantial fines, penalties and/or forfeitures and could
have a material adverse effect on our results, business,
financial condition, prospects and reputation, including
the potential loss of key licences, requirement to exit
certain businesses and withdrawal of funding from
depositors and other stakeholders.

Regulatory commitments and consent orders

In December 2012, HSBC Holdings, HSBC North America
Holdings Inc. ("HNAH') and HSBC Bank USA, N.A. ("HSBC
Bank USA’) entered into agreements with US and UK
authorities regarding past inadequate compliance with
AML and sanctions laws. Among these agreements, HSBC
Holdings and HSBC Bank USA entered into a five-year
deferred prosecution agreement (‘US DPA’) with the US
Department of Justice (‘DoJ’) and HSBC Holdings entered



Section 1 — General recommendations

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 3: Discuss top and emerging risks, including quantitative disclosure and recent changes

5. Risk environment

As a result of the environment in which Banco Santander
operates, there are different potential risks that could threaten
the development of business and meeting the Group's strategic
objectives. The risk division identifies and assesses these risks and
presents them regularly for analysis to senior management and
the board, which take the opportune measures to mitigate and
control them. The main focuses of risk are:

« Macroeconomic environment: at the end of 2014, the main
sources of macroeconomic uncertainty were:

« Economic slowdown in Europe.

« The adjustment to the Chinese economy, which could impact
emerging as well and developed markets.

+ Change in the US interest rate scenario and its possible
impact on emerging markets (flight to quality).

- Evolution of commodity prices and their possible impact on
various economies.

Banco Santander’s business model, based on geographic
diversification and a customer-focused bank, strengthens the
stability of results in the face of macroeconomic uncertainty,
ensuring a medium-low profile.

The Group uses techniques of scenario analysis and stress tests
to analyse the possible evolution of macroeconomic indicators
and their impact on the income statement, capital and liquidity.
These analyses are incorporated to risk management when
planning capital (section 12.3), risk appetite (section 4.4) and
risk management of the different types of risk (section 6.5.2 on
credit, 7.2.1.6. on market and 8.2.2. on liquidity).

+ Competitive environment: the financial industry has
undergone in the last few years a process of restructuring and
consolidation that could still continue in the coming years. These
movements are changing the competitive environment, as a
result of which senior management continuously monitors the
competitive environment, reviewing the Bank's business and
strategic plan. The risk division ensures that the changes in the
plans are compatible with the risk appetite limits.

« Regulatory environment: a regulatory environment for the
financial industry more demanding in capital and liquidity
has been shaped in the last few years, as well as a greater
supervisory focus on risk management and business processes.

In this line the Single Supervisory Mechanism came into force in
November 2014. Previously, during 2014, the European Central
Bank, in coordination with the European Banking Authority,
conducted a global evaluation to enhance the transparency, control
and credibility of European banks (see more detail in section 10of this
chapter). This context will mark the regulatory environment of the
coming months. Of note are the following aspects:

« The entry into force of joint supervisory teams, formed from
teams from the relevant national authorities and the European
Central Bank.

« The gradual harmonisation of criteria, concepts, authorisation
procedures, etc, seeking an homogenisation that equals the
regulation and supervision that affects European banks.

« In the same line, supervision of all European banks under a
common methodology: the Supervisory Review and Evaluation
Process (SREP).

« The importance of the relations established between the Single
Supervisory Mechanism and the rest of supervisors in countries
where the Group operates, through supervisory colleges and the
signing of memories of understanding with them.

Source: Santander 2014 Annual Report, pg 192-193

The Bank is attaching greater priority to these issues by
permanently monitoring the changes in the regulatory
environment, which enables it to rapidly adapt to the new
requirements. The Group is strengthening teams in all
spheres of its activity in order to comply with the supervisors'
requirements.

The Group also has a coordination mechanism, fostered and
backed by the board and senior management, among the
different management areas and countries, in order to ensure
a consistent response at Group level and implement the best
practices in managing projects with regulatory impact.

Of note, among others, are the projects in order to adjust to:

« The requirements of the Basel capital regulations which have
been transposed in most countries where the Group operates,
particularly in Europe via the CRR/CRD IV.

« The international standards on risk data aggregation (RDA).

» The US Volcker rule that limits the own account operations that
banks can carry out.

« The European investor protection rule (MIFID I1) which streng-
thens the requirements related to the functioning of securities
markets and marketing of financial products.

Non-financial and transversal risks (operational, conduct,
reputational, strategic, etc): these risks are assumin increasing
importance because of the attention paid to them by regulators
and supervisors, which see in them a reflection of the way
banks behave toward their stakeholders (employees, clients,
shareholders, investors and social agents). Of particular note in
the financial industry are:

« With operational risk, cyber risk or the risk of suffering attacks
by third parties on the Bank's IT systems, which could alter
the integrity of the information or normal development of

operations. The Bank has been strengthening in the last few
years its computer security system and continues to invest in
this area in the face of potential threats (for more detail see
section g).

Conduct risk: in the last few years there has been a growing
tightening of regulations regarding the treatment that banks
must provide to their customers, These changes in regulations
and their application could entail an impact for banks involving
potential judicial demands or fines by supervisors as well as
the necessary changes to processes and structure that must be
carried out to comply with the new standards.

Banco Santander is strengthening control of this risk and
has launched a global plan to improve the marketing of
investment products and analysis of the costs incurred (paid
or provisioned) as a result of compensation to clients and
sanctions.

In line with the regulatory recommendations in the corporate
governance sphere, the board agreed to appoint an executive
vice-chairman to whom the compliance function reports.

More information is available in the section on compliance,
conduct and reputational risk in this report.



Section 1 — General recommendations

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 4: Once the applicable rules are finalized, outline plans to meet each new key regulatory
ratio, e.g. the net stable funding ratio, liquidity coverage ratio and leverage ratio

Supplementary Leverage Ratio

The following table sets forth Citi’s estimated Basel 111 Supplementary Leverage ratio and related components, under the Revised Final Basel 111 Rules, for the

three months ended December 31, 2014 and December 31, 2013

Citigroup Estimated Basel Il Supplementary Leverage Ratios and Related Components '"

Liguidity Coverage Ratio

Short-Term Liquidity Measurement; Liquidity Coverage Ratio (LCR)

In addition to inteal measures that Citi has developed for a 30-day stress
scenario, Citi also monitors its liquidity by reference to the LCR, as calculated
pursuant to the final U.S. LCR rules.

As set forth in the table above, Citi’s estimated LCR under the final US. LCR
rules was 112% as of December 31, 2014 and 111% as of September 30, 2014,
The increase quarter-over-quarter was primarily driven by deposit flows and
improvements in the quality of Citi’s deposit base.

December 31,  December 31, Generally, the LCR is designed to ensure that banks maintain an Prior to September 30, 2014, Citi reported its LCR based on the Basel
In millons of dollars, except ratios 2014 20139 dequate level of HQLA to meet liquidity needs under an acute 30-day Committee’s final LCR rules, On this basis, Citi's estimated LCR was 117%
Tler 1 Capital $ 148275 $ 133412 stress scenario. Under the final U.S. rules, the LCR is calculated by dividing as of December 31, 2013, Year-over-year, the decrease in Citi’s estimated LCR
To:'n_‘:umhn“ ,w"m m‘”mf’ £5:000.986 — HQLA by estimated net outflows over a stressed 30-day period, with the net was primarily due to the impact of the final U.S. LCR rules. Specifically, as
Certain off-balance sheet exposures: @ . Kt outflows determined by applying assumed outflow factors, prescribed in the discussed under “High Quality Liquid Assets” above, the final U.S, LCR rules
Potential future exposure (PFE) on derivative contracts 240,712 240,534 rules. to various categories of liabilities, such as deposits, unsecured and excluded certain assets from the calculation of HQLA. In addition, estimated
gﬁm mm:ld of s::i toc:m derivatives, net : :,m 1(2)2.3;; secured \\hola\"flle hornw.ing?. unused commitments :|‘|1d de‘m -jlliws-mlzlled net outflows are higher under the final U.S. 1CR rules, primarily due to the
. terparty credit risk for repo-style transactions “g G exposures, partially nlf.wl by inflows from assets m:llAnrlnu within ,-s(l days. In “peak day” outflow requirement discussed above as well as higher deposit
Other oft-balance sheet exposures 229672 210571 addition, the final U.S. rules require that banks estimate net outflows based outflow assumptions resulting from the more stringent deposit classifications
Total of cortaln off-belance sheet exposiros s 650,820 S 64298 on the highest 1|1d|\'ld\|a] day’s mismatch between contractual and Cf‘ﬂ:lu.l (e... the nature of the deposit balance or counterparty designation) under
Less: Tier 1 Capital deductions 64,458 73,500 non-tefined maturity inflows and outflows, known as the “peak day” outflow the final USS. LCR rules
Total Leverage Exposure $2,486,317 $2.456,006 requirement. Giti’s LCR is subject to a minimum requirement of 100%. Dec.31, Sept 30,
Supplementary Leverage ratio 5.96% 543% The table below sets forth the components of Citi's estimated I biions of dolars 2014 2014
— 5l 1 1 VOERS ot ¢ AC
R, . S S— " it i i LCR calculation and HQI‘A in excess of estimated net outflows as of Available cash $1027  $1136
measunng CIbgroup's progress against ke rogulatory cagital standards December 31, 2014 and September 30, 2014. U8, Treasuries 1395 171
(21 Pro forma presantation based on apeiication of the Revised Final Basel 1 Rules consistant with curment pariod presentation. / ) B
{3) Raprasents the daily verage of on-balance sheet assets for the quarter, Dec. 31, Sept. 30, 115, Agencien Auem):‘ s 814 4
(@) Regresents the avernge of certain oft-bakirce sheet exposures cakeulated a5 of the kst Gy of each monh n the quarter in billions of dotars 2014 2014 Foreign govemnment 1102 121.6
{5) Under the Revised Final Basel il Rules, barking organizaions are required to inchide in TLE the effectve notional amount of sold credit derfvatives, with netting of expasures penmitted if certan conditions are met. High quality liquid assets $4126 $416.4 W 31 3.4
6) Repo-stye ransactions include repurchase o reverse repurchase transactons and sacurities barmowing or securities knding ransactions. q = s
Estimated net outflows $368.6 $374.5 Total $4126  $4164
> —
Citigroup’s estimated Basel 111 Supplementary Leverage ratio under Citibank, NA s estimated Basel 111 Supplementary Leverage ratio under h'g&f"z::;;%e‘ ':S?“am i % “::" % ;21 [1)% ke At ol ot s il s s utanatad i o 0 Ml UL L1 e
the Revised Final Basel [1 Rules was 6.0% for the fourth quarter of 2014, the Revised Final Basel 111 Rules was 6.3% for the fourth quarter of 2014, — — - (1) Foreign government includes securities issued or guarantead by foreign sovereigns, agencies and
unchanged from the thind quarter of 2014, and increased from 5.4% for the unchanged from the thind quarter of 2014 and, on a pro forma basis, from Note: Amounts set foth n the table above are estmated based on the final U.S. LCR rules. ::mf;."::ﬂ”ﬂ‘zf SN :::I:.: z;m';ﬁ;aﬁ:’m:’:;,
fourth quarter of 2013 (on a pro forma hasis to conform to current period the fourth quarter of 2013. Tier 1 Capital benefits resulting from quarterly Bruzi, Hong Kong, India, Japan, Korea, Mexico, Pokand, Singapore and Tahwan
presentation). Citi's estimated Basel 111 Supplementary Leverage ratio and annual net income and DTA utilization were largely offset by an High-Quality Liquid Assets
remained unchanged quarter-over-quarter as the Tier 1 Capital benefits increase in Total Leverage Exposure and a reduction in Accumulated otber Py S'"E'mm Other Citibank and Soiat
restlting from preferred stock issuances and a decrease in goodwill were comprebensive income (lass) and, for the year only, cash dividends paid by Paront tibank Entities Entities o
offset by a decrease in dce { olber bensive income (loss) Citibank, NA. to its parent, Citicorp, and which were subsequently remitted Dec.3l, Sept%0, Decdl, Swtd Dec.Sl,  SE0.  Decdl.  SeLao
o) . ’ ’ e il 2 ! In billions of doiars 2014 2014 2014 2014 2014 2014 2014 2014
with Total Leverage Exposure also remaining substantially unchanged b = e s 648 3778 s S 65 P v
The growth in the ratio from the fourth quarter of 2013 was principally SRR e ! : g :
driven by ar increase i Tier | Capital atribatable Largely o et inookne of Long-Term Liquidity Measurement: Net Stable Funding Ratio (NSFR) Unencumbered liquid securities 350 318 2031 1975 718 736 $3098  $3029
§73 billion, approsimately $3.3 billion of DTA utilization and approximately  For 12-month liquidity stress periods, Citi uses several measures, including Total $725 $50.1 $2577 _ $2753 $824 3821 84126 $416.4

$3.7 billion of perpetual preferred stock issuances, offset in part by a
reduction in Acc lated other comy ive income (loss) and a
marginal increase in Total Leverage Exposure

its internal long-tenm liquidity measure, based on a 12-month scenario
assuming market, credit and economic conditions are moderately to highly
stressed with potential further deterioration. It is broadly defined as the ratio
of unencumbered liquidity resources to net stressed cumulative outflows over
a 12-month period.

In addition, in October 2014, the Basel Committee issued final standards
for the implementation of the Basel [11 NSFR, with full compliance required
by January 1, 2018. Similar to Citi’s internal long-term liquidity measure, the
NSFR is intended to measure the stability of a banking organization’s stable
funding over a one-vear time horizon. The NSFR is calculated by dividing the
level of its available stable funding by its required stable funding. The ratio
is required to be greater than 100%. Under the Basel [11 standards, available
stable funding includes portions of equity, deposits and long-term debt, while
required stable funding includes the portion of long-term assets which are
deemed illiquid. Citi anticipates that the U.S. regulators will propose a LS.
version of the NSFR during 2015,

To be considered leading practice, members of the User Group expect
banks to disclose pro-forma ratios as well as the underlying components
of the measures (e.g., leverage exposure, HQLA and net outflows, fully
loaded risk weighed assets for Standardized / Advanced)

Source: Citigroup 2014 Annual Report, pgs 51-52, 94, 99

Note: Amounts a5 of Decenber 31, 2014 and September 30, 2014 get forth i the table above are estimated basad on the final U.S. Liguidity Coverage Ratio (LCR) ndes {s2e “Liquidity Management, Stress Testing and
Measursment” below). Al amounts are as of period end and may increase of decrease intra-period in the ordinary course of business.

As set forth in the table above, Citi's HQLA under the final .S, LCR rules
as of December 31, 2014 was $412.6 billion, compared to $416.4 billion
as of September 30, 2014. The decrease in HQLA quarter-over-quarter was
primarily driven by a reduction in deposits in the significant Citibank entities
(see “Deposits” below), partially offset by long-term debt issuance, increased
short-term borrowings and replacement of non-HQIA securities with
HOQLA-eligible securities, each in the parent entity,

Prior to September 30, 2014, Citi reported its HQLA based on the
Basel Committee’s final LCR rules. On this basis, Citi’s total HQLA was
$423.7 billion as of December 31, 2013, Year-over-vear, the decrease in Citi's
HQLA was primarily due to the impact of the final US. LCR rules, which
excluded municipal securities, covered bonds and residential mortgage-
backed securities from the definition of HQLA, partially offset by an increase
in credit cand securitizations and Federal Home Loan Banks (FHLB)
advances, each in Citibank, NA.

The following table shows further detail of the composition of Citi's
HQLA by type of asset as of December 31, 2014 and September 30, 2014. For
securities, the amounts represent the liquidity value that potentially could be
realized, and thus exclude any securities that are encumbered, as well as the
haircuts that would be required for secured financing transactions.

Citi's HQLA as set forth above does not include additional potential
liquidity in the form of Citigroup's borrowing capacity from the various
FHLB, which was approximately $26 billion as of December 31, 2014
(compared to $22 billion as of September 30, 2014 and $30 billion as of
December 31, 2013) and is maintained by pledged collateral to all such
banks. The HQLA shown above also does not include Citi's borrowing capaci
at the U.S. Federal Reserve Bank discount window or international central
banks, which would be in addition to the resources noted above.

In general, Citigroup can freely fund legal entities within its bank

vehicles, Citigroup’s bank subsidiaries, including Citibank, N.A., can lend

to the Citigroup parent and broker-dealer entities in accordance with
Section 23A of the Federal Reserve Act. As of December 31, 2014, the amount
available for lending to these entities under Section 23A was approximately
$17 billion (unchanged from September 30, 2014 and December 31, 2013),
subject to collateral requirements.
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Section 1 — General recommendations

Recommendation 4: Once the applicable rules are finalized, outline plans to meet each new key regulatory
ratio, e.g. the net stable funding ratio, liquidity coverage ratio and leverage ratio

Leverage Ratio

Leverage ratio requirements

The leverage exposure below has been prepared in line with the PRA's revised Supervisory Statement SS3/13, which requires the exposure
measure to be calculated on a BCBS 270 basis and Barclays to meet a 3% end point Tier 1 leverage ratio.

In January 2014, the Basel Committee finalised its revised standards (BCBS 270) for calculating the Basel Ill leverage ratio. The European

Commission s implementing the amendments into the CRR via a delegated act which came into force from January 2015. Barclays does not
believe that there is a material difference between the BCBS 270 leverage ratio and a leverage ratio calculated in accordance with the delegated

act

At 31 December 2014, Barclays' BCBS 270 leverage ratio was 3.7%, which is in line with the expected minimum end state requirement outlined by

the Financial Policy Committee (FPC),

BCBS 270 leverage ratio

As at As at As at
31204 30.09.14 30.06.14
Leverage exposure £bn £bn £bn
Accounting assets
Derivative financial instruments 440 383 333
Cash collateral 73 60 60
Reverse repurchase agreements (SFTs) 132 158 172
Loans and advances and other assets 713 765 750
Total IFRS assets 1358 1,366 1315
Regulatory consolidation adjustments (8) (8) (8)
Derivatives adjustments
Derlvatives netting (395) (345) (298)
Adjustments to cash collateral (53) (42) (31)
Net written credit protection 27 28 29
_Potential future exposure on derivatives 179 195 195
Total derivatives adjustments (242) (164) (105)
Securities financing transactions (SFTs) adjustments 25 34 56
Regulatory deductions and other adjustments (15) (14) (10)
Weighted off balance sheet commitments 115 110 105
Total fully loaded leverage exposure 1,233 1,324 1353
Fully loaded CET1 capital 415 420 408
Fully loaded AT1 capital 46 46 4.6
Fully loaded Tier 1 capital 46.0 46.6 454
Fully loaded leverage ratio 3.7% 3.5% 34%

Group Transform targets

Definition

BCBS 270 fully loaded leverage ratio

From 30 June 2014, Barclays adopted the January
2014 BCBS 270 rules for leverage exposure as the
primary measure to manage leverage exposure for
the Group, and ultimately derive the related
leverage ratio for the Group. These rules
supersede the previously recognised PRA leverage
basis, with the PRA also adopting the BCBS based
metric as the primary measure.

The ratio is calculated as fully loaded Tier 1 Capital
divided by BCBS 270 fully loaded leverage
exposure.

Why it is important and how the Group performed

The leverage ratio 1s non-risk based and is
intended to act as a supplementary measure to
the risk-based capital metrics such as the CET1
ratio

The BCBS 270 leverage ratio increased to 3.7%
(30 June 2014: 3.4%), reflecting a reduction in the
BCBS 270 leverage exposure of £120bn to
£1,233bn and an increase in Tier 1 Capital to
£46.0bn (30 June 2014: £45.4bn). Tier 1 Capital
includes £4.6bn of Additional Tier 1 (AT1)
securities.

Transform target:
BCBS 270 leverage ratio > 4.0% by 2016.

2014; 3.70/0

2016 Target: > 4.0%

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Liquidity Coverage Ratio

Comparing internal and regulatory liquidity stress tests

The LRA stress scenarios, the PRA ILC and the CRD IV LCR are all broadly comparable short term stress scenarios in which the adequacy of
defined liquidity resources is assessed against contractual and contingent stress outflows. The PRA ILG and the CRD IV LCR stress tests provide an

independent assessment of the Group's liquidity risk profile.

Stress Test Barclays LRA PRA ILG CRD IV LCR Basel Il NSFR

Time Horizon 30 - 90 days 3 months 30 days 6+ months

Calculation Liquid assets to net cash Liquid assets to net cash Liquid assets to net cash Stable funding resources
outflows outfiows outflows to stable funding

As at 31 December 2014, the Group held eligible liquid assets in excess of 1

LCR requirement

Compliance with internal and regulatory stress tests

requirements

% of stress requirements for all three LRA scenarios and the CRD IV

Barclays' LRA
(one-month
8

Estmated

CRD IV LCR
As at 31 December 2014 £bn
Total eligible liquidity pool 153
Asset inflows 7 20
Stress outflows
Retail and commercial deposit outflows (49) (71)
Wholesale funding (26) (17)
Net secured funding (12) (6)
Derivatives (7) (10)
Contractual credit rating downgrade exposure (13) (13)
Drawdowns of loan commitments (8) (26)
Intraday (12) =
Total stress net cash flows (120) (123)
Surplus 29 30
Liquidity pool as a percentage of anticipated net cash flows 124% 124%
As at 31 December 2013 104% 96%

During 2014, the Group strengthened its liquidity position, bullding a larger surplus to its internal and regulatory requirements. This positions the
Group well for potential rating changes as credit rating agencies assess sovereign support in Barclays Bank PLC credit ratings. The Group plans to
maintain its surplus to the internal and regulatory stress requirements at an efficient level, while considering risks to market funding conditions
and its liquidity position. The continuous reassessment of these risks may lead to appropriate actions being taken with respect to sizing of the

liquidity pool.

Liquidity risk stress testing

Under the Liquidity Framework, the Group has established a Liquidity
Risk Appetite (LRA) together with the appropriate limits for the
management of the liquidity risk. This is the level of liquidity risk the
Group chooses to take in pursuit of its business objectives and In
meeting its requlatory obligations. The key expression of the liquidity
risk is through internal stress tests. It is measured with reference to the
liquidity pool compared to anticipated stressed net contractual and
contingent outflows for each of three stress scenarios.

In addition to quantifying its leverage exposure and components of LCR, Barclays outlines its internal

targets for these ratios over time

Source: Barclays 2014 Annual Report, pgs 189, 192, 194

Liquidity Risk Appetite
As part of the LRA, the Group runs three primary liquidity stress
scenarios, aligned to the PRA's prescribed stresses:

® A 90-day market-wide stress event;
= A 30-day Barclays-specific stress event; and
= A combined 30-day market-wide and Barclays-specific stress event.

Under normal market conditions, the liquidity pool is managed to be at
a target of at least 1009% of anticipated outflows under each of these
stress scenarios. The 30-day Barclays-specific stress scenario, results in
the greatest net outflows of each of the liquidity stress tests. The
combined 30-day scenario assumes outflows consistent with a
firm-specific stress for the first two weeks of the stress period, followed
by relatively lower outflows consistent with a market-wide stress for
the remainder of the stress period
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Risk governance and risk management strategies /
business model
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Section 2 — Risk governance and risk management strategies / business model

Recommendation 5: Bank’s risk management organisation, processes and key functions

RISK MANAGEMENT OVERSIGHT

Fundamental to our business is the prudent taking of risk in line
with our strategic priorities. The primary objectives of risk man-
agement are to protect our financial strength and reputation, while
ensuring that capital is well deployed to support business activities
and grow shareholder value. Our risk management framewark is
based on transparency, management accountability and indepen-
dent oversight. Risk management is an integral part of our busi-
ness planning process with strong involvement of senior manage-
ment and the Board of Directors (Board).

To meet the challenges of a volatile market environment and
changing regulatory frameworks, we are working to continuously
strengthen risk management throughout the Group. We have com-
prehensive risk management processes and sophisticated control
systems. We are working to limit the impact of negative develop-
ments that may arise by carefully managing risk concentrations.

Risk governance
Effective risk management begins with effective risk governance.
Cur risk governance framework is based on a “three lines of
defense” governance model, where each line has a specific role
and defined responsibilities and works in close collaboration to
identify, assess and mitigate risks.

The first line of defense is the front office, which is respansible
for pursuing suitable business opportunities within the strategic

risk objectives and compliance requirements of the Group, includ-
ing primary responsibility for compliance with relevant legal and
regulatory requirements and intemal controls.

The second line of defense includes functions such as risk
management, legal and compliance and product control. It articu-
lates standards and expectations for the management of risk and
effectiveress of controls, including advising on applicable legal
and regulatory requirements and publishing related policies, and
moenitors compliance with the same. The second line of defense
is separate from the front office and acts as an independent con-
trol function, responsible for reviewing and challenging front office
activities and producing independent management information and
risk management reporting for senior management and regulatory
authorities,

The third line of defense is the intemal audit function, which
monitors the effectivenass of controls across various functions and
operations, including risk management and governance practices.

Qur operations are regulated by authorities in each of the juris-
dictions in which we conduct business. Central banks and other
bank regulators, financial services agencies, securities agencies
and exchanges and self-requlatory organizations are among the
regulatory authorities that oversee our businesses. The Swiss
Financial Market Supervisory Authority FINMA (FINMA) is our pri-
mary regulator providing global supervision.

» Refer fo "Regulation and supervision® in | — Information on the company for
further informatice.

Key management bodies and committees covering risk management matters

Group / Bank

Board of Direct

Chief Executive Officer
Executive Board

Valuation Risk
Management Committes

(VARMC)

Capital Allocation & Risk.
Management Committee
(CARMC)

Divisions

Private Banking & Wealth Management
Risk Management Committee
Investment Banking
Risk Management Committee

Risk Processes &
Standards Committee
(RPSC)

Reputational Risk &

Sustainability Committee

(RRSC)

Regions / Legal entities

® FRisk boards and management committees for certain significant legal
antities with independent governance and cversight

m Responsible for assuring local regulatory compliance as well
as defining local risk appatite

Risk organization

The risk management function is responsible for providing risk
managerment oversight and establishing an organizational basis to
manage risk matters,

Our risk organization has been restructured in light of the
increasing complexity of the regulatory environment and the strong
emphasis on legal entity considerations. A core mandate of the
risk management function is to contribute to an effective and inde-
pendent second line of defense.

Source: Credit Suisse Group AG Annual Report 2014, pgs 127-129

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Risk organization

Group
Chief Risk Officer

Divisional chief risk officers Central functions
Enterprise Risk CRO
Management Change Management
Risk & Finance Data CRO
Analytics and Reporting Chief Operating Officer

Regional legal entity chief risk officers
Switzerland

EMEA

Legal Entity
Chief Risk Officer

APAC
Legal Entity
Chief Risk Officer

Americas

Legal Entity
Chief Risk Officer

Legal Entity
Chief Risk Officer

Global functions

Market Risk Management

Credit Risk Management

Operational Risk Management

T I1T1TI
T T11TI1I
I T1TI

Fiduciary Risk Management

The restructured risk management organization was developed in
the second half of 2014, it became effective in January 2015 and
its implementation continues during 2015. The key elements of the
risk organization include:

coverage. By consolidating our cross-functional and cross-busi-
ness risk initiatives in Enterprise Risk Management, we enhance
effectiveness and harmonize our overarching risk framework and
concepts. The Enterprise Risk Management mandate is focused
on the overarching risk framework including risk appetite and
stress testing, Group risk reporting, model risk management, risk-
related regulatory management and coordination of our reputa-
tional risk-related activities.

Matrix structure
Our matrix structure reflects the Group's business strategy and
emphasizes the Group's legal entity considerations.

The global functions comprise market, credit, operational and
fiduciary risk management, and they are accountable for functional
risk oversight and the limit framework both at global and local legal
entity level. They are also responsible for functional models, meth-
odologies and policies and function-related regulatory change.

The regional legal entity chief risk officers comprise our four
regions and provide risk oversight for legal entities. They define
the local risk management and risk appetite frameworks and are
responsible for meeting the legal-entity-specific regulatory require-
ments. The global functions and the regional legal entity chief risk
officers jointly manage the functional teams in each location.

Divisional chief risk officers

The two divisional chief risk officer roles for Investment Banking
and Private Banking & Wealth Management ensure alignment of
the risk management function within our businesses.

Other central functions

Risk & Finance Data Analytics and Reporting provides consistent
reporting production, analytics and data management shared with
finance functions. CRO Change Management is responsible for
the portfolio of strategic change programs across the risk man-
agement function. The CRO’s chief operating officer facilitates
Enterprise Risk Management business management within the risk management function.
The Enterprise Risk Management central function, with its head

directly reporting to the Group CRO, strengthens holistic risk
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Section 2 — Risk governance and risk management strategies / business model

Recommendation 5: Bank’s risk management organisation, processes and key functions

MAIN TYPES OF RISK

Credit risk

Organization

Risk measurement relies on rating systems adapted to each category of customer
and transaction, of which the Groupe BPCE Risk Management division is
responsible for defining and controlling performance.

Decisions are made at Groupe BPCE - subject to regulatory ceilings, a system
of internal ceilings and limits, relating to major groups (a company composed
of its subsidiaries) - on a consolidated basis, and a principle of counter-analysis
involving the Risk Management function, with a right of appeal that may
result in submission to the higher-level Credit Committee. Decision-making
in each Groupe BPCE entity is carried out within the framework of delegation
procedures.

The Risk Management division measures and monitors compliance with
regulatory ceilings at the Group level for the BPCE Group Risk Management
Committee, in accordance with regulation No. 93-05 of December 21, 1993
relating to the control of large risk exposures. Monitoring of compliance with
internal ceilings and limits is regularly checked by the Group Risk Management
Committee and the Group Audit and Risk Committee.

Within Groupe BPCE, an internal rating methodology shared by both networks
(specific to each customer segment) is applied for individual and professional
retail customers, as well as for the corporate, “central banks and other sovereign

exposures”, "central administrations”, "Public-sector and similar debt” and
"financial institutions”.

Risk monitoring within Groupe BPCE focuses on the quality of information,
which is necessary for proper risk assessment, on the one hand, and the level
of and trend in risks taken on the other. Compliance with the application of
standards and quality of data is managed through monitoring established in all
asset classes for which applications are shared by both the Banque Populaire
and Caisse d'Epargne networks. In conjunction with the consolidated Risk
Management and Modeling department, the supervision teams analyze
portfolios to help identify the main concentrations of risk.

The different levels of control within Groupe BPCE operate under the supervision
of the Risk Management division, which is also responsible for consolidated
summary reporting to the various decision-making bodies.

Sensitive matters (cases on the watchlist) and the provisioning policy for the
main risks shared by several entities (including Natixis) are regularly examined
by the Group Watchlist and Provisions Committee.

BPCE’s report has a clear and comprehensive
organization chart and good narrative discussion
on risk management process, including the
recent developments in 2014.

Activities in 2014

Within the framework of the Group Credit Committee, the Groupe BPCE Risk
Management division renewed the Group's limits for counterparties in the
banking, corporate, regional public authority and investment sectors, as well
as for real estate professionals and commodities traders.

In order to supplement its credit risk monitoring system, Groupe BPCE
implemented several risk management policies in the Group's key structural
segments: home loan, consumer loan, real estate professional, and LBO policies.
The existing sector policy system, which is intended to define recommendations
on sectors to which the Group's institutions have the most sensitive exposure,
is complete and is subject to annual review.

The Group's watchlist monitoring process was also expanded to include banking
and sovereign asset classes alongside existing asset classes in order to ensure
consistency in provisioning for the main doubtful loans shared by several entities.
The loans on the performing loan watchlist are also subject to closer supervision.

Finally, the control of the review of major risks incurred by networks was
strengthened as part of the ex-post system. In addition, subsidiaries Crédit
Foncier, Banque Palatine and BPCE I0M's delegations were reviewed.

Businesses { Internal audit Risk Compliance

Audit

mm"mm HR

Institution: Control System

Governing body
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the quality of
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control system Executive body

Audit and Risk Committee

Remuneration committee

-

‘ Internal Control Coordination Committee

Periodic control { ‘

Audit function - Inspection générale division ‘

| Risk Management Umbrella Committee and/or committees specific to each function
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* controls N - P
on-Compliance| | O ti | L . N inance T urity
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Level-one - - - —
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Source: BPCE Registration Document and Full-Year Financial Report 2014, pgs 87, 90-91
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Section 2 — Risk governance and risk management strategies / business model

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 6: Bank’s risk culture, and how procedures and strategies are applied to support the culture

Risk Culture

We seek to promote a strong risk culture throughout our organization. A strong risk culture is designed to help
reinforce our resilience by encouraging a holistic approach to the management of nsk and return throughout
our organization as well as the effective management of our risk, capital and reputational profile. We actively
take nsks in connection with our business and as such the following principles underpin risk culture within our
group:

— Risk is taken within a defined nisk appetite;

— Every risk taken needs to be approved within the nsk management framework;
— Risk taken needs to be adequately compensated; and

— Risk should be continuously monitored and managed.

Employees at all levels are responsible for the management and escalation of risks. We expect employees to
exhibit behaviors that support a strong risk culture. To promote this our policies require that behavior assess-
ment is incorporated into our performance assessment and compensation processes. We have communicated
the following risk culture behaviors through various communication vehicles:

— Being fully responsible for our risks;

— Being rigorous, forward looking and comprehensive in the assessment of risk;
— Inviting, providing and respecting challenges;

— Trouble shooting collectively; and

— Placing Deutsche Bank and its reputation at the heart of all decisions.

To reinforce these expected behaviors and strengthen our risk culture, we conduct a number of group-wide
activities. Our Board members and senior management frequently communicate the importance of a strong
nsk culture to support a consistent tone from the top. To further strengthen this message, we have reinforced
our targeted training. In 2014, our employees attended more than 88,000 mandatory training modules globally
including, for example, Global Information Security Awareness, An Introduction to MaRisk and the newly intro-
duced ‘Tone from the Top” module. As part of our ongoing efforts to strengthen our risk culture, we review our
training suite regularly to develop further modules or enhance existing components.

In addition, along with other measures to strengthen our performance management processes, we have de-
signed and implemented a process to tie formal measurement of risk culture-related behaviors to our employee
performance assessment, promotion and compensation processes. This process has been in place in our
CB&S and GTB divisions since 2010 and has subsequently been rolled out to all divisions and functions, with
PBC Germany being the latest to have implemented the process in January 2015. This process is designed to
further strengthen employee accountability.

We have also developed a dashboard to measure risk culture at a divisional and regional level. This was pi-
loted in CB&S and AWM in 2014 and will be further developed over the coming months.

Further measures are already being reviewed and will be added to the program in 2015.

Risk Appetite and Capacity

Risk appetite expresses the level of risk that we are willing to assume within our risk capacity in order to
achieve our business objectives, as defined by a set of minimum quantitative metrics and qualitative standards.
Risk capacity is defined as the maximum level of risk we can assume in both normal and distressed situations
before breaching regulatory constraints and our obligations to stakeholders.

Risk appetite is an integral element in our business planning processes via our Risk and Capital Demand Plan,
to promote the appropriate alignment of risk, capital and performance targets, while at the same time consider-
ing risk capacity and appetite constraints. We leverage the stress testing process to test the compliance of the
plan also under stressed market conditions. Top-down risk appetite serves as the limit for risk-taking for the
bottom-up planning from the business functions.

The Management Board reviews and approves our risk appetite and capacity on an annual basis, or more
frequently in the event of unexpected changes to the risk environment, with the aim of ensuring that they are
consistent with our Group’s strategy, business and regulatory environment and stakeholders’ requirements.

In order to determine our risk appetite and capacity, we set different group level triggers and thresholds on a
forward looking basis and define the escalation requirements for further action. We assign risk metrics that are
sensitive to the material risks to which we are exposed and which are able to function as key indicators of
financial health. In addition to that, we link our risk and recovery management governance framework with the
nsk appetite framework. In detail, we assess a suite of metrics under stress (CRR/CRD 4 fully loaded Common
Equity Tier 1 (“CET 17) ratio, Intemal Capital Adequacy (“ICA”) ratio, and Stressed Net Liquidity Position
(“*SNLP™)) within the regularly performed benchmark and more severe group-wide stress tests and compare
them to the Red-Amber-Green (*“RAG") levels as defined in the table below.

Risk Appetite Thresholds for key metrics
CRRICRD 4 fully loaded

RAG levels CETA ratio Internal capital adequacy  Stressed net liquidity position
Normal >8.0% > 135 % > € 5 billion
Critical 80%-55% 135 % —120% € 5 billion — € 0 billion
Crisis <55% <120 % < € 0 billion

Reports relating to our risk profile as compared to our risk appstite and strategy and our monitoring thereof are
presented regularly up to the Management Board. Throughout the year 2014, our actual risk profile has re-
mained in the normal levels as defined in the table above. In the event that our desired risk appstite is
breached under either normal or stressed scenarios, a predefined escalation governance matrix is applied so
these breaches are highlighted to the respective committees, and ultimately to the Chief Risk Officer and the
Management Board. Amendments to the nisk appetite and capacity must be approved by the Chief Risk Officer
or the full Management Board, depending on their significance. As part of our annual risk appetite thresholds
calibration exercise, we have furthermore adjusted our normal level of CRR/CRD 4 fully loaded CET1 ratio to
8.5 % and our ICA ratio to 140 % effective 2015 onwards. Therefore, the upper bound of the critical level for
CRR/CRD 4 fully loaded CET1 ratio and ICA ratio will be adjusted for these changes as well.

Deutsche Bank describes its risk culture and quantifies its risk appetite. Members of the User Group noted that very few banks quantified their risk appetite

to any meaningful degree

Source: Deutsche Bank 2014 Annual Report, pgs 72-74
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Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 6: Bank’s risk culture, and how procedures and strategies are applied to support the culture

RISK MANAGEMENT

Effective risk management is fundamental to the success of the Bank,
and is recognized as a core deliverable in the Bank's overall approach
to strategy management. Scotiabank has a strong, disciplined risk
management culture where risk management is a responsibility shared
by all of the Bank's employees. A key aspect of this culture is
diversification across business lines, geographies, products,

and industries.

Risk management framework

The primary goals of risk management are to ensure that the outcomes
of risk-taking activities are consistent with the Bank's strategies and risk
appetite, and that there is an appropriate balance between risk and
reward in order to maximize shareholder returns, The Bank’s enterprise-
wide risk mar f k p: the foundation for
achieving these goals,

This framework is subject to constant evaluation to ensure that it meets
the challenges and requirements of the global markets in which the
Bank operates, including regulatory standards and industry best
practices. The risk management programs of the Bank's subsidianes
conform in all material respects to the Bank’s risk management
framework, although the actual execution of their programs may be
different. For new acquisitions, or situations where control of a
subsidiary has been recently established, the Bank assesses existing risk
management programs and, if necessary, develops an action plan to
make improvements in a timely fashion.

Risks.
Credit Market Liquidity Opesational Reputational Environmental Strategic Insurance

Strong Risk Culture

The Bank's risk management framework is applied on an enterprise-
wide basis and consists of three key elements:

* Risk Governance,
* Risk Appetite, and
* Risk Management Tools.

The Bank’s risk management framework is predicated on the three-lines-of-defence model. Within this model, functional Business Line staff and
management (the first line) incur and own the risks, while Global Risk Management and other control functions (the second line) provide independent
oversight and objective challenge to the first line of defence, as well as monitoring and control of risk. Internal Audit Department (the third line) provides
assurance that control objectives are achieved by the first and second lines of defence.

4] Business Line/Corporate Function
Other Control Functions

2 Global Risk Management and

3 Internal Audit

o Orwin the risks associated with business actrvities.

« "independently faciiitate and |
imph ion of effective risk

. Indepg Enmmimringan&"

e Exercise business judgement to evaiuate risk.
o Ensure activities are within the Bank’s risk practices.
appetite and risk management policies. * Responsible for policy d

reporting, limits & controls,

ol  Focus on governance framework and controf
systems.
& * Audit findings reported to management and
oversight & Audit C

o Provide objective challenge 1o the first line

of defence.
* Provide training, tools and
policy and compliance.

Risk governance
Effective risk management begins with effective risk governance.

The Bank has a well-established risk govemance structure, with an active
and engaged Board of Directors supported by an experienced senior
managk team and a ¢ ized risk management group that is
independent of the business lines. Decision-making is highly centralized
through a number of senior and executive risk management committees.

The Board of Directors

The Board of Directors, either directly or through its committees ensures
that decision-making s aligned with the Bank’s strategses and risk
appetite. The Board approves key risk policies, limits and risk appetite
frameworks, and on a quarterly basis receives a comprehensive summary
of the Bank's nisk profile and performance of the portfolio against defined
goals. The Bank's Internal Audit department reports independently to the
Board (through the Audit and Conduct Review Committee) on the
effectiveness of the risk governance structure and risk management
framework.

Source: Scotiabank 2014 Annual Report,

advice to support

Management

Executive management, and in particular the President and Chief
Executive Officer and the Chief Risk Officer (CRO), are responsible for
risk management under the oversight of the Board. The CRO, who
oversees the Global Risk Management (GRM) division of the Bank,
reports to the President and Chief Executive Officer but also has direct
access to the Executive and Risk Committee of the Board. The President
and Chief Executive Officer, CRO, and other senior executives chair the
Bank’s senior and executive risk management committees. Committee
structures and key accountabilities are outlined on page 66.

Global Risk Management (GRM)

GRM is responsible for the design and application of the Bank's risk
management framework, and is independent of the Bank’s business
units. It provides oversight of credit, market (including structural
foreign exchange and structural interest rate), liquidity, operational
(including model), environmental and insurance risks.

pg. 65, 67

Risk management culture
Effective risk management requires a strong, robust, and
pervasive risk management culture.

The business lines are responsible for the development and execution
of business plans that are aligned with the Bank’s risk management
framework, and are accountable for the risks they incur. Understanding
and managing these risks is a fundamental element of each business
plan. Business lines work in partnership with Global Risk Management
to ensure that risks arising from their business are thoroughly evaluated
and appropriately addressed.

Risk education programs, and documented policies and procedures are
jointly available to staff in the business lines and Global Risk Management.
Decision-making on risk issues is highly centralized. The membership of
senior and executive management committees responsible for the
review, approval and monitoring of transactions and the related risk
exposures, includes business line heads and senior risk officers from
Global Risk Management. The flow of information and transactions to
these committees keeps senior and executive management well
informed of the risks the Bank faces, and ensures that transactions and
risks are aligned with the Bank's risk appetite. The interaction between
senior risk officers and business line heads at committee meetings is
robust, with constructive discussions and objective challenge by all
participants in order to fully identify and address all relevant nisks
applicable to a transaction.

The Bank's material incentive compensation programs are structured to
reflect the Bank's risk appetite, with a substantial portion deferred in
order to achieve stronger alignment with the results of risk-taking
activities. The Bank also has a very stringent Guidelines for Business
Conduct to which all staff must attest on an annual basis. Performance-
related compensation is eligible for claw-back where there is a material
breach of compliance rules or Guidelines for Business Conduct, or if
there is a material misstatement of results in the fiscal year of the grant.

Risk appetite framework

Effective risk management requires clear articulation of the
Bank's risk appetite and how the Bank’s risk profile will be
managed in relation to that appetite.

The Bank's Risk Appetite Framework consists of a risk capacity, risk
appetite statement and key risk appetite measures. Together,
application of the risk appetite statement and monitoring of the key
risk appetite measures help to ensure the Bank stays within appropriate
risk boundaries. The Bank's Credit Risk Appetite further defines the
Bank's risk appetite with respect to lending, counterparty credit risk,
and other credit risks (such as investments),

Risk Appetite

| | |

Risk Risk Key Risk
) ite Appetite
Capncty SAQ::HM Measures

© The Bank's Risk Appetite Framework combmes qualitative and quantitative terms ol
reforence to guide the Bank in determining the amount and types of risk it wishes to
prudently undertake in pursuing the Bank's strategic and financial objectives.

Risk appetite is supported by the following Core Deliverables:
1. Maintain appropriate financial strength and liquidity
* Diversity, quality and stability of earnings

¢ Focus on core businesses, with disciplined and selective
strategic investments

* Maintain capital adequacy

2. Measure, monitor and manage all aspects of the Bank's risk
appetite and risk profile.

* Dedicated attention to credit, market, liquidity, and
operational risks

o Careful consideration of reputational, environmental, and
other risks

* No tolerance for reputational risks that could affect our
brand

3. Meet the needs and expectations of our customers,
employees, shareholders and other key stakeholders.

4. Ensure a deep, diverse and engaged pool of talented
Scotiabankers.

5. Operate in an efficient, secure and compliant manner,

Risk management tools

Effective risk management includes tools that are guided by the
Bank's Risk Appetite Framework and integrated with the Bank's
strategies and business planning processes.

Policies
& Limits

Guidelines, Processes
& Standards

Risk Management
Tools

Stress
Monitoring & i
R i Testing

® Risk management techniques are requiarly reviewad and updated o ensure consistency with
risk-taking activitios, and relevance 10 the business and finandial strategios of the Bank

Policies and Limits

Policies

Apply to specific types of risk or to the activities that are used to

measure and control risk exposure. They are based on

recommendations from risk management, internal audit, business lines,
and senior executive management. Industry best practices and
regulatory requirements are also factored into the policies. Policies are
guided by the Bank's risk appetite, and set the limits and controls
within which the Bank and its subsidiaries can operate.

* Key risk policies are approved by the Board of Directors, either
directly or through the Board's Executive and Risk Committee or
Audit and Conduct Review Committee (the Board).

* Management level risk policies associated with processes such as
model development and stress testing are approved by executive
management and/or key risk committees.

Limits

Control risk-taking activities within the tolerances established by the Board
and senior executive management. Limits also establish accountability for
key tasks in the risk-taking process and establish the leve! or conditions
under which transactions may be approved or executed.
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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 6: Bank’s risk culture, and how procedures and strategies are applied to support the culture

Risk culture

In the current social and economic environment risk culture is a critical factor in the success or failure of a bank’s risk management
Issues relating to risk culture are consequently of interest to all stakeholders of ING Bank. ING Bank considers the good reputation and
integrity of its organisation as key requirements to operate successfully in the financial world.

The risk management framewaork based on the three lines of defence governance model is effective when a strong risk culture is
present on all levels. ING Bank promotes awareness of collectively shared values, ideas and goals but also of potential threats and it
ensures alignment of individual performance objectives with the short- and long-term strategy. By making ING's risk responsibilities
more transparent within the different levels of the organisation and holding every employee accountable for his acts, the risk culture
and awareness are embedded in the organisation, which leads to effective risk management.

As explained in the risk governance, the risk function is at all levels independent from the commercial departments which allow its
criteria and opinions to be heard and taken into account. At the Bank level, it is represented by the CRO in the MBB, which ensures
sufficient countervailing power in the decision-making processes to prevent excessive risks.

Definition

Risk culture and risk awareness are not only issues for senior management during their strategy decisions, but something that every
employee has to be aware of and consider in his daily business. It is promoting and being aware of collectively shared values, ideas and
goals towards the organisational objectives and mitigating opportunities for unfavourable events to occur that can impact the ability of
the organisation to achieve its objectives. Risk awareness is to be alert on potential threats that can occur in day-to-day business, which
can be specific to the sector, the region or the clients ING Bank is doing business with.

Commonly seen as norms and traditions of behaviour of individuals and of groups within an organisation, risk culture determines
the way in which employees identify, understand, discuss, and act on the risks the organisation confronts and the risks it takes. This
is a long-term commitment and journey that cannot be reached overnight. Therefore, ING Bank initiated different programmes and
manuals have been issued within the organisation as statement of what the organisation objectives are.

Accountability

In 2009, ING Bank introduced the Promoting Integrity Programme (PIP) a long-term, global, educational and behavioural change
programme for the ING Bank employees. The role of the Executive Board in the oversight of corporate culture and successful
implementation of the risk culture change is essential in this process.

With the programme, ING Bank gains a sound risk culture and ensures that every employee in every part of the organisation
understands how his actions and behaviour can help earn and retain customer and stakeholder trust. This programme is divided

into several mandatory modules among others business principles, customer trust, fraud awareness, Financial Economic Crime and

IT security. To enhance risk awareness, these topics are discussed between managers and employees through dialogue sessions that
managers organise within their teams to create clear and consistent understanding. The endorsement from the executive level and the
emphasis in the communication strengthen the culture.

Compensation

Due to economic and financial turmoil, concerns were raised in different countries following the bailout of different financial and
industrial companies. The link between risk taken and compensation policies was one of the major topics in the public and political
spheres. Several public institutions and initiatives advocated aligning risk and reward in risk-based compensation policies. For further
information with regards to ING’s compensation policies please refer to the remuneration report in the corporate governance section of
the Annual Report and Pillar Ill remuneration details as published on the corporate website ing.com.

Risk cycle process

ING uses a stepwise risk management approach to know, mitigate and manage its financial and non-financial risks. The approach
consists of a cycle of five recurrent activities: risk identification, risk assessment, risk control, risk monitoring and risk reporting. In short,
this implies: determine what your risks are, assess which of those risks can really do harm, take mitigating measures to control these
risks, monitor if the measures are effective and monitor the development of the risk and report the findings to management at all
relevant levels to enable them to take action when needed.

The recurrence is twofold. One: identification, assessment and review and update of mitigating measures are done periodically. Two:

if, during the period, monitoring findings indicate new risks are arising, known risks are changing, assessed risk levels are changing, or
control measures are not effective enough, analyses of these findings may result in renewed and more frequent risk identification, and/
or assessment, and/or in a change of the mitigating measure.

Source: ING 2014 Annual Report, pgs 252-254

Risk identification

Risk identification is a joint effort of the commercial business and the risk management functions. Its goal is to detect potential new
risks and determine changes in known risks. Regular risk identification is essential for both the effectiveness and efficiency of risk
management. Potential risks that are not identified, will not be controlled and monitored and may lead to surprises later. Known risks
may have changed over time and as a consequence the existing mitigating measures and monitoring may be inadequate or obsolete.

Risk identification is performed periodically. In case of material internal or external change, an additional ad-hoc risk identification can
be performed.

Risk assessment and control

Each identified risk is assessed to determine the importance, or risk level, of the risk for the ING Bank entity in scope. This enables the
entity to decide which of the identified risks need control measures and how strict or tolerant these measures must be. Known risks are
re-assessed to either confirm the risk level or detect change.

The importance of a risk is assessed based on the likelihood that the risk materialises and the financial or reputational impact should
the risk occur. A risk that is not very likely to happen but has a huge financial impact when it does needs to be controlled. For & risk that
is likely to happen at a higher frequency, but that has a modest financial impact, business management may decide to not mitigate and
accept the consequences when it happens.

Risks can be controlled by mitigating measures that either lower the likelihood the risk occurs, or measures that lower the impact if they
occur. The ultimate measure to lower risk is to stop the activity or service that causes the risk (risk avoidance). Risk controlling/mitigating
measures are defined and maintained at both Bank wide and local level.

Monitoring and reporting

With the monitoring of the risk control measures, ING Bank continuously checks if they are executed, complied with, have the expected
mitigating effects and follow the development of the risks and their risk levels. Adequate risk reperting provides senior and local
management with the information they need to manage risk.

ING uses iRisk, an application supporting operational risk functions for incident reporting, action tracking, risk assessments, business
impacts assessments and key control testing.

The Executive Board and the Supervisory Board of ING Group have approved the ING Whistleblower Procedure. The ING Whistleblower
Procedure provides the opportunity for every employee to make his or her complaint, including anonymous complaints, to an
independent Reporting Officer in order for the responsible management to take appropriate and adequate action in case of alleged
breaches of internal or external regulation or other irregularities.

Risk appetite framework

ING Bank uses an integrated risk management approach for its banking activities. The Management Board Banking uses the bank risk
appetite framework both to set boundaries for the Medium Term Plan (MTP) budget process and to monitor and manage the actual risk
profile in relation to the risk appetite.

Process

The ING Bank risk appetite framewaork consists of specific risk appetite statements, which are approved by the SB on an annual basis
or more frequently if this is felt necessary, and reviewed quarterly in the MBB and the SB. The bank risk appetite process is focused

on setting the appetite at the consolidated Bank level and across the different risk categories. It is therefore essentially a top-down
process, which bases itself on the ambition of the Bank in terms of its risk profile and is a function of the capital and liquidity levels and
ambitions, the regulatory environment and the economic context. The process is set up according to the following steps:
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Recommendation 7a: Describe key risks that arise from the bank’s business model and activities

Top and emerging risks

We monitor and review top and emerging risks that may affect our future results, and take action to mitigate potential risks if required. We perform an in-depth
analysis, which can include stress testing our exposures relative to the risks, and provide updates and related developments to the Board on a regular basis. This
section describes the main top and emerging risks that we consider with potential negative implications, as well as regulatory and accounting developments that
are material for CIBC.

Technology, information and cyber security risk
Financial institutions like CIBC are evolving their business processes to leverage innovative technologies and the internet to improve client experience and
streamline operations. At the same time, the sophistication of cyber threats and the associated financial, reputational and business interruption risks have
also increased.

These risks continue to be actively managed by us through enterprise-wide technology and information security programs, with the goal of
maintaining overall cyber resilience that prevents, detects and responds to threats such as data breaches, unauthorized access and denial of service attacks.

Given the importance of electronic financial systems, including secure online and mobile banking provided by CIBC to its clients, CIBC continues to
develop controls and processes to protect our systems and dlient information from damage and unauthorized disclosure. CIBC monitors the changing
environment globally, including cyber threats and mitigation strategies. In addition, we benchmark against best practices and provide regular updates to
the Board.

Despite our commitment to information and cyber security, CIBC and its related third parties may not be able to fully mitigate all risks associated with
the increased complexity and high rate of change in the threat landscape. However, CIBC has developed and continues to refine approaches to minimize
the impact of any incidents that may occur.

Canadian consumer debt and the housing market

As a consequence of historically low interest rates, especially in the aftermath of the 2008 global financial crisis, Canadians have increased debt levels at a
pace that has exceeded growth in their income. Most of the increase in household debt levels is driven by higher levels of mortgage debt, which is tied to
the Canadian housing market. In spite of the fact that an interest rate increase, forecast to occur within the second half of 2015, is expected to be gradual,
concerns have been raised by both the Internaticnal Monetary Fund and the Bank of Canada regarding the indebtedness of Canadian consumers. The fear
is that when interest rates start to rise, the ability of Canadians to repay their loans may be adversely affected, potentially triggering a correction in the
housing market, which in turn could result in credit losses to banks.

Currently, we qualify all variable rate mortgage borrowers using the Bank of Canada 5-year fixed benchmark rate, which is typically higher than the
variable rate by approximately 2 percentage points. If there were an interest rate increase, our variable rate borrowers should be able to withstand some
increase in the interest rate. We believe the risk of a severe housing crash that generates significant losses for mortgage portfolios is unlikely, but the risk
associated with high levels of consumer debt would be a concern should the economy falter and unemployment rates increase. For additional details on
our credit risk mitigation strategies and real estate secured lending, see the “Real estate secured personal lending™ section in Credit risk.

Geo-political risk

The level of geo-political risk escalates at certain points in time, with the focus changing from one region to another and within a region from country to
country. While the specific impact on the global economy would depend on the nature of the event (e.g., a Middle Eastern conflict could lead to disruption
in global oil supplies resulting in high prices), in general, any major event could result in instability and volatility, leading to widening spreads, declining
equity valuations, flight to safe-haven currencies and increased purchases of gold. In the short run, market shocks could hurt the net income of our trading
and non-trading market risk positions. Although Canada is unlikely to be directly affected, the indirect impact of reduced economic growth, as well as
potential impacts on commodity prices, have serious negative implications for general economic and banking activities. While it is impossible to predict
where new geo-political disruption will occur, we do pay particular attention to markets and regions with existing or recent historical instability to assess
the impact of these environments on the markets and businesses in which we operate.

Declining oil prices

Qil prices have declined in the second half of 2014 as markets have become increasingly concerned due to oversupply, primarily due to increased
production in the U.S. and selected Middle Eastern countries, at a time when global growth is muted (specifically in Europe, China and Japan). Declines in
world oil prices have reduced corporate margins. This has also served to reduce Canadian tax revenues, particularly in Alberta, and there is concern that its
effect could extend beyond the oil and gas industry. Our oil and gas portfolio is stable, however a prolonged weakness in oil prices could become a more
pressing concern. Clients are currently being assessed on the basis of our enhanced risk metrics and our portfolio is being monitored in a prudent manner.

China economic policy risk

Even though fears of a hard landing in China have receded substantially, the issues of easy credit and deteriorating credit quality have not been addressed,
causing stress in the banking sector as well as in the shadow banking system. Economic growth is expected to be modest by historical standards, with a
medium-term growth rate trend at 7%, notably lower than the double-digit growth of the recent past. Credit booms of this nature have at times led to
sharp corrections, but we note that China’s government still has the ability to absorb and address economic disruptions.

We continue to monitor economic policy both within the country and the region for signs of stress or directional change and have taken a prudent
stance in addressing our tolerance for exposure to the country. We currently have little direct exposure to China, but any negative impact from the Chinese
economic slowdown may affect our clients that export to China, commodities in particular, and may raise the credit risk associated with our exposure to
trading counterparties.

Slow growth in the global economy
The global recovery remains uncertain. High public and private debt have acted as impediments to the normalization of economic activity. Though these
restraints are subsiding, they are doing so at different rates across the countries and markets in which we operate. In addition, monetary policy normalization
in the U.S., and more generally, shifts in financial market sentiment and the pace of new regulation, have increased uncertainty with respect to business
performance. Sustained growth has remained challenging. Lower private investment has led to higher private savings, dampening demand, despite an
extended very low interest rate environment

We continue to monitor our exposures to the regions at the centre of the slowdown and industries in North America that are particularly levered to
global growth

Source: CIBC Annual Report 2014, pgs 46-47

U.S. fiscal deficit risk
There is tacit agreement in the U.S. Congress that another costly government shutdown must be avoided. Moreover, Moody's revised the U.S. credit rating
outlook to Aaa-stable from Aaa-negative based on the latest status of the U.S. economy. However, given high debt levels, an unexpected shock to the U.S.
econemy could lead to a Canadian economic slowdown or recession, which would affect credit demand in Canada and likely increase credit losses.

While we continue to see progress on the U.S. economic front, the political divide in the U.S. continues to foster an environment of uncertainty. We
actively monitor the political climate in the U.S. and assess both our direct exposure to U.S. counterparties and our indirect exposure to the effects of
changes in the economic environment. We ensure that our exposures adhere to the parameters outlined in our risk appetite statement.

European sovereign debt crisis

While the European Central Bank’s new outright monetary transactions programme has eased pressure on peripheral bond yields and has led to a
normalization of financial conditions, thus ensuring the safety of the Euro, risks to the global financial markets from Europe’s sovereign debt crisis have not
completely dissipated. Unfavourable economic or political events could bring the debt crisis into sharper focus again, denting financial market confidence
and mitigating any recovery in Eurozone growth, or even lead to a new recession.

We actively monitor and assess both the business and geopolitical environment in Europe for adverse developments. Key to this is maintaining an
active presence in the region to ensure that we are able to respond to both qualitative and quantitative data in a robust and timely manner. We have no
peripheral sovereign exposure and very little peripheral non-sovereign direct exposure. For additional details on our European exposure, see the “Exposure
to certain countries and regions” section in Credit risk.

Regulatory developments
See the "Capital resources”, “Liquidity risk” and ”Accounting and control matters” sections for additional information on regulatory developments.

Accounting developments
See Note 32 to the consolidated financial statements for additional information on accounting developments.

Risks arising from business activities
The chart below shows our business activities and related risk measures based upon regulatory RWAs:

- i e At

Business

activities

Balance sheet ($ millions) ($ millions) ($ millions) (8 millions)
Average assets 229,947  Average assets 4354  Average assets 122,469  Average assets 54711
Average deposits 162,348  Average deposits 8501  Average deposits 12,547  Average deposits 139,110

CE{‘ R:laA {$ millions) ($ millions) ($ millions) ($ millions)

1Al besh) Credit risk 62,848  Credit risk 409 Credit risk® 40437 Credit risk® 16,190
Market risk - Market risk - Market risk 3,910 Market risk 136
Operational risk 8,346 Operational risk 2,316 Operational risk 4,830 Operational risk 1,828

Economic capital (%) (%) (%) (%)
Proportion of total CIBC 36 Proportion of total CIBC 19 Proportion of total CIBC 2 Proportion of total CIBC 23
Comprising: Comprising: Comprising: Comprising:
Credit risk® 70 Credit risk" 4 Credit risk* 78 Credit risk® 25
Market risk 12 Market risk 1 Market risk Market risk 8

7
Operational/Strategic risks 18 Operational/Strategic risks 15 Operational/Strategic risks 67

‘We are exposed to credit, market, Bquidity, operational, and other risks, which primarily include strategic, insurance, technology, information and cyber
security, reputation, legal, regulatory and environmental risks.

Operational/Strategic risks 95

Risk profile

(1) Includes counterparty credit risk of $4,616 million

(2) Includes counterparty credit risk of $452 milion

(3) For addtional information, see the “Non-GAAP measures™ section
{4) Includes investment risk
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Section 2 — Risk governance and risk management strategies / business model

» PRINCIPAL RISKS

» KEY MITIGATING ACTIONS

Credit risk

Any adverse changes in the economic and market environment we

- Credit policy incorporating prudent lending criteria aligned with
the Board approved risk appetite to effectively manage credit risk

operate in, or the credit quality and/or behaviour of our borrowers and _ Clearly defined levels of authority ensure we lend appropriately and

counterparties would reduce the value of our assets and potentially
increase our write-downs and allowances for impairment losses,
adversely impacting profitability.

responsibly with separation of origination and sanctioning activities.
- Robust credit processes and controls including well-established

governance to ensure distressed and impaired loans are identified,

considered and controlled with independent credit risk assurance.

Conduct risk

We face significant potential conduct risk, including selling products
to customers which do not meet their needs; failing to deal

with customers’ complaints effectively; not meeting customers’
expectations; and exhibiting behaviours which do not meet

market or regulatory standards.

~ Customer focused conduct strategy implemented to ensure
customers are at the heart of everything we do.

- Product approval, review processes and outcome testing supported
by conduct management information.

= Clear customer accountabilities for colleagues, with rewards
driven off customer-centric metrics.

- Learning from past mistakes, including root cause analysis.

Market risk

Key market risks include interest rate risk across the Banking and
Insurance businesses. However, our most significant market risk is
from the Defined Benefit Pension Schemes {DBPS) where asset and
liability movements impact on our capital position.

- Astructural hedge pregramme has been implemented to manage
liability margins and margin compression.

- Board approved pensions risk appetite covering interest rate,
credit spreads and equity risks, Credit assets are being purchased
and equity holdings reduced in the pension schemes.

- Stress and scenario testing of nisk exposures.

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 7b: Describe the bank’s risk appetite in the context of its business models and how the
bank manages such risks

» KEY RISK INDICATORS

Commentary

» FUTURE FOCUS

IMPAIRMENT CHARGE
2014 £1.2bn

"This key riskindicator is also a key performance indicator (KPI).

ASSET QUALITY RATIO!

T o 24%
2013 £3bn 2013 .57%

The material reduction reflects lower levels
of new impairment as a result of effective

risk management, improving economic
conditions and the continued low interest
rate environment, together with Run-off asset
reductions.

BANKING COMPLAINTS PER
1,000 ACCOUNTS' (EXCL. PPI)

2014 1.5

2013 0

"This key riskindicator is also a key performance indicator (KP1).

FCA reportable banking complaints increased
during the year due to legacy and historic
issues, with the increase largely driven by
increased activity from claims management
companies.

PENSION (DEFICIT)/SURPLUS

2014 SURPLUS g2:1lvy]

£787m DEFICIT jdik]

The DBPS are in a surplus of £890 million
at 2014 which is an improvement from a
£787 million deficit in 2013. Volatility has
been reduced due to interest rate and
inflation hedging and equity sales.

Operational risk

We face significant operational risks which may result in financial loss,
disruption or damage to the reputation of the Group. These include
the availability, resilience and security of our core IT systems and the
potential for failings in our customer processes.

— Continually review IT system architecture to ensure that our systems are
resilient and that the confidentiality, integrity and availability of our critical
systems and information assets are protected against cyber attacks.

- Continue to implement the actions from the 2013 independent
IT Resilience Review to enhance the resilience of systems
supporting the processes most critical to our customers.

AVAILABILITY OF CORE SYSTEMS
2014 99.96%
2013 99.94%

IT service availability improved on 2013 with
99.96 per cent availability across our key

IT systems. We continue to invest in improving
the resilience of our systems to avoid outages
and minimise any customer impact.

Funding and liquidity risk
Our funding and liquidity position is supported by a significant and
stable customer deposit base. A deterioration in either our or the

UK'’s credit rating, or a sudden and significant withdrawal of customer

deposits would adversely impact our funding and liquidity position.

- At 31 December 2014 the Group had £109.3 billion of unencumbered
primary liquid assets and the Group maintains a further large pool of
secondary assets that can be used to access Central Bank liquidity facilities.

- Daily monitoring against a number of market and Group specific early
warning indicators and regular stress tests.

- Contingency funding plan to identify liquidity concerns earlier.

PRIMARY LIQUIDITY/<1yr LOAN TO
WHOLESALE FUNDING DEPOSIT RATIO"

2014 2.7 | 2014

"This key riskindicator is also a key performance indicator (KPI).

Primary and secondary liquidity assets provide
a substantial buffer in the event of an extended
market dislocation.

Capital risk

Our future capital position is potentially at risk from a worsening
macroeconomic environment. This could lead to adverse financial
performance for the Group, which could deplete capital resources
and/or increase capital requirements due to a deterioration in
customers’ creditworthiness,

= Close monitering of capital and leverage ratios to ensure we meet
our current and future regulatory requirements,

~ Comprehensive stress testing analysis to evidence sufficient levels
of capital adequacy for the Group under various adverse scenarios.

- In addition to accumulating retained profits we can raise additional
capital in a variety of ways.

‘CET1 RATIO'

2013 10.3%

"This key risk indicator is also a key performance indicator (KF.

LEVERAGE RATIO
2013 3.8%

Further progress has been made in improving
our capital position through a strongly capital
generative strategy, including Run-off and
disposal of assets, and the issuance of new
additional tier 1 and tier 2 securities in April
and November 2014 respectively.

Regulatory risk

We are subject to industry wide investigations and reviews into a
perceived lack of competition in UK banking and financial services.
The outcomes of the UK General Election in May 2015 and the
investigations by the CMA and FCA are presently unclear and their
impact therefore remains uncertain. Other initiatives under review
include the ring-fencing proposals in the Banking Reform Act 2013,
the new FCA Consumer Credit regime and CRD IV.

- The Legal, Regulatory and Mandatory Change Committee ensures
we develop plans for requlatory changes and tracks their progress.

- Continued investment in our people, processes and IT systems is
enabling us to meet our regulatory commitments,

- Continued engagement with government and regulatory authorities
on forthcoming regulatory changes and market investigations and
reviews.

LEGAL, REGULATORY AND MANDATORY
INVESTMENT SPEND

£406m

2014
2013 £402m

We continue to build constructive relationships
with our regulators in order to effectively
manage the regulatory change agenda.

People risk
Key people risks include the risk that the Group fails to lead

responsibly in an increasing competitive marketplace, particularly with

the introduction of the Senior Managers' Regime and Certification

Regime which will come into force in 2015. This may dissuade capable

individuals from taking up senior positions within our Group.

- Work collaboratively with regulators to implement the new Individual
Accountability Regime in 2015, ensuring burden of proof and
attestation requirements are effectively implemented.

- Maintain competitive working practices to attract, retain and engage
high quality people.

- Create a work environment which listens and acts on colleague
feedback, making the Group the best bank for colleagues.

BEST BANK FOR CUSTOMERS?

2014 (/5| Favourable

ZNew measure for 2014. No comparison data available far 2013.

As part of our Colleague Engagement Survey,
the Best Bank for Customers index is designed
to help the Group understand the colleague
views on progress we are making towards
becoming the best bank for customers.

— Continue to support the UK
economy through appropriate
lending to Retail and
Commercial customers including
first-time buyers and SMEs, without
compromising on risk appetite.

Read more on page 116

- Continued reduction in complaint
levels through root-cause analysis
and improvements in complaints
handling.

Read more on page 136

- Continue to effectively manage
the DBPS to secure pensions
provision to members and
minimise Group impact.

Read more on page 138

— Ongoing investment in IT
resilience.

- Risk appetite monitoring for
critical business processes.

Read more on page 144

- Continue to meet all current
regulatory ratios and ensure we
meset all future regulatory ratios.

Read more on page 146

- Continue to meet current and future
regulatory requirements, whilst
optimising value for shareholders.

- We expect to generate between
1.5 per cent and 2.0 per cent of
CET1 per annum (pre-dividend).

Read more on page 153

— Ongoing constructive engagement
with regulators.

- Continued compliance with the
regulatory change agenda.

Read more on page 166

— Continued action to further
strengthen performance to
become the best bank for
customers.

Read more on page 168

Lloyds separately presents its Group risk appetite and the relationship of its appetite for other risk types to the Group risk appetite (credit, market, operational)

Source: Lloyds Annual Report 2014, pg. 32-33
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Section 2 — Risk governance and risk management strategies / business model

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 8: Describe use of stress testing within the bank’s risk governance and capital frameworks.
Stress testing disclosures should provide a narrative overview of the bank’s internal stress testing process and

governance

Capital and stress testing management framework Stress testing
This section covers a number of tools and processes which taken Stress testing is used to evaluate the capital position under severe but
together contributed to an integrated view of capital g tandis plausible stress ios. Stress testing also refers to the broader

framework under which these tests are developed, evaluated and used

best presented by the diagram below.
within the bank’s decision-making process in the context of the wider

/ﬁ .
- e, economic environment
v 4 = N
~ \ RBS stress testing framework is designed to embed stress testing as a
Capltal MIRA key risk management technique into mainstream risk reporting, capital

Planning N
/ o X
//_ - A\ \ levels.
/ / ) \
/ ot t icess and technique

Stress testing is part of the financial and capital planning process and

results are presented to senior management (and BRC/Board) at least

semi-annually. It is now an integral part of enterprise risk management
/ and used to assess the impact of business decisiens on the bank's

/ capital position. The stress testing process has four key stages:

\\\ Recovery Stress
\\Resolnhon Testing / & Define siress scenario:
\ / RBS-specific vulnerabilities are identified and linked to
/ development of relevant stresses:
Scenario is defined, severity calib
completed; and
Governance is put in place for stress theme approval and
scenario validation.
*  Stress test execution and governance:
Impacts of stress scenario is translated via relevant risk drivers
such as RWAs, impairments;
Profit and loss impacts of stress scenario are also assessed;
and
Review of stress output by the business as well as risk treasury
and finance teams.
*  Consolidation and capital planning:
Segmental results are consolidated to provide the total view of
stress impact;
Stressed profit and loss and RWA assessment contribute
towards arriving at a stressed capital plan;
Additional capital impacts under stress are considered such as
pension deficit, foreign exchange reserves; and
Final stressed CET1 ratios are produced for each year of the
scenario.
*  MIRAs consider whether capital should be set aside against each *  Management actions and governance:
risk type and, if so, under which pillar, how much and of what type. If Internal subject matter experts determine a ‘menu’ of possible
capital is not appropriate, MIRAs outline how risk types are management actions under stress conditions such as capital
otherwise managed. In so doing, MIRAs form a key input to the raising, de-risking and sale of assets, cost reduction;
ICAAP. " Review by senior risk g it and ives; and
ERF and Board review and approval.

d and full p isation

MIRA: material integrated risk assessment
ICAAP: internal capital adequacy assessment process

Risk identification and material integrated risk assessment (MIRA)
*  MIRAs are annual ‘top down' processes to:

help identify material risks:

understand the nature and magnitude of these risks clearly; and

Pp! d risk mar fi rks robustly.

*  MIRASs provide a process to assess the size and nature of exposure
1o all risk types in the risk taxonomy, which is an exhaustive,
structured list of the types of risk that RBS can and could face.

*  To focus risk management on areas of greatest benefit, MIRAs

consider in depth risks whose potential impact is ‘material’, that is Risk-type specific stress testing is also conducted. For example, within
ding appropri chosen fi | or non-financial thresholds.  the market risk management framework, a comprehensive programme of

The key framework elements used to manage material risks stress tests covers a variety of historical and hypothetical scenarios.

(owners, governing committees, limit or tolerance frameworks

including risk appetites, control policies and key reports) are Portfolio-specific stress tests assess the reaction of key portfolios to

specified clearly and assessed for appropriateness and systemic shocks and identify potential vulnerabilities, including risks that

effectiveness. have not yet matured or are not yet visible. They assess the potential for

outsized losses and the impact of rebalancing portfolios.

Source: RBS 2014 Annual Report, pgs 195-203

planning and business processes at business, legal entity and RBS-wide

In addition 1o informing the ICAAP, stress testing within RBS has matured into business as usual process across our risk
framework. It has become a key risk management tool and is used to support strategic financial planning, risk appetite, risk identification and risk
mitigation as illustrated below.

Stress testing

usage within

Strategic financial & capital planning
*  Assess impact of plausible downside scenarios on financial position.

*  Assesst of gic plans against market and

Risk appetite

*  Better understanding of underlying risks to inform the setting of risk appetite (e.g. sector reviews, earnings volatility, reverse stress test).
*  Assess impact of current business strategies on risk appetite.

* _Identity drivers of risk appetite triggers.

Risk identification
*  Manage through imp g of the ying risk. ples:
Tail risk ider of risky that breach series of pre-determined triggers.

Business analysis: of busi model through cross-functional discussions.
* ldentity high-risk portfolios to be investigated further.
Risk mitigation

*  Inform mitigating actions within RBS and segmental siralegic plans.
*  Inform macro-hedge stralegies.

* D a of p g actions to be in the event of stress.
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Section 3 — Capital adequacy and risk-weighted assets

Recommendation 9: Provide minimum Pillar 1 capital requirements

New capital requirements for Swedish banks

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

30
25
20
15
Minimurm
requirement: 2.0%
Min.requirement: 1.5%
10 m 2.0% Buffer requirernent: 6.1%

Min.requirement: 1.5% wlar iaiD.B‘:"s%
Buffer requirement: 2.5% - s.cmri:qr;( buffer 3.0%
. - Capital 25% —
Minimum 1 Minimum pillar 1*
requirement: 4.5% requirement: 4.5%
0 Former requirement, CRD IW/CRR EU Sweden 2014 Sweden 2015 Handelsbanken Q4

Sweden and EU

Common equity tier 1 capital

W Tier 1 capital

M Total capital

2014

* Pillar 2 includes risk weight floors on mortgage lending in Sweden and Norway, add-ons for systemic risks of 2.0 percent as well as institution specific add-ons for, inter alia,
concentration risk, interest rate risk in the banking book and pension risks.

** Based on the 1 per cent buffer requirement in Sweden and Norway.

SUPERVISORY REQUIREMENTS WITHIN
THE FRAMEWORK OF PILLAR 2

In addition to the above-mentioned requirements,

the Bank must hold capital for requirements un-

der Pillar 2 of the regulations. These requirements

are specific to each institution and are decided
by the supervisory authority. Various factors are
assessed within Pillar 2, such as concentration
risks, pension risk, interest rate risk in other op-
erations, additional systemic risk needs, etc.

In addition to the regulatory minimum capital

and buffer requirements, the Bank must perform

an internal capital adequacy assessment, in
which all risks and capital requirements are as-
sessed in an unbiased manner.

On 8 September 2014, the Swedish Financial

Supervisory Authority resolved on application
of the new capital requirement regulations for
Swedish banks. The memorandum published
by the Financial Supervisory Authority describes
how implementation of the agreement
(announced in November 2011) between the

Swedish Government, the Financial Supervisory

Authority and the Riksbank is to take place. In
addition to the above requirements, a buffer re-
quirement is being introduced for systemic risk

amounting to 2 per cent within the framework of

Pillar 2, as well as an increase of the previously
decided risk weight floor for Swedish mortgage
loans to 25 per cent. The mortgage floor will

Source: Handelsbanken 2014 Pillar 3, pgs 4 - 5

also be applied to exposures to Norwegian
mortgage leans. For Handelsbanken in 2014,
this means a capital requirement in Pillar 2 of
approximately SEK 23.1 billion, based on the
Bank’s mortgage loan volume at year-end.
The decision means that banks must have
a buffer capital in Pillar 2 for Swedish and
Norwegian mortgage loans corresponding to
the difference between the actual risk weight
in Pillar 1 and the risk weight floor in Pillar 2.
The risk weights in Pillar 1 will not be changed,
which means that the risk weight floor will not
affect the minimum reguirements in Pillar 1.
The internal models reflect the banks’
historical losses on mortgage loans and imply

a correct calculation of the capital requirement
under Pillar 1. The extra capital surcharge which
the Swedish Financial Supervisory Authority has
now implemented is intended partly to address
risks which may have arisen in the Swedish
housing and mortgage loan market in recent
years and which are therefore not fully reflected
in the history on which the banks’ internal mod-
els are based, but primarily the potential impact
that household debt could have on consump-
tion in the event of an increase in interest rates.
The floor is therefore not a reflection of the credit
risk in mortgage loans for a bank. The Swedish
Financial Supervisory Authority’s mortgage
floor is accordingly not a criticism of the banks’
existing internal models.

Since the introduction of Basel Il in 2007,
in its internal capital adequacy assessment
process (ICAAP), Handelsbanken has kept
considerably more capital for mortgage loans
than is formally required under Pillar 1. This
is because the Bank’s capital assessment is
based on calculations of economic capital and
conservative stress tests which result in the
capital requirement being considerably greater
than indicated by the historical loan losses.

The Financial Supervisory Authority also
calculates the need to hold a capital planning
buffer. A future requirement is only considered
to exist if the calculation exceeds the capital
conservation buffer.

22



Section 3 — Capital adequacy and risk-weighted assets

Recommendation 9: Provide minimum Pillar 1 capital requirements

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

(Million euros)

Eligible Capital
Eligible capital resources 2013@ Eligible capital resources
Grandfathering adjustments Tier 1 instruments 1470 Capital
50% Tier Il deductions @ 726 share Premium
Surplus on generic provisions 2793 2589 Reserves
Tier Il 10986 3729 Minority interests
TOTAL 52,818 2672 Deductions
CET1 (phased-n) 11.9% 11% Goodwill and intangible assets
CETI (fully-loaded) 10.4% 111% Treasury stock
Fin. treasury stock
TIER | (phased-in) 11.9% N.7% v
TIER I (phasedHin) 31% 12% DTAs for loss carryforwards
e 3503'02 3 .7}'4 Securitizations tranches at 1250%
ased-in \
= Expected losses in equity
RWAs (fully-loaded) 350,608 323774 - e
Financial investments < 10%
(1) Under BIS Il (Bank of Spain criterion). )
(2) The 50% Tier Il deductions are net of the capital gains of the avallable-for-sale portfolio. OCl Pensions
(3) Includes valuation adjustments of portfolio and treasury stock. Other deductionts
Othere
Chart 1. Schedule for gradual adaptation to CRD IV Net attrib. profit and interim and final Group dividends
’ Other temporary adjustments CETI
Other temporary adjustments CET1 (minority interests)
Common Equity Tier |
10.
P 0.88% 0% Eligible capital resources AT
Tier Il 9.25% 200% Preferred securities eligible as Tier |
e 800 863% e i Other temporary adiustments Tier |
Tierl 200% . 150% 1.00% 50% Tier | deductions
. * 150% St _— Additional Tier |
uffer for systemic risk 025% 188% 250%
° 150% 150% 063% 125% - Subordinated debt eligible as T2
Conservation buffer Eligible subordinated debt issued by subsidiaries
o 450% 450% 450% 450% 450% A450% Grandfathering T1 instruments eligible as T2
Core Temporary adjustments eligible subordinated debt
2014 2015 2016 2m7 2018 2019

As of December 31, 2014, according to the
new CRD-HV requirements that took effect
in 2014, BEVA Group's fully-loaded CET1
ratio stood at 10.4%, well over the minimum
CET1 that will be required in 2019 (7%),
demonstrating the Group’s comfortable
capital position. The phased-in CET1 ratio
according to the new CRD-IV rules stood at
11.9%as of December 31, 2014.

These reguirements may be increased

by the counter-cyclical capital buffer
requirement, the systemic bank capital
buffer requirement and the systemic risk
buffer requirement, should they apply and
be in force (mainly starting in 2016).

Source: BBVA 2014 Pillar 3, pgs 4, 5, 27

BBVA Group is currently considered a global
systemic entity according to the list prepared
by the Financial Stability Board (FSB). Of

the 5 possible tranches, with requirements
ranging from 1% to 35%, BBVA Group is in
the first of these tranches, with an additional
requirement of 1% as a global systemic entity,
applicable in fourths from 2016 to 2019.

Eligible Capital

-395
-408
155
1871
5171
360
41,832
2735
1469
-4205

41,832
2224
3700

1917
1823

2013™
2830
221m
15,880
2069
-8535

-81034

-171

-264

1464

35,824
1088
1817

-786

37944
1866
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Section 3 — Capital adequacy and risk-weighted assets

Recommendation 10a: Summarise information contained in the composition of capital templates adopted
by the Basel Committee

Table 1: Equity structure’

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Line A: Amount on the  C: Residual Line A: Amount on the  C: Residual
day of disclosure amount? day of disclosure amount?
Common Equity Tier 1 capital: instruments and reserves Tier 2 (T2) capital: instruments and provisions
1 Capital instruments and the related share premium accounts 17,066 0 46 Capital instruments and the related share premium accounts 6,345
12 thereof subscribed capital 15,928 Amount of qualifying items referred to in Article 484 (5) and the related share premium accounts subject to
- - 47 hase out from Tier 2 246
2 Retained earnings 10,071 P
— ) - Qualifying own funds instruments included in consolidated T2 capital {including minority interests and
3 Accumulated other comprehensive income (and other reserves ~1.388  s.line 26a 48 AT1 instruments not included in rows 5 or 34) issued by subsidiaries and held by third parties 126 -11
5 Minority interests (amount allowed in consolidated CET1} 744 —356 49 thereof: instruments issued by subsidiaries subject to phase out 1
Sa Independently reviewed interim profits net of any foreseeable charge or dividend 264 51 Tier 2 (T2) capital before regulatory adjustments 6,717
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 26,759 Tier 2 (T2) capital: regulatory adjustments
Common Equity Tier 1 (CET1) capital: regulatory adjustments Direct and indirect holdings by an institution of own Tier 2 instruments and subordinated loans
7 Additional value adjustments (negative amount) -469 52 {negative amount) -34 0
8 Intangible assets (net of related tax liability) (negative amount) 2,236 822 Requlatory adjustments applied to Tier 2 in respect of amounts subject to pre-CRR treatment and
— - — - transitional treatments subject to phase out as prescribed in regulation (EU} No.575/2013 (i.e. CRR
Deferred tax assets that rely on future profitability excluding those arising from temporary differences 56 residual amounts) -331
10 {net of related tax liability where the conditions in Article 38 (3) are met) (negative amount} -128 -511 - — - - - —
- - Residual amounts deducted from Tier 2 capital with regard to deduction from Common Equity Tier 1
" Fair value reserves related to gains or losses on cash flow hedges 246 Séa capital during the transitional period pursuant to Article 472 of regulation (EU) No.575/2013 -3Nn
12 Negative amounts resulting from the calculation of expected loss amounts —-385 —-442 56a.1 thereof: shortfall of provisions to expected losses _331
14 Gains or losses on liabilities valued at fair value resulting from changes in own credit standing -20 -151 57 Total regulatory adjustments to Tier 2 (T2) capital -344
15 Defined benefit pension fund assets (negative amount) =57 =227 58 Tier 2 (T2) capital 6,353
16 Direct and indirect holdings by an institution of own CET1 instruments (negative amount} -16 -52 59 Total capital (TC=T1+ T2} 31,476
Exposure amount of the following items which qualify for a RW of 1250%, where the institution opts for RWA in respect of amounts subject to pre-CRR treatment and transitional treatments subject to phase
20a the deduction alternative =360 593 out as prescribed in regulation (EU) No.575/2013 li.e. CRR residual amounts) 917
20c thereof: securitisation positions (negative amount) =360 59a.1 thereof: items not deducted from CET1 (Regulation (EU) No.575/2013 residual amounts) 562
Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax 59a.1.1  thereof: deferred tax assets that rely on future profitability net of related tax liability 511
21 liability where the conditions in Article 38 (3) are met) (negative amount) -89 -355 59212  thereof: indirect holdings of own CET1 instruments 59
26 Regulatory adjustments applied to CET1 in respect of amounts subject to pre-CRR treatment 1.928 thereof: items not deducted from T2 items (Regulation (EU) No.575/2013 residual amounts)
Regulatory adjustments applied to Common Equity Tier 1 in respect of unrealised profits/losses 59a.3 0
26a  according to Article 467, 468 1.928 59a.3.1 thereof: indirect holdings of own T2 instruments 0
26a.1 thereof: possible filter for unrealised losses 706 &0 Total risk-weighted assets 215,178
27 Qualifying T2 deductions that exceed the T2 capital of the institution (negative amount) 0 Capital ratios and buffers
27a CET1 capital elements or deductions - other -49 &1 Cammon Equity Tier 1 {as a percentage of total risk exposure amount) 11.7
28 Total regulatory adjustments to Common Equity Tier 1 (CET1) capital -1,635 62 Tier 1 (as a percentage of total risk exposure amount) 1.7
29 Commaon Equity Tier 1 {CET1) capital 25,123 43 Total capital (as a percentage of total risk exposure amount) 14.6
Additional Tier 1 (AT1) capital: instruments Institution specific buffer requirement (CET1 requirement in accordance with Article 92 (1) al plus capital
EP— - " " . conservation and countercyclical buffer requirements plus systemic risk buffer, plus the systemically important
Amount of qualifying items referred to in Article 484 {4) and the related share premium accounts subject 64 institution (G-Il or O-SII) buffer, expressed as a percentage of risk exposure amount) 45
33 to phase out from AT1 935 — -
- - - - 68 Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure amount) 7.3
36 Additional Tier 1 (AT1) capital before regulatory adjustments 935 " " ——
Add T AT | | d A below the thresholds for deduction {(before risk weighting)
iti ier 1 1 ital; t just t - — - - — —
ftional Tier - capital; regu’atory a jus ments - - Direct and indirect holdings of the capital of relevant entities where the institution does not have a significant
Regulalor.y.adjuslmams applled. to additional Tier 1 in respect .Df amounts subject to pre-CRR treatment 72 investment in those entities (amount below 10% threshold and net of eligible short positions) 725
and_dtraTSIIIUnaltlEeatmenls subject to phase out as prescribed in regulation (EU) No.575/2013 (i.e. CRR P Direct and indirect holdings by the institution of the CET1 instruments of relevant entities where the
41 residual amounts —935 institution has a significant investment in those entities (amount below 10% threshold and net of
Residual amounts deducted from additional Tier 1 capital with regard to deduction from Common Equity 73 eligible short pesitions) 296
41a  Tier 1 capital during the transitional period pursuant to Article 472 of regulation (EU) No.575/2013 -935 Deferred tax assets arising from temporary differences (amount below 10% threshold, net of related tax liability
41a.2 thereof: i ibl -822 75 where the conditions in Article 38 (3] are met} 2,521
41a3 thereof: shortfall of provisions to expected losses -111 77 Cap on inclusion of credit risk adjustments in T2 under standardised approach 405
413.4 thereof: direct holdings of own CET1 instruments -1 79 Credit risk adjustments included in T2 in respect of exposures subject to internal ratings-based approach 818
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital _035 Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2013 and 1 Jan 2022)
44 Additional Tier 1 (AT1) capital 0 82 Current cap on ATT instruments su.bjecl to phase out arrangements 1,807
a5 Tier 1 capital (T1 = CET1 + AT 25,123 B4 Current cap on T2 instruments subject to phase out arrangements 608

Source: Commerzbank 2014 Pillar 3 Report, pages 6-7

' Lines Tb-c, 3a, 4, 4a, 9, 13, 17-19, 20, 20b, 20d, 22-25, 26a.2-b, 30-32, 333,34, 35, 37-40, 41a.1, 41a.5-2.7, 41b-c, 42, 474, 50, 53-55, 56a.2-2.3, 56b-d, 59a1.3-21.4, 59a.2, 59a.3.2-233,

&5-67, 69-71, 74, 76,78, 80, 81, B3 and BS are not applicable or not existing for Commerzbank Group and therefore not shown due to clarity.
? Amounts underlying regulations prior to (EU) No. 575/2013 or mandatory residual amounts according to regulation (EU) No. 5752013,
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Section 3 — Capital adequacy and risk-weighted assets Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 10a: Summarise information contained in the composition of capital templates adopted
by the Basel Committee

‘ TABLE 6a: REGULATORY OWN FUNDS AND CRR/CRD4 SOLVENCY RATIOS (DETAILS OF TABLE 6)

2013 2014
Crossref. Cross Ref. Cross
Fully Fully Table 2, Table 6b Ref.
(In EUR m) Loaded!" Loaded Phased-In p. 163-164 p- 176 notes
Common Equity Tier 1 capital (CET1): Instruments and reserves 46,190 47,282 48,115
of which capital instruments and the related share premium accounts 19,787 19,974 19,974
of which retained earnings 5,233 5,578 5,578 9 2
of which accumulated other comprehensive income (and other reserve, to include 18,313 18,855 18,855 10 3 1
unrealised gains and losses under the applicable accounting standards)
of which minority interests (amounts allowed in consolidated CET1) 1,592 1,304 2,137 12 5 2
of which independlly reviewed interim profits net of any forseeable charge or dividend 1,264 1,572 1,572 11 5a
Common Equity Tier 1 capital (CET1): Regulatory adjustments (11,930) (11,491) (9,522)
of which additional value adjustments (negative amount) o (557) (554)
of which intangible assests (net of related tax liabilities) (7,381) (6,550) (6,550) 5 8 3
of which deferred tax assets that rely on future profitability excluding those (2,665) (2,641) (10) 2 10
arising from temporary differences
of which fair value reserves related to gains or losses on cash flow hedges ) (23) 23) 11 4
of which negative amounts resulting from the calculation of expected loss amounts (803) (830) (830) 12
of which gains or losses on liabilities valued at fair value resulting 814 880 880 14 5
from changes in own credit standing
of which defined-benefit pension fund assets (negative amount) (36) (11) 2 4 15
of which direct and indirect holdings by an institution of own CETT instruments (1,495) (1,475) (1,445) 16
(negative amount)
of which exposure amount of the items which qualify for a risk weight of 1250% (152) (122) (122) 20a
where the institution opts for the deduction alternative
of which deferred tax assets arising from temporary differences (amount above 10% (205) (162) ] 3 21
threshold, net of related tax liability where the condition in 38, paragraph 3 are met)
(negative amount)
of which regulatory adjustments relating to unrealised gains ] 0 (865) 26a
and losses pursuant to Articles 467 and 468
Common Equity Tier 1 capital (CET1) 34,260 35,792 38,594 29
Additionnal Tier 1 (AT1) capital: Instruments 6,799 8,885 8,845
of which capital instruments and the related share premium accounts 2,175 4,706 4,706 8 30 6
of which amounts of qualifying amounts referred to in Article 484, paragraph 4 4,585 4,129 4,129 8 33 6
and the related share premium accounts subject to phase out from AT1
of which qualifying Tier T capital included in consolidated AT1 (including minority 38 50 10 12 34 7
interests not included in row 5) issued by subsidiaries and held by third parties
Additionnal Tier 1 (AT1) capital: Regulatory adjustments (796) (27) (57)
of which direct and indirect holdings by an institution of own ATT instruments 3) 7) (37) 37
(negative amount)
of which direct and indirect and synthetic holdings of the AT1 instruments (792) (20) 20) 1 39 8
of financial sector entities where the institution does not have a significant
investment in those entities (amount above the 10% threshold and net of eligible
short positions) (negative amount)
Additionnal Tier 1 (AT1) capital 6,003 8,858 8,788 44
Tier 1 capital (T1 = CET1 + ATH1) 40,263 44,650 47,382 45
Tier 2 capital (T2): Instruments and provisions 5,697 5,864 5,787
of which capital instruments and the related share premium accounts 6,238 6,425 6,425 6 46 9
of which amounts of qualifying amounts referred to in Article 484, paragraph 5) 414 335 335 8 47

and the related share premium accounts subject to phase out from T2
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Source: Societe Generale 2014 Annual Report, pg 174



Section 3 — Capital adequacy and risk-weighted assets Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 10b: Reconciliation of the accounting balance sheet to the regulatory balance sheet

Accounting H Prudentia
Inmilions of evros scope SCOpe 31 December 2014
Assets Accounting IFRS T Prudential
Cash and amounts due from central banks 117,473 @) 197 117,663 In millions of evros scope adjustments scope
Financial instruments at fair value through profit or loss Liabilities
Trading securities 156,546 0 5 156,551 Due to central banks 1,680 0 0 1,680
Loans and repurchase agreements 165,776 5,682 0 171,458 Financial instruments at fair value through profit or loss
Instruments designated at fair value through profit or Trading securities 78,912 0 (16) 78,896
Loss s B g BEE Borrowings and repurchase agreements 196,733 0 0 196,733
Derivative financial instruments 412,498 5 (18) 412,485 ) .
Instruments designated as at fair value through profit
Derivatives used for hedging purposes 19,766 (85) 14 19,695 or loss 57,632 (4,119) 0 53513
Available-for-sale financial assets 252,292 (106,282) 4,512 150,522 of which liabilities qualifying for Tier 1 capital 241 0 0 241
of which equity investments in credit or financial of which liabilities qualifying for Tier 2 capital 736 0 0 736
institutions more than 10%-owned 718 0 0 718
Derivative financial instruments 410,250 7) (21) 410,222
of which equity investments in credit or financial )
institutions less than 10%-owned 1150 0 0 1150 Derivatives used for hedging purposes 22993 0 32 23,025
Loans and receivables due from credit institutions 43348 (1,208) (4,122) 38,020 Due to credit institutions 90,352 (1,393) 766 89,725
of which suboerdinated loans to credit or financial Due to customers 641,549 (3,617) 4413 642,345
institutions more than 10%-owned 582 0 81) 501 Debt securities 187,074 1737 1,126 189,937
gg‘;‘;?;’;ﬁﬁg?zgf’;(ﬁig;:iswiegem or financial & @ q s Remeasurement adjustment on interest-rate risk hedged
portfolios 4,765 0 0 4,785
Loans and receivables due from customers 857,403 1,395 5971 664,769 Current and deferred tax liabilities 2893 (552) 173 2514
of which equity investments in credit or financial .
institutions more than 10%-owned 0 1548 0 1948 Accrued expenses and other Liabilities 87,798 (2,138) 93 85,753
Remeasurement adjustment on interest-rate Technical reserves of insurance companies 175,214 (175,214) 0 0
risk hedged portfolios 5,603 0 0 5,603 Provisions for contingencies and charges 12,337 (251) 40 12,126
Held-to-maturity financial assets 8,965 (8,436) 0 529 Subordinated debt 13,936 (822) 4 13,118
Current and deferred tax assets 8629 (©9) 124 8,854 of which liabilities qualifying for Tier 1 capital 83 0 0 83
Accrued income and other assets 110,088 (4,705) 325 105,708 of which liabilities qualifying for Tier 2 capital 11835 0 0 11,835
Equity-method investments 7371 5.091 (660) 11,802 TOTAL LIABILITIES 1,984,118 (186,376) 6,610 1,804,352
of which investments in credit or financial institutions 2790 0 (644) 2146 TOTAL CONSOLIDATED EQUITY 93,641 (137) 0 93.504
of which goodwill 408 219 0 625 | TOTAL LIABILITIES AND EQUITY 2,077,759 (186,513) 6,610 1,897,856
Investment property 1614 (1,251) 0 363
Property, plant and equipment 18,032 (397) 252 17,887
Intangible assets 2951 (141) 10 2,820
of which intangible assets excluding leasehold rights 2907 (140) 10 2777
Goodwill 10,577 (219) 0 10,358
TOTAL ASSETS 2,077,759 (186,513) 6,610 1,897,856

Source: BNP Paribas, 2014 Annual Report, pages 257-258




Section 3 — Capital adequacy and risk-weighted assets

Recommendation 10b: Reconciliation of the accounting balance sheet to the regulatory balance sheet

REGULATORY CAPITAL BALANCE SHEET

{Millions of Canadian dollars)

Cross Reference to

Basel lll Regulatory Capital
Components Page 21

Q414
Balance sheet as in
Report to Shareholders

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Under regulatory

scope of consolidation

Allowance for loan losses
Collective allowance reflected in Tier 2 regulatory capital

contin
[Millions of Canadian dollarg}

Assets
Cash and due from banks 17421 17421
Interest-bearing deposits with banks 8,390 8,399
Securities 109 148 190,602
Non-significant investments in capital of other financial institutions reflected in regulatory capital -
COther securities 190,602
Assets purchased under reverse repurchase agreements and securities bormowed 135,580 135,580
Loanz
Retail
Wholesale

Shoitfall of allowances to expecled loss Liabilities
i Deposits
Allowances not reflected in regulatory capital Porsanal 0217
Business and government 386 660
Segregated fund net assets Bank 18,223
Other 614,100
Customers' liability under acceplances g‘;"h?'@ga‘@d fund liabiliies 674
" ar
! Acceptances 11,462 11462
Premises and equipment, net Obligations related 1o securities sold short 50,345 50,345
Goodwill Obligations related to assets sold under repurchase agreements and secunties loaned 64331 64,331
Goodwill related to and joint vent Derivatives 88,962 88,082
Other intangibles Insurance claims and policy benefit liabilties. a.554 -
. . Employee benefit liabilites 2420 2278
Other intangibles related to insurance and joint ventures Cther liabilitiss 27 209 36,640
I tments in joint vent and associate Gans and losses due t0 changes in own creaht nsk on far value fabiifies 35
Significant investments in other financial institutions and insurance subsid Deferred tax habilties 203
Significant investments excesding regulatory thresholds refated to goodwill ¢ -
o rafatad to mangibies ¥ 622
Sigmificant investments not exceeding regulatory thresholds relaled to pensions M _
Defined-benefit pension fund net assets rafatas o parmmtied ax nedting w a9
Other Othar defarrod lax Nabiithes (458)
" - 0 + e i " " " Other Kabilities 36,402
g'ggzzn:ux e other MO | Supordinated dabentures | 7,850 7850
R Reg capifal of maturimg
Deferred tax assets excluding those ansing from 16 v differ not alowed for regulatory capital q 295
Deferred tax assets arising from temporary differences exceedin used for regulatory capial
Deferred tax labiliies related to permitted tax netting .\n,.?rrﬂ S — :: f,-.:;r-J
) - ) ) - act o phase o iy isSued capils 5505
Deferred tax assets - other temporary differences of which: are sulyect to phase ouf issued by subsicianes and hefd by 3rd party q* 28
Other assets Total liabilities 286,047 876,238
Total assets Equity attributable to shareholders 52,690 52,682
Common shares a 1451 14511
Retalned sarnings 3,815 31,634
of witich rekates to contributed surplis a 173
O Wil Feliles 10 FEIaneGg BAmIG for Capial poses b 31,461
of which relates o msurance and jonf venfures b (19}
Other components of equity 3 2418 2
Gans and losses on demvatives designated as cash fow hedges h
Unrealized foraign currency ranslation gains and losses, net of hedging activtiss
Other ressrves alowed for regulalory capilal
af wihich relal W e
Preferred shares n 4075
of witich. are guik n
af wiich: are sulyect i phase ol n
of which portion are not atowed for regulatory capital
Treasury shares - preferred - phase-out n -
Treasury shares - Common a” Il
Neon-controlling interests x 1,813
of which: are qualfijing
portion affoved for inclusion ito CET1 d
porfian afiowed for inclusion into Tier 1 capital ]
porfion affowed for incluzion into Tier 2 capital r
of which: are ject to phase out x
of which: partion not allowed for reguiatary capital
Total equity 54,503
Total liabilities and squity 640,550
Edquity Assets
Insurance subsidiaries 1 Principal activities
RBC Reinsurance {Ireland) Limited Incorporated in irefand to provide reinsurance 1o intemational chents 2
Assured Assistance Inc. Service provider for Insurance claims 5 -
RBC General Insurance Comparny Property and casualty insurance company a8 1,575
RBC Inswance Sarvices Inc. Service provider for insurance companes listed and the bank (creditor) 5 16
RBC Lile Insurance Compary Lifia and health insurance compary 1527 10,003
RBC Insurance Company of Canada Property and caswally insurance company 141 351
RBC Insurance Holdings inc Holding company 1 -
Royal Bank of Canada Insurance Company Limited Life, annuity, Irade credi, titke and propery reinsurance company provides coverage 1o international clients 863 T
2,862 12,679

" The list of kegal enities that e included within the accounting scope of consolidation but excluded from the regulatory scope of consolidation

27
Source: Royal Bank of Canada, Q4 2014 Supplementary Financial Information, pgs 23-24



Section 3 — Capital adequacy and risk-weighted assets

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 11: Present a flow statement of movements since the prior reporting date in regulatory

capital

Citigroup Capital Rollforward Under Current Regulatory Standards
(Basel Ill Advanced Approaches with Transition Arrangements)

Citigroup Capital Rollforward Under Basel I (Advanced Approaches with Full Implementation)

'lhma Months Ended

Twelva Months Ended

Three Months Ended  Twelve Months Ended I mitors of dalirs ber 31,2014 31,2004
In milions of dodars 31,2014 31,2014 Gommon Equity Tier 1 Capital
Common Equity Tier 1 Capital Br:tITncs beginning of period 51 38.3 SIE::‘Q;
Balance, beginning of period $166,425 $157,473 ot e (190) fe33)
Net |lwwle » 350 7313 Met increase in treasury stock (380) (1,232)
Dividends daclared (190) (633) Net increass in additional paid-in capital 229 778
Netincrease in treasury stock (380) (1,232) Net increase in foreign currency transtation adjustment et of hedges, net of tax (2,716) (4,946)
Net increase in additional paid-in capital 229 778 Net decrease in unrealized losses on securities AFS, net of tax 470 1,697
Net increase in foreign currency translation adjustment net of hedges, net of tax (2,716) (4,946) MNet increase in defined benefit plans liability adjustment, net of tax {1,084) (1,170}
Net decrease in unrealized losses on securities AFS, net of tax™ 94 339 Met increase in cumulative unrealized net gain related to changes in fair value of financial lisbilities atiributable
Net increase in defined benefit plans Rability adjustment, net of tax (213) (234) 10 own u:recl_lrmrmm_Pss. net_of T e (86) (102)
Net increase in cumulative unrealized net gain related to changes in fair value of Nt decrezse in poocwil, nek of related delored ta liabilies (L2} ) &7 1n3
financial fiabifities attributable to own creditworthiness, net of tax 17 (21) Met change in other intangible assels other than morlgape servicing rights (MSRs), net of related DTLs (66) 577
Net decrease in goodwill, net of related deferred tax liabilities (DTLs) 873 1,713 Net d“jm‘m n defined benefit pcnflnn p!:m _nf"t assals , . . . X 0 10
Net change in other intangible assets other than mortgage servicing rights (MSRs), qe;iz;{ﬁ_'%?\m:d tax assets {DTAs) arising from net aperafing loss, fareign tax credit and general business 1027 2811
net of rlated DTI.'S ; 19) L Met change in excess over 10%015% limitations for other DTAs, certain common stock investments and MSRs (639) 3,878
Net decrease in defined benefit pension plan net assets 49 38 Other I} 336
Net decrease in deferred tax assets (DTAs) arising from net operating loss, foreign Net ch inG Equity Tier 1 Capital s FET]
tax credit and general business credit carry-forwards 205 562 change "! n ‘F-“W Ll pra B {1,866) 209
Net change in excess over 10%/15% limitations for other DTAs, certain common stock Common Equity Tier 1 Capital Balance, end of period $136,606 $136,606
investments and MSRs (88) 340 Additional Tier 1 Capital
Net decrease in regulatory capital deduction applied to Common Equity Tier 1 Capital Balance, beginning of period § 10,010 5 7815
due to insufficient Additional Tier 1 Capital to cover deductions 2,402 5,084 Met increase in qualifying perpetual prefemed stock © 1,493 3,689
Other (25) 295 Nt decrease in qualifying trust predesmed securities 1) (5)
Net increase in Common Equity Tier 1 Capital $ 559 $ 9511 wel[ T Ty Eaci (33) (40}
Common Equity Tier 1 Capital Balance, end of period $166.984 $166,984 Uincrease in Addtional Ter 1 Capita 5 1459 $ 3654
Additional Tier 1 Capital Tier 1 Capital Balance, end of period $148,275 $148,275
Balance, beginning of period ! S - $ — Tier 2 Capital
Net increase in qualifying perpetual preferred stock ¥ 1,493 3,699 Bal:.ance, hegmmng _“f period ) § 17482 § 16,637
Net decrease in qualifying trust preferred securities [y (897) Net Inerease In quaﬁlrmn.g S"I'_‘"?m""_:m_ dah.t - e et s an 1,680
Net increase in cumulative unrealized net gain related to changes in fair value of ?;T:;eueabe in encess of eligible credil reserves over expected credi losses :1:; E:agg}]
financial liabilities attributable to own creditworthiness, net of tax (69) (81) ;‘ﬂ B T Tor 2 Cosial 3 i T
Net decrease in defined benefit pension plan net assets 194 151 Change in Tier B 84)
Net decrease in DTAs arising from net operating loss, foreign tax credit and general Tier 2 Capital Balance, end of period $ 17,388 $ 17,388
business credit carry-forwards ! 822 2,249 Total CIE al (Tier 1 l:aEIlaI + Tier 2 Ga!mll $165,663 $165,663
Net decrease in regutatory capital deduction applied to Common Equity Tier 1 Capital
due to insufficient Additional Tier 1 Capital to cover deductions (2,402) (5,084) 1) Primarily represents an increase in additional paid-in capial related to employes banefi plans.
Other 31) @ 12) O issued approximately & lion and aproximately $1.5 bilion of qualifying perpetusl preferred stock during the twehve manttes and three months ended December 31, 2014, respectively, which were partislly
r ( 7) aiftset by the netting of issusance costs of 331 milion and 57 millicn for fhose periods.
Net change in Additional Tier 1 Capital S — $ -
Tier 1 Capital Balance, end of period s1 56i984 SISG& Citigroup Risk-Weighted Assets Under Basel HI (Full Implementation) at December 31, 2014 '
Tier 2 Capital
Balance, beginning of period "/ $ 18,382 $ 19,275 FEili l:i1"—r
Net increase in qualifying subordinated debt 401 792 . ) - . - i
Net decrease in qualifying trust preferred securities — (1,242) E\;T’é = :r’m’“ : c""";: s":::':g: - Total - uc‘sls:t:ari "'{:':a - 12;0'3;
Net decrease in excess of eligible credit reserves over expected credit losses (456) (492) Malklet :usk ??!;6535 4:54& 100% ! 95:835 $ 4:64& I10Cli§l
Other (1) @7 Operational Risk 2 258,683 53,807 312,500 — — —
Net decrease in Tier 2 Capital S__(86) S__(979) Total Risk-Weighted Assets $1115218 _ $177,660 _ $1202878  $1128 $00,840  §1228748
Tier 2 cagnal Balance, end of period $ 18,296 $ 18,296
Total Capital (Tier 1 Capital + Tier 2 Capital $185,280 $185.280
—

a presantation b
.amleus»rlls anin

1 applcation of the Firel Basal Il Rules consistent with current paniod preseetation
s in aJuhulJ paid-in capital related 1o employes benefit plans
alized losses on seourities A

E L 3
offset r, the netting of Esuarce coes ol §3 ? milon and $7 milion during thass penods.

and 6-1m* r»wm plans labiity .:QI stment under the F nal

Citigroup provides flow statements by quarter and full year (YTD) for capital under current regulatory standards (Basel lll Transition Arrangements) and Basel Ill
(Full Implementation). Citigroup also reports credit, market and operational risk RWAs by primary business segments (Citicorp and Citi Holdings) under fully
implemented Basel Il rules, presenting both the Advanced Approach and the Standardized Approach.
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Source: Citi 2014 Annual Report, pg 42, 48, 49
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Recommendation 11: Present a flow statement of movements since the prior reporting date in regulatory
capital

rillar 3| SWiss SRB Basel lll capital movement

CHF billion Phase-in Fully applied
Common equity tier 1 capital as of 31.12.13 42.2 28.9
Movemenrs durmg 2014;

Dperatlngprof‘tf(loss)beforetax L
”Dwncredltrelatedtof'nanoalI|ab|||t|esde5|gnatedatfalrvalueandreplacementvalues netoftax””mmmm (02)(02)
mFore\gncurrencytranslatloneﬂeds s
" Gouwill net of e Iesshybndcapltalandhlghtnggerlossabsorblngcapltal S
”Deﬂnedbeneﬁtpenswnplans20%phase|neﬁectasofl s
“.Deﬁnedbeneﬁtplans 01(05}
”Deferredtaxassetsrecbgmzedfortaxlosscarryfomards 20%phase |neﬁedasof1 l 14 (1 3}
mDeferredtaxassetsrecognlzedfortaxIosscarryforwards S
”Deferredtaxassetsontemporarydlﬁelences S
Cument o e L
'”Compensanonandownsharesrelatedcap|ta|components{mcludlngshareprem|um} S
mProposedcapltalreturnstoshareholders B
Come
Common eqwty tier 1 r.apltal asof31.12.14 42.9 28.9
Additional tier 1 capital as of 31.12.13 0.0 0.0
MovemenrsduanZOM
Issuance of high-trigger loss-absorbing capital 0.5 0.5
Goodwill, net of tax, offset against hybrid capital and high-trigger loss-absorbing capital - (0.5)
ot movement S
Addltlunaltler1r.apltalasuf311214 S
Tier 2 capital as of 31.12.13 8.6 5.7
Movemenrsdunngzom
Issuanceoflossabsorbmgcapnal P
. Phase-out captl S
- Fore\gncurrencytranslatloneﬂectsandother S
e S B
T|er2cap|ta|asof311214 S T
Total capital as of 31.12.14 56.3 40.8
Totalcapr[alasofB s S
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Source: UBS 2014 Annual Report, pg 253
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Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 12: Qualitatively and quantitatively discuss capital planning within a more general
discussion of management’s strategic planning

Overview

Organisation and structure

Capital management is integral to the Group's approach to financial
stability and sustainability management and is therefore embedded in
the way businesses and legal entities operate. Capital demand and
supply is actively managed on a centralised basis, at a business level, at
a local entity level and on a regional basis taking into account the
regulatory, economic and commercial environment in which Barclays
operates.

Roles and responsibilities

The Group's capital management strategy is driven by the strategic
aims of the Group and the risk appetite set by the Board. The Group's
objectives are achieved through well embedded capital management
practices:

Capital planning

Capital forecasts are managed on a top-down and bottom-up analysis
through both short term (one year) and medium-term (three years)
financial planning cycles. Barclays' capital plans are developed with the
objective of maintaining capital that is adequate in quantity and quality
to support the Group's risk profile, regulatory and business needs,
including Transform financial commitments. As a result, the Group
holds a diversified capital base that provides strong loss absorbing
capacity and optimised returns.

Barclays' capital plans are continually monitored against relevant
internal target capital ratios to ensure they remain appropriate, and
consider risks to the plan including possible future regulatory changes.

Local management ensures compliance with an entity's minimum
regulatory capital requirements by reporting to local Asset and Liability
Committees with oversight by the Group's Treasury Committee, as
required.

Primary objectives

Provide a viable and sustainable
business offering by maintaining
adequate capital to cover the
Group's current and forecast
business needs and associated risks

Ensure the Group and legal entities
maintain adequate capital to
withstand the impact of the risks
that may arise under the stressed
conditions analysed by the Group

= Maintain a capital planon a
short-term and medium-term
basis aligned with strategic
objectives, balancing capital
generation of the business with
business growth and sharehoider
distributions

= Meet minimum regulatory
requirements at all times in the
UK and in all other jurisdictions
that the Group operates in, such
as the United States and South

Africa where regulated activities
are undertaken
= Perform Group-wide internal and
regulatory stress tests
Maintain capital buffers over
regulatory minimums
= Develop contingency plans for
severe (stress management

= Maintain capital ratios aligned
with rating agency expectations

Support a strong credit rating

Regulatory requirements

Capital planning is set in consideration of minimum regulatory
requirements in all jurisdictions in which the Group operates. Barclays'
regulatory capital requirements are determined by the PRA under the
Basel Ill and CRD IV requirements.

Under these regulatory frameworks, capital requirements are set in
consideration of the level of risk that the firm is exposed to which is
measured through both risk-weighted assets (RWAs) and leverage.

Capital held to support the level of risk identified is set in consideration
of minimum ratio requirements and intemal buffers. Capital
requirements are set to support the firm’s level of risk both on a going
concern basis and in resolution.

Governance

The Croup and legal entity capital plans are underpinned by the Capital
Risk Framework, which includes capital management policies and
practices approved by the Treasury Committee. These plans are
implemented consistently in order to deliver on the Group objectives.

The Board approves the Group capital plan, stress tests and recovery
plan. The Treasury Committee manages compliance with the Group's
capital management objectives. The Committee reviews actual and
forecast capital demand and resources on a monthly basis. The Board
Risk Committee annually reviews risk appetite and then analyses the
impacts of stress scenarios on the Group capital forecast in order to
understand and manage the Group's projected capital adequacy.

Source: Barclays 2014 Annual Report, pgs 132-133

Monitoring and managing capital
Capital is monitored and managed on an ongoing basis through:

Stress testing: internal stress testing is undertaken to quantify and
understand the impact of sensitivities on the capital plan and capital
ratios, arising from 1 in 7 year and 1 in 25 year stresses. Actual recent
economic, market and peer institution stresses are used to inform the
assumptions of the stress tests and assess the effectiveness of
mitigations strategies.

The Group also undertakes stress tests prescribed by the PRA and ECB.
Legal entities undertake stress tests prescribed by their local regulators.
These stress tests inform decisions on the size and quality of capital
buffer required and the results are incorporated into the Group capital
plan to ensure adequacy of capital under normal and severe, but
plausible, stressed conditions.

Risk mitigation: as part of the stress testing process actions are
identified that should be taken to mitigate the risks that could arise in
the event of material adverse changes in the current economic and
business outlook.

As an additional layer of protection, the Barclays Recovery Plan defines
the actions and implementation strategies available for the Group to
increase or preserve capital resources in the event that stress events are
more extreme than anticipated. In addition, the strong regulatory focus
on resolvability has continued in 2014, from both UK and international
regulators. The Group continues to work with the authorities on
recovery and resolution planning (RRP), and the detailed practicalities
of the resolution process, including the provision of information that
would be required in the event of a resolution, so as to enhance
Barclays’ resolvability.

Senior management awareness and transparency: Treasury works
closely with Central Risk, businesses and legal entities to support a
proactive approach to identifying sources of capital ratio volatilities
which are considered in the Group’s capital plan. Capital risks against
firm-specific and macroeconomic early warning indicators are
monitored and reported to the Treasury Committee, associated with
clear escalation channels to senior management.

Capital management information is readily available at all times to
support the Executive Managements strategic and day-to-day business
decision making, as may be required.

The Group submits its Board approved ICAAP document to the PRA on
an annual basis, which forms the basis of the Individual Capital
Guidance (ICC) set by the PRA.

Capital allocation: capital allocations are approved by the Group
Executive Committee and monitored by the Treasury Committee,
taking into consideration the risk appetite, growth and strategic aims of
the Group. Barclays Bank PLC (BBPLC) is the primary source of capital
to its legal entities. Regulated legal entities are, at a minimum, allocated
adequate capital to meet their current and forecast regulatory and
business requirements.

Transferability of capital: the Group’s policy is for surplus capital held in
Group entities to be repatriated to BBPLC in the form of dividends and/
or capital repatriation, subject to local regulatory requirements,
exchange controls and tax implications. This approach provides
optimal flexibility on the re-deployment of capital across legal entities.
The Group is not aware of any material impediments to the prompt
transfer of capital resources, in line with the above policy, or repayment
of intra-Group liabilities when due.
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Business review Capital and risk management

The table below RWA by

UK Porsonal & Cotporate & Citizens.
Private  InstituGonal Certral  Financial

Banking Bank. Banking Banking Barking ioms. Group RCR  Non-Core Total
t £bn £on £bn £on £bn £on £bn £on £bn £on
At 13 (Basel 2.5 basis 51.2 30.7 658 12.0 1204 201 56.1 -— 202 3855
Impact of dlssolutlcm of NonCom and
creation of RCR - {(1.9) 27 - (10.0) 01 20 a7 (29.2) —
CRR impact (1.5) {0.6) (1.6) - 36.7 3.1 25 5.0 — 436
At 1 January 2014 (CRR basis 497 282 615 120 1471 233 60.6 467 — 4291
Foreign exchange movement - (1.1) _— _ (1.0) - 36 — — 15
Business movements (0.3) 03 - - (36.8) (6.1) 42  (200) — (58.7)
Risk parameter changes (1) (5.0) (3.6) 0.2 — — —_— — (3.3) — (11.7)
Methodology changes i2) - - 17 0.2) (2.0) - - (0.3) - (0.8)
Modsl updates (3) (1.6) —_ 06 —_ 0.2) (0.4) _ (1.1) —_ 27
Other changes — — o (0.3) — (0.5) — — — (0.8)
At 31 December 2014 (CAR bas 428 238 64.0 11.5 107.1 16.3 68.4 220 — 355.9
Notes:
(1) Risk parameter changes elase to changes in credit quality metrics of customars and counterparies such as probability of detault (PD) and loss gven default (LGD). They comprise:
- UK P88 and Usster Bank: primarily refiects of PD and L refoctng 10 the UK
- ACA: decroase in dotaulted assots (£1.0 billon) and internal raing upgrades for cartain counterparses (£0.8 bificn).
{2) Methodology changes included:
- Commercial : revisians 1o both currency nefting and maturity dales for securiisaton liquidity taciites.
- CiB: €20 bilion prmardy ropresents inchusan of hedges i the crodit valuation adjustments calcuaton. in addion are were oftseting m of€114 of trading
mmmahmumnjum e naw CRR relatod charges, primarily asset lation and
‘crodit risk to counterparty Crodit risk.
@ m- M updated during the year

and RCA: new large corporate:
Clﬂ muwnmawummulm-mqumwmmmm

Key points In relation to RWA density:
* RBS RWAs increased from £385 billion on a Basel 2.5 basis to £429 *  Theincrease in RWA density of exposures reflected the impact of
billion on a CRR basis principally reflecting: credit i and asset i ion and
1,250% risk weighting of i P those on structured entities related to revised RWA treatments. both
capital deductions; relating to the implementations of CRD IV.
Impact of credit valuati dj and asset
correlation relating to banks and central counterparty; *  Non-modelied standardised credit risk RWAs principally comprised

Implementation of CRR model suite: and
Reduction in risk weighting for small and medium sized

CFG (£63 billion), and Private Banking (€10 billion): repo

transactions undertaken by RBSSI, the broker-dealer and certain

enterprises (SME). securitisation exposures,
*  UKPBB RWASs reduced due to improvements in credit quality. «  Total shipping portfolio exposure at default (EAD) was £10.9 billion
y in the UK and lower and RWAS of £8.4 billion of which £2.3 billion and £1.7 billion were

n RCR.
*  In Commercial Banking, credit risk RWAs increased by £5 billion !

due to growth in loans (£2 billion) and methodology changes (£2 .
billion) and model changes (£1 billion), offset by a £2 billion
decrease in operational risk RWAs.

metals RWAs were £3.3 billion with a density of 74%.

*  CIB managed down RWAs by £40 billion, through both balance
sheet and risk The reduction i £15 billion of
market risk RWAs due to the wind down of the US asset-backed
products business, £6 billion credit risk RWAs in GTS and Portfolio
and £10 billion in Rates reflecting counterparty reviews as well as
exits, and miti Opr risk RWAs by
£3 billion,

*  The RCR disposal strategy and run-off resulted in a £25 billion
reduction in RWAs, £9 billion each in real estate finance and
corporate, and a further £5 billion and £2 billion in Markets and
Ulster Bank respectively.

Source: RBS 2014 Annual Report, pgs 211-212

Oil and gas RWAs were £8.5 billion at a density of 49%. Mining and

Capital management* oniinued

EAD and RWA density

The tables below analyse exposure at default (EAD) after credit risk mitigation (CRM), RWAs and related RWA density (RWAs as a percentage of EAD)
by sector cluster. RWAs at 31 December 2014 are under current rules and 31 December 2013 are on a Basel 2.5 basis. Refer to page 215 for a bridge

between balance sheet and EAD.

EAD post CRM (1) RWAs
AIRE STD Total AIRB ST0 Total AIRB STD Total
2014 £m £m £m em £m £m % % %
tor cluster
eicr
Central banks 44,007 50,539 94,546 1.632 78 1,710 4 _ 2
Central government 16,373 9,944 26,317 1,775 61 1,836 1 1 7
Other sovereign 4,936 6,548 11,484 1,250 386 1,636 25 6 14
Total sovereign 65,316 67,031 132,347 4,657 525 5,182 7 1 4
; s (FI
Banks 32,777 2,081 34,858 15,089 488 15,577 46 23 45
Other Fl2) 41,420 22,535 63,955 15,585 9,960 25,545 38 44 40
SSPEs (3) 17,504 2,634 20.138 6.216 4.410 10,626 36 167 53
Total FI 91,701 27,250 118,951 36.890 14,858 51,748 40 55 44
Property
- UK 48,081 3,463 51,544 23,736 3,390 27.126 49 98 53
- Ireland 7,541 31 7,572 1,283 33 1,316 17 106 17
- Other Western Europe 4,625 431 5,056 2,321 445 2,766 50 103 55
-uUs 1,334 7.481 8,815 722 7.551 8273 54 101 94
- RoW 2,048 284 2,332 1,296 249 1,545 63 88 66
Total property 63,629 11,690 75,319 29,358 11,668 41,026 46 100 54
Natural resources
- Oil and gas 15,704 1,876 17,580 6,864 1,665 8,529 44 89 49
- Mining and metals 3,744 635 4,379 2,602 660 3,262 69 104 74
- Other 16,173 1,070 17,243 6,367 861 7,228 39 80 42
Transport
- Shipping 8,332 2,571 10,903 5,790 2,575 8,365 69 100 77
- Other 21,268 3,297 24,565 9,176 2,865 12,041 43 87 49
Manufacturing 29,450 8,430 37,880 12,673 8,257 20,930 43 98 55
Retail and leisure 24,564 8,262 32,826 14,940 8,027 22,967 61 97 70
Services 23,489 8,426 31,915 13,327 8,350 21,677 57 99 68
TMT 4) 13,555 2,790 16,345 7.079 2,806 9,885 52 101 60
Total corp 219,908 49,047 268,955 108,176 47.734 155,910 49 97 58
Moﬂgages
- UK 113,884 7,794 121,678 10,651 3121 13,772 9 40 1
- Ireland 15,544 37 15,581 13,137 18 13,155 85 49 84
- Other Western Europe 193 31 504 16 124 140 8 40 28
-Us 131 21,088 21,219 10 10,352 10,362 8 49 49
- RoW 407 589 996 39 232 27N 10 39 27
Total mortgages 130,159 29,819 159,978 23,853 13.847 37.700 18 46 24
Other personal 31,628 15,971 47,599 13,233 11,805 25,038 42 74 53
Total personal 161,787 45,790 207,577 37,086 25,652 62,738 23 56 30
Other items 4,465 18.363 22,828 3.012 16.580 19,592 67 90 86
Total 543,177 207,481 750,658 189.821 105,349 295,170 35 51 39
Pillar 3

Additional analysis of exposure at default and credit risk measures such as credit risk mitigation, counterparty credit risk and provisions and their

associated RWAs under the app! g to the PRA p in force p

ided in RBS's Pillar 3 Report 2014,



Section 3 — Capital adequacy and risk-weighted assets

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 13: Provide granular information to explain how risk-weighted assets (RWAs) relate to
business activities and related risks

Table 7. Capital requirements
Thousands of euros

Table 8. Capital requirements by geography

Thousands of euros

31Decz2014 31 Deczon3 United Cont. Rest of United Rest of
Capital RWAs Capital RWAs TOTAL Spain  Kingdom Brazil  Europe Latam States world
Credit risk - IRB approach Creditrisk - IRB approach
Central governments and central banks 41,908 523,846 34,440 430,496 Central governments and central banks 41,508 41,908 - - - - - -
Institutions 1,080,183 13,627,288 955,865 11,948,316 Institutions 1090183 722082 202,286 51,810 108,005
Corporates 8.945712 11,821,402 8,049,820 100,622,746 Corporates 8545112 4,563,000 1,279,527 1,034,731 455,353 735,560 433,141
Retail exposures 5,525,134 69,064,171 4,750,025 59,375,318 Retail exposures 5525134 1403422 1966374 - 1155337 . . -
Residential mortgages 3,574,594 44,682,425 3,621,216 45,265,199 Mortgages 3,574,594 B0BATT 150743 : 259,034
Qualifying revelving retail exposures 330,91 4,136,393 258,743 3,234,293 Cards 3091 12,051 205,752 : 9105
Other retail 1,619,628 20,245,353 870,066 10,875,826 Other retail 1,619,628 452,955 243,480 BE7194
Equities 832,368 10,404,606 767,334 9,591,675 Equities 832368 832,368 : - - -
Simple method Simple method -
PD/LGD method 472973 5,912,160 363,701 4,546,263 PD/LGD method 412,973 41291
Internal models 359,396 4,492,446 403,633 5045413 Internal models 39539 33335 : :
. K Securitisation positions 92,668 50,504 40,009 2155
Listed instruments 108,563 1,357,035 158,915 1,998,941
) ) — ) TOTAL 16,527,973 8,013,284 4,488,596 1,034,731 1,714,656 843,565 433,141
Unlisted: Sufficiently diversified portfolios 723,806 9,047,572 607419 7592740
Other exoosures Credit risk - Standardised approach
— _p — ; Central governments and central banks 334,645 15,789 1344 10,783 2,294 298,337 6,076 2
Securitisation positions of exposures 92,668 158,348 76348 54350 pegional governments and local authorities 63758 a . 869 9,595 6,702 46,551 -
TOTAL 16,527,973 206,599,661 14,633,832 182,922,901 " e
Public sector entities and other 20720 - - - 3,356 12,168 5196 -
Credit risk - Standardised approach non-profit public institutions ’ ' y '
Central governments and central banks 334,645 4,183,065 191,078 2,388,476 Multilateral development banks 292 - - - 292 - -
Regional governments and local authorities 63,758 796,577 106,127 1,326,592 International organizations 5546 - 5,546 - - - - -
Public sector entities and other non-profit public institutions 20720 258,997 20,680 258,506 Institutions 697,748 55,081 21,004 176,089 53,130 10,043 281,728 663
Multilateral development banks 292 3,648 Corporates 5,348,763 181,785 1,377,765 1,236,545 720,647 930,349 884,127 17043
International organizations 5546 65,327 - . Retail 6,650,813 140,882 561,985 1,854,048 1,583,512 1,130,003 1.420,384 -
Institutions 697,748 8,721,855 487723 6,096,532 Exposures secured by real estate property 3,016,293 220,73 66,322 137431 568,247 780,810 1043316 -
Corporates 5348763 66,858,535 4,962,692 62,033.649 Defaulted exposures 10982714 475598 21847 130641 165729 193924 107,674 6l
Retail 6,690,813 83,635,168 7,107,412 8,842,644 High-risk exposures 13,072 140 LA . - 1318 2,766 -
Exposures secured by real estate property 3,006,299 37,703,740 2,749,196 34,364,544 Covered bonds 3 24,465 § 24,465 . .
Exposures to institutions and corporates .
Defaulted exposures 1.058,274 13,728,426 1,045,118 13,063,574 with short-term credit ratings 15,053 5 44 9052 5,852
High-risk exposures 13,072 163,397 139,349 1,741,860 i
Exposures to collective investment schemes (CIS) 872 = = 868 = 3 = B
Covered bonds 24,465 305,817 - -
Securitisation positions 104926 1311569 72334 204175 Other exposures 4390541 1620632 208176 1093216 365670 408369 693510 570
P Securitisation positions 104,926 1130 - 59,374 - - 44 421 -
Exposures to institutions and corporates
with short-term credit ratings 1503 188,163 13866 172222 qo1AL 2,825788 271,25 2,300,062 4,900,264 3,481,232 3,878,265 4,535,749 18,859
Exposures ta collective investment schemes (CIS) a7z 10,894 8,850 10,628 Risk due to contributions to CCPs' default fund 69,231 38,959 30,83 81 R ]
Other exposures 4,390,541 54,881,764 1,741,529 21,769,110 - - - -
Risk due to credit valuation adjustment 22,056 9,494 8,231 674 145 3309 202
TOTAL 21,825,788 272,822,345 18,645,953 233,074,414 . N
Rick d ) e default fund P 565 289 2 078,007 Settlement risk - Trading book* 134 134 - - - - -
isk due to contributions to s default fun o f :
' - e Position risk - Trading book -
Risk due to credit valuation adjustment 22,056 275,700 B.768,647 Standardised approach 110132 106,046 674,338 2050 e 36261 40991
Settlement risk - Trading book 134 1679 63 788 Position and exchange rate risk - . B
I ’ . Trading book - Internal models 816,002 583,643 152 232167
Position risk - Trading book - Standardised approach 1,101,325 13,766,559 516,015 11,450,188 P o
- 3 . Specific risk in securitisation 4175 72,088 . 2087
Position and exchange rate risk - Trading book - Internal models £16,002 10,200,029 860,674 10,758,425 positions (trading book)* d i i
Specific risk in securitisation positions (trading book) 74075 927186 108,096 1,351,200 Speciﬁg risk i!1 _correl:ltion trading 149 349
Specific risk in correlation trading portfolio pesitions 3,496 43,699 58,758 734,475 portfolio positions* i '
Exchange rate risk - Standardised approach 813,268 10,165,851 616,559 7711988 Exchange rate risk - Standardised approach* 813,268 13,268 - - - - -
Operational risk - Standardised approach 5,596,184 69,952,306 5,275,444 65,943,050 Operational risk - Standardised approach** 5,596,184 1,029,600 6EB,804 1,631,822 667,961 891,866 686,132
Other additional capital requirements 16,661 208,264 -559,373 7,492,163 Other additional capital requirements 16,661 16,661
TOTAL 46,866,293 585,828,663 40,516,422 506,455,275 TOTAL 46,866,293 13,397,929 8,190,314 7,780,571 5,896,963 5,885,443 5,696,215 18,859

Source: Santander Pillar Ill Disclosures, pgs 35, 36

* Risks that are calculated at corporate level. All the risk has been assigned to Spain.
** The operational risk consumption of corporate activities has been assigned to Continental Europe.
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Recommendation 14: Present a table showing the capital requirements for each method used to calculate
the measurement in credit, market and operational risk

For the current reporting date the amounts presented are based on the CRR/CRD 4 framework according
to the transitional rules. The amounts for the comparative period are presented on the then applicable
Basel 2.5 framework.

In line with our decision to scale down and discontinue parts of our commeodities business, certain portfolios
containing discontinued activities were aggregated under the Special Commodities Group (SCG), which has
been subsequently transferred from CB&S to NCOU in the first quarter of 2014. The amounts for credit, market
and operational risk RWA for the comparative period have been restated including related effects from realloca-
tions between the segments, accordingly.

Within credit risk, the line item “Other” in Advanced IRBA reflects RWA from securitization positions in the bank-
ing book, specific equity positions and other non-credit obligation assets. Within the Standardized Approach,
the majority of the line item “Other” includes RWAs from our pension fund assets with the remainder being
RWAs from banking book securitizations as well as exposures assigned to the further exposure classes apart
from central governments or central banks, institutions, corporates and retail.

Risk-weighted Assets by Model Approach and Business Division

Dec 31, 2014
CRR/CRD 4
Corporate Private & Global Deutsche Non-Core Consolidation &
Banking & Business Transaction Asset & Wealth Operations Adjustments
in€m Securities Clients. Banking Management Unit and Other Total
Credit Risk 83,548 69,584 41,740 7,310 19,280 22,666 244128
Segment reallocation (2,200) 520 3,327 330 94 (2,071) 0
Advanced IRBA 77,263 58,786 31,763 3,910 13,062 14,638 199,422
Central Governments
and Central Banks 3,948 124 1,020 0 74 218 5,385
Institutions 8,359 1,538 3,103 73 623 171 13,869
Corporates 55,678 9,938 26,916 2,740 5,062 1,199 101,533
Retail 121 37,852 30 91 773 0 38,867
Other 9,157 9,334 694 1,006 6,529 13,049 39,769
Foundation IRBA 2,079 3,303 107 0 1 0 5,491
Central Governments
and Central Banks 0 0 0 0 0 0 0
Institutions 0 0 0 0 0 0 0
Corporates 2,079 3,303 107 0 1 0 5,490
Standardized Approach 4,804 6,884 6,542 3,070 6,122 10,099 37,522
Central Governments
or Central Banks 21 63 27 3 0 0 114
Institutions 593 124 51 4 3 35 810
Corporates 2,841 1,401 4,747 1,111 1,075 584 11,759
Retail 7 4,064 422 45 1141 18 5,697
Other 1,341 1,232 1,296 1,908 3,903 9,462 19,142
Risk exposure amount
for default funds
contributions 1,601 90 1 0 1 0 1,693
Settlement Risk 25 1] 0 0 0 1 27
Credit Valuation
Adjustment (CVA) 16,024 445 7 445 4,019 262 21,203
Internal Model Approach 15,953 17 T 443 3,953 1 20,774
Standardized Approach 71 28 0 2 66 261 428
Market Risk 44,469 92 199 2,483 16,967 0 64,209
Internal Model Approach 31,439 4] 199 1,339 8,625 0 41,602
Standardized Approach 13,029 92 0 1,144 8,342 0 22,607
Operational Risk 31,512 9,605 1,321 6,368 18,275 0 67,082
Advanced measurement
approach 31,512 9,605 1,321 6,368 18,275 0 67,082
Total 175,578 79,725 43,268 16,607 58,541 22,929 396,648
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Source: Deutsche Bank 2014 Financial Report, pg 246
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Recommendation 14: Present a table showing the capital requirements for each method used to calculate
the measurement in credit, market and operational risk

L]
EXPOSURE AT DEFAULT AND RISK-WEIGHTED ASSETS FOR CREDIT RISK PORTFOLIOS Scotiabank
[ Basel Ill - IFRS
Q2 2015 Q12015 Q4 2014 Q3 2014
AIRB Standardized Total Total Total Total
Exposure Type Sub-type EAD RWA? EAD " RWA®? EAD RWA?? EAD " RWA? EAD ™ RWA? EAD 1 RWA®!
Non-Retail
Corporate® Drawn 102,167 58,089 43,908 42,540 146,075 100,608 145,012 101,339 130,621 90,240 128,408 90,365
Undrawn 46,847 20,086 4,514 4,503 51,361 24,589 53,974 24,963 47,082 22,314 44,855 21,274
Other® 34413 11,041 3,230 3213 37,643 14,254 35,068 12,327 31,678 11,496 31,704 11,246
Total 183,427 89,196 51,652 50,256 235,079 139,452 234,054 138,629 209,381 124,050 204,967 122,885
Bank® Drawn 23,762 5,332 1,938 1,347 25,700 6,679 32358 8,435 25883 7.500 26,237 7.882
Undrawn 11,328 3,615 78 57 11,408 3,672 12,222 3914 10,954 3,356 11,552 3,559
Other® 10,095 1,752 95 78 10,190 1,830 9,535 1,753 8,195 1,486 7,929 1,394
Total 45,185 10,699 2,111 1,482 47,296 12,181 54,115 14,102 45,032 12,342 45,718 12,835
Sovereign Drawn 75,022 4,933 5,303 594 80,325 5,527 82,035 5,544 76,107 4858 68,768 4,664
Undrawn 1,543 161 - - 1,543 161 1,465 139 1,352 140 1,353 177
Other™® 544 15 - - 544 15 1,137 63 805 33 775 26
Total 77109 5,109 5,303 594 82,412 5703 84,637 5746 78.264 5,031 70,896 4,867
Total Non-Retail Drawn 200,951 68,334 51,149 44,481 252,100 112,815 259,405 115,318 232,611 102,598 223,413 102,911
Undrawn 59,718 23,862 4,592 4,560 64,310 28,422 67,661 29,016 59,388 25,810 57,760 25,010
Other®! 45,052 12,808 3,325 3,291 48,377 16,099 45,740 14,143 40,678 13,015 40,408 12,666
Total 305,721 105,004 59,066 52,332 364,787 157,336 372,808 158,477 332,877 141,423 321,581 140,587
Retail
Residential Mortgages Drawn 186,434 10,780 25,371 11,416 211,805 22,196 213,185 21,893 211,341 19,766 210,743 19,360
Undrawn - - - - - - - - - - - -
Total 186,434 10,780 25,371 11,416 211,805 22,196 213,185 21,893 211,341 18,766 210,743 19,380
Secured Lines Of Credit Drawn 19,047 4,293 - - 19,047 4,293 18,952 4,435 19,115 4487 18,590 4,409
Undrawn 12,354 1,158 - - 12,354 1,158 12,312 1,243 12,209 1,282 17,724 1,857
Total 31,401 5,451 - - 31,401 5,451 31,264 5,678 31,324 5,769 36,314 6,266
Qualifying Revolving Retail Drawn 16,426 9,556 - - 16,426 9,556 16,257 9,564 16,011 9,356 15,953 7.622
Exposures (QRRE) Undrawn 16,734 2,058 - - 16,734 2,058 16,716 2,151 16,196 2,105 18,311 2,360
Total 33,160 11,614 - - 33,160 11,614 32,973 11,715 32207 11,461 34,264 9,982
Other Retail Drawn 25252 12,744 23,063 16,811 48,315 29,555 48,656 29,929 47,080 28,848 45,380 27,624
Undrawn 680 156 - - 0] 156 667 165 659 161 999 126
Total 25912 12,900 23,063 16,811 48,875 28,711 49,323 30,094 47,738 29,008 46,379 27,750
Total Retail Drawn 247,159 37,373 48,434 28,227 295,593 85,500 297,050 65,821 293 547 62457 290,666 59,015
Undrawn 29,748 3,372 - - 29,748 3,372 29 695 3,559 29,064 3,548 37,034 4343
Total 276,907 40,745 48,434 28,227 325,341 68,972 326,745 69,380 322,611 66,005 327,700 63,358
Securitizations 20,024 3,652 59 59 20,083 3,711 21,166 4,086 19,982 4621 18,163 4,947
Trading Derivatives™ 28,854 7,971 - - 28,854 7,971 36,673 10,178 25249 8,041 22 886 7,554
Derivatives - credit valuation adjustment'® - - - 8,732 - 6,732 - 8,154 - 5,632 - 5,039
Total Credit Risk (Excluding Equities & Other Assets) 631,506 157,372 107,559 87,350 738,085 244,722 757,390 250,275 700,518 225,722 880,330 221,480
Equities 3,636 3,636 - - 3,636 3,636 4,132 4,132 4,269 4,269 4,451 4,451
Other Assets'® . - 54,146 23,056 54,146 23,056 59,475 24,208 52,288 23,065 52,377 23,550
Total Credit Risk (Before Scaling Factor) 635,142 161,008 161,705 110,406 796,847 271,414 820,997 278,615 757.076 253,056 747,158 249,491
Add-on for 6% Scaling Factor™ 9,593 9,593 9,801 8,831 8,672
Total Credit Risk 635,142 170,601 161,705 110,406 798,847 281,007 820,997 288,418 757,076 261,887 747,158 258,163

) Exposure at default, before credit risk mitigation for AIRB exposures, after related allowances for credit losses for Standardized exposures.

2 CET1 Risk-weighted Assets

31 Effective Q1 2013, under Basel 11l, risk-weight computations include a multiplier of 1.25 to the correlation parameter of all credit exposures to certain large or unregulated financial institutions meeting specific criteria.

# Includes lending instruments such as letters of credit and letters of guarantee; banking book derivatives and repo-style exposures, net of related collateral

5 As per OSFI guideline, effective the first two quarters of 2014, Credit Valuation Adjustment RWA on dervatives was phased-in at 57%. For the third and fourth quarters of 2014, CVA risk-weighted assets were calculated using the scalars of 0.57, 0.65 and 0.77 to compute CET1 capital ratio, Tier 1 capital ratio
and Total capital ratio respectively In 2015, these scalars are 0.64, 0.71 and 0.77, respectively.

34
Source: Scotiabank Supplementary Regulatory Capital Disclosure Q4 2014, pg 12
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Recommendation 15a: Tabulate credit risk in the banking book showing average probability of default (PD)
and LGD as well as exposure at default (EAD), total RWAs and RWA density for Basel asset classes and major
portfolios within the Basel asset classes at a suitable level of granularity based on internal ratings grades

. _ . i PR
Table 30c: Wholesale IRB exposure — by obligor grade*— Corporates® (continued) Table 33: Retail IRB exposure — by internal PD band

Exposure Average Average RWA Mapped A A RWA
CRR PO range value? Po? 1607 density® RWAs  external rating E"""“‘"’l uerage werage .
% USSbn % % % USSbn PD range value pD? LGD* density’ RWASs
% USsSbn % % % US$bn
Default risk At 31 December 2014
Minimal 018 0.000 to 0.010 _ _ _ _ _ Secured by mortgages on immovable property
11 0.011to0.028 115 0.03 13.6 16 1.8 AAA to AA SME
12 0.029 to 0.053 43.0 0.04 30.4 13 5.6 AA- Band 1 0.000 to 0.483 0.5 0.10 11.9 L] 0o
Low 21 0.058t00.095 707 0.07 328 18 125 Attop ~ Dand2 LE Tk i L — . Ll
22 0.09to0.169 913 0.13 128 25 2.9 A Band 3 1.023 to 4.914 15 245 18.3 2 03
Satisfacton 31 0.170t00.285 823 022 37.0 38 315 peps  Comdd 4.915 to 8.860 0.2 6.94 2.0 =0 0.1
i y 5 . o 0. g A
32 0286t00.483 79 037 39.7 53 382 BBB Band 5 CEALL . 225 =2 o 0
15 I - = = = = e Band 6 15.001 to 50.000 01 25.01 18.8 100 0.1
- Band 7 50.001 to 100.000 0.1 100.00 16.8 0 0.0
Fair 41 0JM1to1.022 a7a 0.87 36.1 70 331 BB+ _
42 1.023 to 1.407 330 120 73 81 26.7 BB 3.1 7.06 175 n 0.6
43 1408101927 32.6 1.65 0.3 101 32.8 BB- Secured by mortgages on immovable property
Moderate 51 1.928 to 2.620 226 2.24 38.0 100 2.6 BB- Non-SME
52  2621t03.579 12.8 3.07 0.8 116 149 B+ Band 1 0.000 to 0.483 219.7 0.12 15.2 6 121
53  3580t0A.914 116 216 387 121 14.0 B Band 2 0.484 to 1.022 27.2 0.69 275 ES] 85
Significant 61 4.915 1o 6.718 a7 5.74 36.9 123 5.8 B Band 3 1.023 to 4.914 2.1 2m 36.2 82 19.8
62  6J19to8.860 36 7.85 39.7 158 5.7 B- Band 4 4.915 to 8.860 5.8 5.89 52.0 m 12.8
High 71 8.861to 11402 17 10.03 329 139 25 oo Band 5 il == a — =il =
72 11.403 to 15.000 0.9 12.00 180 178 16 oy Band 6 15.001 to 50.000 3.2 2372 57.7 378 12.1
) Band 7 50.001 to 100.000 67 97.17 59.4 3 19
Special - [——
management 81  15.001 to 22.000 0.7 19.01 us 175 14 cee 288.9 3.06 205 13 71.6
—
82 22.001 to 50.000 0.3 36.00 312 167 05 CCC-to €C Qualifying revolving retail exposures
83 R = = = £ o € Bandi 0.000 to 0.283 278 0.12 919 [ 21
Default® 9/10 100.000 63 100.00 208 81 5.1 Default Band 2 0.484 to 1.022 66 071 91.3 L] 19
At 31 December 2014 £20.9 185 36.0 52 223 Band 3 1.023 to 4.914 9.1 2.26 89.8 65 5.9
— —
Band 4 4,915 to 8.860 14 6.64 87.8 136 19
Band 5 £8.861 to 15.000 0.5 11.06 89.1 200 10
Table 30b: Wholesale IRB exposure — by obligor grade®— Institutions (continued) Band 6 15.001 to 50.000 0.5 2444 %0.3 260 13
WA e Band 7 50,001 to 100.000 03 89.52 64.5 67 0.2
X & ag pped . =
CRR PD range value? pD? LGD? density® RWAs  external rating 66.2 130 91.3 B 153
% US$bn % % % uUSsSbn Other SME
Default risk Band 1 0.000 to 0.483 18 0.29 57.1 7 0.3
Minimal 01 0.000to0.010 18 0.02 50.2 2 04 AAA  Band2 0.484 to 1.022 23 0.74 46.0 30 0.7
11 0.011t00.028 15.3 0.03 410 12 18 AA+toAA  Band3 1.023 to 4.914 63 2.56 49.4 52 3.3
12 0.029t00.053 27.4 0.04 31.7 1 3.0 AA-  Banda 4.915 to 2.860 15 6.68 45.7 50 0.9
Low 21 0.054t00.095 a0 0.07 45.2 20 85 A+toA  BandS 8.861 to 15.000 0.6 11.00 52.7 67 0.4
22 0.096to00.169 143 013 454 34 a8 A-  Band6 15.001 to 50.000 05 2499 54.1 100 0.5
Satisfactory 31 0.170 to 0.285 9.3 0.22 1.7 az 39 BBB+ Band 7 50.001 to 100.000 0.3 39.27 373 1 0.1
32 0.286 to 0.483 6.1 037 45.1 56 3.4 BBB 13.9 9_1;| A9.0 A5 6.2
33 0.484100.740 a2 0.63 46.7 74 31 BBE- o on-SME
Fair 41 07410 1.022 19 0.87 48.3 100 18 BB+  Band1 0.000 to 0.483 270 019 257 1 20
432 102301407 23 1.20 313 65 15 BB pond2 0.484 to 1,022 63 on 13.3 30 19
43 1.408t01.927 0.9 1.65 45.8 133 12 BB pand3 rE e s o — = =
Moderate 51 1.928t02.620 0.3 225 543 167 05 BE-  Band4 4.915 to 2.860 0.9 7.24 60.6 100 0.9
5.2 2.621t0 3.573 0.3 3.05 41.8 167 0.5 B Band 5 £.861 to 15.000 05 1225 712 160 0.2
53  3.580t04.914 0.6 420 55.7 180 09 B Bandg 15.001 to 50,000 0.6 2820 63.4 150 0.9
Significant 61  4915t06.718 0.3 5.75 76.0 267 0.8 B-  Band7 50.001 to 100.000 0.7 95.81 66.5 L] 0.2
62 6719t 8.860 0.4 7.85 8.8 100 04 B- —z e ot o o
High 71 8.861to11.402 0.6 10.00 57.4 250 15 CCC+ 1ot revail -
7.2 11.403 to 15.000 0.3 13.00 512 233 o7 ccer g T e e o = T
Special Band 2 0.484 to 1.022 3.0 0.70 39.0 30 13.1
management 21 - - - - - CCC Band3 1.023 to 4.914 52.3 213 452 65 4.0
8.2  22.001 to 50.000 - - - - - COC-wCC pands 4.915 to 8.860 9.8 6.27 56.2 169 16.6
8 R - - - - - € Bands 2.861 to 15.000 19 1191 51.0 169 66
Default® 3/10 100.000 0.1 100.00 64.7 - - Default Band & 15.001 to 50.000 43 24.47 60.7 304 14.9
At 31 December 2014 130.4 036 42.0 30 38.7 Band 7 50.001 to 100.000 8.7 97.05 57.3 3 24
— — _—
419.4 299 337 13 106.1
—
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Section 3 — Capital adequacy and risk-weighted assets Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 15a: Tabulate credit risk in the banking book showing average probability of default (PD)
and LGD as well as exposure at default (EAD), total RWAs and RWA density for Basel asset classes and major
portfolios within the Basel asset classes at a suitable level of granularity based on internal ratings grades

CREDIT QUALITY OF AIRB EXPOSURE - BUSINESS AND GOVERNMENT PORTFOLIOS (RISK RATING METHOD)

i millions}) Q44 Q314
Exposure Exposure Exposure Exposure Exposure Exposure Exposure Exposure
Motional of ~ weighted-  weighted-  weighted-  weighted- Motional ol weighted- weighted- weighted- weighted-
Moody's undrawn average average average average risk undrawn average average average average risk
Standard Investors EAD  commitments EAD % PD % LGD % weight % RWA EAD  commitments EAD % PD % LGD % weight % BWA
CIBC rating & Poor's Service
Corporate PD bands equivalent equivalent
Imvesiment grade
10 0.03%-0.03% AR Aaa rii:] 227 49 0.02 14 3 24 778 - - 0.03 18 4 34
21 0.03%-0.03% Ab+ Aal | 5,009 12 8D 0.04 ] 1 75 6,790 15 &0 0.04 g 2 130
24 0.04%-0.05% AA a2 | 1,235 926 T8 0.04 20 B8 96 1,034 750 &0 0.4 25 1 118
i 0.05%-0.06% Al Aad 1,617 1413 B0 0.05 33 16 266 1,370 a73 &0 0.05 T 16 225
3 0.07%-0.09% At Al 1,402 759 T 0.08 39 ) 310 1,520 e40 78 o0.08 4 24 363
4 0.099%-0.12% A A2 4,697 2679 T3 011 42 0 1286 4,303 2,430 T8 0.1 4+ 32 1405
ar 0.13%-0.16% A A3 7.933 5,510 v 014 43 36 2846 7,271 5.203 78 0.14 45 38 2740
41 0.17%-0.22% BEB+ Baal 11,667 6,884 75 018 a1 40 4624 11,860 7.305 77 018 40 30 4,654
44 0.23%-0.30% BBB Baa2 12,530 7813 T4 0.26 42 48 6,000 12,372 7.640 ] 0.28 H“ 490 8,030
47 0.31%-0.42% BBB- Baa3 9,863 5976 7 037 10 56 5,516 8783 5518 72 0.37 N 55 5434
56,752 3219 75 0.20 a 37 21,142 57,100 30,781 78 0.12 T 37 21,133
Mon-investment grade
51 0.43%-0.61% BB+ Ba1 10,726 5,630 56 0.50 33 50 52358 10,783 5,622 &7 0.50 a3 51 5505
54 0.62%-1.09% BB Ba? 5,850 5131 53 0.72 3z 56 5482 9,347 4,578 54 072 32 56 5218
&7 1.10%-1.92% BE- Ba3 8,039 4,165 56 1.46 29 B4 5122 7,737 3,500 56 1.48 28 81 4,700
1 1.83%-3.09% B+ B1 5,447 2,026 5 2.40 26 63 3406 4,840 1.763 52 240 25 81 3.004
64 4.00%-7.27T% B B2 2,994 835 55 559 30 81 2440 2818 T8E 55 5.58 28 az 231
L] 72B%-12.11% B- B3 623 230 48 9.10 30 116 T28 588 7 49 2810 n 18 GE1
37,685 18,047 54 1.58° ET0 60 22536 38,222 18,587 55 1.58 a0’ 50" 21,438
Watch list
70 12.12%-20.67% CCC+ Caal 308 141 55 15.53 30 143 438 332 ag &0 15.53 2 105 348
75 12.12%-20.67% CCC to CCC- Caa2 to Caal 5] 1 Lil 15.53 50 232 160 og g 61 15.53 48 217 214
B0 20.68%-90.09% CCioC Ca TG 15 58 30.08 45 235 179 110 18 58 30.08 45 235 258
453 57 55 1758 36 7z 778 E38 127 52 1848 31 152 820
Default
o0 100.00% D c 448 15 52 100.00 40 241 1079 454 19 46 100.00 4 248 1,128
448 15 52 100.00 40 241 1073 454 18 48 100.00 4 248 1,125
95338 50,388 [=:] 1.30 35 48 45536 84 418 47 404 ] 1.30 34 47 44 518
Soversign
Investment grade
oo 0.01%-0.015% AAA Aaa 14,863 187 80 0. 5 1 TE 18,486 200 20 o0.om 5 1 102
10 0.016%-0.025% AR Aaa 5,832 535 80 0.02 T 2 a7 6,151 o848 &0 0.02 a 2 107
21 0.016%-0.025% Ad= Aal 2,748 1,631 B0 0.02 10 2 47 2,545 1,606 &0 0.02 11 2 47
24 0.016%-0.025% AL Aa? 405 294 T3 0.02 20 4 15 500 283 78 0.02 25 4 22
7 0.026%-0.035% Ah Aald 1,626 1,445 T 0.03 Fal 6 ae 1,618 1.419 7B 0.03 21 i} a8
kbl 0.0:35%-0.05% At Al T56 555 bl 0.04 20 T 51 75T 522 78 0.04 23 T 54
4 0.06%-0.065% A A2 632 505 T 0.06 15 E:l 49 TR 663 78 0.08 20 a 63
av 0.066%-0.08% A A3 333 284 T8 010 18 15 59 363 275 T8 0.10 18 15 55
41 0.089%-0.16% BEB+ Baail 504 361 B0 0.16 23 19 a7 403 348 &0 0.168 23 19 az
44 0.16%-0.26% BBB Baa2 183 64 T 0.26 M 41 75 168 ar 75 0.28 40 42 T0
47 0.27%-0.42% BBB- Baad 54 7 74 037 46 58 31 75 32 T 0.37 28 3325
27996 6,288 T3 0.02 ] 2 697 31,8683 6,381 70 0.02 g 2 T35
Mon-investment grade
51 0.43%-0.61% BB+ Ba1 57 15 [=:] 0.50 48 64 36 58 14 65 0.50 47 a2 a5
54 0.62%-1.09% BB Ba? 461 160 prd 0.72 5 T ] 632 442 54 072 i a8 57
&7 1.10%-1.92% BE- Bal 16 5 50 1.46 24 62 10 16 8 44 1.48 16 M 5
1 1.83%-3.09% B+ B1 3 1 [=:] 2.40 16 41 1 ] 1 [2t] 240 14 v 2
64 4.00%-7.27% B B2 36 2 62 558 3z 95 a5 43 12 47 5.58 40 133 57
a7 72B%-12.11% B- B3 - - - - - - - 1 - - 2810 &1 250 2
573 183 27 1.04° 12 200 115 804 475 54 1.00° 11 20" 158
Watch list
70 12.12%-20.67% CCC+ Caal - - - - - - - - - - - - - -
75 12.12%-20.67% CCC to CCC- CaaZ to Caa? - - - - - - - - - - - - - -
B0 20.68%-00.09% CCioC Ca - - - - - - - - - - - - - -
Default
o0 100.00% D c - - - - -, - - - - - - - - -
28,571 6471 T8 0.04 3 E 32,667 8,856 v 0.05 8 3 BE3
For footnotes, see next page. 36

Source: CIBC Supplementary Regulatory Capital Disclosure Page 13



Section 3 — Capital adequacy and risk-weighted assets

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 15b: For non-retail banking book credit portfolios, internal ratings grades and PD bands
should be mapped against external credit ratings and the number of PD bands presented should match the

number of notch-specific ratings used by credit rating agencies

EAD net for Advanced IRBA credit exposures by PD grade with corporates (excluding derivatives and SFTs)

in €m.

(unless

stated

otherwise) Dec 31, 2014 Dec 31, 2013
Internal Average Average Average EL/EAD Average Average Average EL/EAD
rating EAD net PDin%' LGDIn% RWA RW in % in% EAD net PDin % LGD in % RWA RW in % in %
iAAA 4,893 0.03 21.82 325 6.64 0.01 3,084 0.03 24.81 196 6.35 0.01
iAA+ 5,700 0.03 20.58 326 5.72 0.01 5,448 0.03 19.67 286 5.25 0.01
iAA 11,377 0.03 16.32 534 4.69 0.00 7,555 0.03 18.29 420 5.56 0.01
iAA— 12,583 0.04 33.75 1,405 11.17 0.01 11,213 0.04 31.29 922 8.22 0.01
iA+ 13,744 0.05 29.51 1,849 13.45 0.01 11,167 0.05 28.56 1,293 11.58 0.01
iA 20,367 0.07 31.06 3,363 16.51 0.02 14,927 0.07 31.28 2,349 156.73 0.02
iA— 20,146 0.09 35.14 4,756 23.61 0.03 17,690 0.09 35.62 3,705 20.95 0.03
iBBB+ 19,495 0.14 34.90 5,734 29.41 0.05 18,121 0.14 31.90 4,512 24.90 0.04
iBBB 21,891 0.23 30.95 7,238 33.06 0.07 18,145 0.23 32.54 5,984 32.98 0.07
iBBB— 20,057 0.39 31.70 8,730 43.53 0.12 16,884 0.39 31.05 6,885 40.78 0.11
iBB+ 13,892 0.64 29.84 6,752 48.60 0.18 9,958 0.64 32.21 5,436 54.60 0.20
iBB 13,993 1.08 26.46 7,647 54.65 0.27 11,819 1.07 28.10 6,835 57.83 0.30
iBB— 13,013 1.77 25.07 7,838 60.23 0.41 9,062 1.76 24.59 5,625 62.07 0.43
iB+ 8,157 2.92 19.93 4,942 60.59 0.56 6,452 2.92 19.94 3,969 61.51 0.84
iB 8,096 4.80 20.92 6,215 76.76 1.00 5,167 4.79 21.45 3,948 76.42 1.02
iB— 4,339 7.93 17.21 3,210 73.99 1.35 3,935 7.94 15.90 2,664 67.71 1.26
iCCC+ 1,382 12.99 20.65 1,420 102.72 2.69 1,140 13.00 14.58 809 70.94 1.89
iCCC 643 21.56 16.75 655 101.80 3.81 738 21.95 23.77 1,035 140.38 5.19
iCCC— 535 31.00 14.78 458 85.59 4.59 802 31.00 12.15 569 70.92 3.77
Total

excluding

default 214,302 0.99 28.65 73,397 34.25 0.21 173,309 1.06 28.87 57,442 33.14 0.23
Default 7,531 100.00 26.72 1,963 26.07 N/M 9,975 100.00 25.77 2,405 24.1 N/M
Total

including

default 221,832 4.36 28.58 75,360 33.97 0.21 183,284 6.44 28.70 59,847 32.65 0.23

N/M — Not meaningful
' Higher average PD in % than defined for the internal rating scales iAAA and iAA+ results for Institutions and Corporates exposure subject to a PD floor of 3 basis

points.

Source: Deutsche Bank Financial Report 2014, pg 140
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Section 3 — Capital adequacy and risk-weighted assets

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 15b: For non-retail banking book credit portfolios, internal ratings grades and PD bands
should be mapped against external credit ratings and the number of PD bands presented should match the

number of notch-specific ratings used by credit rating agencies

Under the IRB approach, RBS utilises a master grading scale

comprising 27 grades to express the default risk of its exposures.

These grades are mapped to ten AQ bands for both internal and
external reporting purposes. The relationship between the AQ
bands and PDs is detailed in the following table.

Tables 23 to 29 analyse the asset quality of non-counterparty
credit risk exposures using the IRB approach. For these
exposures, the asset quality is disclosed according to RBS'’s
internal AQ bands, as defined in Table 22. Table 32 shows the
asset quality of non-counterparty credit risk exposures under the
STD approach. For these exposures, asset quality is disclosed
according to CQS, as defined in Table 31.

Source: RBS 2014 Pillar 3 Report, pgs 42-43

Master grading scale

o Nk W N =

NI NN NN NN NN A a2 a2 g A o a (W
N oA ON 2+ OO 0N A WN—=SOC

AQ band

AQ1

AQ2

AQ3

AQ4

AQS5

AQB6

AQ7

AQs8

AQS

AQ10

PD range

Low

0%
0.006%
0.012%
0.017%
0.024%
0.034%
0.048%
0.067%
0.095%
0.135%
0.190%
0.269%
0.381%
0.538%
0.761%
1.076%
1.522%
2.153%
3.044%
4.305%
6.089%
8.611%
12.177%
17.222%
24.355%
34.443%
100%

High
0.006%
0.012%
0.017%
0.024%
0.034%
0.048%
0.067%
0.095%
0.135%
0.190%
0.269%
0.381%
0.538%
0.761%
1.076%
1.522%
2.153%
3.044%
4.305%
6.089%
8.611%

12.177%

17.222%

24.355%

34.443%

100%
100%

S&P ratings
AAA
AA+
AA+

AA

AA

AA-

CCC+
CCC+
CCC
CCC-to C
D
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Section 3 — Capital adequacy and risk-weighted assets

Recommendation 16: RWA flow statement for each risk type (1 of 2)

Credit risk RWAs are calculated using three approaches,
as permitted by the PRA. For consolidated Group
reporting, we have adopted the advanced internal
ratings-based ('IRB’) approach for the majority of our
business, with a small propertion being on the
foundation IRB approach and the remaining portfolios
on the standardised approach.

Standardised approach

For portfolios treated under the standardised approach,
credit risk RWAs increased by US527.4bn, which
reflected a reduction of US513.6bn due to foreign
exchange movements.

Corporate growth in Asia, Europe, North America and
Latin America, including term and trade-related lending,
increased RWAs by US525.0bn, of which growth in our
associate, BoCom, accounted for US$6.4bn,

The move to a CRD IV basis increased RWAs on 1 January
2014 by US57.1bn. This movement mainly comprised
material holdings and deferred tax asset amounts in
aggregate below the capital threshold risk-weighted at
250% USS$28.3bn, partially offset by the reclassification of
non-credit obligation assets to the IRB approach for
reporting purposes US516.3bn and the netting of
collective impairments against exposure at default under
the standardised approach US53.5bn.

During the year, several individually immaterial
portfolios moved from the IRB approach to the
standardised approach, increasing standardised RWAs by
US56.0bn and reducing IRB RWAs by USS4.8bn.

The disposal of our operations in Jordan, Pakistan,
Colombia and Kazakhstan reduced RWAs by US51.0bn.

In Asia, movement in the fair value of our material
haldings, mainly in Industrial Bank, resulted in an
increase in RWAs of USS5.9bn. This was partially offset
by the reclassification of Vietnam Technological and
Commercial Joint Stock Bank from an associate to an
investment, which reduced RWAs by USS1.1bn.

Internal ratings-based approach

Credit risk RWA maovernents by key driver for pertfolios
treated under the IRB approach are set out in the tables
on page 242 and 243, For basis of preparation on Credit
risk, Counterparty credit risk and Market risk RWA flow,
see Annual Reports and Accounts Appendix to Capital on
page 257. For portfolios treated under the IRB approach,
credit risk RWAs increased by US563.6bn which reflected
a reduction of US$20.1bn due to foreign exchange
movements driven by the strengthening of the US dollar
against other currencies.

Acquisitions and disposals

In GB&M, the sale of ABSs in North America reduced
RWASs by US54.2bn. Additionally, GB&M continued to
manage down the securitisation positions held through
the sale of certain structured investment conduit
paositions, lowering RWAs by UIS$3.0bn in Europe.

The disposal of our businesses in Kazakhstan, Colombia,
Pakistan and Jordan resulted in a reduction in RWAs of

Us51.2bn in Europe, Latin America, the Middle East and
North Africa.

Book size

Book size movement reflected higher corporate lending,
including term and trade-related lending, increasing
RWAS by U5540,3bn in Asia, Europe and North America
for CMB and GBE&M., Sovereign book growth in GB&M
increased RWAs by US53.3bn, mainly in Asia, Latin
America, the Middle East and North Africa.

In North America, in RBWM, continued run-off of the
LS CML retall mortgage portfolios resulted in a RWA
reduction of US$6.9bn.

Book quality

RWAs reduced by US58.5bn in the US run-off pertfolio,
primarily due to continued run-off which resulted in an
improvement in the book quality of the residual
portfolio.

Book quality improvements in the Principal REWM
business of US55.9bn related to model recalibrations
reflecting improving property prices in the US and
favourable changes in portfolio mix reducing RWAs
in Europe.

A ratings upgrade for securitisation portfolio resulted in
a decrease in RWAs of U553.2bn.

This was partially offset by adverse movements in
average customer credit quality in corporate, sovereign
and institutional portfolios in Europe, North America,
Middle East, North Africa, Asia and Latin America
increased RWAs by USS7.6bn.

Model updates

In Europe, a loss given default ('LGDY) floor applied to UK
corporate portfolios resulted in an increase in RWAs of
U5519.0bn in CMB and GB&M.

This was partially offset by model updates in North
America, primarily the implementation of new risk
models for the US mortgage run-off portfalio, resulting
in a decrease in RWAs of US56.2bn.

Methodology and policy changes

Methodology and policy updates increased RWAs by
US552.2bn.

CRD IV impoct

The rise related to the implementation of CRD IV rules at
1 January 2014, which increased RWAs by USS48.2bn.
The main CRD IV movernents arose from securitisation
positions that were previously deducted from capital and
are now included as a part of credit risk RWAs and risk-
weighted at 1250%, resulting in 2 US$40.2bn increase in
GB&M, primarily Europe, CRD IV also introduced an
asset valuation correlation multiplier for financial
counterparties, producing a US$9.2bn increase in

RWAs primarily in GB&M in Asia and Europe.

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Internal updates

A decrease in RWAs of US$9.2bn arose from the set-off of
negative AFS reserves against EAD for GB&M legacy credit
portfolios.

In Asia, internal methodology changes associated with
trade finance products accounted for a reduction in
RWAs of USS$4.9bn.

Additionally, the transfer of individually immaterial
portfolios moving to the standardised approach reduced
IRB RWAs by USS$4.8bn in Principal RBWM and CMB in
most regions and increased RWAs in the standardised
approach by US$6.0bn.

The reclassification of part of the mortgage portfolio led
to a decrease in RWAs of US54.5bn in North America, of
which US54.1bn was in the run-off portfolio.

External updates

Selected portfolios with a low default history, mainly in
Europe, Asia and North America, were subjected to
external updates with the introduction of LGD floors
applied to corporates and institutions, increasing RWAs
by US$9.8bn. A further RWA floor was introduced on
retail mortgages in Asia, resulting in an increase of
USS$1.7bn.

Non-credit obligation assets

The reclassification of non-credit obligation assets from
the standardised to the IRB approach for reporting
purposes increased RWAs under the latter approach

by US$16.3bn and reduced the STD RWAs by the same
amount.

RWA movement by geographical regions by key driver — credit risk — IRB only

(Unoudited)
North Latin
Europe Asia MENA America America Total
ussbn usSbn ussSbhn usShn us$bn usSbn

RWAs at 1 January 2014 on

Basel 2.5 basis 166.9 182.9 15.0 161.5 8.5 534.8
Foreign exchange movement (11.6) (a.0) (0.2) (2.9) (1.9) (20.1)
Acquisitions and disposals (3.5) - {0.7) (a.2) (0.1) (8.5)
Book size 114 195 18 29 2.0 376
Book quality (1.5) - (0.8) (10.3) 14 (11.2)
Model updates 19.4 0.3 - (6.1) = 13.6

New/updated models 19.4 || 0.3 || - [ (6.1)][ - ][ 136 |
Methodology and policy 35.0 14.4 0.5 0.6 1.7 52.2

Internal updates (11.7) (5.2) (0.2) (6.4) (0.1) (23.6)

External updates 22 8.5 (0.2) 0.7 0.1 13

CRD IV impact 37.0 5.7 0.4 4.9 0.2 48.2

NCOA moving from STD to IRB 7.5 5.4 0.5 14 1.5 16.3
Total RWA movement 49.2 30.2 0.6 (19.5) 31 63.6
RWASs at 31 December 2014 on

CRD IV basis 216.1 213.1 15.6 142.0 11.6 598.4
RWAs at 1 January 2013 on

Basel 2.5 basis 150.7 162.3 12.6 187.1 11.2 5239
Foreign exchange movement 33 (4.5) (0.5) (1.9) (1.0) (4.6)
Acquisitions and disposals (1.5) - - (8.6) (1.7) (11.8)
Book size 2.1 21.2 14 (10.6) 0.2 143
Book quality (1.5) 53 13 (10.8) (0.3) (6.0)
Model updates 11.6 - 0.1 (0.2) - 11.5

Portfolios moving onto IRB approach | 13.4 || - “ - ” - ” - ” 134 |

New/updated models (1.8) -~ 0.1 (0.2) — (1.9)
Methodology and policy 2.2 (1.4) 0.1 6.5 0.1 7.5

Internal updates (0.2) (7.8) 0.1 (0.6) 0.1 (8.4)

External updates 24 6.4 - 7.1 - 15.9
Total RWA movement 16.2 20.6 2.4 (25.6) (2.7) 10.9
RWAs at 31 December 2013 on

Basel 2.5 basis 166.9 182.9 15.0 161.5 8.5 534.8

For footnote, see page 256.

HSBC provides an RWA flow statement by region for IRB credit risk and commentary on key drivers for each of the main categories of RWA movement

Source: HSBC 2014 Annual Report, pages 241-242
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Section 3 — Capital adequacy and risk-weighted assets

Recommendation 16: RWA flow statement for each risk type (2 of 2)

RWA movement by global businesses by key driver — credit risk — IRB only

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Market risk RWAs

{Unaudited) (Unaudited)
Principal  RBWM Total DR ©oc! 25 best
RBWM  (US run-off) REWM CMB GB&M GPB Other Total USsho USSbn
ussbn Us$bn Us$bn ussbn Ussbn Us$bn ussbn Us$bn Internal model based
RWAs at 1 January 2014 on VaR 73 4.9
Basel 2.5 basis 58.4 72.6 131.0 189.5 198.5 10.6 5.2 534.8 Stressed VaR 10.4 5.4
Foreign exchange movement (2.6) - (2.6) (8.7) (8.1) (0.2) (0.5) (20.1) Incremental risk charge 201 231
Acquisitions and disposals - - - - (8.2) - (0.3) (8.5) Comprehensive risk measure - 16
Book size 18 (6.9) {5.1) 232 211 {05) {L1) 376 Other VaR and stresced VaR o 122
Book quality (5.7) (8.6) (14.3) 28 (0.2) (0.3) 0.8 (11.2) Internal model based 446 532
Model updates 0.6 (6.2) (5.6) 122 7.0 - - 13.6 dardised approach 11.4 112
New/updated models [ 06 | (6.2) ] (5.6) || 12.2 || 7.0 | = = 13.6 | At 31 December o Ea'n
Methodology and policy 3.4 (3.6) (0.2) (1.6) 45.5 0.6 7.9 52.2 - -
Internal updates (3.0)| (3.9) (6.9) | (5.0) | (11.2) (0.5)] - (23.8) RWA movement by key driver — market risk -
External updates 18 - 18 25 6.3 0.5 0.2 113 internal model based
CRD IV impact - - - [0.7) 48.6 0.2 0.1 482 (Dneudied S
NCOA moving from 5TD to IRB 46 | 0.3 4.9 | 16 | 18 0.4 | 7.6 | 16.3 CRD IV basis  Basel 2.5 basis
Total RWA movement 25 253 278 279 57.1 0.4] 6.8 63.6 2014 2013
RWAs at 31 De ber 2014 e : I : : o4 ussbn usstn
s at cember 2014 on
CRD IV basis 55.9 473 103.2 217.4 255.6 10.2 12.0 598.4 Rys at 1 January E22 435
Acquisitions and disposals {2.2) -
Movement in risk levels 14.2) (14.5)
Model updates - 17.6
Counterparty credit risk and market risk RWA movement by key driver — counterparty credit risk — Mﬂ::‘:ﬂ";ﬁ"p::is""“’ g':; :':
RWAs advanced approach External updates ‘ 26 ‘ -
(Unaudited) (Unoudited)
o CRD IV basis  Basel 2.5 basis Total RWA movement (7.6) 7.7
Counterparty credit risk RWAs 2014 2013 FHWAS at 31 December 446 522
{Unaudited) ussbn UsSbn
CRD IV basis  Basel 2.5 basis o
2014 2013 RWAs at 1 January 422 45.7 Counterparty credit risk RWAs
Ussbn Ussbn Book size 16 (0.9) Counterparty credit risk RWAs increased by US$45.0bn,
Advanced approach 65.5 42.2 Book quality (0.6) 2.7) in 2014, The RWA increase of US521.7bn
CCR IRB approach ‘ 62.0 ‘ 422 ‘ Model updates : 0.1 - for the standardised approach mainly relates to the
CVA 3.5 - Methodology and policy 22.2 0.1 implementation of CRD IV on 1 January 2014, which
Standardised approach 52 35 internal updates - b 01 introduced CVA and CCP RWAs.
CCR standardised approach 4.4 35 * erna_ regulatary updates .
oA 180 _ CRD IV impact 17.0 — Advanced appmnch
ccp 28 _ Total RWA mavement 233 (3.5) Book size
RWASs at 31 December 50.7 45.7 RWAs at 31 December §5:5 42.2 The increase in book size was mainly driven by business

Source: HSBC 2014 Annual Report, pages 262-267

movements and the impact of the strengthening of the
US dollar against other currencies on the mark to market
of derivatives contracts.

Model updates

In Europe, an LGD floor applied to UK corparate
portfolios resulted in an increase in RWAs of US52.2bn.
This was offset by a decrease in RWAs of US52.0bn due
to model updates to the Internal Model Methad (‘IMM’)
used for selected portfolios in London.

Methodology and policy changes

The CVA and AVC multiplier for financial counterparties
introduced by the implementation of CRD IV increased
RWis by USS6.8bn and US$10.2bn, respectively, on

1 lanuary 2014,

Within external regulatory and policy updates, selected
portfolios were subject to PRA LGD floors, which increased
RWAs by US$7.5bn, mainly in Europe and Asia.
Additionally, guidance received in the fourth quarter

of 2014 led to the application of a ‘potential future

exposure’ charge on sold options, contributing to a
USS1.5bn increase in RWAs.

Decreases in RWAs from internal methodology updates
were mainly driven by additional CVA exemptions
following internal due diligence and review alongside a
more efficient allocation of collateral in Europe, which
decreased RWAs by USS$3.8bn.

Market risk RWAs
Total market risk RWAs decreased by US57.4bn in 2014,

Standardised approach

The market risk RWA movements for portfalios not
within the scope of modelled approaches resulted

in an increase of US$0.2bn, The increase in RWAs of
US52.6bn related to CRD IV treatment of trading book
securitisation positions that were previously deducted
from capital. This was offset by reductions in RWAs of
US52.5bn for interest rate position risk, primarily in Latin
America due to the introduction of the scenario matrix
method for options and a general reduction in positions
in Latin America and the US.

Internal model based

Acquisitions and disposals

The sale of our correlation trading portfolio, reduced
comprehensive risk measure RWAs by US$2.0bn.
The disposal of our business in Kazakhstan resulted
in a reduction of USS0.2bn in RWAs.

Movement in risk levels

Movement in risk levels reflected a decrease mainly in
VaR and Stressed VaR as a result of reduced FX and
Equity trading positions.

Methodology and policy changes

The increase in RWAs from external updates related
mainly to the introduction, for collateralised
transactions, of the basis between the currency of

trade and the currency of collateral into the VaR
calculation and the removal of the diversification benefit
from Risks not in VaR (‘BNIV’) calculations, driving an
increase of USS6.7bn.

This was partially offset by decreases in RWAs of
US54.3bn from Internal updates, mainly due to
refinements in the RNIV calculation for the Equities
and Rates desks.

Further decreases in RWAs following regulatory approval
for a change in the basis of consolidation for modelled
market risk charges delivered a reduction in RWAs of
Uss4.1bn.

Operational risk RWAs

The reduction in operational risk RWAs of US51.4bn was
due to the full amortisation of operational risk RWAs for
the US CRS portfolio disposed of in May 2012, combined
with a lower three-year average operating income.
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Section 3 — Capital adequacy and risk-weighted assets Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 16: RWA flow statement for each risk type

Citigroup Risk-Weighted Assets Rollforward (Basel Il Advanced Approaches with Full Implementation)

Three Months Ended Twelve Months Ended

In millions of dollars December 31,2014 December 31,2014
Total Risk-Weighted Assets, beginning of period $1,301,958 $1,185,766
Changes in Credit Risk-Weighted Assets

Net change in retail exposures @ 5,222 (29,820)
Net change in wholesale exposures © (9,316) 31,698
Net change in repo-style transactions (444) 4,483
Net change in securitization exposures (166) 2,470
Net decrease in equity exposures (770) (1,681)
Net change in over-the-counter (OTC) derivatives ) (10,158) 9,148
Net increase in derivatives CVA 1,834 4,544
Net change in other © (6,170) 12,638
Net change in supervisory 6% multiplier © (1,308) 4,305
Net change in Credit Risk-Weighted Assets $ (21,276) $ 37,785
Changes in Market Risk-Weighted Assets

Net change in risk levels (7 $ 650 $ (17,803)
Net change due to model and methodology updates (954) 6,130
Net decrease in Market Risk-Weighted Assets $ (304) $ (11,673)
Net increase in Operational Risk-Weighted Assets @ $ 12,500 $ 81,000
Total Risk-Weighted Assets, end of period $1,292. 878 $1,292,878

(1) Calculated based on the Final Basel lll Rules.

(2) Retail exposures decreased from year-end 2013, driven by reduction in loans and commitments, the sales of consumer businesses in Spain and Greece and the impact of FX translation, offset by enhancements to
credit risk models.

(3) Wholesale exposures decreased from September 30, 2014, driven by model parameter updates and reductions in loan and commitments. The increase from year-end 2013 was driven by enhancements to credit
risk models.

(4) OTC derivatives decreased from September 30, 2014, driven by model parameter updates. The increase from year-end 2013 was largely due to enhancements to credit risk models, partially offset by madel

parameter updates.

Other includes cleared transactions, unsettled transactions, assets other than those reportable in specific exposure categories and non-material portfolios of exposures.

Supervisory 6% multiplier does not apply to derivatives CVA.

Market risk-weighted assets risk levels decreased from year-end 2013 driven by movement in securitization positions from frading book to banking book, as well as reductions in inventory positions.

During the first quarter of 2014, Citi increased operational risk-weighted assets by approximately $56 billion in conjunction with the granting of permission by the Federal Reserve Board to exit the parallel run period

and commence applying the Basel lll Advanced Approaches framework, effective with the second quarter of 2014. Citi's operational risk-weighted assets were further increased by $12.5 billion during each of the third

and fourth quarters of 2014, reflecting an evaluation of ongoing events in the banking industry.

Citigroup provides RWA flow statements by risk type under both the Basel Ill Advanced Transitional and Fully Loaded Approaches with footnotes
describing specific change. Users find it particularly helpful that Citi provides quarterly changes in RWAs in addition to annual changes

41
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Section 3 — Capital adequacy and risk-weighted assets

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 17: Put Basel Pillar 3 back-testing requirements into context, including assessment of
model performance and validation against default and loss

Disclosures of model outcomes
The table next, shows the PD, LGD, READ, RWA and RWA density per exposure class. This should be read in conjunction with the table
in the following paragraph ‘changes in risk parameters since last reporting date’.

Model approaches per exposure class for the AIRB portfolio Average estimated PD under the Advanced AIRB approach versus the actual default rate per exposure class

Residential Residential
Sovereigns Institutions Corporate maortgages  Other retail Total Total Sovereigns ituti Corf mortgages  Other retail Total
2014 2013 2014

Average PD 0.08% 0.87% 5.40% 2.89% 8.38% 3.26% 3.62% Average PD 2013* 0.09% 0.30% 2.25% 1.19% 3.13% 1.32%
Average LGD 30.40% 27.77% 25.71% 18.82% 45.49% 25.17% 26.59% Observed Default Rate 2014 0.00% 0.00% 1.72% 1.35% 3.07% 1.17%
READ 100,763 111,288 226,843 275,492 39,738 754,125 706,520
RWA 6,166 31,015 101,738 49,233 16,839 204,990 194,131 Includes the AIRE portfalio anly, excludes secuntisations, equities and ONCOA.
RWA density (RWA/READ) 6.12% 27.87% 44.85% 17.87% 42.38% 27.18% 27.48%  ° Average PD 2013 includes performing loans only.

Includes the AIRE portfalio only and non-perfarming loans; excludes securitisations, equities and ONCOA.
The relatively low RWa density for Sovereigns and central banks is because of sovereign entities, which are rated between 1-4 and
whose exposures receive a regulatory risk weight of 0%.

Changes in risk par s since last reporting date
The table below shows the changes in risk parameters since last reporting date in percentages, This should be read in conjunction with
the table in the paragraph ‘Disclosure of model outcomes’, above.

Changes in AIRB risk parameters 2014 compared to 2013 in %

Residential

Sovereigns Institutions Corporate mortgages  Other retail Total Total

2014 2013

Average PD =33% =20% =21% 9% 3% =10% 10%
Average LGD -31% -1% 2% -1% -4% -5% 22%
READ 14% 13% 10% -1% 13% 7% -6%
RWA -9% 65% 1% -4% 1% 6% 12%
RWA density -20% 46% -8% -3% -10% -1% 19%

Includes the AIRE portfalio only; excludes securitisations, equities and ONCOA.

Over the course of 2014, average PD and average LGD decreased with 10% and 5% respectively.

The PD decrease observed in the Sovereigns, Institutions and Corporates exposure classes and was mainly caused by the redevelopment
of the Masterscale. Furthermore, a refinement was made to the classification of German government guaranteed entities to better
reflect their risk weight, which caused a shift of several entities from Institutions to Sovereigns. This improved the average Sovereign
PD. Additionally, the sale and write-offs of large defaulted real estate clients resulted in an average PD decrease for Corporates, The

PD increase in Residential Mortgages is explained by a shift of forborne assets from performing to non-performing and the 1-year
probation period put in place as a result of the implementation of the updated forbearance policy in 2014,

The average LGD decrease was driven by Sovereigns and was the result of a redevelopment of the Sovereign LGD model. The impact of
the introduction of CRR/CRD IV was mainly seen in the RWA increase for exposure class Institutions,

The CRR/CRD IV implementation impacted READ and RWA density. This is visible in Institutions, where an opposite movement is seen
for RWA density, compared with PD and LGD. The addition of a factor in the risk weight calculation for qualified CCPs for Default Fund
Contribution increased RWA density significantly.

Disclosure of estimated and actual loss parameters

ING has dedicated AIRB credit risk models per business unit, segment and country. An independent Model Validation department
pericdically reviews all AIRE models for compliance including back testing when possible. If a model is considered not to be robust or
the back-testing indicates insufficient performance, than the model is either re-calibrated or re-developed. All model recommendations
from Model Validation department are tracked via iRisk, the same internal database that management uses to track issues detected

by the Internal Audit department, incidents and non-financial risk issues. All significant model changes are submitted to the Home
Regulator (DNB) and implemented after regulatory approval. On average, 91% of the AIRB credit risk models in the validation cycle
have had "No to Remote’ (51%) and "Minor’ (40%) model deficiencies.

The table below provides a back-testing of the PD models per exposure class. In order to better quantify the back-testing, ING has
analysed the 31 December 2014 portfolio. The average PD of 31 December 2013 per portfolio is split per exposure class. The 31
Decemnber 2013 portfolio is followed through 2014 to determine the observed default rate. The models are based on long series of
historical data. In the back-test the model based PD values are compared against the defaults observed in 2014. This back-test is only
representative of the year end 2013 portfolio and can be influenced by small sample sizes or incidents. Nonetheless, the back-test gives
a comparison of the predicted PD versus the observed default rate. In the table, the default rate is based on the weighted average
READ of the defaulted portfolio whereas the models are developed on an obligor basis.

Source: ING 2014 Annual Report, pgs 379-380

The table below gives insight in the Expected Loss rate and the Observed Loss rate per exposure class. The expected loss as of 31
Decemnber 2013 for the performing portfolio is split per exposure class. The 31 December 2013 portfolio is followed through 2014 to
determine the defaulted exposures. The models are based on long series of historical data. In the comparison, the expected loss rate is
calculated by dividing the expected loss of the performing portfolio as of 31 December 2013 by the READ of the performing portfolio
of the same period. The Observed Loss rate is a result of multiplying the observed defaulted exposures by its LGD. This back-test is only
representative of the year end 2013 portfolio and can be influenced by small sample sizes or incidents. Nonetheless, the back-test gives

a comparison of the Expected Loss rate PD versus the observed Loss rate,

Expected loss rate under the Advanced IRB approach versus the observed loss rate per exposure class

Residential
vereigr ituti C mortgages  Other retail Total
2014
Expected loss rate 2013* 0.0248% 0.0680% 0.5651% 0.2267% 1.2681% 0.3247%
Observed Loss Rate 2014 0.0000% 0.0011% 0.4650% 0.2622% 1.1537% 0.2922%

Includes the AIRE portfalio only, excludes securitisations, equities and ONCOA.

*  Expected loss rate 2013 includes performing loans only.

Both of the back-tests show that the expectations are quite in line with the observed default rate and the observed loss rate. For the
Residential mortgages portfolio, the default rates and the loss rates exceed the predicted values as a result of shift of forborne assets
from performing to non-performing, and the 1-year probation period put in place as a result of the implementation of the updated
forbearance policy in 2014.

42



Section 3 — Capital adequacy and risk-weighted assets

Recommendation 17: Put Basel Pillar 3 back-testing requirements into context, including assessment of
model performance and validation against default and loss

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Credit risks measurement
of retail clients

PROBABILITY OF DEFAULT MODELS

The modelling of the probability of default of retail client counterparties
is carried out specifically by each of the Group's business line recording
its assets using the IRBA method. The models incorporate data on
the payment bshaviour of counterparties. They are segmented by
type of client and distinguish between retail clients, professional
clients, very small businesses and real estate investment companies
(SCI, Sociétés Civiles Immobiliéres).

The counterparties of each segment are classified automatically
using statistical models in homogenous risk pools, each of which is
assigned probabilities of default.

Once counterparties are classified in statistically distinct homogenous
nsk pools, the probability of default parameters are estimated by
observing the average long-term default rates for each product.
These estimates are adjusted by a safety margin to estimate as best
as possible a complete default cycle using a Through the Cycle (TTC)

LGD MODELS

The models for estimating the loss given default (LGD) of retail clients
are specifically applied to portfolio of business lines, LGD values are
estimated by product, according o the existence or not of collateral,
Consistent with operational recovery processes, estimate methods
are generally basaed on a two-step modelling process that initially
estimates the proportion of defaulted loans in loan termination,
followed by the loss incurred in case of loan termination.

The expected losses are estimated with internal historical recovery

data for exposures that have defaulted over a long penod. These
estimates are adjusted with safety margins.

CCF MODEL

For its off-balance sheet exposures, Societe Generale applies its
estimates for revolving loans and overdrafts on current account held
by retail and professional clients,

BACKTESTS

The performance level of the whole retail client credit system is
rmeasured by regular backtests, which check the performance of PD,
LGD and CCF models and compare estimated with actual figures.

Each vyear, the average lng-term default rates observed by
homogenous risk pools over a kbong period are compared with the
probabilities of default. If necessary, the calibrations of probabilities
of default are adjusted to preserve a satisfactory safety margin.
The discrimination level of the models and changes in the portfolio’s
composition are also measured.

Fegarding the LGD, the backtest consists in companng the last
astimation of the LGD obtained by computing the average level of
payments obsarved and the value used to calculate regulatory capital.
The difference should in this case reflect a sufficient safety margin
to take into account a potential economic slowdown, uncertainties
about estimation and changes in the performance of recovery

processas. The appropriateness of this safety margin is assessed by
a Committes of experts,

Likewise for the CCF, the level of conservatism of estimates is
assessed annually by comparing estimated drawdowns and observed
drawdowns on the undrawn part.

The results presented below cover all the portclios of the Group
entities with the exception of private banking, the models for which
are currently being revised as well as the GEFA retail clients exposure.
These figures principally aggregate French, Czech and Ralian
exposures, For all the Bassl portfolios of retail clients, the actual
default rate over a long period is lower than the estimated probatsility
of default, which means that the rating system is conservalively
adjusted,

TABLE 20: COMPARISON OF ESTIMATED PD VALUES AND ACTUAL VALUES - RETAIL CLIENTS

approach. 31 DEC. 2014
Estimated
EAD RWA probability Actual default rate
TABLE 19: RETAIL CLIENTS - MODELS AND PRINCIPAL CHARACTERISTICS OF MODELS Basel Portfolio (In EUR M) (In EUR M) of default (%)  (long-term average) (%)
FReal-astate Loans 76,595 10,664 1.3% 1.1%
Modelled Portfolio/Category o o dels Model and methodology of which guaranteed exposurss 52,782 3.808 0.8% 0.8%
parameter of Basel assets Number of years Renawakle exposures 4,852 2135 6.2% 5.4%
RETAIL CLIENTS Other retail credits 21,726 6,712 3.9% 3.2%
12 models according to the entity, the type del / / WSB and professionals 11,160 3,943 5.3% 5.2%
of guarantee (security, mortgage), the type of YPe mo ¢l 3 score.
Residential real estate $ 2 2 . . .
party /VSB, Defaults observed over a period from 5 to 8 years. Total Group Retail Clients 114,333 23,454 2.4% 2.1%
Real estate investment company (SC/)
> 20 models according to the entity, the 3 type model score
Other retail credits nature and the object of the loan: personal
loan, consumer loan, automobile, ... Defaults observed over a period from 5 to 8 years. TABLE 21: COMPARISON OF ESTIMATED LGD VALUES AND ACTUAL VALUES - RETAIL CLIENTS
of default (PD) 13 models according to the entity. the nature model score
Renewable exposures  of the loan: overdraft on current account, o - 31 DEC. 2014
revolving credit or consumer loan Defaults observed over a period from 5 to 8 years EAD RWA Estimated LGD Actual LGD excluding
Basel Portfoli n EUR M In EUR safety margin
11 models according to the entity, the nature asel Po o a ) ( M) (%) ety gin (%)
Profssalonals and of the loan: medium and long-t Ype model (reg o8 Real-astate Loans 76,585 10,664 14% 1%
very small businesses  C"C1S: short-term credit, automoble, the segmentation), behavioral score
type of counterparty (individual or Real Defaults obsarved over a period from 5 to 8 years of which guarariteed expasures 52,792 3.908 1% 0%
estate investment compeny (SC/) Renewabla exposures 4,852 2,135 44% 39%
12 models according to the entity, the type o "‘06:" °; e flows 55'5” on the Othier retall credits 21,726 6,712 25% 22%
(s i current flows. Model adjusted by expert opinions i 5
Residential real estate  Of 9uarantes (security. mortgage) the type ot . ’ VSE and professionals 11,160 3,943 20% 25%
Py s /VSB, Losses and recoverable flows observed over
Real estate investment company (SC/) a period of more than 10 years, Total Group Retail Clients 114,333 23,454 18% 16%
model of flows based on the
> 20 models according 1o the entity, the current flows. Model adjusted by expert opinions If necessary .
Other retail credits nature and the object of the loan: personal
loan, consumer loan, automobile, Lasss:d an;i rocovornblooﬂows observed over
a period of more than 10 years.
Loss given L 4 . . . . .
dofaut (LGD) modsl of flows based on the Societe Generale includes a similar set of tables for its Wholesale
13 models according to the entity. the nature current flows, Model adjusted by expert opinions If necessary.
Renewable exposures  of the loan: overdraft on current account, t I
revolving credit or consumer loan Losses and recoverable flows observed over pOf 0l10S
a period of more than 10 years.
1'1 moldols lcc:drdinq t:dtf:o entity, the nature model of flows based on the
el of the loan: medium and long-term investment current flows. Model adjusted by expert opinions if necessary.
Crof smal?::si::zsea credits, short-term credit, automobile, the
ey type of counterparty (individual or Real Lossgs and recoverable flows observed over
estate investment company (SC)) a period of more than 10 years.
Credit Conversion
10 by entities for Q Models calibrated by segments over a period of
[Fég:]r Renewable exposures preducts and personal overdrafts observation of defaults from 5 to 8 years.
rEExf;c ted Loss g:s::"g:;::g’ PD and LGD derived from losses obsarvations Model being restructured into a PD/LGD based approach

Source: Societe Generale 2014 Annual Report, pages 206-208, 248
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Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 18a: Describe how the bank manages its potential liquidity needs

Liquidity Risk Management

We manage liquidity risk according to the following
principles:

Global Core Liquid Assets, We maintain substantial
liquidity (GCLA, previously GCE) to meet a broad range of
potential cash outflows and collateral needs in a stressed
environment.

Asset-Liability Management. We assess anticipated
holding periods for our assets and their expected liquidity in
a stressed environment. We manage the maturities and
diversity of our funding across markets, products and
counterparties, and seck to maintain liabilities of
appropriate tenor relative to our asset base,

Contingency Funding Plan. We maintain a contingency
funding plan to provide a framework for analyzing and
responding to a liquidity crisis situation or periods of
market stress. This framework sets forth the plan of action
to fund normal business activity in emergency and stress
situations. These principles are discussed in more detail
below.

Global Core Liquid Assets

Our most important liquidity policy is to pre-fund our
estimated potential cash and collateral needs during a
liquidity crisis and hold this liquidity in the form of
unencumbered, highly liquid securities and cash. We believe
that the securities held in our GCLA would be readily
convertible to cash in a matter of days, through liquidation,
by entering into repurchase agreements or from maturities
of resale agreements, and that this cash would allow us to
meet immediate obligations without needing to sell other
assets or depend on additional funding from credit-sensitive
markets.

The table below presents the fair value of the securities and
certain overnight cash deposits thar are included in our
GCLA.

Average for the
Year Ended December
$in mions 2014 2013
U.S. dollar-denominated $134223 $136,824
Non-U.S. dollar-denominated 45,410 45,826
Total $179,633  $182,650

The US. dollar-denominated GCLA is composed of
(i) unencumbered US. government and federal agency
obligations (including highly liquid U.S. federal agency
mortgage-backed obligations), all of which are eligible as
collateral in Federal Reserve open market operations and
(i1) cerrain overnight U.S. dollar cash deposits. The non-
U.S. dollar-denominated GCLA is composed of only
unencumbered German, French, Japanese and United
Kingdom government obligations and certain overnight
cash deposits in highly liquid currencies. We strictly limit
our GCLA ro this narrowly defined list of securities and
cash because they are highly liquid, even in a difficult
funding environment. We do not include other potential
sources of excess liquidity in our GCLA, such as less liquid
unencumbered securities or committed credit facilities.

The table below presents the fair value of our GCLA by
asset class.

Average for the
Year Ended December

$in evibions 2014 2013
Overnight cash deposits $ 57,177 $ 61,266
U.S. governmaent obligations 62,838 76,019
U.S. federal agency obligations,

including tughly liquid U.S.

federal agency mortgage-

backed obligations 16,722 2,551

German, French, Japanese

and United Kingdom

government 42,896 42,815
Total $179,633 $182,650

The table below presents the GCLA of Group Inc. and our
major broker-dealer and bank subsidiaries.

Average for the
Year Endad December

$in mullions 2004 2013

Group Inc $ 37699 § 29,752
Major broker-dealer subsidianes 89,549 93,103
Major bank subsid 52,385 59,795
Total $179,633  $182,650
Our GCLA reflects the following principles:

* The first days or weeks of a liquidity crisis are the most
critical to a company's survival;

* Focus must be maintained on all porential cash and
collateral outflows, not just disruptions to financing
flows. Our businesses are diverse, and our liquidity needs
are determined by many factors, including market
movements, collateral  requirements  and  client
commitments, all of which can change dramatically in a
difficult funding environment;

During a liquidity crisis, credit-sensitive  funding,
including unsecured debr and some types of secured
financing agreements, may be unavailable, and the terms
(e.g., interest rates, collateral provisions and tenor) or
lability of other types of secured financing may
nge; and

As a result of our policy to pre-fund liquidity that we
estimate may be needed in a crisis, we hold more
unencumbered securities and have larger debt balances
than our businesses would otherwise require. We beli
that our liquidity is stronger with greater balances of
highly liquid unencumbered securities, even though it
increases our total assets and our funding costs.

Source: Goldman Sachs 2014 Annual Report, pgs. 72-75

We believe that our GCLA provides us with a resilient
source of funds that would be available in advance of
potential cash and collateral outflows and gives us
significant flexibility in managing through a difficult
funding environment.

In order to determine the appropriate size of our GCLA, we
use an internal liquidity model, referred to as the Modeled
Liquidity Outflow, which captures and quantifies our
liquidity risks. We also consider other factors including, but
not limited ro, an assessment of our potential intraday
liquidity needs through an additional internal liquidity
model, referred to as the Intraday Liquidity Model, and a
qualitative assessment of the condition of the financial
markets and the firm.

We distribute our GCLA across entities, asset types, and
clearing agents to provide us with sufficient operating
liquidity to ensure timely settlement in all major markers,
even in a difficult funding environment.

We maintain our GCLA to enable us to meet current and
potential liquidity requirements of our parent company,
Group Inc., and its subsidiaries. Our Modeled Liquidity
Outflow and Intraday Liquidity Model incorporate a
consolidated requirement for Group Inc. as well as a
standalone requirement for each of our major broker-dealer
and bank subsidiaries. Liquidity held directly in each of
these major subsidiaries is intended for use only by that
subsidiary to meet its liquidity requirements and is assumed
not to be available to Group Inc. unless (i) legally provided
for and (i1) there are no additional regulatory, tax or other
restrictions. In addition, the Modeled Liquidity Outflow
and Intraday Liquidity Model also incorporate a broader
assessment of standalone liquidity requirements for other
subsidiaries and we hold a portion of our GCLA directly ar
Group Inc. to support such requirements. In addition to the
A, we maintain cash balances in several of our other
entities, primarily for use in specific currencies, entities, or
jurisdictions where we do not have immediate access to
parent company liquidity.

In addition to our GCLA, we have a significant amount of
other unencumbered cash and “Financial instruments
owned, at fair value,” including other government
obligations, high-grade money market securities, corporate
obligations, marginable equities, loans and cash deposits
not included in our GCLA. The fair value of these assets
averaged §94.52 billion for 2014 and $90.77 billion for
2013, We do not consider these assets liquid enough to be
eligible for our GCLA.

Modeled Liquidity Outflow. Our Modeled Liquidity
Quttlow is based on conducting multiple scenarios that
include combinations of market-wide and firm-specific
stress. These scenarios are characterized by the following
qualitative elements:

Severely challenged market environments, including low
consumer and corporate confidence, financial and
political instability, adverse changes in market values,
including potential declines in equity markets and
widening of credit spreads; and

= A firm-specific crisis potentially triggered by material
losses, reputational damage, litigation, executive
departure, and/or a ratings downgrade.

The following are the critical modeling parameters of the
Modeled Liguidity Outflow:

Liquidity needs over a 30-day scenario;

* A two-notch downgrade of our long-term senior
unsecured credit ratings;

A combination of contractual outflows, such as
upcoming maturities of unsecured debt, and contingent
outflows (e.g., actions though not contractually required,
we may deem necessary in a crisis). We assume that most
contingent outflows will occur within the initial days and
weeks of a crisis;

» No issuance of equity or unsecured debt;

No support from government funding facilities. Although
we have access to various central bank funding programs,
we do not assume reliance on them as a source of funding
in a liquidity crisis; and

No asset liquidation, other than the GCLA.

The Modeled Liquidity Outflow is calculated and reported
to senior management on a daily basis. We regularly refine
our model to reflect changes in market or economic
conditions and our business mix.

Intraday Liquidity Model. Our Intraday Liquidity Model
measures our intraday liquidity needs using a scenario
analysis characterized by the same qualitative elements as
our Modeled Liquidity Outflow. The model assesses the
risk of increased intraday liquidity requirements during a
scenario where access to sources of intraday liquidity may
become constrained.

The following are key modeling elements of the Intraday
Liquidity Model:

« Liquidity needs over a one-day settlement period;
* Delays in receipt of counterparty cash payments;

« A reduction in the availability of intraday credit lines at
our third-party clearing agents; and

« Higher settlement volumes due to an increase in activity.

We regularly refine our model to reflect changes in market
conditions, business mix and operational processes.



Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 18a: Describe how the bank manages its potential liquidity needs

Liquidity risk g t fr k
ING’s liquidity risk management framework incorporates all relevant risk principles with regard to the daily and on-going management
of funding and liquidity risk. The framework contains the following key elements:

Liquidity risk appetite: This is set by Management Board Bank in line with ING’s complexity, business mix and liquidity risk profile and
is reviewed on an annual basis by ALCO Bank and forms part of the input of business units in their medium term business plans. The
defined risk appetite is allocated to the regional ALCO’s.

Funding: The Bank Treasury function will set and update the funding strategy and funding planning, taking into account

diversification in sources and tenor of funding.

v Intraday Liquidity Management: Bank Treasury actively manages its short term liquidity positions and risks to meet payment and
settlement obligations on a timely basis under both normal and stressed conditions.

v Collateral Position Management: Bank Treasury actively manages the liquidity risk of its collateral positions to meet ING’s collateral

needs, and resources, under both normal and stressed conditions and in accordance with all internal and regulatory rules.

Liquidity buffers: ALCO Bank ensures that sufficient liquidity is maintained, in accordance with Bank- and regulatory rules and

standards, including a buffer of unencumbered, high quality liquid assets, to withstand stress events, such as those involving the loss

or impairment of both unsecured and secured funding sources.

+ Liquidity risk transfer and pricing: ALCO Bank sets and maintains a Funds Transfer Pricing (FTP) framework that optimises Bank-wide
funding and liquidity risk management, whereby all business units must transfer their structural funding and liquidity risks to Bank
Treasury whilst managing their own customer behaviour liquidity risk costs.

» Stress testing: ALCO ensures that liquidity stress tests are planned, designed, conducted and reviewed, to identify sources of potentia

liquidity strain, to determine how these can and will be addressed and to ensure that current exposures remain within the established

liquidity risk tolerance.

Contingency Funding Plan: ALCO ensures the design, regular test and maintenance of formal Contingency Funding planning, setting

out the strategies for addressing liquidity shortfalls in emergency situations, outlining procedures to manage these situations,

establishing clear lines of responsibility, and articulating clear implementation and escalation procedures.

p of the fr k

Liquidity risk appetite

ING’s liquidity risk appetite is expressed in a set of limits to manage the level of liquidity risk ING is willing to take in the pursuit of its
strategic objectives. These limits are embedded in risk appetite statements (RAS) which reflect three pillars of addressing risk:

» Structural sources of risk:
> Limits on liquidity mismatches
» Limits on exposures to short term professional money markets
» Defining target Loan-to-Deposit ratios

Levels of liquidity:

» Compliance with regulatory requirements

» Adequate levels related to defined stress scenarios
Funding diversification:

» Limiting or reducing dependency on single providers
» Concentration limits per funding sources

Based on the above, ING Bank has defined the following funding and liquidity risk management risk appetite statements:

The structural mismatch in expected liquidity tenors of ING Bank's assets and liabilities per significant currency is manageable. Also
refer to Note 45 in which ‘Assets by contractual maturity' are shown,
Home/host regulatory liquidity limits must be pro-actively complied with.

» The time-to-survive in a funding stress situation must extend over defined period, also depending on the level of stress applied.

+ Funding of all longer-term assets and investments must be done by stable and longer-term liabilities.
Geographical dependencies with respect to intra-group funding are to be limited,
Diversification must be in place of funding profile, across funds providers, instrument types, geographic markets, tenors and
currencies.

The risk appetite statements are also directly linked to liquidity stress testing.

Intraday liquidity management

The objective of managing intraday liquidity and its risks at ING is twofold: it is focused on preventing damage to the institution’s own
liquidity position, and, in light of its role in global financial markets, ING also takes into account the potential damage to other parties
which can arise through chain effects in payment and securities transactions. Intraday liquidity management is managed through the
risk appetite statement, by setting amongst others monitoring metrics and triggers on daily net negative liquidity positions and levels of
payments outflows.

coll. n 194

- g o
The objective of the Collateral Management is to ascertain that ING Bank can at all times meet collateral requirements for ING's
collateral needs.

Liquidity buffers
The liquidity buffer ING Bank holds can be seen as the short-term part of the counterbalancing capacity, i.e. the total of available
sources and measures within ING to generate liquidity, and serves as a cushion for liquidity needs under normal and stressed conditions.

The size and composition of the Liquidity buffer depends on ING Bank's Risk Appetite (risk tolerance) and regulatory liquidity standards.

Source: ING Group 2014 Annual Report, pgs 311-313

In the buffer, only assets that are included that are “unencumbered” and freely available for liquidity purposes.

Bank Treasury ensures central management of all liquidity buffers within ING Bank, both buffers at Bank level and buffers at local
business unit level.

The liquidity buffer is held as an insurance against a range of stress scenarios, covering the additional need for liquidity that may arise
over a defined short period of time under stress conditions. ING’s minimurm standards for liquidity buffers are described below:

When local regulatory rules require so, local liquidity buffers can be established. Although locally established, these buffers must be
centrally functionally managed by the BT function.

The buffer must be adequate in relation to the contractual and expected expiry calendars and other expected or planned
developments.

The size of the buffers is supported by estimates of liquidity needs performed under the Bank's or business entity's stress testing and
be aligned with the liquidity risk appetite.

The liquidity buffer is composed of cash and core assets that are eligible for the Liquidity Coverage Ratio (LCR) and/or highly
marketable, which are not pledged to payment systems or clearing houses. For longer term buffer purposes, a broader set of liquid
assets might be appropriate, subject to the Bank’s or entity’s ability to generate liquidity from thern under stress, within the specified
period of time.

The location and size of liquidity buffers reflects the Bank's or entity’s structure (e.g. legal and geographical) and business activities.
The size and status of the buffers are reported to ALCO on a monthly basis.

As part of the liquidity buffer management, ING Bank also monitors the existing asset encumbrance. More information can be found in
Pillar 111

Liquidity risk transfer and pricing

Funds Transfer Pricing (FTP) is an internal measurement and allocation system that assigns a profit contribution to funds raised, lent,
or invested. FTP is the pricing mechanism used within ING to transfer interest rate risk, basis risk and liquidity risk positions from
commercial units to Bank Treasury. The FTP framework enables local ALCOs to set their local FTP levels and manage these risks for all
internal transfers at local level. This means that these risks are transferred from the business to a separate Bank Treasury book where
they can be monitored and managed more efficiently and effectively. The liquidity costs, benefits and risks are considered in the
product pricing, design and offering and in every relevant Product Approval and Review Process (PARP) or deal approval and other
related processes for commercial products by the business units.

Stress testing

Stress testing allows a bank to examine the effect of exceptional but plausible future events on the liguidity position of the bank and

provides insight into which entities, business lines or portfolios are vulnerable to which type of risks and/or in which type of scenarios.
Liquidity stress testing is an important tool in identifying, assessing, measuring and controlling funding and liquidity risks, providing a
complementary and forward-looking perspective to other liquidity and funding risk management tools.

In accordance with Dutch Central Bank guidelines, ING Bank’s liquidity positions are stress tested on a monthly basis under a scenario
that is a mix between a market event and an ING Bank specific event. The outcome of stress tests is evaluated and provides input to any
follow-up and additional contingency measures required.

In addition to the bank-wide stress test framework as described in the ING Bank risk profile section, ING Bank produces several stress
test reports with respect to the funding and liquidity position on a regular basis. Some of these stress tests are regulatory driven, and
others are based on internal stress scenarios:

On a weekly basis ING reports an internal liquidity stress scenario. This report shows the development of the liquidity buffer during a
3-month-stress period, on a consolidated (bank) level and for the main entities, and split in Euro and US Dollar.
On a monthly basis ING Bank reports a number of stress scenarios, either based on regulatory requirements:

»1-month DNE liquidity buffer, according to DNB regulation;
» Liquidity Coverage Ratio (LCR), based on CRR/CRD IV or on own defined stress scenarios related to time-to-survive periods,

On ad-hoc basis ING Bank has performed additional stress tests related to the funding and liquidity position. Overall, stress testing is an
integral part of the liquidity and funding risk management framework and also serves as input for the contingency funding plan. From
a currency perspective, stress tests are applied on Euro and US Dollar whilst other currencies are monitored. This aligns with the Basel3
and CRR approach with regard to major currencies.

Contingency funding plan

In the contingency funding plan, contingency liquidity risk is addressed which specifically relates to the organisation and planning of
liquidity management in time of stress. Within ING Bank, for contingency purposes, a specific crisis team — consisting of key Board
Members, representatives from staff departments (e.g. Finance, Risk and Capital Management) and Bank Treasury — is respansible for
liquidity management in times of crisis. Throughout the organisation adequate and up-to-date contingency funding plans are in place
to enable senior management to act effectively and efficiently in times of crisis. These contingency plans are tested on a regular basis,
both centrally and at business unit level.
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Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 18b: Provide a quantitative analysis of the components of the liquidity reserve held to
meet these needs, ideally by providing averages as well as period-end balances

TD's liquidity policy stipulates that the Bank must maintain sufficient
"available liquidity” to cover “required liquidity” at all times through-
out the Severe Combined Stress scenano. The liquid assets TD includes
as available liquidity must be currently marketable, of sufficient credit
quality and available-for-sale and/or pledging to be considered readily

that TD considers when determining the Bank's available liquidity are
summarized in the following table, which does not include assets held
within the Bank's insurance businesses, as these assets are dedicated
to cover insurance liabilities and are not considered available to meet
the Bank’s general liquidity requirements.

The Bank's monthly average liquid assets for the years ended
October 31 are summarized in the following table.

TABLE 60

[ SUMMARY OF AVERAGE LIQUID ASSETS BY TYPE AND CURRENCY’

convertible into cash over the 90-day survival horizon. Liquid assets
(billions of Canadian dollars, except as noted) Average for the year ended
r — - . Securities
[ TABLE 58 SUMMARY OF LIQUID ASSETS BY TYPE AND CURRENCY" recelved as
collateral from
(bilkons of Canadian dollars, except as noted) As at securities
Securities financing and
received as Bank-owned derivative Encumbered  Unencumbered
‘°““"'::‘$ liquid assets transactions’ Total liquid assets liquid assets liquid assets’
seq
financing and October 31, 2014
Bank-owned derivative Encumbered  Unencumbered Cash and due from Banks 5 03 s - § 03 =% 5 - 5 03
Nquid assets transactions Total liquid assets liquid assets Nquid assets Canadian government obligations 10.2 30.0 40.2 1 233 16.9
October 31, 2014 NHA MBS 40.0 0.7 40.7 n 47 36.0
Cash and due from Banks s 0.1 = s 0.1 —% s = s 01 Provincial government obligations 5.4 5.5 10.9 3 6.0 4.9
Canadian gavernment obligations 10.0 272 37.2 10 21.0 16.2 Corporate issuer obligations 9.6 3.4 13.0 4 o7 12.3
NHA MBS 394 1.0 404 n 21 383 Equities 233 3B 271 8 5.0 241
Provincial government obligations 6.9 5.2 121 4 6.7 54 Other marketable securities and/or loans 21 1.0 31 1 0.9 2.2
Corporate issuer obligations 83 34 17 3 02 15 -
Equities 27 38 265 7 62 203 Total Canadian dollar-denominated 90.9 44.4 1353 38 40.6 94.7
Other marketable securities and/or loans 24 0.9 33 1 08 25 Cash and due from Banks 338 - 338 9 0.8 330
Total Canadian dollar-denominated 89.8 a5 1313 36 37,0 94.3 U-S. government obligations ) 10 305 315 i 305 10
U.S. federal agency cbligations, including U.5. federal
Cash and due from Banks 398 = 398 n 11 387 agency mortgage-backed obligations 28.8 5.0 338 9 10.0 238
U.S. government obligations = 28 248 7 236 12 Other sovereign obligations 245 238 483 14 6.6 anz
U.S. federal agency obligations, indluding U.S. federal Corporate issuer obligations 495 47 54.2 15 85 457
agency mortgage-backed obligations 312 5.6 368 10 131 237 Equities 88 28 16 3 18 9.8
Other sovereign obligations 233 28.7 520 14 105 415 " N : . N
Corporate issuer obligations 545 08 653 18 138 515 Other marketable ?ecurrtm-s and/or lotans 5.4 36 9.0 3 3.2 5.8
Equities 9.7 26 123 3 17 106 Total non-Canadian dollar-denominated 151.8 70.4 222 62 61.4 160.8
Other marketable securities and/or loans 42 0.1 43 1 = 43 Total S 2427 S 1148 $ 357.5 100% $ 102.0 § 255.5
Total non-Canadian dollar-denominated 162.7 72.6 2353 64 63.8 171.5
Total $ 252.5 $ 1141 $ 366.6 100% $ 100.8 $ 265.8 October 31, 2013
Canadian government obligations § 150 § 288 $ 438 14% § 238 $ 200
October 31, 2013 NHA MBS 398 0.5 40.3 12 78 325
Canadian government obligations $ 167 $ 273 $ 440 13% $ 253 $ 187 Provincial government obligations 4.0 56 96 3 5.4 4.2
NHA MBS Q6 06 432 13 79 353 Corporate issuer obligations 6.6 35 101 3 06 9.5
Provincial government obligations 43 54 97 3 59 38 Equities 214 40 254 8 5.3 201
Corporate issuer obligations 6.5 40 105 3 06 99 Other marketable securities and/or loans 1.6 0.2 18 1 0.3 1.5
Equities 201 30 231 7 48 183 : - :
Othar Hiaktatite seckiitins ancior Joaris 28 02 30 1 03 27 Total Canadian dollar-denominated 88.4 42.6 131.0 41 43.2 87.8
Total Canadian dollar-denominated 930 405 1335 a0 448 887 Cash and due from Banks 19.0 - 19.0 6 0.1 189
U5, government obligations 3.0 286 E N 10 299 1.7
S“S’h and ?1':: ’r:?'“b?““:“ z?? P §g§ g Zgz 2? ; U.S. federal agency obligations, including U.S. federal
4 S e agency mortgage-backed obligations 257 5.2 309 10 7.8 231
U.S. federal agency obligations, including U.S. federal Othy i blicat 252 209 261 14 25 436
agency mortgage-backed obligations 260 49 309 9 77 232 1 SOVEreign obigations . -~ .
Other sovereign obligations 274 238 512 16 31 481 Corporate issuer obligations 370 24 394 12 49 345
Corporate issuer obligations a7 26 443 13 5.1 392 Equities 5.3 18 71 2 1.1 6.0
Equities 80 1.7 97 3 08 89 Other marketable securities andfor loans 7.5 8.0 155 5 az 73
Other marketable securities and/or loans _ _60 55 1ns 4 58 57 Total non-Canadian dollar-d i d 1227 66.9 189.6 59 54.5 135.1
Total non-Canadian dollar-denominated 1314 67.1 198.5 60 516 146.9 Total § 2111 § 109.5 § 3206 100% § 97.7 § 2229
Total $ 2244 $ 107.6 $ 3320 100% § 964 $ 235.6
' Positions stated include gross asset values pertaining to secured borrowingfdending
! Positions stated include gross asset values pe Vg to secured Q/ g and reve purc purchase

and reverse-repurchase/repurchase businesses,
2 Liquid assets include collateral received that can be rehypothecated
of otherwise redeployed

Liquid assets are held in The Torento-Dominion Bank and multiple
domestic and foreign subsidiaries and branches and are summarized
in the following table.

TABLE 59

SUMMARY OF UNENCUMBERED LIQUID ASSETS BY BANK, SUBSIDIARIES, AND BRANCHES'

¥ Liquid assets include collateral received that can be rehypothecated

or otherwise redeployed

Average liquid assets held in The Toronto-Dominion Bank and multiple
domestic and foreign subsidiaries and branches are summarized in the
following table.

| TABLE 61 | SUMMARY OF AVERAGE UNENCUMBERED LIQUID ASSETS BY BANK, SUBSIDIARIES, AND BRANCHES'

{billions of Canadian dollars)

Average for the year ended

{billions of Canadian dollars) As at - 5
October 31 October 31
Dioher ST 21 2014 2013
The Toronto-Dominion Bank (Parent) s 894 % 577 The Toronto-Dominion Bank (Parent) 5 Ma $ 600
Bank subsidiaries 150.2 1433 Bank subsidiaries 149.5 1314
Foreign branches 26.2 346 Foreign branches 349 s
Tetal S 2658 $ 2356 Total § 2555 $ 2229

! Certain comparative amounts have been reclassified to conform with
the presentation adopted in the curment year.

Source: TD Bank Group 2014 Annual Report, pgs 90-92

' Certain comparative amounts have been reclassified to conform with
the presentation adopted in the current year
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Recommendation 18b: Provide a quantitative analysis of the components of the liquidity reserve held to
meet these needs, ideally by providing averages as well as period-end balances

7.3 Liquid Assets

Liquid assets are assets that are readily available and can be easily monetised to meet liquidity shortfalls under times of stress. Such assets
are internally defined under the governance of the relevant oversight committees, taking into account asset class, issuer type and credit
rating, among other criteria, before they are reflected as available funds under the cashflow maturity mismatch analysis used to manage
liquidity risk within the risk tolerance.

In addition to the characteristics of the liquid assets, the treasury function within DBS should be able to operationally monetise the pool of
liquid assets to meet liquidity shortfalls under times of stress. A further requirement is that these liquid assets are unencumbered by being
free of legal, regulatory, contractual or other restrictions.

In practice, liquid assets are maintained in key locations and currencies to ensure that operating entities in such locations possess a degree
of self-sufficiency to support business needs as well as protect against contingencies. The main portion of DBS' liquid assets is centrally
maintained in Singapore to support liquidity needs in smaller overseas subsidiaries and branches. Internally, DBS sets a requirement to
maintain its pool of liquid assets above a minimum level as a source of contingent funds, taking into account projected stress shortfalls
under its cashflow maturity mismatch analysis and other factors.

The table below shows DBS' encumbered and unencumbered liquid assets by instrument and counterparty against other assets in the same
category under the balance sheet. Figures are based on the carrying amount as at the balance sheet date.

Liquid Assets Others'® Total
In SGD million Encumbered Unencumbered Total Average'”
[1 [2] [11+12]
As at 31 Dec 2014
Cash and balances with central banks' 7,666 7,347 15,013 13,633 4,504 19,517
Due from banks™ - 12,563 12,563 11,478 29,700 42,263
Government securities and treasury bills 2,093 273311 29,424 31,032 270 29,694
Banks and corporate securities 623 23,300 23,923 22,405 13,840 37,763
Total 10,382 70,541 80,923 78,548 48,314 129,237

fa) Unencumbered balances with central banks comprise holdings that are unrestricted and available overnight. The encumbered portion represents the mandatory
balances held with central banks

(b) Liquid assets comprise nostro accounts and eligible certificates of deposits

(c) Total liquid assets reflected on an average basis over the four gquarters in 2014

(d) ‘Others’ refer to assets that are not recognised as part of the available pool of liguid assets for liquidity management under stress due to {but not limited to)
inadequate or non-rated credit quality, operational challenges in manetisation (for example, holdings in physical scrips), among other considerations

In addition to the above table, collateral received in reverse repo transactions amounting to SGD 4,001 million are recognised for liquidity
management under stress.

As can be observed from the table, DBS' funding strategy in the normal course of its business does not rely on collaterised wholesale
funding. Instead, liquid assets are maintained as a source of contingent funds to meet potential shortfalls that may arise under times
of stress, as assessed under regulatory standards and our internal measures.

7.4 Regulatory Requirements

On 28 November 2014, the MAS published MAS' Notice to Banks No. 649 "Minimum Liquid Assets (MLA) and Liquidity Coverage Ratio
(LCR)” (MAS Notice 649), which sets out the implementation of the Basel IIl LCR in Singapore. DBS, as a bank incorporated and
headquartered in Singapore, is required to comply with the LCR standards under MAS Notice 649 from 1 January 2015, We are well
above the minimum LCR requirements under MAS Notice 649,

Based on our internal assessment and participation in the Quantitative Impact Studies by the Basel Committee on Banking Supervision,
DBS is well-positioned to meet the minimum standards of the Basel Il Net Stable Funding Ratio (NSFR). The international timeline targeted

for implementation is January 2018.
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Recommendation 18c: Provide an explanation of possible limitations on the use of the liquidity reserve
maintained in any material subsidiary or currency

Liquidity Reserves
Liquidity reserves comprise available cash and cash equivalents, highly liquid securities (includes government,
agency and government guaranteed) as well as other unencumbered central bank eligible assets.

The volume of our liquidity reserves is a function of our expected monthly stress result, both at an aggregate
level as well as at an individual currency level. To the extent we receive incremental short-term wholesale liabil-
ities which attract a high stress roll-off, we will largely keep the proceeds of such liabilities in cash or highly
liquid securities as a stress mitigant. Accordingly, the total volume of our liquidity reserves will fluctuate as a
function of the level of short-term wholesale liabilities held, although this has no material impact on our overall
liquidity position under stress. Our liquidity reserves include only assets that are freely transferable within the
Group, or can be applied against local entity stress outflows. We hold the vast majority of our liquidity reserves
centrally, at our parent and our foreign branches with further reserves held at key locations in which we are
active. While we hold our reserves across major currencies, their size and composition are subject to regular
senior management review. In addition to the reported liquidity reserves below, there was an amount of
€ 32 billion of liquidity reserves, in excess of local stress outflows, that remains in entities which are subject to
transfer restrictions due to local connected lending requirements or similar regulatory restrictions. We therefore
do not include such amounts into our freely transferable liquidity reserves.

Composition of our freely transferable liquidity reserves by parent company (including branches) and subsidiaries

Dec 31, 2014 Dec 31,2013
in € bn Carrying Value Liquidity Value Carrying Value Liquidity Value
Available cash and cash equivalents (held primarily at central banks) 65 65 78 77

Parent (incl. foreign branches) 54 54 68 67
Subsidiaries 11 1 10 10
Highly liquid securities (includes government, government
guaranteed and agency securities) 103 96 95 89
Parent (incl. foreign branches) 81 75 71 67
Subsidiaries 23 20 24 22
Other unencumbered central bank eligible securities 16 1" 23 17
Parent (incl. foreign branches) 14 10 17 13
Subsidiaries 2 1 6 4
Total liquidity reserves 184 171 196 183
Parent (incl. foreign branches) 149 139 156 147
Subsidiaries 35 32 41 36

As of December 31, 2014, our freely transferable liquidity reserves amounted to € 184 billion compared with
€ 196 billion as of December 31, 2013. The primary driver of the decrease of € 12 billion in 2014 was a reduc-
tion of € 19 billion in our unsecured wholesale funding during the year, together with reductions in other liability
sources. Our average liquidity reserves during the year were € 190 billion compared with € 216 billion during
2013. In the table above the carrying value represents the market value of our liquidity reserves while the li-
quidity value reflects our assumption of the value that could be obtained, primarily through secured funding,
taking into account the experience observed in secured funding markets at times of stress.

Deutsche Bank does not quantify the limitations of the use of the liquidity reserve by subsidiary or currency, but
instead quantifies the “freely transferable” liquidity reserve.

Also see National Bank of Canada’s implementation of 19a (summary of encumbered and unencumbered assets)
on the following page for an alternative implementation of this recommendation
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Recommendation 19: Summarise encumbered and unencumbered assets in a tabular format by balance
sheet categories. Include collateral received that can be rehypothecated or otherwise redeployed

covr | Asset encumbrance

Encumbered Unencumbered Assets which Percentage
Assets other Cash and cannotbe  of cash and
wise restricted securities Other ~ Pledged as securities
Total Group  Assets pledged touseto  avallableto  realizaple  colléteral  available to
CHF million assets (IFRS} s collateral secure funding secure funding assets secure funding
Balance sheet as of 31 December 2014
Cash and balances with central banks 104,073 0 0 97,617 6,453 4 36%
Due from banks 13,334 0 AR 9,816 7
| Financol asset desgnated at fainvalve o ASS1 04 1§83 280
Loans 315,757 27,973 0 476 281,077 6,231 0%
L 'bf\;\:\'}u"c.’r'_"m'd.'ri;-é.;'lé'ktér}_c' .................................. et e o B S
Lending 334,042 27,973 3,969 476 292,586 9,038 0%
.. Cash collateral on securities borrowed 24063 IS B SO
Reverse repurchase agreements 68414 0 1,896 66,518
Collateral trading 92,477 0 1,896 90,582
Trading portfolio assets excluding financial assets for
unit-linked investment contracts 120,746 61,304 8,158 41,737 9,566 0 165
. il 1387 (60% 268 4M60 o j02 0. 2%
of which: corporate bony
... bonds fssued by financial institutions 12904 3656 344r 3399 2408 0 J%
of which: loans 3244 0 I 3244 0
 of which: ovestment fund unis 1339 %5 1990 720 38 0
of which: asser-backed securities 0
ofm‘nc 0
of wih 0
" of which: precious metals and other physical commodides o
Financial assets for unit-linked investment contracts ] 0
Positive replacement values 256,978 0 0 256,978
Financial i t: ilable-for-sale 57,159 2,868¢ 1,209 39,244 13,838 0 15%
Cash collateral receivables on derivative instruments 30,979 0 6,135 24 843
| Iestmentsinassocates 970090
Property and equipmy 6,854 0 0 0
Goodwilland imangile assets 6785 LI LB
Deferred tax assets 11,060 0 [i] 11,060
Gl T T e e o S e
Other 79,593 0 6,356 7,781 65,457
Total assets 31.12.14 1,062,478 92,144 38,997 179,074 330,224 422,058 67%
Total assets 31.12.13 1,013,355 82,000 36,525 166,895 298,348 429,587 75%
Encumbered Unencumbered
Fair value Fair value
Fair value of assets of assets
of assets  received that received other-  Fair value of Fair value
received which  have been sold  wise restricted  assets avail- of other
can be sold or or repledged touse to  able to secure realizable
CHF million repledged as collateral  secure funding funding assets
Off-balance sheet as of 31 December 2014
Fair value of assets received as collateral which can be sold
or repledged 388,855 271,963 9,681 89,371 17,841 33%
Total off-balance sheet 31.12.14 388,855 271,963 9,681 89,371 17,841 33%
Total off-balance sheet 31.12.13 351,712 240,176 28,074 54,990 28,471 25%
Total balance sheet and off-balance sheet 31.12.14 364,108 48,678 268,444 348,064 422,058 100%
Total balance sheet and off-balance sheet 31.12.13 322,176 69,618 221,885 323,523 424,370 100%

1 Includes CHF 56,018 million assets pledged as collateral which may be sold or repledged by counterparties.

parties, &

Source: UBS 2014 Annual Report, pg 238

2 Includes CHF 2,662 million assets pledged as collateral which may be sold or repledged by countes-
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Section 4 — Liquidity and Funding Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 19: Summarise encumbered and unencumbered assets in a tabular format by balance
sheet categories. Include collateral received that can be rehypothecated or otherwise redeployed

Encumbered and unencumbered assets

Dec 31, 2014
Carrying value Fair value

Unencumbered assets
Unen-
in € bn. Encumbered Readily Encumbered cumbered
On-balance sheet Assets assets avallable Other assels assels
Debt securities 184.2 42.4 141.8 0 42.4 141.8
Equity instruments 69.5 497 19.8 0 48.7 198

Other assets:
Cash and due from banks &

Interest earning deposits with Banks 82.0 6.9 75.1 0
Securities borrowed or purchased
under resale agreements 43.6 1] 0 436

Financial assets at fair value
through profit and loss®

Trading assets 17.1 0 171 0
Positive market value from
derivative financial instruments 6304 0 0 630.4
Securities borrowed or purchased
under resale agreements’ 809 ] 0 80.9
Other financial assets at fair value
through profit or loss 14.9 1] 14.9 0
Financial assets available for sale” 29 1] 29 0
Loans 398.0 449 19.4 3337
Other assets 166.5 62.9 0 103.6
Total 1,689.9 206.7 291.0 1.192.2

1 Securities borrowed and securities purchased under resale agreements are all shown as other unencumbered. The use of the underlying collateral is separately
captured in the off-balance sheet table below.
¢ Excludes Debt securities and Equity instruments (separately disclosed above).

Dec 31, 2014
Fair value of collateral received

Unencumbered assets

in € bn. Encumbered Readily

Off-balance sheet Assets assets available Other

Collateral received: 253.1 201.9 498 1.4
Debt securities 175.4 127.0 48.4 0
Equity instruments 76.3 74.9 14 0
Other collateral received 1.4 0 0 14

Own debt securities issued other than covered bonds and

asset backed securities 0 0 0 0

The above tables set out a breakdown of on- and off-balance sheet items, broken down between encumbered,
readily available and other. Any securities borrowed or purchased under resale agreements are shown based
on the fair value of collateral received.

The above tables of encumbered assets include assets that are not encumbered at an individual entity level,
but which may be subject to restrictions in terms of their transferability within the group. Such restrictions may
be due to local connected lending requirements or similar regulatory restrictions. In this situation it is not feasi-
ble to identify individual balance sheet items that cannot be transferred. “Own debt securities issued other than
covered bonds and asset backed securities” refers to those own bond holdings that are not derecognized from
the balance sheet by a non-IFRS institution. This is not applicable for Deutsche Bank AG.

51
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Section 4 — Liquidity and Funding Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 19: Summarise encumbered and unencumbered assets in a tabular format by balance
sheet categories. Include collateral received that can be rehypothecated or otherwise redeployed

Liquid Asset Portfolio

As at October 31

Imillions of Canadian dollars) 2014 2013
Liquid
Bank-owned assets Total Ei bered bered L bered
lisuid assets'! received” Ilsuld assets I_ls uid assets” Iisuid assets liquid assets
Cash and deposits with financial institutions 8,086 - 8,086 1,054 7,032 3,289
Securities
Issued or guaranteed by Canada, U.S. Treasury,
other U.S. agencies and other foreign governments 13,806 23,255 37,061 27,041 10,020 10,964
Issued or guaranteed by provinces 12,275 12,045 24,320 20,100 4,220 3,615
Issued or guaranteed by municipalities and school boards 1,088 160 1,248 92 1,156 682
Other debt securities 4,102 1,181 5,283 1,106 4,177 2,365
Equity securities 20,441 31,869 52,310 32,957 19,353 16,092
Loans
Securities backed by insured residential mortgages 2,221 - 2,221 619 1,602 620
62,019 68,510 130,529 82,969 47,560
As at October 31, 2013 57,310 58,757 116,067 78,440 37,627
As at October 31
(millions of Canadian dollars) 2014 2013
Unencumbered liquid assets by entity
National Bank (parent) 32,104 26,096
Domestic subsidiaries 7,882 8,475
Foreign subsidiaries and branches 7.574 3,056
47,560 37,627
As at October 31
JImillions of Canadian dollars) 2014 2013
Unencumbered liquid assets by currency
Canadian dollar 29,091 24,274
U.S. dollar 17,719 12,840
Other currencies 750 513
47,560 37,627
Liquid Asset Portfolio ~ Average'’
Jmillions of Canadian dollars) Year ended October 31, 2014
Liquid
Bank-owned assets Total E bered u bered
liguid assets”’ received”’ liquid assets liquid assets™ liguid assets
Cash and deposits with financial institutions 7,459 - 7,459 174 7,285
Securities
Issued or guaranteed by Canada, U.S. Treasury,
other U.S. agencies and other foreign governments 17,478 21,942 39,420 29,457 9,963
Issued or guaranteed by provinces 12,665 11,593 24,258 20,113 4,145
Issued or guaranteed by municipalities and school boards 826 175 1,001 118 883
Other debt securities 3,480 1,202 4,682 1,521 3,161
Equity securities 19,842 29,034 48,876 30,837 18,039
Loans
Securities backed by insured residential mortgages 2,029 - 2,029 657 1,372
63,779 63,946 127,725 82,877 44,848

(1)  Bank-owned liquid assets include assets for which there are no legal or geographic restrictions.

(2} Securities received as collateral with respect to securities financing and derivative transactions and securities purchased under reverse repurchase agreements and securities borrowed.

(3)  Inthe normal course of its funding activities, the Bank pledges assets as collateral in accordance with standard terms. Encumbered liquid assets include assets used to cover short sales,
obligations related to securities sold under repurchase agreements and securities loaned, guarantees related to security-backed loans and borrowings, collateral related to derivative
financial instrument transactions, asset-backed securities and untransferred but legally restricted amounts.

(4)  The average is based on the sum of the end-of-period balances of the 12 months of the year divided by 12.

Source: National Bank of Canada 2014 Annual Report, pg 85

52



Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 20: Consolidated total assets, liabilities and off-balance sheet commitments by remaining

contractual maturity

Note 32: Contractual Maturities of Assets and Liabilities and 0ff-Balance

Sheet Commitments

The tables below show the remaining contractual maturity of on-balance

sheet assets and liabilities and off-balance sheet commitments. The
contractual maturity of financial assets and liabilities is an input to, but
Is not necessarily consistent with, the expected maturity of assets and
liabilities that is used in the management of liquidity and funding risk.
we forecast asset and liability cash flows both under normal market
conditions and under a number of stress scenarios to manage liquidity
and funding risk. Stress scenarios include assumptions for loan

repayments, deposit withdrawals, and credit commitment and liquidity
facility drawdowns by counterparty and product type. Stress scenarios
also consider the time horizon over which liquid assets can be
monetized and the related haircuts and p I collateral req 5
that may result from bath market volatility and credit rating
downgrades, among other assumptions. For further details, see the
Liquidity and Funding Risk section on pages 95 to 99 of our 2014
Management’s Discussion and Analysis.

(Canadian % in millions) 2014 (Canadian 5 in millions) 2014
ow1l 103 Ioé (373} 91012 1e2 205 over § No ot 103 Iné 6to9 91012 102 205 Over 5 No
month  months  months  months months years years years maturity Total manth manths maonths months months years years years maturity Total
on-Balance Sheet Financial Instruments Liabilities and Equity
Assets Deposits (1)
cash and cash equivalents 17,625 - - - - - - - 761 18,386 Banks 7,495 4,680 1.067 597 2 _ _ _ 4,402 18,243
v . / 3 s
Interest bearing deposits with banks 4,124 1,420 521 14 31 - - - - 6,110 and governments 26,644 25,061 20,255 10,157 8,439 16,347 23,914 8,198 100,124 239,139
Securfiies Individuals 2,039 3,290 5472 4,296 5288 6,386 16454 1,528 90,953 135706
Trading securities 542 1,159 584 1,344 1,274 5,255 9,722 17,409 47,733 85,022 Total deposits 36,178 33,031 26,794 15050 13,729 22,733 40,368 9,726 195,479 393,088
Available-for-sale securities 1,014 345 553 1,138 T4 8750 21,047 11,699 1706 46,966 pos & u 4 i - i - - - -
Held-to-maturity securities - - 113 98 294 1,356 4,172 431 - 10,344 other liabilities
other securities - 10 3 2 - - a5 19 908 987 Derivative instruments 1,545 2.3 1,325 2,095 1,399 4,565 9,633 10,774 - 33,657
Total securities 1,556 1,514 1,253 2,582 2,282 15361 34,986 33,438 50,347 143319 Acceptances 8871 1,920 77 1 9 - - - - 10,878
securities borrowed or purchased under resale Securities sold but not yet purchased 27,348 - - - - - - - - 27,348
agreements ! 39,014 10,255 2,536 678 938 134 - - - 53,555 Securlties lent or sold under repurchase
agreements 36,757 2,624 149 95 J0 - - - - 39,695
m:!ns dential mort 1,284 1,528 3,763 4725 4,470 20,497 55659 9,087 101,013 Current tax liabilities - - R B B - B - 15 235
esidential mortgages o K 5 B L 3 5 - 5 iabiliti - - - - - - - -
Consumer instalment and other personal 386 458 1,097 1,193 1,257 6,491 20,847 8,981 23,433 64,143 Oeferred tax liabilities 178 178
redit cards ~ _ - - _ _ _ _ 7.972 7.972 Securitization an_d liabilities related to
Businesses and govermments 7,701 9,520 3,438 4201 11,019 10,315 37,537 6294 30741 120,766 structured entity 3 419 1,560 341 1135 3,976 10,066 4,955 - 12,465
Customers’ liability under acceptances 8871 1,920 77 1 9 - - - - 10,878 Other 7.226 142 16 330 26 193 3,577 1723 7.565 20,798
Allowance for credit losses - - - - - - - - 734)  (1.734) Total other liabilities 81,750 7,436 3,127 2,862 2,639 8,734 23,276 17,452 7,978 155,254
Total loans and acceptances, net of allowance 18,242 13,426 8,375 10,120 16755 37.303 114,043 24,362 60,412 303,038 subordinated debt _ _ _ ~ _ _ 100 4,813 _ 4,913
ather Assets
Derivative instruments 2,703 2,348 1,387 1,746 796 3,436 8,955 11,284 - 32,655 Total Equity - - - - - - - - 35404 35404
PIEFQIWHS and equipment - - - - - - - - 2w0e 2276 Total Liabilities and Equity 117,928 40,467 29,921 17,912 16,368 31,467 63,744 31,991 238,861 588,659
Goodwi - - - - - - - - 5,353 5,353
Intangible assets - - - - - - - - 2,052 2,052 (1) Deposits payable on demand and payable after notice have been included under no maturity.
Current tax assets - - - - - - - - 665 665 (Canadian § in millions) 2014
Deferred tax assets - - - - - - - - 3,09 3,09
Othes 1,509 271 149 4 - . 64 3,545 2,689 8,231 Oto1 1to3 3toé 6109 9to12 102 205 Over 5 !!n
month  months  months  months  months years years years maturity Total
Total other assets 4,212 2,619 1,536 1,750 796 3,436 9,019 14,829 16,054 54,251 prr pr—
t-B. e Shee
Jotal Assets 34,773 29,234 14221 15144 20802 56,234 158,048 72,629 127,574 588,659 commitments to extend credit (1) 1,313 1,717 3,844 6,048 3,830 15872 51,086 1,549 - 85259
Operating leases 26 52 77 77 76 281 630 638 - 1,857
Financial quarantee contracts (1) 5.269 - - - - - - - - 5,269
Purchase obligations 58 113 169 169 169 586 783 209 = 2,256

(1) A large majority of these commitments expire withaut being drawn upen. As a result, the 1otal contractual amaunts may not be representative of the funding likety to be required

for these commitments.

Source: BMO 2014 Annual Report, pgs 186-187
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Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 20: Consolidated total assets, liabilities and off-balance sheet commitments by remaining

contractual maturity

Contractual maturities of financial assets, financial liabilities and off-balance sheet items
The following tables provide remaining contractual maturity profiles of all our assets, liabilities, and off-balance sheet items at their carrying
value (i.e. amortized cost or fair value) at the balance sheet date and have been enhanced in response to EDTF recommendations. Off-balance
sheet items are allocated based on the expiry date of the contract.

Details of contractual maturities and commitments to extend funds are a source of information for the management of liquidity risk. Among
other purposes, these details form a basis for modeling a behavioural balance sheet with effective maturities to calculate liquidity risk measures.
For further details, refer to the Risk measurement section.

Contractual maturities of financial liabilities and off-balance sheet items — undiscounted basis

The following tables provid ining contractual maturity analysis of our financial liabilities and off-balance sheet items. The amounts

disclosed in the following table are the contractual undiscounted cash flows of all financial liabilities (i.e. par value or amount payable upon

maturity). The amounts do not reconcile directly with those in our consolidated balance sheets as the table only incorporates cash flows
lating to pay s on rity of the inst: and do not recognize premiums, discounts or mark-to-market adjustments recognized in

the instruments’ carrying value as at the balance sheet date. Financial liabilities are based upon the earliest period in which they are required

tees and i to

to be paid. For off-balance sheet items, the undiscounted cash flows potentially payable under financial gu
extend credit are classified on the basis of the earliest date they can be called.

Contractual maturities of financial assets, financial liabilities and off-balance sheet items Table 62 Contractual maturities of financial liabilities and off-balance sheet items - undiscounted basis * Table 63
As at October 31, 2014 As at October 31, 2014
With no
Less than 1t03 306 6t09 9012 1year 2 years 5 years specific 5years
{Millions of Canadian dotlars) 1month  months months  months  months to2years toSyears andgreater  maturity Total On Within 1year 2 years and
Assets (Millions of Canadian dollars) d d 1 year to 2 years to 5 years greater Total
Cash and deposits with Financial liabilities
banks § 22871 § 218 § -8 -4 <8 .8 =518 - § 2731 § 25820 Deposits () S 289,204 S 161,953 S 54,385 S B4,609 S 22,967 S 613,118
Securities Other
Trading (1) 94,025 13 65 55 48 229 558 5,236 51,151 151,380 Acceptances — 11,456 - 6 - 11,462
Available-for-sale 4,450 3,739 2,528 433 1,113 3417 18,307 11,959 1,822 47,768 Obligations related to securities sold short = 50,345 = = = 50,345
Assets purchased under Obligations related to assets sold under repurchase
reverse repurchase agreements and securities loaned 1,941 62,391 - - - 64,332
agreements and securities Other liabilities 358 20,174 309 530 4,013 25,384
borrowed 54,860 24,728 28,241 8,261 10,361 2,142 - - 6,987 135,580 Subordinated debentures - 200 - - 7,632 7,832
"013"5 (l"“ of allowance for be 291,503 306,519 54,694 85,145 34,612 772,473
- ’?earn osses) 19,260 10,776 7,490 14,961 16,081 73,788 176,063 29,787 87,023 435,229 Off-balance sheet items
i Financial guarantees (z) 5,883 11,206 111 7 1 17,208
Customers' liability under !
acceptances Gshe Sl 399 2 2,993 % s = = 31962 gg;rrantiltl:ng;s?ssle;extend credit (2) 137 69; 34, g:g 63: 1‘222 1'293 173'212
Derivatives 4,145 7,275 3,483 2,673 1,909 8,507 21,331 38,071 8 87,402 = = =
_ Other financial assets 18,729 672 585 169 106 245 281 828 828 22,443 143,579 46,690 746 1,227 1,292 193,534
Total financial assets $224,558 S 49,434 S 42,791 S 26,985 S 32,011 S 88,328 S 216,546 S 85,881 $ 150,550 S 917,084  Totalfinancial liabilities and off-balance sheet items 5 435,082 5 353,209 S 55440 5 B6372 S 35904 S 966,007
Other non-financial assets 1,847 779 679 409 52 589 1,637 2,302 15,172 23,466
Total assets $226,405 S 50,213 S 43,470 S 27,394 S 32,063 S 88,917 S 218,183 S 88,183 S 165,722 S 940,550
Liabilities and equity
Deposits (2)
Unsecured borrowing $ 31,190 $ 22,626 $ 27,372 $ 18,602 $ 21,581 $39,693 S 49,523 S 9,727 $ 310,045 S 530,359
Secured borrowing 561 2,715 2,950 5,331 4,786 9,753 21,099 10,135 > 57,330
Covered bonds 748 - 2,558 - - 4,908 14,556 3,641 - 26,411
Other
Acceptances 6,218 2,013 399 433 2,393 - 6 - - 11,462
Obligations related to
securities sold short 50,345 - - - = = 2 = = 50,345
Obligations related to
assets sold under
repurchase agreements
and securities loaned 58,208 1,252 1,306 1,051 574 2 - = 1.940 64,331
Derivatives 3,745 6,997 3,845 3,351 2,062 10,345 22,295 36,359 3 88,982
Other financial liabilities 18,094 1,121 492 170 298 309 530 4,033 357 25,404
Subordinated debentures 200 - - - - - = 7,659 - 7,859
Total financial liabilities $169,309 S 36,724 S 38,922 S 28,938 S 31,674 S 65,008 S 108,009 S 71,554 S 312,345 S 862,483
Other non-financial
liabilities 1,454 2,970 674 57 78 917 2,456 7.956 7.002 23,564
Equity - - - - - - - - 54,503 54,503
Total liabilities and equity  $170,763 S 39,694 S 39,596 S 28,995 S 31,752 S 65925 $ 110,465 S 79,510 $ 373,850 S 940,550
Off-balance sheet items
Financial guarantees ) 646 S 2391 S 2289 S 1982 S 2970 S 1,325 § 5292 § 254 S 59 S 17,208
Lease commitments 58 114 167 165 161 634 1,220 1,291 - 3,810
Commitments to extend
credit 1,660 6,352 7,329 6,806 8,513 19,768 108,250 11,539 2,299 172,516
Other commitments 127 420 575 879 2,578 289 984 263 62,319 68,434

Total off-balance sheet

items S 2,491 S 9277 $ 10,360 S 9,832 S 14,222 S 22,016 S 115746 S 13,347 S 64,677 S 261,968
(1) Trading debt securities classified as fair value through profit of loss have been included in the less than 1 month category as there is no expectation 1o hold these assets to their contractual
maturity.

(2) A major portion of relationship-based deposits are repayable on demand or st short nofice on a contractual basis while, in practice, these customer balances form a core base, as explained
in the preceding Deposit profile section, for our operations and liquidity needs.

Source: RBC 2014 Annual Report, pgs 75-76
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Section 4 — Liquidity and Funding

Funding management

audited | 07F | Group Treasury regularly monitors our funding status,
including concentration risks, to ensure we maintain a well-bal-
anced and diversified liability structure. Our funding activities are
planned by analyzing the overall liguidity and funding profile of
our balance sheet, taking into account the amount of stable fund-
ing that would be needed to support ongoing business activities
through periods of difficult market conditions. &

Our business activities generate asset and liability portfolios
that are highly diversified with respect to market, product, tenor
and currency. This reduces our exposure to individual funding
sources and provides a broad range of investment opportunities,
reducing liquidity risk.

Our wealth management businesses and Retail & Corporate
provide significant, cost-efficient and reliable sources of funding.
These include core deposits and pledging a portion of our portfo-
lio of Swiss residential mortgages as collateral to generate long-

term funding through Swiss Pfandbriefe and our own covered
bond program. In addition, we have a number of short, medium
and long-term funding programs under which we issue senior
unsecured and structured notes, as well as short-term secured
debt, generally for the highest-quality assets. These programs al-
low institutional and private investors in Europe, the US and Asia
Pacific to customize their investments in UBS's debt. Collectively,
these broad product offerings and funding sources, together with
the global scope of our business activities, support our funding
stability.

Changes in sources of funding during the reporting period

to1r | During 2014, the composition of our funding sources moved
toward less reliance on wholesale funding. At the same time, our
Retail & Corporate and wealth management businesses contin-
ued to attract new customer deposits. In 2014, total customer

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 21: Bank’s funding strategy, including key sources and any funding concentrations, to
enable effective insight into available funding sources, reliance on wholesale funding, any geographical or
currency risks and changes in those sources over time

o1 | Asset funding
CHF billion, except where indicated
Asof 31.12.14

17

57 Financial investments available-for-sale

130% coverage
CHF 94 billion surplus

Due to banks 10

[Shos-termdebticsued™ N

ading reatfollo liablites I |

- Cash collateral on securities lent and repurchase agreements 21
Demand deposits 17 410

Due to customers

Assets

1 Short-term debt issued is comprised of certificates of deposit, commercial paper, acceptances and promissory notes, and other money market paper.

to maturity of less than one year. 3 Including structured over-the-counter debt instruments. A

077 | Funding by product and currency
In CHF billion

Time deposits 52
Fiduciary deposits 15
Retail savings/deposits 156

Financial liabilities designated at fair value®

eld at amortized cost

Liabilities and equity

2 Long-term debt issued also includes debt with a remaining time

deposits increased to CHF 410 billion from CHF 391 billion, or All currencies All currencies’ CHF' EUR' usp' Others'
59.5% of our total funding sources. Our ratio of customer depos- 311214 311213 31.12.14 311213 31.12.14 311213 31.12.14 311213 31.12.14 31.12.13 31.12.14 31.12.13
its to outstanding loan balances was 130%, compared with — -
136% as of 31 December 2013, Secutieslending 92 95 13 14 01 03 02 03 09 06 02 02
Repurchase agreements ) ) 11.8 13 8 ) 1.7 2 1 - 00 0.0 0 d 05 0 5 _ ‘I 3 0.8 03
corr| Long-term debt! - contractual maturities Due to banks 105 129 15 20 o4 05 0.1 02 05 0.7 0.5 0.6
E”F:“;’]"’l"z . Short-term deb issued 274 276 40 42 0.2 03 0.3 0.2 34 32 0.4 0.5
Reta|l savmgsfdepasms 156.4 143 1 22 }‘ 21 8 13 4 13.7 0.8 1 D ‘85 7.2 0.0 0.0
U IR
E ............................. 1? 0
L BRIt s o Ot U S e e B S
IO IO Il oYY O IIIhTOThTTTTRRRRee
Cash collateral payables an
AR BN B A derwatwe instruments 424 445 6.1 6.8 0.3 03 2.6 3.3 2.4 25 0.8 0.8
""""""""""""""""""""""" Prime hrokerage payahles 38.6 325 56 5.0 0.0 0.0 0.7 07 4.0 33 0.9 0.8
w5 016 W7 N8N8 M20-201 NS0 after 2034 Total 689.2 655.5 100.0 100.0 26.2 274 16.7 18.2 45.1 42.0 12.0 12.3
Vear of maturity 1 As a percent of total funding sources. 2 Short-term debt issued is comprised of certificates of deposit, commercial paper, acceptances and promissory notes, and other money market paper. 3 Long-term debt issued
M Senior debt M Subordinated debt

1 Excluding structured debt. &

Source: UBS 2014 Annual Report, pgs 103-104

also includes debt with a remaining time to maturity of less than one year., &
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Section 4 — Liquidity and Funding Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 21: Bank’s funding strategy, including key sources and any funding concentrations, to
enable effective insight into available funding sources, reliance on wholesale funding, any geographical or

currency risks and changes in those sources over time

FUNDING SOURCES AND USES

We fund our balance sheet primarily through core customer depos-
its, long-term debt, including structured notes, and shareholders’
equity. We monitor the funding sources, including their concentra-

Balance sheet funding structure

as of December 31, 2014 (CHF billion)

Funding management
Treasury is responsible for the development, execution and regular

updating of our funding plan. The plan reflects projected business
tions, according to their currency, tenor, geography and maturity, m:smhm 55 Repurchase growth, development of the balance sheet, future funding needs
and whether they are secured or unsecured. A substantial portion agreements and maturity profiles as well as the effects of changing market and
of our balance sheet is © match funded and requires no unsecured E;;:EZ’::E 78 = regulatory conditions.
funding. Match funded balance sheet items consist of assets and Match Short positions Interest expense on long-term debt, excluding structured

funded ]
liabilities with close to equal liquidity durations and values so that notes, is monitored and managed relative to certain indices, such
the liquidity and funding generated or required by the positions are || Finding-neutral Rlnding, eutrsl as the © London Interbank Offered Rate (LIBOR), that are rele-
assets 17 "7 liabilities

substantially equivalent. vant to the financial services industry. This approach to term fund-
Cash and due from banks and © reverse repurchase agreements —— ing best reflects the sensitivity of both our liabilities and our assets
are highly liquid. A significant part of our assets, principally unen- LT SR IOt esshortion iabiiies; to changes in interest rates. Our average funding cost, which is
cumbered trading assets that support the securities business, is 78 Due to barks allocated to the divisions, remained largely unchanged compared
comprised of securities inventories and collateralized receivables to the end of 2013.
that fluctuate and are generally liquid. These liquid assets are N TR We continually manage the impact of funding spreads through
available to settle short-term liabilities. Unencumbered ' careful management of our liability maturity mix and opportunis-

Loans, which comprise the largest component of our illiquid quid assets 1 tic issuance of debt. The effect of funding spreads on interest
assets, are funded by our core customer deposits, with an excess expense depends on many factors, including the absolute level of
coverage of 18% as of the end of 2014, compared to 22% as of — the indices on which our funding is based.
the end of 2013, reflecting an increase in loans and in deposits. 118% We diversify our long-term funding sources by issuing struc-
We fund other illiquid assets, including real estate, private equity coverage tured notes, which are debt securities on which the return is linked
and other long-term investments as well as the © haircut for the to commodities, stocks, indices or currencies or other assets, as
illiquid portion of securities, with long-term debt and equity, in well as covered bonds. We generally hedge structured notes with
which we try to maintain a substantial funding buffer. positions in the underlying assets or © derivatives.

Our core customer deposits totaled CHF 317 billion as of We also use other collateralized financings, including
the end of 2014, an increase of 7% compared to CHF 297 bil- repurchase agreements and securities lending agreements. The
lion as of the end of 2013 and an increase of 11% compared to 178 Long-term debt level of our repurchase agreements fluctuates, reflecting market
CHF 285 billion as of the end of 2012, reflecting growth in the opportunities, client needs for highly liquid collateral, such as US
customer deposit base in Private Banking & Wealth Management  Other illiquid assets 148 treasuries and agency securities, and the impact of balance sheet
in 2014 and 2013. Core customer deposits are from clients with and © risk-weighted asset (RWA) limits. In addition, matched book
whom we have a broad and longstanding relationship. Core cus- ® Total equity trades, under which securities are purchased under agreements to
tomer deposits exclude deposits from banks and certificates of | ,__ 921 - Liabilities and Equity resell and are simultaneously sold under agreements to repurchase

deposit. We place a priority on maintaining and growing customer
deposits, as they have proved to be a stable and resilient source
of funding even in difficult market conditions, Our core customer
deposit funding is supplemented by the issuance of long-term
debt.

» Refer to the chart *Balance sheet funding structure” and *Balance sheet and
off-balance sheet” for further information.

! Primarily includes brokerage receivables/payables, positive/negative replacement values

[

and cash collateral,

Primarily includes excess of funding neutral liabilities (brokerage payables) over corre-
sponding assets.

Primarily includes unencumbered trading assets, unencumbered investment securities and
axcass raverse repurchase agreements, after haircuts.

Excludes loans with banks,

Excludes due to banks and certificates of deposit

Source: Credit Suisse 2014 Annual Report, pgs 103-104

with comparable maturities, eamn spreads, are relatively risk free
and are generally related to client activity.

Our primary source of liquidity is funding through consolidated
entities. The funding through non-consoclidated special purpose
entities (SPEs) and asset securitization activity is immaterial.
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Section 4 — Liquidity and Funding

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 21: Bank’s funding strategy, including key sources and any funding concentrations, to
enable effective insight into available funding sources, reliance on wholesale funding, any geographical or

currency risks and changes in those sources over time.

Sources of funding
(Audited)

Our primary sources of funding are customer current
accounts and customer savings deposits payable on

demand or at short notice. We issue wholesale securities

(secured and unsecured) to supplement our customer
deposits and change the currency mix, maturity profile

or location of our liabilities.

The ‘Funding sources and uses’ table below, which
provides a consolidated view of how our balance sheet
is funded, should be read in light of the LFRF, which
requires operating entities to manage liquidity and
funding risk on a stand-alone basis.

The table analyses our consolidated balance sheet

according to the assets that primarily arise from

Funding sources and uses®
(Audited)

Sources
Customer accounts*
Deposits by banks*
Repurchase agreements —
non-trading*
Debt securities issued
Subordinated liabilities
Financial liabilities designated
at fair value
Liabilities under insurance contracts
Trading liabilities
- repos
- stock lending
- settlement accounts
- other trading liabilities
Total equity
At 31 December
For footnote, see page 202.

2014 2013
uUsSm ussm
1,350,642 1,361,297
77,426 86,507
107,432 164,220
95,947 104,080
26,664 28,976
76,153 89,084
73,861 74,181
190,572 207,025
3,798 17,421
12,032 12,218
17,454 17,428
157,288 159,958
199,979 190,459
2,198,676 2,305,829

operating activities and the sources of funding primarily
supporting these activities. The assets and liabilities that
do not arise from operating activities are presented as a

net balancing source or deployment of funds.

The level of customer accounts continued to exceed the
level of loans and advances to customers. The positive

funding gap was predominantly deployed in liquid assets

- cash and balances with central banks and financial
investments — as required by the LFRF,

Loans and other receivables due from banks continued
to exceed deposits taken from banks. The Group
remained a net unsecured lender to the banking sector.

For a sum

lending, see the Appendix to Risk on page 219

Uses
Loans and advances to customers®

Loans and advances to banks*
Repurchase agreements —
non-trading*
Trading assets
- reverse repos
- stock borrowing
- settlement accounts
- other trading assets

Financial investments

Cash and balances with central
banks

Net deployment in other balance
sheet assets and liabilities

At 31 December

Source: HSBC 2014 Annual Report, pgs. 168-169

2014 2013
usSm ussm
974,660 992,089
112,149 120,046
161,713 179,690
304,193 303,192
1,297 10,120
7,969 10,318
21,327 19,435
273,600 263,319
415,467 425,925
129,957 166,599
100,537 118,288
2,198,676 2,305,829

Cross-border, intra-Group and cross-currency
liquidity and funding risk

(Unoudited)

The stand-alone operating entity approach to liquidity and
funding mandated by the LFRF restricts the exposure of our
operating entities to the risks that can arise from extensive
reliance on cross-border funding. Operating entities
manage their funding sources locally, focusing
predominantly on the local customer deposit base. The
RBWM, CMB and GPB customer relationships that give rise
to core deposits within an operating entity generally reflect
a local customer relationship with that operating entity.
Access to public debt markets is co-ordinated globally by
the Global Head of Balance Sheet Management and the
Group Treasurer with Group ALCO monitoring all planned
public debt issuance on a monthly basis. As a general
principle, operating entities are only permitted to issue in
their local currency and are encouraged to focus on local
private placements. The public issuance of debt
instruments in foreign currency is tightly controlled and
generally restricted to HSBC Holdings and HSBC Bank.

A central principle of our stand-alone approach to LFRF is
that operating entities place no future reliance on other
Group entities. However, operating entities may, at their
discretion, utilise their respective committed facilities from
other Group entities if necessary. In addition, intra-Group
large exposure limits are applied by national regulators to
individual legal entities locally, which restricts the
unsecured exposures of legal entities to the rest of the
Group to a percentage of the lender’s regulatory capital.

Our LFRF also considers the ability of each entity to
continue to access foreign exchange markets under
stress when a surplus in one currency is used to meet
a deficit in another currency, for example, by using the
foreign currency swap markets. Where appropriate,
operating entities are required to monitor stressed
coverage ratios and ACF ratios for non-local currencies
and set limits for them. Foreign currency swap markets
in currency pairs settled through the Continuous Link
Settlement Bank are considered to be extremely deep
and liquid and it is assumed that capacity to access these
markets is not exposed to idiosyncratic risks. The table
below shows the ACF ratios by material currencies for
the year ended 31 December 2014.

Advances to core funding ratios by material currency®
{Unoudited)

At31
December
2014
%
HSBC UK?*®
Local currency (sterling) 98
US dollars 100
Euros 99
Consolidated 97
The Hongkong and Shanghai Banking Corporation?’
Local currency (Hong Kong dollars) 81
US dollars 74
Consolidated 75
HSBC USA®®
Local currency (US dollars) 100
Consolidated 100
Total of HSBC's other principal entities?®
Local currency 97
US dollars 101
Consolidated 92

For footnotes, see page 202.

For all HSBC's operating entities, the only significant foreign
currencies that exceed 5% of Group balance sheet liabilities
are the Hong Kong dollar, euro, sterling and US dollar.

Wholesale term debt maturity profile

(Unoudited)

The maturity profile of our wholesale term debt
obligations is set out in the table on page 170,
‘Wholesale funding principal cash flows payable by HSBC
under financial liabilities by remaining contractual
maturities’.

The balances in the table do not agree directly with
those in the consolidated balance sheet as the table
presents gross cash flows relating to principal payments
and not the balance sheet carrying value, which includes
debt securities and subordinated liabilities measured at
fair value.
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Section 5 — Market risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 22: Linkages between line items in the balance sheet and the income statement with
positions included in the traded market risk disclosures

Equity securities classified as available for sale

Fair value of equity securities

(Audited)

2014 2013
UsSbn UsSbn
Private equity holdings®’ 2.0 2.7

Investment to facilitate ongoing
business?® 1.2 1.2
Other strategic investments 7.5 5.2
At 31 December 10.7 9.1

—— —

For footnotes, see page 202.

The fair value of equity securities classified as available
for sale can fluctuate considerably. The table above sets
out the maximum possible loss on shareholders” equity

Balances included and not included in trading VaR
(Unaudited)

At 31 December 2014

Assets

Cash and balances at central banks
Trading assets

Financial assets designated at fair value
Derivatives

Loans and advances to banks

Loans and advances to customers

Reverse repurchase agreements — non-trading
Financial investments

Liabilities

Deposits by banks

Customer accounts

Repurchase agreements — non-trading
Trading liabilities

Financial liabilities designated at fair value
Derivatives

Debt securities in issue

from available-for-sale equity securities. The increase
in other strategic investments was largely due to the
increase in the market value of the Industrial Bank
investment offsetting the decrease in private equity
holdings from the disposal of various direct and private
equity fund investments.

Market risk balance sheet linkages

(Unaudited)

The information below and on page 180 aims to facilitate
an understanding of linkages between line items in the
balance sheet and positions included in our market risk
disclosures, in line with recommendations made by the
Enhanced Disclosure Task Force.

Balances Balances not Primary
Balance included in included in market risk
sheet trading VaR trading VaR sensitivities
ussm usSm ussm
129,957 129,957 B
304,193 276,419 27,774 A
29,037 29,037 A
345,008 333,880 11,128 A
112,149 112,149 B
974,660 974,660 B
161,713 161,713 C
415,467 415,467 A
77,426 77,426 B
1,350,642 1,350,642 B
107,432 107,432 5
190,572 170,576 19,996 A
76,153 76,153 A
340,669 334,199 6,470 A
95,947 95,947 c

The table represents account lines where there is some exposure to market risk according to the following asset classes:

A Foreign exchange, interest rate, equity and credit spread.
B Foreign exchange and interest rate.
C Foreign exchange, interest rate and credit spread.

The table above splits the assets and liabilities into two
categories:

e those that are included in the trading book and are
measured by VaR; and

* those that are not in the trading book and/or are not
measured by VaR.

The breakdown of financial instruments included and
not included in trading VaR provides a linkage with

market risk to the extent that it is reflected in our risk
framework. However, it is important to highlight that

the table does not reflect how we manage market risk,
since we do not discriminate between assets and
liabilities in our VaR model.

The assets and liabilities included in trading VaR give
rise to a large proportion of the income included in net
trading income. As set out on page 49, HSBC's net
trading income in 2014 was US$6,760m (2013:
US$8,690m). Adjustments to trading income such as
valuation adjustments do not feed the trading VaR
model.

Source: HSBC 2014 Annual Report, pgs 179 - 180

Market risk linkages to the accounting balance sheet

Trading assets and liabilities

The Group’s trading assets and liabilities are in almost all cases
originated by GB&M. The assets and liabilities are classified as
held for trading if they have been acquired or incurred principally
for the purpose of selling or repurchasing in the near term, or
form part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a recent
pattern of short-term profit-taking. These assets and liabilities
are treated as traded risk for the purposes of market risk
management, other than a limited number of exceptions,
primarily in Global Banking where the short-term acquisition

and disposal of the assets are linked to other non-trading related
activities such as loan origination.

Financial assets designated at fair value

Financial assets designated at fair value within HSBC are
predominantly held within the Insurance entities. The majority
of these assets are linked to policyholder liabilities for either
unit-linked or insurance and investment contracts with DPF. The
risks of these assets largely offset the market risk on the liabilities
under the policyholder contracts, and are risk managed on

a non-trading basis.

Financial liabilities designated at fair value

Financial liabilities designated at fair value within HSBC are
primarily fixed-rate securities issued by HSBC entities for
funding purposes. An accounting mismatch would arise if the
debt securities were accounted for at amortised cost because
the derivatives which economically hedge market risks on the
securities would be accounted for at fair value with changes
recognised in the income statement. The market risks of these
liabilities are treated as non-traded risk, the principal risks being
interest rate and/or foreign exchange risks. We also incur
liabilities to customers under investment contracts, where the
liabilities on unit-linked contracts are based on the fair value of
assets within the unit-linked funds. The exposures on these funds
are treated as non-traded risk and the principal risks are those of
the underlying assets in the funds.

Derivative assets and liabilities

We undertake derivative activity for three primary purposes;

to create risk management solutions for clients, to manage the
portfolio risks arising from client business and to manage and
hedge our own risks. Most of our derivative exposures arise
from sales and trading activities within GB&M and are treated
as traded risk for market risk management purposes.

Within derivative assets and liabilities there are portfolios of
derivatives which are not risk managed on a trading intent basis
and are treated as non-traded risk for VaR measurement

purposes. These arise when the derivative was entered into in
order to manage risk arising from non-traded exposures. They
include non-qualifying hedging derivatives and derivatives
qualifying for fair value and cash flow hedge accounting. The use
of non-qualifying hedges whose primary risks relate to interest
rate and foreign exchange exposure is described on page 181
Details of derivatives in fair value and cash flow hedge
accounting relationships are given in Note 16 on the Financial
Statements. Our primary risks in respect of these instruments
relate to interest rate and foreign exchange risks.

Loans and advances to customers

The primary risk on assets within loans and advances to
customers is the credit risk of the borrower. The risk of these
assets is treated as non-trading risk for market risk management
purposes.

Financial investments

Financial investments include assets held on an available-for-sale
and held-to-maturity basis. An analysis of the Group’s holdings
of these securities by accounting classification and issuer type is
provided in Note 18 on the Financial Statements and by business
activity on page 60. The majority of these securities are mainly
held within Balance Sheet Management (‘BSM’) in GB&M. The
positions which are originated in order to manage structural
interest rate and liquidity risk are treated as non-trading risk

for the purposes of market risk management. Available-far-sale
security holdings within insurance entities are treated as
non-trading risk and are largely held to back non-linked
insurance policyholder liabilities.

The other main holdings of available-for-sale assets are the
ABSs within GB&M's legacy credit business, which are treated

as non-trading risk for market risk management purposes, the
principal risk being the credit risk of the obligor.

The Group’s held-to-maturity securities are principally held
within the Insurance business. Risks of held-to-maturity assets
are treated as non-trading for risk management purposes.

Repurchase (repo) and reverse repurchase (reverse repo)
agreements non-trading

Reverse repo agreements, classified as assets, are a form of
collateralised lending. HSBC lends cash for the term of the
reverse repo in exchange for receiving collateral (normally in

the form of bonds).

Repo agreements, classified as liabilities, are the opposite of
reverse repo, allowing HSBC to obtain funding by providing
collateral to the lender.

Both transaction types are treated as non-trading risk for market
risk management and the primary risk is counterparty credit risk.

formation on the accoun

policies applied to financ

struments at fair value, see Note 13 on the Financial Statements.
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Section 5 — Market risk Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 22: Linkages between line items in the balance sheet and the income statement with
positions included in the traded market risk disclosures

Linkages between Balance Sheet Items and Market Risk Disclosures
The table below presents items reported in our Consolidated Balance Sheet that are subject to market risk, comprised of balances that are subject to
traded risk and non-traded risk measurement techniques.

As at October 31, 2014 As at October 31, 2013
Subject to market risk Subject to market risk
Main risk factors for
Consolidated Traded Non-traded  Not subject to Consolidated Traded  Mon-traded Mot subject to non-traded risk
(Canadian $ in millions) Balance Sheet risk (1) risk (2) market risk Balance Sheet risk (1) risk (2) market risk  balances
Assets Subject to Market Risk
Cash and cash equivalents 28,386 - 28,386 - 26,089 - 26,089 - Interest rate
Interest bearing deposits
with banks 6,110 930 5,180 - 6,518 1,511 5,007 - Interest rate
Securities
Trading 85,022 78,997 6,025 - 75,159 69,393 5,766 - Interest rate,
credit spread
Available-for-sale 46,966 - 46,966 - 53,710 - 53,710 - Interest rate,
credit spread
Held-to-maturity 10,344 - 10,344 - 6,032 - 6,032 - Interest rate
Other 987 - 987 - 899 - 899 - Equity
Securities borrowed or
purchased under resale
agreements 53,555 - 53,555 - 39,799 - 39,799 - Interest rate
Loans and acceptances (net of
allowance for credit losses) 303,038 - 303,038 - 279,294 - 279,294 - Interest rate,
foreign exchange
Derivative instruments 32,655 31,627 1,028 - 30,259 29,484 775 - Interest rate,
foreign exchange
Other assets 21,596 - 7,787 13,809 19,285 - 7,692 11,593  Interest rate
Total Assets 588,659 111,554 463,296 13,809 537,044 100,388 425,063 11,593
Liabilities Subject to Market Risk
Deposits 393,088 7,639 385,449 - 368,369 5,928 362,441 - Interest rate,
foreign exchange
Derivative instruments 33,657 32,310 1,347 - 31,974 31,184 790 - Interest rate,
foreign exchange
Acceptances 10,878 - 10,878 - 8,472 - 8,472 - Interest rate
Securities sold but not
yet purchased 27,348 27,348 - - 22,446 22,446 - - Interest rate
Securities lent or sold under
repurchase agreements 39,695 - 39,695 - 28,884 - 28,884 - Interest rate
Other liabilities 43,676 - 43,263 413 41,724 - 41,179 545  Interest rate
Subordinated debt 4,913 - 4,913 - 3,996 - 3,996 - Interest rate
Total Liabilities 553,255 67,297 485,545 413 505,865 59,558 445,762 545

(1) Primarily comprised of BMO's balance sheet items that are subject to the trading and underwriting risk management framewaork and fair valued through profit or loss.
(2) Primarily comprised of BMO's balance sheet items that are subject to the structural balance sheet and insurance risk management framework, or are available-for-sale securities.
Certain comparative figures have been reclassified to conform to the current year's presentation.
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Section 5 — Market risk

Recommendation 23: Provide qualitative and quantitative breakdowns of significant trading and non-trading
market risk factors that may be relevant to the bank’s portfolio beyond interest rates, foreign exchange,

commodity and equity measures

ot Market risk exposures arising from our primary business activities

CHEF billion

Business activity

Wealth Management'

Wealth Management Americas
Client deposits

Securities backed lending and mortgages

Municipal securities and closed-end
funds trading

Retail & Corporate’
Global Asset Management
Investment Bank
Investor Client Services

Fixed income, equities, foreign exchange and

commodities, securities and derivatives
Structured notes
Corporate Client Solutions
Originate to distribute loans and
CMBS origination’
Take and hold loans

Loans, structured loans, reverse repurchase

agreements and securities borrowing
Corporate Center — Core Functions'*
Centralized liquidity and funding

Global and local liquidity reserves

Mortgage and other loans
Client deposits

Hedging instruments and other derivatives

Corporate Center - Non-core and
Portfolio
Assets and derivatives considered to be
non-core
Structured notes

Counterparty CVA management®

Reclassified held for trading assets, and
corporate and asset-based lending
Total

@ Key contributor - O Less significant contributor

Balance sheet line item

Due to customers
Loans
Trading portfolio assets and liabilities

Trading portfolio assets and liabilities and
positive and negative replacement values
Financial liabilities designated at fair value

Trading portfolio assets

Loans
Financial assets designated at fair value

Debt issued and due to banks

Renirch

and reverse repurch,

Balances with central banks and
Due from banks

Financial investments available-for-sale
Trading portfolio assets

Loans

Due to customers

Positive and negative replacement values

Trading portfolio assets and liabilities and

positive and negative replacement values

Financial liabilities designated at fair value
Positive and negative replacement values

Loans

i

H
Equities

Banking book
Banking book
Trading book!

Trading book

Trading book

Banking book
Banking book

Banking book
Trading book
Banking book
Banking book
Trading book
Banking book
Banking book
Banking book

Trading book

Trading book
Banking book

Market risk type

Interest rates

(o]

o

@990 0e® O OCe

Source: UBS 2014 Annual Report, pgs 208, 221-222

Credit spreads

Foreign exchange

Commodities

Trading book market risk

RWA category
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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Other market risk exposures

QOwn credit
rr | We are exposed to changes in UBS's own credit which are
reflected in the valuation of those financial liabilities designated at
fair value, for which UBS's own credit risk would be considered by
market participants. We also estimate debit valuation adjustments
(DVA) to incorporate own credit in the valuation of derivatives.
Changes in fair value due to changes in own credit are recognized
in the income statement and therefore affect shareholders’ equity
and CET1 capital. &
-> Refer to "Note 24 Fair value measurement” in the “Financial
information” section of this report for more information on own
credit

Structural foreign exchange risk

eo7r | On consolidation, assets and liabilities held in foreign opera-
tions are translated into Swiss francs at the closing foreign ex-
change rate on the balance sheet date, and items of income and
expense are translated into Swiss francs at the average rate for
the period. The resulting foreign exchange differences are recog-
nized in Other comprehensive income and therefore affect share-
holders’ equity and Basel Ill CET1 capital.

Group Treasury employs strategies to manage this foreign cur-
rency exposure, including matched funding of assets and liabilities
and net investment hedging. 4

= Refer to the “Treasury management” section of this report for

more information on our exposure to and management of
structural foreign exchange risk

Equity investments

: eorr | Under IFRS, equity investments not in the trading
book may be classified as Financial investments available-for-sale,
Financial assets designated at fair value or investments in associ-
ates.

We make direct investrments in a variety of entities and buy
equity holdings in both listed and unlisted companies for a vanety
of purposes. This includes investments such as exchange and
clearing house memberships that are held to support our business
activities. We may also make investments in funds that we man-
age, in order to fund or “seed” them at inception, or to demon-
strate that our interests concur with those of investors. We also
buy, and are sometimes required by agreement to buy, securities
and units from funds that we have sold to clients.

The fair value of equity investments tends to be dominated by
factors specific to the individual investments. Equity investments
are generally intended to be held for the medium or long term
and may be subject to lockup agreements, For these reasons, we
generally do not control these exposures using the market risk
measures applied to trading activities. Such equity investments
are, however, subject to a different range of controls, including
pre-approval of new investments by business management and
Risk Control, portfolio and concentration lirmits, and regular mon-
itoring and reporting to senior management, They are also in-
cluded in our Group-wide statistical and stress testing metrics
which flow into our risk appetite framewerk.

As of 31 December 2014, we held equity investments totaling
CHF 1.6 billion, of which CHF 0.7 billion were classified as Finan-
cial investments available-for-sale, and CHF 0.9 billion as lnvest-
ments in associates. This was broadly unchanged from the prior
year Ak

- Refer to “Note 15 Financial investments available-for-sale” and

“Note 30 Interests in other entities” in the “Financial informa-
tion" section of this report for more information

Pension risk

We maintain a number of defined benefit pension plans for
past and current employees. The ability of each plan to meet the
projected pension payments is maintained prinaipally through in
vestments. Pension risk arises because the fair value of these plan
assets might decline, their investment returns might decrease or
the estimated value of the defined benefit obligation might in-
crease, If plan assets are insufficient to meet the projected pen-
sion payments, UBS may be required, or might choose, to make
extra contributions to the pension plans.

Under IFRS, remeasurements of the defined benefit obligation
and the fair values of the plan assets are recognized through
Other comprehensive income and therefore affect shareholders’
equity. An increase in the overall net defined benefit liability of a
pension plan (where the defined benefit obligation exceeds the
fair value of plan assets) will reduce our equity. Where the defined
benefit obligation s less than the fair value of the plan assets, the
pension plan is in a surplus position. Such surplus can only be
recognized on the balance sheet to the extent that it does not
exceed the estimated future economic benefit. Where the amount
of surplus recognized has been capped, any reduction in the esti-
mated future economic benefit will reduce equity. Changes in the
surplus, due to changes in the defined benefit obligation or fair
value of plan assets, will not affect equity until the surplus falls
below any cap

Remeasurements of the defined benefit obligations and plan
assets similarly affect our Basel Il CET1 capital on a fully applied
basis, albeit pension surpluses are not recognized

Investment policies and strategies are in place for our defined
benefit pension plans which take account of the maturity profile
of plan habilities and ensure diversified portfolios of assets are
maintained These strategies are managed by responsible gover-
nance bodies in each jurisdiction according to local laws and requ
lations.

Pension risk is included in our Group-wide statistical and stress
testing metrics which flow into our risk appetite framework. A

-» Refer to "Note 28 Pension and other post-employment benefit

plans” in the "Financial information” section of this report for
more information

are exposure
WP hold our own shares primarily to hedge employee share
and option participation plans. A smaller number are held by the
Investment Bank in connection with market-making and hedging
activities. A
- Refer to "Holding of UBS Group AG shares” in the “Capital
management” section of this report for more information

Debt inves

to1r | Debt investments classified as Financial investments
available-for-sale are measured at fair value with changes in fair
value recorded through Equity, and can broadly be categorized as
money market instruments and debt securities primarily held for
statutory, regulatory or liquidity reasons.

The risk control framework applied to debt instruments classi-
fied as Financial investments available-for-sale depends on the
nature of the instruments and the purpose for which we hold
them. Our exposures may be included in market risk limits or be
subject to specific monitoring such as interest rate sensitivity anal-
ysis. They are also included in our Group-wide statistical and stress
testing metrics which flow into our risk appetite framework

Debt instruments classified as Financial investments available-for-
sale had a fair value of CHF 56.5 billion as of 31 December 2014
compared with CHF 58.9 billion as of 31 December 2013. 44
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Section 5 — Market risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 23: Provide qualitative and quantitative breakdowns of significant trading and non-trading
market risk factors that may be relevant to the bank’s portfolio beyond interest rates, foreign exchange,

commodity and equity measures

Real Estate price risk in banking books
Real estate price risk arises from the possibility that real estate prices fluctuate. This affects both the value of real estate assets and
earnings related to real estate activities.

Governance
Real Estate is a run-off business consisting of Real Estate Development and Real Estate Investment Management activities which are
being wound down by sale of assets, strict execution of contract maturity or through portfolio sales.

Risk profile
ING Bank has two main different categories of real estate exposure on its banking books: first, the own buildings ING Bank occupies, and

second - development assets, which mostly consists of former Real Estate Development and Real Estate Investment Management activities.

ING Bank's real estate exposure in the banking books (i.e. including leverage and committed purchases) is EUR 1.8 hillion. For market
risk management purposes, the total real estate exposure amounts to EUR 1.7 billion since property from foreclosures (EUR 0.08 billion)
and third party interest (EUR 0.02 billion) are excluded.

ING Bank has EUR 0.2 billion recognised at fair value through profit and loss and EUR 1. 5 billion is recognised at cost or revalued
through equity (with impairments going through profit and loss).

A split on the real estate exposure per continent and sector based on the risk management view is shown below.

Real Estate market risk exposure in banking books (by geographic area and sector type)

2014 2013 2014 2013
Continent Sector
Europe 1,352 1993 Residential 270 325
Americas 142 145  Office 1,102 1,241
Australia 0 94  Retail 181 661
Asia 101 135 Industrial 22 144
Qther 91 115 Other M il

Source: ING 2014 Annual Report, pg 305
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Section 5 — Market risk

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 24: Provide qualitative and quantitative disclosures that describe significant market risk
measurement model limitations, assumptions, validation procedures, use of proxies, changes in risk measures
and models through time and descriptions of the reasons for back-testing exceptions

Management of risks not fully captured in models, including Risks
not in VaR (RNIVs)

The Group's risk identification process captures risks that either have
been observed to, or have the capacity to, produce material losses in
normal and stressed market conditions. To ensure risk coverage, the
range of key risks is identified following either market convention,
regulatory guidance, or the specific historical experience of the Group
and Is considered as part of the new product processes.

In some instances, the Management and Regulatory VaR model may
not appropriately measure some market risks, especially where market
moves are not directly observable via prices, the Group has policies to
ensure that add-ons are applied where risks are not captured by the
model. RNIVs refer to those key risks that are not captured, or not
adequately captured, in VaR and SVaR. RNIVs can include:

= Risks not fully captured elsewhere and/or illiquid risk factors such as
cross-risks;

Basis risks;

Higher-order risks;

Calibration parameters, for instance to model parameter uncertainty;
and

Potential losses in excess of fair valuation adjustments taken in line
with the Valuation Control Framework. Please see Note 18 in the
2014 Annual Report ‘Fair value of assets and liabilities’ for more
details on fair value adjustments.

The treatment of RNIVs follows whether the risks are considered VaR
type or non-VaR type, which depends on, and can change with, the
evolving state of financial markets:

= VaR-type RNIVs: Typically represent risks that are not well captured
in VaR, mainly because of infrastructure limitations or methodology
limitations. In this instance two metrics are calculated, a VaR RNIV
and a SVaR RNIV, using the same confidence level, capital horizon
and observation period as VaR and SVaR respectively and are
capitalised using the same multipliers as VaR and SVaR; and

Non VaR-type RNIVs: Typically represent risks which would not be
well captured by any VaR model either because it represents an event
not historically observed in the VaR time series (e.g., currency peg
break) or a market risk factor which is not seen to move frequently
(e.g. correlation). These are typically estimated using stress
scenarios. The stress methodology is calibrated equivalently to at
least 99% confidence level and a capital horizon of at least 10 days
over an appropriate observation period, depending on the liquidity of
the risk. For the purpose of regulatory capital, the capital charge is
equal to the loss arising from the stress test except when these risks
are already adequately captured elsewhere e.g. via the IRC or APR
models, which are intended to capture certain risks not adequately
covered by VaR.

For regulatory capital these RNIVs are aggregated without any
offsetting or diversification benefit.

Traded market risk control

The metrics that are used to measure market risk are controlled
through the implementation of an appropriate limit framework. Limits
are set at the total Group level, asset class level, for example, interest
rate risk, and at business level, for example, securitised products. Stress
limits and many book limits, such as foreign exchange and interest rate
sensitivity limits, are also used to control risk appetite.

Firm-wide limits are reported to the BFRC and are termed A-level limits
for total management VaR, asset class VaR, primary stress and
secondary stresses and business scenarios, These are then cascaded
down by risk managers in order to meet the firm-wide risk appetite.

Each A-level limit is set after consideration is given to revenue
generation opportunities and overall risk appetite approved by the
Board. Compliance with limits is monitored by the independent risk
functions in the trading businesses with oversight provided by Group
Market Risk.

Throughout 2014, Group Market Risk continued its ongoing
programme of conformance reviews on the trading businesses' market
risk management practices. These reviews are intended to verify the
business’s conformance with the Market Risk Control Framework and
best practices.

Traded market risk reporting

Trading businesses market risk managers produce a number of
detailed and summary market risk reports daily, weekly, fortnightly and
monthly for business and risk managers. Where relevant on a
Group-wide basis, these are sent to Group Market Risk for review and a
risk summary is presented at the Group Market Risk Committee and
the trading businesses’ various market risk committees. The overall
market risk profile is also presented to BFRC on a regular basis.

The table below shows the VaR back testing exceptions on portfolios
aligned to the Group's business in 2014. A back testing exception is
generated when a loss is greater than the VaR for a given day.

Portfolios Total exceptions Status
Equities 4 Green
Commaodities (Core) 3 Green
Foreign exchange 0 Green
Fixed income rates 2 Green
Client capital management 0 Green
Credit sub-portfolios 0 Green
Counterparty risk trading

single name trading 3 Green
Treasury 1 Green

Barclays’ Pillar 3 disclosure on market risk model limitations and back-testing
exceptions is complemented by tables and charts showing the severity of those

exceptions during the reporting period

Source: Barclays 2014 Pillar 3, pgs 143 - 145

Management of non-traded market risk

Non-traded risk measurement
Barclays uses a range of complementary technical approaches to
measure non-traded market risk

Summary of measures for non-traded market risk

o Definit

Annual earnings at  Impact on eamings of a parallel (upward or

risk downward) movermnent in interest rates.
Economic value of  Change in the present value of the banking book
equity (EVE) of a parallel (upward or downward) interest rate
shock .

Economic Capital (EC) is held to protect against
unexpected loss (in excess of expected loss)
and calculated over a one-year time horizon.

An estimate of the potential loss arising from
unfavourable market movements, if the current
positions were to be held unchanged for a set
_period of time. N
Scenario based stress testing using a vari
economic parameters to quantify the impact to
P&L and the balance sheet under various levels

Economic capital

Value at risk (VéR)

Stress testing

The risk in each business is measured and controlled using both an
Income metric (Annual Earnings at Risk) and value metrics (Economic
Value of Equity, Economic Capital and VaR).

Annual Earnings at Risk (AEaR)
AEaR measures the sensitivity of net interest income over the next
one-year period. It Is calculated as the difference between the
estimated income using the expected base rate forecast and the lowest
estimated income following a parallel increase or decrease in interest
rates (200bps), subject to a minimum Interest rate of 0%. 200bp
shocks are consistent with industry best practice and supported by
banking regulators.

The main model assumptions are:

= The balance sheet is kept at the current level, i.e. no growth is
assumed; and

» Balances are adjusted for an assumed behavioural profile. This
includes the treatment of fixed rate loans including mortgages.

AEaR is applied to the entire banking book, including the liquidity buffer
and internal trades with the trading book to hedge against interest rate
risk in the banking book exposures. The metric provides a measure of
how interest rate risk may impact the Group's earnings, providing a
simple comparison between risk and returns. The main disadvantage
of the metric fs its short-term focus, as it only measures the impact on
a position in the first 12 months. In order to counter this, the Group has
implemented additional economic value risk metrics.

See page 79 for a review of AEaR in 2014

Economic Value of Equity (EVE)

EVE calculates the change in the present value of the banking book for
a parallel upward and downward interest rate (200bps) shock. This
shock Is useful for drawing comparisons across portfolios, and is also a
requlatory reporting requirement. Note that the EVE calculation
measures sensitivity in terms of present value, while AEaR measures
Income sensitivity.

The EVE measure is applied to the entire banking book, that is, the
same coverage as AEaR, and covers the full life of transactions and
hedges ensuring the risk over the whole life of positions are considered.
The main weaknesses of this model stem from its simplicity. In
particular, It does not capture the impact of business growth or of
management actions and is based on the balance sheet as at the
reporting date.

Economic Capital (EC, for recruitment, prepayment and residual risk)
EC consistent models, based on DVaR methodologies, are used to
measure unexpected losses to a 99.98% confidence interval over a
one-year period. Within non-traded risk, this measure aims to capture
recruitment risk, prepayment risk and residual risk for banking book
products (see definitions on page 137). EC metrics typically measure
variations in economic value from specific sources of risk, for example,
prepayment risk EC for fixed rate mortgages predicts the cost of
hedging to reduce any mismatch exposure resulting from the impact of
an Interest rate shock on customer prepayment levels.

EC is used in the active management of the banking book. Limits are
set against EC metrics and breaches trigger mitigating actions to
reduce exposure to appropriate levels. EC modelling is typically applied
only to fixed rate products and the majority of variable rate and
administered rate portfolios are not subject to an EC measure

An advantage of EC is that it can calculate unexpected losses to an
appropriate degree of confidence given the nature of the risks and
covers sources of loss beyond the scope of other models (for instance,
AEaR only covers income changes over a one-year period; EVE only
considers existing business and does not include any dynamic
customer behaviour assumptions). The main weaknesses come from
necessary simplifying assumptions. In the case of models based on
statistical confidence intervals, the choice of the statistical distribution
may drive under-prediction of very extreme events (Le. the real
distribution may be fat-talled). To mitigate this, the Group continues to
improve its models using long time series of historical data to capture
the extreme effects.

See page 79 for a review of EC in 2014

Value at Risk (VaR)

VaR is an estimate of the potential loss arising from unfavourable
market movemnents, if the current positions were to be held unchanged
for a set period. For internal market risk management purposes, the
Group uses a historical simulation methodology with a two-year
equally weighted historical period, at the 95% confidence level for
banking book portfolios covered by the measure. This calculation is a
present value sensitivity while AEaR is an income sensitivity.

Daily VaR is used to measure residual interest and foreign exchange
risks within certain banking book portfolios.

Quarterly scaled VaR is used to measure risk in the Liquidity Buffer
Investment Portfolio. The calculation uses a five-year historical period,
2 95% confidence level and is scaled from daily to quarterly by an
approved constant factor

Stress testing
Stress losses are calculated for the liquidity buffer portfolio, but not
subject to controlled limits.

All non-traded market risk positions are subject to the Group’s annual
stress testing exercise where scenarios based on economic parameters
are used to determine the potential impact of the positions on results
and the balance sheet

Non-traded market risk control

Non-traded market risk Is controlled through the use of limits on many
of the above risk measures. Limits are set at the total business level and
then cascaded down. The total business level limits are owned by the
BCROs, while the overall Group AEaR limit is agreed with Group Market
Risk and approved by the FRC. C. e with limits is monitored by
the respective business market risk team with oversight provided by
Group Market Risk

Businesses manage their interest rate risk exposures by transferring
this risk to Group Treasury, who will then mitigate this risk using
external markets if appropriate to keep the overall exposure within the
agreed risk appetite. Group policy prevents non-trading businesses to
run trading books; this is only permitted for the Investment Bank,
Group Treasury, Barclays Non-Core and Africa Banking.
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Section 5 — Market risk Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 24: Provide qualitative and quantitative disclosures that describe significant market risk
measurement model limitations, assumptions, validation procedures, use of proxies, changes in risk measures
and models through time and descriptions of the reasons for back-testing exceptions

The table below shows regulatory back-testing exceptions for a period of 250 days for 1-day 99% traded regulatory VaR vs. Clean and Hypo P&L for the

Historical VaR and RBS's implementation of this risk

*  When RBS uses ten-day risk factor changes in the calculation of the

gulatory VaR, the ten-day periods overiap, which can introduce an legal entities approved by the PRA and De Nederlandsche Bank. i
methodology have a number of known limitati as d lation bias in the 99% confidence level VaR statistic. The Descriptior status
below, and VaR should be interpreted in light of these. RBS's analysis performed has shown the bias to be small and acceptable The Royal Bank of Scotland plc Green
approach is to supplement VaR with other risk metrics that address for a ten-day period. National Westminster Bank Plc Green
these limitations to ensure appropriate coverage of all material X 2o " RBS Securities Inc (RBSSI) Green
market risks. The‘VaR of trading p g 5 at the close of b o RBS Financial Products Inc — - Green

Positions may change during the course of the trading The Royal Bank of Scotland N.V. 1 X Greon

Historical simulation VaR may not provide the best estimate of future
market movements, It can only provide a forecast of portfolio losses
based on events that occurred in the past. The RBS model uses the
previous two years of data; this period represents a balance

b model 1o recent shocks and risk factor data
coverage.

The use of a 99% confidence level VaR statistic does not provide
information about losses beyond this level, usually referred to as
‘tail’ risks. These risks are more appropriately assessed using
measures such as Stressed VaR and stress testing.

The use of a one-day time horizon does not fully capture the profit
and loss implications of positions that cannot be liquidated or
hedged within one day. This may not fully reflect market risk at times
of severe illiquidity in the market when a one-day period may be
insufficient to liquidate or hedge p fully. Thus, the regulatory
VaR that is used for modelled market risk capital uses a ten-day
time horizon.

A dedicated model-testing team in Market Risk works with the risk

day and so intra-day price volatility and trading may not be cap
by the model.

The data used in the model are collected from global sources. For
some sources, local end-of-day, rather than London end-of-day,
data may be used, resulting in a timing mismatch. This timing
mismatch is more material for 1-day return periods than for 10-day
periods (which are used for capi ion purp ) as the lap:
are inherently smaller across shorter periods. When deciding
whether or not to use local end-of-day timing, the internal model
review committee balances the principle of aligning the treatment of
positions and their associated hedges against the goal of using
London end-of-day timing consistently.

Risk factors relevant to a specific portfolio may be omitted, due to a
lack of reliable data, or the use of proxy risk factors, for example.
RBS has developed the RNIV f rk to address these issues.

There are two types of profit and loss (P&L) used in back-testing
comparisons: Clean P&L and Hypothetical (Hypo) P&L.

Key points

*  Statistically RBS would expect to see back-testing exceptions 1% of
the time over a one-year period. From a capital requirement

. the PRA a fim's VaR model as green,

amber or red. A green model status is consistent with a satisfactory
VaR model and is achieved for models that have four or fewer
exceplions in a continuous 12 month period. RBS's VaR model has
maintained a green status for its regulated legal entities and hence
has considered that no action is required to rectify or adapt its VaR
models.

*  The exception at the RBSSI level resulted from losses in the US
Credit business relating to the mining and chemical sectors and from
losses on inflation securities.

The exceptions at the NatWest level were driven by: the re-marking
in August of certain inflation products following independent price
verification; losses on euro and sterling positions as foreign
exchange spot rates moved significantly in September; and a one-
day delay in booking by a trader in September.

The exception at the RBS N.V. level in December was primarily
driven by the unwinding of a Brazilian fund.

The table below shows internal back-testing exceptions for a period of 250 days for 1-day 99% traded internal VaR vs. Clean and Hypo P&L for major

CIB businesses.

Back-testing excepions

managers to: escription Actusl Hypo
*  Test the accuracy of the valuation methods used in the VaR model The Clean P&L for a particular business day is the firm’s actual P&L Credit 1 1
on appropriately chosen test portfolios and trades; that day in respect of the trading activities within the scope of the fin Currencies — 2
regulatory VaR model, including any intraday activities, adjusted by CiB ROR 1 2
*  Apply in-house models to perform advanced internal back-testing to stripping out: Note: »
complement the regulatory back-testing; ) :::. ::::s: r:lmn;mn: :’o-h ;: :i:m .ol back-lesting has been revised to bring it in line with the new RBS business hierarchy eflective 3 February 2014. Back-lesting exceptions for these
*  Fees and commissions;
. Key points The in the Ci in the normal

Identify risks not adequately captured in VaR, and ensure that such
risks are addressed via the RNIV framework (refer to page 309);

Identify any model weaknesses or scope limitations and their
impact; and

Identify and give early warning of any market or portfolio weakness
that may become significant.

In addition, independent VaR model reviews are carried out by Model
Risk (as detailed on page 315).

As well as being an imp:

market risk m and control tool,

*  Brokerage:

*  Additions to, and releases from, reserves that are not directly r
to market risk; and

*  Any Day 1 P&L exceeding an amount of £500,000 (per transac

The Hypo PA&L reflects the firm's Clean P&L excluding any intra-day
activities,

A portfolio is said to produce a back-testing exception when the Cle
Hypo P&L exceeds the VaR level on a given day. Such an event m:

*  Asnoted above, statistically RBS would expect to see back-testing
exceptions 1% of the time over a one-year period. At RBS pic level,
there was one exception during 2014, confirming that the model was
satisfactory

*  The top-level businesses presented in the table above are subject to
quarterly governance by the PRA. For some of these businesses,
exceptions were noted during 2014 and analysis conducted as
explained below.

course of business and were mainly due to market moves adversely
affecting spot and volatility foreign exchange positions in the
business.

The ptions in the Credit b mainly occurred due to CDS
spread tightening adversely affecting the overall short position.

CIB RoR experienced one actual and two hypothetical exceptions
during 2014. All exceptions were due to fair value differences on the
execution of a risk migration trade.

The table below analyses internal VaR for RBS's trading portfolios, segregated by type of market risk exposure, and split between CIB and RCR or Non-

the VaR model is also used to d a significant P of the caused by a large market movement or may highlight issues such a Core,
market risk capital requirement (refer to page 311 for more information on missing risk factors or inappropriate time series. Any such issues P ::" gt
calculation of capital requirements). Therefore, it is subject to not only identified are analysed and addressed through taking appropri &m om £m
ongoing internal review and validation but also regulator-p d back- iation or d pment action. RBS monitors both Clean and + Interest rate 174 16.9 398 108 62.€
testing. back-testing exceptions. Credit spread 23.1 14.2 428 134 f 14
Currency 4.7 55 9.7 1.0 £
VaR back ) Regulatory back-testing is performed and reported on a daily basis | Equity 3.0 37 6.5 1.2 e )
The main approach employed to assess the ongoing model performance legal entities and major b portfolios. Fi ise-level market Commodity 06 04 25 0.3 )
is back-testing, which counts the number of days when a loss exceeds teams also perform back-testing at the lower levels as part of the inl Diversification (1) (18.2)
the ponding daily VaR esti m d at a 99% confidence ongoing VaR model validation. Total 278 225 58.2 171 ) 1
level.
The back-testing described above primarily applies to CIB and RCR ciB 26.3 213 48.8 155 4.6 1
models, which are approved by the regulators. However, where RCR 4.5 30 16.2 26 1 r
Non-Core na na na na 11

appropriate, back-testing is also performed for other portfolios that
not subject to regulatory approval.

Source: RBS 2014 Annual Report, pgs 304-308

Note:
{1) RBS banefits from dwersication as it reduces risk by allocating positions.

across various Snancial instrument types. currencies and markets. The extent of the diversification benefit depends on the

correlation between the assets and fisk lactors in the portiolio af a paricuiar time. The diversification facior is the sum of the VaR on indvidual risk types less the fotal portiobo VaR.



Section 5 — Market risk Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 25: Describe market risk management techniques beyond VaR, such as stress tests, etc.

Market risk Market risk measures for other FVTPL positions - Assets and liabilities of RBC Insurance

We offer a range of insurance products to clients and hold investments to meet the future obligations to policyholders. The investments which

etk e delined o be he moact ol mBrk pacas Unon tha finsnciat zondition of he firn bl nctides potential sains ot losses duete support actuarial liabilities are predominantly fixed income assets designated as at FVTPL. Consequently changes in the fair values of these
ch i akel o S P: A siches p ':les credit spreads, equlty prices cc;mmodity ri:es forei ngxcha" s assets are recorded in investment income in the consolidated statements of income and are largely offset by changes in the fair value of the
implied volatilities. % P! » &g P! * P 2 8! 8 actuarial liabilities, the impact of which is reflected in insurance policyholder benefits and claims. As at October 31, 2014, we had liabilities in

respect to insurance obligations of $8.6 billion and trading securities of $6.8 billion in support of the liabilities.

The measures of financial condition impacted by market risk, and ways in which market risk manifests itself, are as follows:

- . . . - Market risk controls — Structural Interest Rate Risk (SIRR) Positions (1)
1. Positions whose revaluation gains and losses are reported in Revenue, which includes:

’ . 2 i X ¢ - The asset/liability mismatch of positions not marked-to-market is referred to as SIRR and is subject to a separate set of limits and controls.
Ch the f: I f inst ts cl fied or d: ted t f lue th h profit and | VTPL),
a) ANges MBI ySine oINS NS (a5 Nec of Bevgnamc asalinmrvakse (Moagh prostanc lass ( ) The Board of Directors approves the overall risk appetite for SIRR, and Asset Liability Committee (ALCO) along with GRM provide oversight for
b) Impairment on available-for-sale (AFS) securities, and i 3 o o = P B B
¢) Hedge ineffectiveness. this risk through risk policies, limits, and operating standards. In addition, interest rate risk reports are reviewed regularly by GRM, ALCO, the

Group Risk Committee, the Risk Committee of the Board and the Board of Directors.
2. CET1 capital, which includes:

a) Allof the above, plus

2 A 32 4 z Pl (1) SIRR positions include impact of derivatives in hedge accounting relationships and AFS securities used for interest rate risk management.
b) Changes in the fair value of AFS securities where revaluation gains and losses are reported as other comprehensive income,
hanges in the Canadian dollar value of investments in foreign subsidiaries, net of h y ign exchange translation, " " .
o) gn: ges e Canadian dolla €0 est s in foreign subsidiaries, net of hedges, due to foreign exchange translatio Structural | Rate Risk
d) Remeasurements of employee benefit plans. SIRR measures include the impact of interest rate changes to both one year's net interest income and the instantaneous impact to economic

value of equity. These measures are reported on a weekly basis and are subject to limits and controls set by ALCO and GRM.

3. CET1 Ratio, which includes: We further supplement our assessment by measuring interest rate risk for a range of dynamic and static market scenarios. Dynamic

a) Allof the above, plus

fireges > . . . cenarios simulate ouri tincome in response to various combinations of business and market factors. Business factors include
b)  Changes in risk-weighted assets (RWA) resulting from changes in traded market risk factors, and assumptions about future pricing strategies and volume and mix of new busmess whereas market factors include assumed cha nges in
¢) Changes in the Canadian dollar value of RWA due to foreign exchange translation. interest rate levels and changes in the shape of the yield curve. Static sc PP dy . ios and are employed for
4. The economic value of the bank, which includes: assessing the risks to the value of equity and net interest income.
a) Points 1 and 2 above, plus As part of our monitoring process, the effectiveness of our interest rate risk mitigation activity is assessed on value and earnings bases,
b) Changes in the value of other non-trading positions whose value is a function of market risk factors. and model assumptions are validated against actual client behavior.
Market risk controls - FVTPL positions Market risk measures — Structural Interest Rate Positions
As an element of the Enterprise Risk Appetite Framework, the Board of Directors approves the overall market risk constraints for RBC. GRM The following table provides the potential before-tax impact of an immediate and sustained 100 bps and 200 bps increase or decrease in interest
creates and manages the control structure for FVTPL positions that ensures that business is conducted consistent with Board requirements. rates on net interest income and economic value of equity of our non-trading portfolio, assuming that no further hedging is undertaken. These

The Market and Trading Credit Risk function within GRM is responsible for creating and managing the controls and governance procedures
that ensure that risk taken is consistent with risk appetite constraints set by the Board. These controls include limits on:
1) Market risk positions;

measures are based upon assumptions made by senior management and validated by empirical research. All interest rate risk measures are based
upon interest rate exposures at a specific time and continuously change as a result of business activities and our risk management actions.
Over the course of 2014, our interest rate risk exposure was within our target level.

) Probabilistic measures of potential loss such as Value-at-Risk and S d Value-at-Risk defined below, and;
3) Scenar!o based slress tests which utilize both actual historical market scenarios such as the global financial crisis of 2008 and ) ) )
ical sc designed to be more forward looking. These stress tests apply severe and long duration stresses to market SRR s et L Tabia35
variables. 2014 2013 2012
Market Risk Positions - are measures of potential loss due to changes in market variables. E ic value of equity risk MNet interest income risk (2) & . g .
conomic conomic

Valuo-a(-!lsk (VaR)-isa istical of p ial loss for a financial portfolio computed at a given level of confidence and over a Canadian  U.5. dollar Canadian  U.S. dollar valueof  Net interest valueof  Metinterast

fined holding period. We VaR at the 99" percentile confidence level for price movements over a 1 day holding period using (Millions of Canadian dollars) dollar impact  impact (1) Total  dollarimpact impact(1)  Total equityrisk income risk (7)  equity risk income risk (2)
historic simulation of the last two years of equally weighted historic market data. These calculations are updated daily with current risk Before-tax impact of:
positions with the exception of CVA and certain other positions which are updated weekly. 100bps increase in rates  $ (910) § 6 $(916) § 402 S 12 $ 414 $ (540) $ 391§ (497) § 397
Stressed Value-at-Risk (SVaR) - is calculated in an identical manner as VaR with the exception that it is computed using a fixed historical 100bps decrease in rates 755 (1) 754 (346) (2)  (348) 446 (303) 405 (322)
one year period of extreme volatility and its inverse rather than the most recent two year history. The stress period used is the interval from Before-tax impact of:
September 2008 through August 2009. Stressed VaR is calculated weekly for all portfolios. 200bps increase 1!1 rates (1,893) (17) (1,910) 736 27 763 (1,160) 758 (1,005) 842
VaR and SVaR are statistical estimates based on historical market data and should be interpreted with k ledge of their limi - 200bps decrease in rates L2563 DLz LLED) B) @34) 792 (598) CER 70)
which include the following: - This table represents an integral part of our 2014 Annual Consclidated Financial Statements.

2 an " . ‘ (1) Represents the impact on the non-trading ponfolios held in our L5, banking operations.
. \C/::. :::1:‘:::; will not be predictive of future losses if the realized market movements differ significantly from the periods used to () Represents the 12-month Nel interest income exposure 1o an instantaneous and sustaied shift in interest rtes.
. :?:g::‘: .:Zap': :::j]:d potential losses over a one day holding period and do not project potential losses for risk positions held over Market risk for other {al non-trading portfolios
*  VaRand SVaR are measured using positions at close of business and do not include the impact of trading activity over the course of a Non-trading foreign exchange rate risk
day. Foreign exchange rate risk is the potential adverse impact on earnings and economic value due to changes in foreign currency rates, Our
. . . revenue, exp and income d i d in currencies other than the Canadian dollar are subject to fluctuations as a result of changes in

We validate our VaR and SVaR measures through a variety of means - including subjecting the models to vetting and validation by a group the value of the Canadian dollar relative to the average value of those currencies. Our most significant exposure is to the U.S. dollar

independent of the model developers and by back-testing the VaR against daily marked-to-market revenue to identify and examine events

f n n h fi h n
S Wikl achunl oo I radlog vl DEea e Vall Do IGhE. due to our level o operanuns in the U.S., and other activities conducted in .S, dollars. Other significant exposures are to the British pound

and the Euro due to our activities conducted internationally in these currencies. A strengthening or weakening of the Canadian dollar

Stress Tests - Our market risk stress testing program is used to identify and control risk due to large changes in market prices and rates. compared to the U.S. dollar, British pound and the Euro could reduce or increase, as applicable, the translated value of our foreign currency

We conduct stress testing daily on positions that are marked-to-market. The stress tests simulate both historical and hypothetical events denominated revenue, expenses and eamings and could have a significant effect on the results of our operations. We are also exposed to

which are severe and long term in duration. Historical sc ios are taken from actual market events over the last 30 years and range in foreign exchange rate risk arising from our i t ts in foreign operati For un-hedged equity investments, when the Canadian dollar

duration up to 90 days. Examples include the equlty market crash of 1987 and the global financial crisis of 2008. Hypothetical stenados appreciates against other currencies, the unrealized translation losses on net foreign investments decreases our shareholders’ equity

are designed to be f i looking at p | future market stresses, and are designed to be severe but pl We are hrough the other components of equity and decreases the translated value of the RWA of the foreign currency-denominated operations. The
luating and refining these scenarios as market conditions change. Stress results are calculated ing an i luati reverse is true when the Canadian dollar depreciates against other currencies. Consequently, we consider these impacts in selecting an

of our positions with no management action. appropriate level of our investments in foreign operations to be hedged.

These measures are computed on all positions that are FVTPL for financial reporting purposes, with the exception of those in a designated

hedging relationship and those in our insurance businesses. Our overall trading and non-trading market risk objectives, policies and methodologies have not changed significantly from 2013.
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Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26a: Summarize credit risk profile, including significant credit risk concentrations including
a quantitative summary of aggregate credit risk exposures that reconciles to the balance sheet (1 of 2)

Credit risk

(Unaudited)

Credit risk is the risk of financial loss if a
customer or counterparty fails to meet an
obligation under a contract. It arises principally
from direct lending, trade finance and leasing
business, but also from other products such

as guarantees and credit derivatives and from
holding assets in the form of debt securities.

There were no material changes to our policies and
practices for the management of credit risk in 2014.

A summary of our current policies and practices regarding credit
risk is provided in the Appendix to Risk on page 204.

Our maximum exposure to credit risk is presented on
page 131 and credit quality on page 133. While credit
risk arises across most of our balance sheet, losses have
typically been incurred on loans and advances and
securitisation exposures and other structured products.
As a result, our disclosures focus primarily on these two
areas.

This year we have redesigned the ‘Credit risk’ section in
order to enhance clarity and reduce duplication. It now
begins with a summary of credit risk followed by an
overview of our gross exposures. We describe various
measures of credit quality such as past due status,
impaired loans and renegotiated loans before analysing
impairment allowances. There are specific sections on
wholesale lending and personal lending where additional
detail is provided and we cover areas of particular focus
such as our exposure to commercial real estate in
wholesale lending and our Consumer and Mortgage
Lending (‘CML’) portfolio in personal lending. This is
followed by a section describing our securitisation
exposures and other structured products. Information
on our exposures to oil and gas, Russia and Greece is
provided in ‘Areas of special interest’ on page 126.

Following the change in balance sheet presentation
explained on page 347, non-trading reverse repos are
shown separately on the balance sheet and are no longer
included in ‘Loans and advances to customers’ and
‘Loans and advances to banks’. Comparative data have
been re-presented accordingly. As a result, any analysis
that references loans and advances to customers or
banks excludes non-trading reverse repos. The amount
of the non-trading reverse repos to customers and banks
is set out on page 151.

Loan impairment charges, loan impairment allowances
and impaired loans all reduced compared with 2013.

Gross loans and advances decreased by US$28bn
which included adverse foreign exchange movements
of USS51bn; excluding these movements customer
lending grew in 2014.

The commentary that follows is on a constant currency
basis, whilst tables are presented on a reported basis.

Summary of credit risk

(Unaudited)
2014 2013 Page
USSbhn UsShn
At year-end
Maximum exposure to
credit risk 3133 3112 131
Gross loans and advances®
— personal lending 393 411 132
— wholesale lending _ 76 716 132
Total 1,099 1,127 132
Impaired loans
— personal lending 15 19 137
— wholesale lending 14 18 137
Total 29 37 137
Impaired loans as a % of
gross loans and advances
— personal lending 3.9% 4.6%
— wholesale lending 2.0% 2.5%
— total 2.7% 3.3%
Ussbn usshn
Impairment allowances
— personal lending 4.6 6.6 143
— wholesale lending 7.8 8.6 143
Total 12.4 15.2 143
— —
Loans and advances net of
impairment allowances! 1,087 1,112
For year ended 31 December
Loan impairment charge
— personal lending 1.8 31 141
— wholesale lending 2.3 2.9 141

Total 4.1 6.0 141
For footnote, see page 202.
See page 158 for further details in respect of the constant

currency reconciliation. For an analysis of loans and advances by
country see page 160.

Wholesale gross loans and advances increased by
USS21bn. Asia grew by USS16bn and North America by
US$10bn with more modest levels of growth in the
Middle East and North Africa and Latin America. This
was offset by a decrease of USS$15bn in Europe. Loan
impairment charges were lower in 2014 as we continued
to benefit from the improvement in various economies
and the low interest rate environment.

Personal lending balances, excluding the planned US
CML portfolio run off, grew by US$7.7bn. This was
primarily driven by increased mortgage and other
lending in Asia and growth in the mortgage portfolio in
both North America and Latin America. The growth was
partially offset by lower lending balances in Europe due
to repayments on the mortgage and credit card portfolio
in the UK. The CML portfolio declined by a further
USS$5.7bn during the year. Loan impairment charges
were down as a result of improvements in the US
housing market and the continued run-off of the CML
portfolio.

Source: HSBC 2014 Annual Report, pgs 129-131

Gross loans to customers and banks over five years® (USSbn)
(Unaudited)

M Impaired 15 18 14
15 15 e

Not impaired —

620 647 666 638 692
303 357 391 392 378

2010 2011 ‘ 2012 2013| 2014 2010‘ 2011 2012 | 2013 ‘ 2014

Persanal Wholesale

Loan impairment charge over five years (USShn)
(Unaudited)

11.2
9.3

5.4

20102011 2012 2013 | 2014 | 2010 | 2011 | 2012 | 2013 | 2014

Personal Wholesale

Loan impairment charges by geographical region (USShn)
(Unaudited)

2013 m2014 26
2.0
17
12
11
0.6
0.5
I
Europe Asia MENA North Latin
America America
Loan impairment charges by industry (USSbn)
(Unaudited)
2013 W2014
25
22
1.9 2.0
0.6 0.8
03
T — -
(0.1) 0.1)
First lien Other Commercial Other Financial
residential personal real corporate
mortgages lending estate commercial

Loan impairment allowances over five years
(Unaudited)
Loan impairment allowances (US$bn)
e | 02N impairment allowances as a % of impaired loans

55%
53% 51% 53% 4go.

3

3% 7% 35w 3% g0

123 98 82 66 46 79 79 80 86 78

Credit exposure

Maximum exposure to credit risk

(Audited)

The table on page 131 provides information on balance
sheet items, offsets and loan and other credit-related
commitments. Commentary on balance sheet
movements is provided on page 58. The offset on
derivatives increased in line with the increase in
maximum exposure amounts.

The offset on corporate and commercial loans to
customers decreased by US$31bn. This reduction was in
the UK where a small number of clients benefit from the
use of net interest arrangements across their overdraft
and deposit positions. During the year, as we aligned our
approach in our Payments and Cash Management
business to be more globally consistent, many of these
clients increased the frequency with which they settled
these balances thereby reducing the amount of offset
available.

‘Maximum exposure to credit risk’ table (page 131)

The table presents our maximum exposure to credit risk from
balance sheet and off-balance sheet financial instruments
before taking account of any collateral held or other credit
enhancements (unless such enhancements meet accounting
offsetting requirements). For financial assets recognised on
the balance sheet, the maximum exposure to credit risk equals
their carrying amount; for financial guarantees and similar
contracts granted, it is the maximum amount that we would
have to pay if the guarantees were called upon. For loan
commitments and other credit-related commitments, it is
generally the full amount of the committed facilities.

The offset in the table relates to amounts where there isa
legally enforceable right of offset in the event of counterparty
default and where, as a result, there is a net exposure for credit
risk purposes. However, as there is no intention to settle these
balances on a net basis under normal circumstances, they do
nat qualify for net presentation for accounting purposes.

In the case of derivatives the offset column also includes
collateral received in cash and other financial assets.

Other credit risk mitigants

While not disclosed as an offset in the ‘Maximum
exposure to credit risk’ table, other arrangements are in
place which reduce our maximum exposure to credit risk.
These include a charge over collateral over borrowers’
specific assets such as residential properties. Other
credit risk mitigants include short positions in securities
and financial assets held as part of linked insurance/
investment contracts where the risk is predominantly
borne by the policyholder. In addition, we hold collateral
in the form of financial instruments that are not
recognised on the balance sheet.

See Note 32 and from page 147 and page 156 respectively on

inancial Statements for furth ils on collateral in

respect of certain loans and advances and vatives
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Recommendation 26a: Summarize credit risk profile, including significant credit risk concentrations including
a quantitative summary of aggregate credit risk exposures that reconciles to the balance sheet (2 of 2)

Maximum exposure to credit risk
(Audited)

2014 2013
Maximum Maximum
exposure Offset Net exposure Offset Net
Ussm Ussm Ussm ussm ussm ussm
Cash and balances at central banks 129,957 - 129,957 166,599 - 166,599
Items in the course of collection from other banks 4,927 - 4,927 6,021 — 6,021
Hong Kong Government certificates of indebtedness 27,674 - 27,674 25,220 - 25,220
Trading assets 228,944 - 228,944 239,301 (1,777) 237,524
— Treasury and other eligible bills 16,170 - 16,170 21,584 - 21,584
— debt securities 141,532 = 141,532 141,644 - 141,644
—loans and advances to banks 27,581 - 27,581 27,885 - 27,885
—loans and advances to customers 43,661 - 43,661 48,188 (1,777) 46,411
Financial assets designated at fair value 9,031 = 9,031 12,719 — 12,719
— Treasury and other eligible bills 56 - 56 50 - 50
—debt securities 8,891 - 8,891 12,589 - 12,589
—loans and advances to banks 84 = 84 76 - 76
—loans and advances to customers = = = 4 - 4
Derivatives 345,008 (313,300) 31,708 282,265 (252,344) 29,921
Loans and advances to customers held at
amortised cost* 974,660 (67,004) 907,566 992,089 (96,726) 895,363
— personal 388,954 (4,412) 384,542 404,126 (1,348) 402,778
— corporate and commercial 535,184 (59,197) 475,987 537,922 (90,215) 447,707
— financial (non-bank financial institutions) 50,522 (3,485) 47,037 50,041 (5.163) 44,878
Loans and advances to banks held at
amortised cost* 112,149 (258) 111,801 120,046 (587) 119,459
Reverse repurchase agreements — non-trading 161,713 (5,750) 155,963 179,690 (22,267) 157,423
Financial investments 404,773 - 404,773 416,785 - 416,785
— Treasury and other similar bills [ 81,517 = 81,517 78,111 - 78,111
— debt securities | 323,256 = | 323,256 338,674 - 338,674
Other assets 35,264 - 35,264 37,324 (22) 37,302
— assets held for sale 1,375 - | 1,375 3,306 (22) 3,284
— endorsements and acceptances 10,775 - | 10,775 11,624 - 11,624
— other 23,114 | 23,114 22,394 - 22,394
Financial guarantees and similar contracts® 47,078 - 47,078 46,300 - 46,300
Loan and other credit-related commitments? 651,380 - 651,380 587,603 - 587,603
At 31 December 3,132,558 (386,402) 2,746,156 3,111,962 (373,723) 2,738,239
For footnotes, see page 202.
Loan and other credit-related commitments?
(Unaudited)
North Latin
Europe Asia* MENA America America Total
UsSm UsSm UsSm UsSm ussm ussm
Personal 86,247 96,497 2,995 15,636 11,679 213,054
Corporate and commercial 98,045 138,366 20,141 102,911 17,540 377,003
Financial® 26,605 9,355 711 23,559 1,093 61,323
At 31 December 2014 210,897 244,218 23,847 142,106 30,312 651,380
Personal 92,148 74,445 2,940 15,647 9,774 194,954
Corporate and commercial 91,895 120,084 19,045 92,837 21,956 345,817
Financial® 18,930 8,477 705 17,478 1242 46,832
At 31 December 2013 202,973 203,006 22,690 125,962 32,972 587,603

Concentration of exposure
(Unaudited)

edit risk ar ribed in the Appendix to

1 page 206,

The geographical diversification of our lending portfolio
and our broad range of global businesses and products
ensured that we did not overly depend on a few markets
to generate growth in 2014. This diversification also
supported our strategy for growth in faster-growing
markets and those with international connectivity.

Financial investments

Our holdings of available-for-sale government and
government agency debt securities, corporate debt
securities, ABSs and other securities were spread across
a wide range of issuers and geographical regions in 2014,
with 15% invested in securities issued by banks and
other financial institutions and 72% in government or
government agency debt securities. We also held assets
backing insurance and investment contracts.

ents, see Note 18 on the

Trading assets

Trading securities remained the largest concentration
within trading assets at 77% compared with 75% in 2013.
The largest concentration within the trading securities

portfolio was in government and government agency debt
securities. We had significant exposures to US Treasury
and government agency debt securities (US$26bn)

and UK (US$9.3bn) and Hong Kong (US$6.9bn)
government debt securities.

For an ar

Note 12 ¢
Note 12 ¢

Derivatives

Derivative assets were US$345bn at 31 December 2014
(2013: USS282bn). Details of derivative amounts cleared
through an exchange, central counterparty and non-
central counterparty are shown on page 150.

and Note

Loans and advances to customers

The following tables analyse loans and advances to
customers by industry sector and by the location of the
principal operations of the lending subsidiary or, in the
case of the operations of The Hongkong and Shanghai
Banking Corporation, HSBC Bank, HSBC Bank Middle East
Limited ("HSBC Bank Middle East’) and HSBC Bank USA,
by the location of the lending branch. The distribution of
loans across geographical regions and industries
remained similar to last year.

For an an

Gross loans and advances to customers by industry sector and by geographical region

(Audited)

Asa%
North Latin of total
Europe Asia* MENA America America Total gross
Ussm Ussm ussm ussSm ussm Ussm loans
Personal 178,531 129,515 6,571 65,400 13,537 393,554 39.9
—first lien residential mortgages® [ 131,000 | 93,147 2,647 || 55,577 | 4,153 286,524 || 29.0
— other personal’ | 47,531 | 36,368 3,924 || 9,823 | 9,384 107,030 | | 10.9
Corporate and commercial 210,585 220,799 20,588 57,862 30,722 540,556 54.8
— manufacturing 39,456 | 37,767 2,413 15,299 | 12,051 106,986 10.9
— international trade and services 76,629 | 72,814 9,675 13,484 ‘ 8,189 180,791 18.3
— commercial real estate 28,187 | 35,678 579 6,558 ‘ 2,291 73,293 7.4
— other property-related 7,126 | 34,379 1,667 8,934 ‘ 281 52,387 5.3
— government 2,264 | 1,195 1,552 164 | 968 5,143 0.6
— other commercial® 56,923 | 38,966 4,702 13,423 | 6,942 120,956 12.3
Financial 23,103 13,997 3,201 9,034 1,393 50,818 5.1
— non-bank financial institutions [ 21,867 | 13,410 3,289 || 9,034 | 1,199 48,799 || 4.9
— settlement accounts | 1,236 | 587 2 - 194 2,019 || 0.2
Asset-backed securities reclassified 1,938 - - 131 - 2,069 0.2

Total gross loans and advances to
customers at 31 December 2014 (A) 414,157 364,311 30,450 132,427 45,652 986,997 100.0
Percentage of A by geographical region 42.0% 36.9% 3.1% 13.4% 4.6% 100.0% -

HSBC provides a high level summary of its overall credit risk profile with clear linkages to more in-depth disclosures available elsewhere

Source: HSBC 2014 Annual Report, pgs 132-133
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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26a: Summarize credit risk profile, including significant credit risk concentrations including
a quantitative summary of aggregate credit risk exposures that reconciles to the balance sheet (1 of 3)

Credit risk

The table below details CRA by sector and geographical region for the wholesale portfolio. Sectors are based on RBS’s sector concentration framework
Geographical region is based on the location of the customer’s operations (or, in the case of individuals, location of residence)

2014

Banks

Other financial institutions
Sovereign (2)

Property

Natural resources
Manutacturing

Transport (3)

Retail and leisure
Telecoms, media and technology
Business services

Banks

Other financial institutions
Sovereign (2)

Property

Natural resources

Manufacturing

Transport (3)

Retail and leisure

Telecoms, media and technology
Business services

(‘:lK

&m
3,131
24,430
45,308
44,401
7,825
10,094
10,750
15,539
3,009
16,255

180,832

Western
Eurcpe

{excl. UK)

em
26,520
10,635
6,854
11,858
4,030
4812
4,206
3.221
1,964
2182

76262

North
Amerca
£m
4,108
9.261
27.162
6,846
7,070
7.218
4,251
5736
3,923
6.252

81,823

Asia
Pacific
em
5,599
3312
2,049
1,035
3322
2,332
1,583
694
1,245
531

21,702

Lawn
Amenca
£m
700
1,329
22
254
228
62
233
47

5
1.224

4,104

Other (1
£m
1,511
955
969
587
2,135
922
8,471
447
273
304

16,574

Total excluding ACR
&m £

41,567
49,922
82,364
64,981
24610
25,438
26,494
25,684
10,509
26,748
381,317

RBS
m
39,687
48,216
81,828
50,160
21,700

351,870

HCR
£m

1,880
1,706
536
14,821
2910
545

1,828
290
1,027
29,447

Banks
Other financial institutions
Sovereign (2)

Property

Natural resources

Manufacturing

Transport (3)

Retail and leisure

Telecoms, media and technology
Business services

Notes.

ciudes cash held at cantral banks.

and managarmant of thase portolos.

omprises Central and Eastern Europe, the Midde East. Central Asia and Africa, and supranationais such as the Word Bank

xcludes net imvestment in operating leases in shipping and aviation portfolios as they are accourted for as property, plant and equipment. However, aperating leases are inckxded in the moritoring

Key points*

The revised RBS strategy and the creation of RCR as well as the general
economic environment had a direct impact on the portfolios during the
year, with the following key trends cbserved:

®  The banking sector was one of the largest in the portfolio with
exposure totalling £41.6 billion. Exposures were well diversified
geographically and limits are controlled through a combination of the
single name concentration framework, credit policies and country
limits. Overall exposure did not change materially, with the decrease
in Asia Pacific (largely driven by a reduction in lending in China)
partially offset by increases in North America, Western Europe and
the UK. Derivatives continued to generate the largest exposure for
banks (70% of credit risk assets in the banks sector).

*  Exposures to a range of financial companies, the largest of which
were funds (26% - 25% in 2013), securitisation vehicles (19% - 22%
in 2013), finance companies (17% - 14% in 2013) and financial
intermediaries (16% - unchanged from 2013) including broker
dealers and central counterparties (CCPs). The non-RCR other
financial institutions exposure increased by 10% in 2014 driven by
increased exposures to securitisation vehicles and finance
companies. Product-based sub-limits were in place to ensure that
exposure remained within appetite.

®  Atthe year end, the total exposure to CCPs was £5.4 billion (2013 -
£4.1 billion) as regulatory initiatives encouraged the wider use of
CCPs for clearing over-the-counter derivatives.

®  The sovereign portfolio comprised exposures to central banks,
central governments and sub-sovereigns such as local authorities,
primarily in the UK, US and Western Europe. Exposures to central
banks were £75.3 billion at the year end, a reduction of 6% from
2013 driven by fluctuations in RBS Treasury activities.

®  The majority of property exposure was CRE related in Ireland and
the UK (refer to the CRE section on page 251 for further details).
The remainder comprised lending to construction companies and
building materials groups, which decreased by 5% (following a 15%
reduction in 2013), and housing associations, which increased by
14% (2013 - 12%) and contributed to an improvement in the credit
quality of the property portfolio. 23% of total property exposure was
in RCR and the run-down of RCR property exposure contributed
significantly to the improvement of portfolio asset quality. The CIB
and CPB franchises accounted for 75% of total non-RCR property
exposure. Property exposures in Ireland (including RCR)
represented 12% of property CRA (down from 15% in 2013).

*

RBS's exposure to the shipping sector, which is mostly within RCR
and CIB, declined 9% during the year, from £11.4 billion to £10.4
billion. The reduction was a result of scheduled loan repayments,
secondary sales (RCR) and prepayments.

Of the total exposure to the shipping sector, £7.9 billion (2013 - £8.6
billion) related to asset-backed ocean-going vessels. £5.7 billion of
the asset-backed ocean-going vessel exposures were in CIB.

The main concentration risks were the bulk sector which
represented 38% of the portfolio; tankers at 29% and containers at
17%. The remaining exposures comprised gas, including liquid
petroleum gas (10%) and others (8%).

Conditions remained generally subdued during 2014. There has
been a recent upturn in rates for tankers due to the fall in oil prices
but difficulties remained for containers due to over supply. The
majority of RBS'’s exposure is extended against security in vessels
of recent build (average age across the portfolio of 6.4 years
including RCR) with less than 3% of the CIB book being above 15
years of age. 87% of the portfolio was below 10 years.

A key protection for RBS is the minimum security covenant. The
overall loan-to-value (LTV) on the portfolio was 77% .The LTV for
the RCR portfolio was 92% and for the remaining portfolio was 73%.
In the CIB portfolio, approximately 20% of the portfolio had LTVs
above 100%.

as
Within natural resources, RBS had £10.7 billion of CRA in exposure
to the oil and gas sector. CRA increased by 5% (£528 million) during
2014. Further disclosures regarding exposure to this sector are
detailed on page 256.

corporate sectors

Exposure to the manufacturing sector increased by 7% driven
predominantly by increases in the industrials and agriculture sub-
sectors which increased by 10% and 9% respectively during the
year.

The reduction in exposure to the retail and leisure sector was in line
with selective risk appetite. The reductions were predominantly in
relation to Ulster Bank and CIB exposure, partially offset by modest
growth in CFG in line with business strategy. The CPB retail and
leisure portfolio was stable compared to last year.

Exposure in the telecoms, media and technology sector fell by 7%
during the year mostly driven by a 22% reduction in telecoms.

Exposure in healthcare was £8.9 billion at the year end (2013 - £9.5
billion) with the exposure heavily biased towards the UK, which
represented 69% of the exposure (70% in 2013).

RBS provides quantitative breakouts of major portfolios (Wholesale, CRE, Personal) along with detailed commentary on changes in risk exposure during the period

Source: RBS 2014 Annual Report, pgs 246-247
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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26a: Summarize credit risk profile, including significant credit risk concentrations including a
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Key credit portfolios

( mercial real estate”

The commercial real estate (CRE) sector comprised exposures to entities involved in the development of, or i itin, and
properties (including house builders). The analysis of lending utilisations below is gross of impairment provisions and excludes rate risk manag
and contingent cbligations.

During 2014, an RBS-wide centre of excellence was created to develop, implement and oversee risk management strategy for this portfolio. The centre

Credi lion for comm =] £
The market value of the collateral typically exceeds the loan amount at origination date. The market value is defined as the estimated amount for which
the asset could be sold in an arm’s length transaction by a willing seller to a willing buyer. External valuations for CRE lending are required at the
inception of the loan. In addition to external valuations at inception, RBS uses a range of other types of information to value such collateral, including
axpert judgement and indices. External valuations may be sought should an adverse credit event occur - this requirement is assessed as part of the
Watchlist process. The table below shows CRE (Non-RCR and RCR) lending split by loan-to-value ratio, which represents loan value before provisions

of excellence is ible for the manag of GRE credit risk, including setting CRE-specific credit risk appetite, credit policies and portfolio relative to the value of the property financed.
controls as well as oversight of valuations, environmental and flood appraisals. This sector is revi i regularly at the Credit Risk Committee (CRC) Comm al rea Foroming NU: E:mminu Total Pemminw, n_cn: Total Foroming NUFT:':‘WW Total
and Executive Risk Forum (ERF) due to its relative size and riskiness. Both CRC and ERF monitor the pedormance of the portfolio to ensure it i £m £m £m £m £m £m £m £m £m
in line with expectations relative to credit quality, capital and control i
Ongeing cro sk managomont i suporc b ddcated o oams couin ho P and O o,  wa spciiong ncommerciaand | 500" 7, % s e ame s swe  am  eme
residential property developments, and senior underwriters sanctioning the most sizeable and complex CRE exposures. - 70% and << 90% 200 554 774 2,285 400 2 694 2505 963 3.468
2014 = 90% and <= 100% 41 16 157 343 134 477 384 250 B34
PP m'm;": Dmm&f"“ Tf::: > 100% and <= 110% 56 211 267 168 148 316 224 359 583
UK.P.B.B — 3757 51 4253 = 110% and <= 130% 49 438 487 326 201 527 a7s 639 1,014
Ulstar Bk '952 236 ‘:233 = 130% and <= 150% ] 404 410 135 128 263 14 532 673
Personal & Business Banking 4700 837 5546 = 150% 65 4,160 4,225 305 495 800 370 4,655 5,025
Commercial Banking 15,145 2775 ”:920 Total with LTVs 1,339 6,101 7.440 22,145 2,038 24,181 23,484 B137 31,621
Private Banking 1,081 a4 1,285 Minimal security (1) —_ 3,168 3,168 33 38 71 33 3,208 3,239
Commercial & Private Banking 16,196 3019 19.215 Other 34 1.921 1,955 5,956 546 6,502 5,990 2,467 8,457
Corporate & Institutional Banking 721 255 76 Total 1,373 11,190 12,563 28,134 2,620 30,754 28,507 13,810 43,317
Citizans Financial Group 5,017 — 5,017 Total portfolio average LTV (2 75% 338% 291% 56% 133% 62% 57% 287% 116%
RCR 6,169 6,394 12,563
Non-Core nia na na Craait qualily
32,812 10,505 43,317 Credit quality metrics relating to CRE lending were as follows:
Inwvastmant Davelopmant Inwastmant i) RCR
RBS 2014 2014
- ) o ) ot enchding - o - _ Lending (gross) £43317m  £52.578 £12,563m  £19,328m  £26,430m
By geography 1 £m £m £m £m £m £m £m Em £m Em Of which REIL £13,345m £20,129 £22,1 £11,112m £14,305m £17,052m
2014 Provisions £9,027m £13,209n €10,07 £8,067m 1 | £8,349
UK (excluding NI i) 17,327 4757 600 3446 26,130 19,882 2,203 3,506 539 26,130 REIL as a % of gross loans to customers 30.8% 38 1 88,59 74.( 64.¢
Ireland (RO and NI i2)) 2,864 740 1,499 4,469 9,572 770 2,834 aze 5,639 9,572 Provisions as a % of REIL 68% 66 73% 74 49
Western Europe (other) 1,222 53 189 24 1,488 232 1,042 4 210 1.488
us 4,083 1,358 - 59 5.480 5378 45 53 & 5,480 m.xdudu property related lending 1o customers in other sactors managad by Real Estate Finance.
RaW 2 406 22 34 185 647 383 45 219 — 647 (2) Data at 31 December 2014 indludes CHE lending trom Private Banking in CPB of £1.3 bilkon that was excluded from 2013 and 2012 data. At 31 December 2013 CRE lending in Private Banking
25882 6930 2302 8183 43317 26643 6,169 4111 6394 43317 Tolaind £14,biflon (2 2 - £14 bMon).
UK Weland  Westem Ewape AQ1-AD2 ACS-ACH AQS-ADE AQT-AGE AQS AQ10 Total
feocd NI (2))  (ROH and NI (2)) {athar) us RoW (2) Total gy a £m £m £m £m £m £m £m
By £m em £m £m £m em 2014
2014 RBS excluding RCR 758 9,431 13,857 3,873 215 2,620 30,754
Residential 8,203 5,209 78 1,417 206 15,113 RCR _ 228 556 502 a7 11,190 12,563
g:::‘; :-:3; :g; :";g 12; ! :T ‘;-f;: 758 9,659 14,413 4375 302 13,810 43,317
Industrial 2,588 367 32 2 29 3.018
Mixed/other 7,133 2,683 596 3,823 184 14,419
26,130 9,572 1,488 5,480 647 43,317

Commercial Real Estate summary includes breakouts by segment, geography, sub-sector, LTV, credit quality and internal asset quality band

Source: RBS 2014 Annual Report, pgs 251-255
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and gas®
RBS has £10.7 billion ol cradit risk assets (CRA) to the oil and gas
seclor, 9 but facilities, the exp to the
sector is £24.1 billion.

The price of crude oil is subject to global demand and supply factors and
therefore determined globally. It has fallen by more than 50% since June
2014. This steep decline has been driven by excess supply fears
resulting from a combination of factors. These include the growth in US

The price of natural gas is determined regionally. US natural gas prices
have been relatively stable compared with the recent price of crude oil.
The price of natural gas is not highly correlated to oil prices.

Exposures to this sector continue to be closely managed through the
sector concentration framework and through ongoing customer and sub-
sector reviews including stress testing. Risk appetite to the overall oil and
gas sector was reduced during 2014. Further action is ongoing to mitigate
exposure where possible.

shale production and OPEC current p ion levels, as well
as weaker demand in Europe and slower growth in China.
The table below provides a breakdown of oil and gas sector exposure on both a CRA basis and total exp (including but und
P and i basis by busi g
2018

CRA Total

tm 3 ©m =
Commercial Banking 671 6 1,035 4
Corporate & Institutional Banking 8,297 78 20,278 84
Citizens Financial Group 1,251 12 2,134 9
Others 101 1 243 1
RCR 352 3 457 2

10,672 100 24,147 100

Of which: lending exp 7.744 73 17,695 73
During 2014, CFG’s exp to this sector i , partly due to the At the year end, RBS's exp o g was £1.0

transfer of £0.4 billion (total exposure) of oil and gas exposures from CIB.

The itted lending exp i legal i to
syndicated bank facilities, with tenors up to five years. These committed
facilities are for general corp funding of opx 9
needs and capital expenditures. 'nwse facilities are available as long as

billion, predominantly in relation to oil (£0.7 billion), metais (£0.2 billion)
and coal (£0.1 billion).

The tables below provide a breakdown of CIB's oil and gas sector

counterparties remain compliant with the terms of the credit ag:
Contingent obligations relate to guarantees, letters of credit and
L 1 55

yships pt

RBS had no high-yield bond ¢ ] as at 31 Dx
2014; it had a simple sub investment grade loan underwriting of $86
million in the Americas which, subsequent to year end, had been
syndicated,

- which rep: 84% of RBS's exp 1o this sector
I but o - split by sub-sector and
geography. The analysis is based on RBS's sector concentration
framework.

The sub-sector within which a customer operates is a primary
consideration for assessing lhe credit risk of a customer. Current areas of
focus are Ived in expl lion and production
principally in producers (E&P) and oilfield service providers (OFS). E&P

[{ approxi ly 18% of CIB's exposure to the oil and
gas sector and OFS customers rep«ssent 15%.

E&P is most immediately exposed to the oil price decline and E&P
companies are the primary customers for the service providers and are
experiencing an adverse impact on their financial performance from a
reduced level of contracts and lower contract rates as well as pressure to
re-price existing services.

The other principal its of RBS's to prod: are
Integrated Oil Companies (IOC) and National Oil Companies (NOC). IOC
and NOC are less vulnerable to the oil price decline due to scale,
diversification and in the case of NOC, explicit support from governments.

Asset quality
The table below provides a breakdown of the asset quality of CIB's oil
and gas sector portfolios.

2014

Asset quality - AQ band m %
AQ1 3,948 20
AQz2 1,999 10
AQ3 3,455 17
AQ4 7,521 37
AQ5 2,035 10
AQs 1,025 5
AQ7 293 1
Other 2 —

20,278 100

At the year end 83%, of the portfolio exposure was investment grade
(AQ1-AQ4).

The impact of continuing low oil prices on the credit quality of the portfolio
is subject to ongoing review, including stress testing. RBS is in regular

Amounts owed by RBS to a counterparty are netted against amounts the
same counterparty owes it, in accordance with relevant regulatory and
internal policies. However, generally, this is only done if a netting and
collateral agreement is in place as well as a legal oplnlon to the effect
that the is enf ble in the rel it juri: 1S,

'

Collateral may consist of either cash or securities. In the case of
il | generally takes the form of cash. In the case of

contact with ct to d the imp on them of a sustained
low oil price. This activity is backed up by a suite of early wammg
indicators used to identify who may be experi a9

difficulty.

At the year end, the proportion of RBS's total oil and gas portfolio,
excluding RCR, designated as Watchlist Red (performing customers who
show signs of daclining creditworthiness and so require active
management) was 0.4%, of which 0.02% was managed by Restructuring.

Coun

RBS mmgales coumerpany credit risk arising from both derivatives and

fi ing transactions, | usually takes the form of debt
and, to a much lesser extent, equity securities at the outset, However, if
the value of collateral falls relative to that of the obligation, RBS may
require additional collateral in the form of cash (variation margin). The
vast majority of agreements are subject to daily collateral calls with
collateral valued using RBS's internal valuation methodologies.

Industry standard documentation, such as master repurchase
agreements and credit support annexes accompanied by legal opinion, is

Western
Europe North Asia Latin repurchase agreements through the use of netting, collateral and market : ; . i
- : ot u‘;: A,_:,: ,,_n;; A,,_; c“'“{ 0 ’ﬁ R A used for financial collateral taken as part of trading activities.
Producers (incl. integrated oil companies) 833 1,101 4,822 263 115 848 7,982 RBS limits counterparty credit exposures by setting limits which take into
Qilfield service providers 153 675 1,007 742 — 535 3112 account the p ial adh it of an exp after adjusting
Other wholesale and trading activities 295 794 683 907 — 122 2,801 for the impact of netting and collateral where applicable.
Refineries 1 177 2,700 591 141 67 3,677 2014
Pipelines 96 48 2,359 49 33 121 2,706 Mitigation of counterparty credit risk £bn
1,378 2,795 11,571 2,552 289 1,693 20,278 Reverse repurchase agreements 64.7
Securities received as collateral (1.2} (64.7)
Of which: exploration and p 145 3 3118 115 150 a7 3,568 D 85015 91098 0XPOGLYS 354.0
Counterparty netting (295.3)
1 Cash collateral held (2) (33.3)
P (incl. integrated oil comp Securities received as collateral 2 (7.0) 0

Oilfield service providers

Other wholesale and trading activities
Refineries

Pipelines

Notes:
(1) In accordance with normal market practice, at 31 December 2014 £60.2 bilion (2013 - £63.7 billion; 2012 - £100.7 bilkon) had been rsold of re-pledged as collakeral for RBS's own transactions.

2) At fair value

RBS provides additional details on Oil & Gas exposure given its heightened relevance to investors following declines in oil prices in late 2014

Source: RBS 2014 Annual Report, pgs 255-257
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Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26a: Summarize credit risk profile, including significant credit risk concentrations including a
guantitative summary of aggregate credit risk exposures that reconciles to the balance sheet

Grupo Santander - Gross exposure to credit risk classified in accordance with legal company criteria
Million euros. Data at 31 December 2014

Grupo Santander -risk, NPLs, coverage, provisions and cost of credit*

Data at 31 December

Derivatives
Credit to customers Credit to entities® Fixed income® and repos
o ding’ G o ing G 5 g Private REC* Total
Continental Europe 308,089 65,637 19,892 2,353 48,726 12,183 23,6T 480,551
Spain 198,175 53,326 14,506 2,19 37,256 1.3 20,032 333,227
Germany 30,896 592 19 - - 33 18 32,929
Portugal 26,41 4,377 862 104 5637 3,616 2,148 43,754
Others 52,608 7342 3313 0 5833 622 a7 70,641
United Kingdom 250,91 42,153 28,633 - 6,078 6,883 14,501 349,169
Latin America 156,587 43,986 21,397 L] 25,283 6,152 ,035 264,459
Erazil 86,892 30,594 12,344 L] 17,892 4.940 7851 160,532
Chile 33,291 7460 1,360 v} 1.396 B44 1733 46,084
Mexico 798 5,685 4,395 g 4,621 341 1,399 43,639
Others 9,206 248 3,298 . 1.374 27 52 14,204
United States 73,664 28,709 7,319 &9 5,159 8,038 800 123,758
Rest of world 351 30 68 - N 2 - 450
Total Group 789,613 180,515 77,308 2,440 85,246 33,258 50,007 1,218,387
= of total 64.8% 14.8% 6.3% 0.2% T.0% 7% 41% 100.0%
% change/Dec 13 10.9% 16.7% 17.9% 28.5% 46.3% 9.8% 14.4% 9.8%
Figures in million euros
Ry sos08 |
CUSTOMERS
‘CREDIT RISK'
stetandi fin.a SECTION
o 789,613 | 14,47 .
dir yston it . t ability ar ] BN
762,104 | 41,980 :
b

LENDING
(CUSTOMER CREDIT)

CUSTOMER LOANS
(GROSS)

BALANCE OF THE CHAPTER
‘CONSOLIDATED FINANCIAL REPORT'
(@727
122,819 .28 8sn
CREDIT TO CUSTOMERS 734,

(NET)

Source: Santander 2014 Annual Report, pgs 195-198

Credit risk with customers* Non-performing loans NPL ratio
(million euros) (million euros) ()
2014 2013 2012 2014 2013 2012 2014 2013 2012
Continental Europe 308,205 312,167 332,261 27,514 28,496 20,904 8.93 9.13 6.29
Spain 182974 189783 210,536 13512 14223 8,093 738 7.49 384
Santander Consumer Finance' 63,654 58,628 59,387 3,067 2,351 2,315 4.82 4.01 3.90
Portugal 25,588 26,810 28,188 2,275 2177 1,849 8.89 812 6.56
Poland 18,920 18,101 10,601 1,405 1,419 500 742 7.84 472
United Kingdom 256,337 235,627 254,066 4,590 4,663 5,202 179 1.98 2.05
Latin America 167,065 146,956 155,846 7,767 7,342 8,369 4.65 5.00 5.37
Brazil 90572 79216 89142 4,572 4469 613 505 564 6.86
Mexico 27,893 24,024 22,038 1,01 878 428 3.84 3.66 1.94
Chile 33,514 31,645 32,697 1999 1,872 1,691 5.97 59 517
Argentina 5703 5,283 5,378 92 75 92 1.61 142 171
United States 72,477 44,372 49,245 1,838 1,151 1,351 2.54 2.60 2.74
Puerto Rico 3,871 4,023 4,567 288 253 326 7.45 6.29 714
Santander Bank 45,825 40,349 44678 647 898 1,025 141 2.23 2.29
SC USA 22,782 = == 903 = s 3.97 = =
Total Group 804,084 738,558 793,448 41,709 41,652 36,061 519 5.64 4.54
Geographic distribution and segmentation
Individuals
AR 436612
393,822
Normal
= srac Neis 8
7%
Chite
% S
Portugal
4%
a5%
202 2013 2014
SME+Comp+Inst
199,657
Rest
i W08 187,510
Normal |l
NPLs W
I 4
us
2%
Brazil
2%
Chile
5% g . ] :
Portaps o 2012 2013 2014
Global wholesale
Rest 126,307
Spaln 19,071
N5,574
Normal |
NPLs I
us
8%
o
Chile
3%
Portugal
1%
UK
%
Br
3% 2012 2013 2014 72




Section 6 — Credit risk

Consumer credit portfolio

As of or for the year ended December 31,

Credit exposure

Nonaccrual loans™®

Net charge-offs/
(recoveries)™

Average annual net

charge-off/(recovery)
rateli

(in millions, except ratios) 2014 2013 2014 2013 2014 2013 2014 2013
Consumer, excluding credit card
Loans, excluding PCI loans and loans held-for-sale
Home equity - senior lien £ 16,367 g 17,113 $ 938 % 932 § 82 § 132 0.50% 0.72%
Home equity - junior lien 36,375 40,750 1,590 1,876 391 834 1.03 1.90
Prime mortgage, including option ARMS 104,921 87,162 2,190 2,666 39 59 0.04 0.07
Subprime mortgage 5,056 7,104 1,036 1,390 27N %0 (0.43) 117
Auto'® 54,536 52,757 115 161 181 158 0.34 031
Business banking 20,058 18,951 279 385 305 337 1.58 181
Student and other 10,970 11,557 270 86 347 297 3.07 251
Total loans, excluding PCI loans and loans held-for-sale 248,283 235,394 6,418 7,496 1,318 1,907 0.55 0.82
Loans - PCI
Home equity 17,095 18,927 NA NA NA NA NA NA
Prime mortgage 10,220 12,038 NA NA NA NA NA NA
Subprime mortgage 3,673 4,175 NA NA NA NA NA NA
Option ARMs 15,708 17,915 NA NA NA NA NA NA
Total loans - PCI 46,696 53,055 NA NA NA NA NA NA
Total loans - retained 294,979 288,449 6,418 7,496 1,318 1,907 0.46 0.66
Loans held-for-sale 395 © 614 91 - - - - -
Total consumer, excluding credit card loans 295,374 289,063 6,509 7,496 1,318 1,907 0.46 0.66
Lending-related commitments® 58,153 56,057
Receivables from customers 108 139
Total consumer exposure, excluding credit card 353,635 345,259
Credit Card
Loans retained™ 128,027 127,465 - - 3,429 3,879 2.75 3.14
Loans held-for-sale 3,021 326 - - - - - -
Total credit card loans 131,048 127,791 - - 3,429 3,879 2.75 3.14
Lending-related commitments™ 525,963 529,383
Total credit card exposure 657,011 657,174
Total consumer credit portfolio $ 1,010,646 $ 1,002,433 $ 6509 & 7496 § 4,747 § 5786 1.15% 1.40%
Memo: Total consumer credit portfolio, excluding PCI £ 963,950 § 949,378 $ 6509 % 7,496 $ 4,747 % 5786 1.30% 1.62%

(a) At December 31, 2014 and 2013, excluded operating lease-related assets of $6.7 billion and $5.5 billion, respectively.
(b) Credit card and home equity lending-related commitments represent the total available lines of credit for these products. The Firm has not experienced, and
does not anticipate, that all available lines of credit would be used at the same time. For credit card and home equity commitments (if certain conditions are
met), the Firm can reduce or cancel these lines of credit by providing the borrower notice or, in some cases as permitted by law, without notice.
(c) Receivables from customers represent margin loans to retail brokerage customers, and are included in accrued interest and accounts receivable on the

Consolidated balance sheets.

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26b: Summarize credit risk profile, including detailed tables for both retail and corporate
portfolios that segments them by relevant factors

Wholesale credit portfolio

Selected metrics

Liguid
Noninvestment-grade :ﬁ;uur{‘;sr
30daysor cash
mare past collateral
As of or for the year ended December due and Net charge- Credit held against
,2014 Credit Investment- Criticized Criticized accruing offs/ derivative derivative

(in millions) exposure"”’ grade Noncriticized  performing  nonperforming loans (recoveries)  hedges'”  receivables
Top 25 industries™
Real Estate $ 107,386 § 80,219 $ 25,558 § 1,356 3% 253 % 309 & @ 3% (36) 8 27)
Banks & Finance Cos 68,203 58,360 9,266 508 69 46 (4) (1,232) (9,369)
Healthcare 57,707 49,361 7,816 488 42 193 17 (94) (244)
0Oil & Gas 48,315 33,547 14,685 82 1 15 2 (144) (161)
Consumer Products 37,818 26,070 11,081 650 17 21 - (20) 2)
Asset Managers 36,374 31,880 4,436 57 1 38 (12) ® (4,545)
State & Municipal Govt™ 31,858 30,919 837 102 - 69 24 (148) (130)
Retail & Consumer Services 28,258 18,233 9,023 971 31 56 4 47 1)
Utilities 28,060 24,058 3,747 255 - 198 (3) (155) (193)
Central Govt 21,081 20,868 155 58 - - - (11,297) (1,071)
Technology 20,977 13,759 6,557 641 20 24 (3) (225) -
Machinery & Equipment Mfg 20,573 12,004 8,229 250 - 5 @) (157) (19)
Transportation 16,365 11,444 4,835 86 - 5 (3) (34) (107)
Business Services 16,201 8,450 7,512 224 15 10 5 (9 -
Metals/Mining 15,911 8,845 6,562 504 - - 18 (377) (19)
Media 14,534 9,131 5,107 266 30 1 (1) (69) ()
Building Materials/Construction 13,672 6,721 6,271 674 6 12 2 (104) -
Insurance 13,637 10,790 2,605 80 162 - - (52) (2,372)
Automotive 13,586 8,647 4,778 161 - 1 (48] (140) -
Chemicals/Plastics 13,545 9,800 3,716 29 - 1 @) (14) -
Telecom Services 13,136 8,277 4,303 546 10 - @) (813) (6)
Securities Firms & Exchanges 8,936 6,198 2,726 10 2 20 4 (102) (216)
Agriculture/Paper Mfg 7,242 4,890 2,224 122 6 36 1) (4) (4)
Aerospace/Defense 6,070 5,088 958 24 - - - (71) -
Leisure 5,562 2,937 2,023 478 124 6 - (5) (23)
All other' 210,526 190,135 19,581 622 188 1,235 (21)  (11,345) (1,089)
Subtotal $ 875533 § 690,721 % 174,591 $ 9,244 % 977 $ 2,301 $ 12 $ (26,703) §  (19,604)
Loans held-for-sale and loans at fair

value 6,412
Receivables from customers and other 28,972
Total $ 910917

JP Morgan provides high level summary views of credit risk in its Consumer and Wholesale portfolios as shown above by product type, geography and industry as
well as additional breakouts by underlying credit quality (e.g., LTV vs FICO for mortgages, FICO for credit cards, internal rating for corporate exposure)

Source: JP Morgan Chase 2014 10K, pgs 113, 121
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Section 6 — Credit risk Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 26b: Summarize credit risk profile, including detailed tables for both retail and corporate
portfolios that segments them by relevant factors

Table 5.3 Exposure split by exposure class and exposure type, 31 December 2014 Table 5.7 IRB corporate exposure split by industry group and geography, 31 December 2014
ur\-l.m_]anoc Off-ba_lanoe S_vcurit_ie:- o Baltic Total
ELRm Sheet itemy shestltome Bupncing Derivotives Tobsl EURm Denmark  Finland Norway Sweden countries Russia USA Other Total 2013
IRE exposure classes - ) - Construction and engineering 705 21 2,000 818 264 6 1 140 4664 4,967
Institution 37,846 967 1,557 7,124 47,494 Co durables i
. nsumer durables (cars, E\pp lances,
Corporate 124,997 21,174 751 U520 171,841 etc.) 424 504 1845 1118 63 31 277 286 4,638 4,672
— of which Advanced 102,624 25,99 128,621 Consumer staples (food, agriculture,
Retail 155,880 11,419 0 140 167,440 etc.) 9163 1,319 2,006 719 257 23 12 418 14017 13,223
- of which secured by immovable property 127,711 3,574 131,285 Energy (oil, gas, etc.) 147 92 598 257 318 1,149 106 2,075 4742 4,847
— of which other retail 25912 7.208 1z 33231 Health care and pharmaceuticals 521 344 144 787 10 0 63 162 2031 1621
— of which SME 2,257 638 0 2 2924 Industrial capital goods 704 1163 321 1,048 1 3 352 521 4213 5170
Other non-credit obligation assets 2,357 7 2343 Industrial commercial services 4902 1701 1835 3614 178 0 73 1417 13759 14,034
Total IRB approach 321,059 43,567 2,308 22,185 389,119 IT software, hardware and services 351 345 334 425 3 11 221 441 2,132 1,761
. Media and leisure 583 503 579 781 44 1 0 138 2,630 2,594
i"'“:"l’d‘“d """‘}:‘“’“;"'“:I -~ . . . . s Metals and mining materials 3 13 171 250 6 2 184 L0700 997
entre wernments and central ks - £ < |
enfral governments and central banks ’ - ’ Other financial institutions 1645 2042 1860 4,099 10 0 336 2,673 15665 12,046
Regional governments and local authorities 6,087 577 2 2,219 8,884 Oth ‘als (chemical. buildi
Institution 94 1 1,194 2,670 4159 ther materials (chemical, building
i ; d d d materials, etc.) 752 1,779 6l7 1,759 168 2,139 91 627 7,932 8,028
Corporate 1687 7 157 1922 Other, public and organisations 18%2 982 650 L171 277 12 5 1310 6238 7,121
Retail 4194 11 ! 4.29 Paper and forest materials 277 1,120 16 9% 39 112 68 283 2,639 2935
Exposures secured by real estate 2976 1,742 4,718 Real estate management and
Other" 6,928 200 233 41 7,803 investment 10265 7311 10,202 1589 1338 197 31 823 4599 43,043
Total standardised approach 83,661 3,623 2359 8,808 95,451 Retail trade 4181 2434 1668 2,625 501 39 125 1072 12,645 11,600
Total exposure 404,720 47,191 4,667 30,992 487,570 Shipping and offshore 1,19 260 2,988 288 76 0 38 7,306 12,151 12,628
1) Includes exposure classes public sector entities, multilateral development banks, international erganisations, exposures in default, exposures associated with particularly high risk, Telecommunication equipment 5 81 0 151 0 0 0 21 259 466
covensd bonds, itisation positions, A corporates with a sh credit collective i de kinggs (CILT), Euity and other items.
Telecommunication operators 408 153 383 474 1 56 67 191 1,734 1,863
Table 5.6 Exposure split by industry group and by main exposure class, 31 December 2014 Transportation 77 813 918 770 447 210 1 138 4025 4313
Utilities (distribution and production) 2,449 2,172 1,756 1,231 647 209 1 197 8,663 8,938
IRB approach Standardised approach Total exposure 44,359 26,123 30,933 38908 4,658 4470 1,969 20421 171,841
Other Central Regional Total exposure 2013 37,803 24,735 33,564 37,946 4,349 5002 2,067 21,422 166,887
—of non-credit govemments  government
which obligation  and central and local Total Due to new requirements the method for extracting geographical distribution has changed. Figures for 2013 are presented based on the new method to allow for comparability
EURm Institution Corporate SME Retail assets banks authorities  Other? Total 2013 between the years.
Construction and
engineering 4,664 2,247 255 260 5,179 5,805
Consumer durables L ) -
(cars, appliances, etc.) 1,638 807 43 31 4713 4,803 Table 5.8 Exposure to central governments and central banks, distributed by credit quality step
Consumer staples EURm 31 December 2014 31 December 2013
(food, agriculture, etc) 14017 9,203 171 259 14447 15735 Credit quality step Standard & Poor's rating Risk weight Fxposure Exposure
Energy (oil, gas, etc.) 4,742 421 1 2 4,745 4,879 )
Health care and 1 AAA to AA- 0% 65,472 74,331
pharmaceuticals 2,031 572 72 39 2,141 2,070 2 A+ to A 20% 525 149
Industrial capital goods 4,213 788 21 16 4,250 5,242 3 BBB+ to BBB- 50% 478 345
Industrial commercial 4 to 6 or blank BB+ and below; or without rating 100-250% 193 56
services 13,759 4,382 337 317 14,413 15389 Total 66,668 74 881
IT software, hardware and
services 2,132 646 58 36 222 1,881
Media and leisure 2,630 1,130 169 62 2,861 3,188
Metals and mining materials 1,070 298 9 20 1,098 1,038
Other financial institutions 47,494 15,665 3,069 56 5167 68,383 54964
Other materials (chemical,
building materials, etc.) 7,932 1,532 70 178 8,180 8,491
Other, public and
organisations 6238 1,249 164467 2,343 66,668 8,884 15616 264218 26829
Total exposure 47,494 171,841 60,258 167,440 2,343 66,668 8,884 22,808 487,570
Total exposure 2013 41,093 166,887 53,846 159,470 1,533 74,881 9,168 26,523 479,555

1) Inchudes exposure dasses public sector entities, p anks, i i exposures in default, exposures associated with particularly high risk,
covered bonds, paositions, i and corp with a short-term credit collective undertakings (CIU), equity and other items.
2) Distribution across industry groups restated.

74
Source: Nordea 2014 Pillar 3, pgs 19-23



Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 26¢: Credit risk likely to arise from off-balance sheet commitments by type

Off-balance sheet lending-related financial instruments, guarantees and other commitments

Contractual amount

Carrying value®

Note 29 - Off-balance sheet lending-related
financial instruments, guarantees, and other
commitments

commitments is maintained. See Note 15 for further
discussion regarding the allowance for credit losses on
lending-related commitments. The following table
summarizes the contractual amounts and carrying values of

2014 2013 2014 2013 JPMorgan Chase provides lending-related financial off-balance sheet lending-related financial instruments,
Expires Expires instruments (e.g., commitments and guarantees) to meet guarantees and other commitments at December 31, 2014
After after the financing needs of its customers. The contractual and 2013. The amounts in the table below for credit card
Expires in 1 year 3 years Expires amount of these financial instruments represents the and home equity lending-related commitments represent
By remaining maturity at December 31, lyearor  through through after 5 maximum possible credit risk to the Firm should the the total available credit for these products. The Firm has
(in millions) less 3 years 5 years years Total Total counterparty draw upon the commitment or the Firm be not experienced, and does not anticipate, that all available
- to fulfill its obligation under the guarantee, and lines of credit for these products will be utilized at the same
Lending-related should the counterparty subsequently fail to perform time. The Firm can reduce or cancel credit card lines of
Consumer, excluding credit card: according to the ;9'"‘5 of the (0“‘_’3“3""’\05‘ Og l!‘ess credit by providing the borrower notice or, in some cases as
o N commitments and guarantees expire without being drawn permitted by law, without notice. The Firm may reduce or
Home equity - senior lien $ 2166 $ 4,389 $ 1,841 $ 3,411 $ 11,807 § 13,158 $ -3 - or a default occurring. As a result, the total contractual close home equity lines of credit when there are significant
Home equity - junior lien 3,469 5,920 2,141 3,329 14,859 17,837 - - amount of these instruments is not, in the Firm's view, decreases in the value of the underlying property, or when
. @ representative of its actual future credit exposure or there has been a demonstrable decline in the

Prime mortgage 8,579 - - - 8,579 4.817 - - funding requirements. creditworthiness of the borrower. Also, the Firm typically

Subprime mortgage - - - - - - - - To provide for probable credit losses inherent in consumer closes credit card lines when the borrower is 60 days or

Auto 9,302 921 192 47 10,462 8,309 2 1 (excluding credit card) and wholesale lending commitments, more past due.

. . an allowance for credit losses on lending-related
Business banking 10,557 807 117 413 11,894 11,251 11 7
Student and other 97 3 - 447 552 685 - - - :*0” -
n - i 0n-balance sheet X

Total consumer, excluding credit card 34,170 12,045 4,291 7,647 58,153 56,057 13 3 o Credit = ‘:’”h"""if'.‘e
Crodit g 75063 25003 0383 December 31, (in millions) exposure Loans Derivatives sheet

redit car z — — — i z — — Total consumer, excluding credit card $§ 353,635 § 295374 § - § 58153
Total consumer® 560,133 12,045 4,291 7,647 584,116 585,440 13 8 Total credit card 657011 130048 — 58063
Wholesale: Total consumer 1,010,646 426,422 - 584,116

Other unfunded commitments to extend credit“*" 68,688 83,877 112,992 7,119 272,676 246,495 374 432 Wholesale-related

Standby letters of credit and other financial Real Estate 107,386 79,113 333 27,940

guarantees©@® 22,584 29,753 34,982 2,555 89,374 92,723 788 943 Banks & Finance Cos 68,203 24,244 22,057 21,902

Unused advised lines of credit 90,816 13,702 519 138 105,175 101,994 - - Healthcare 57,707 13,793 4,630 39,284

Other letters of credit® 3,363 877 91 - 4,331 5,020 1 2 0il & Gas 48,315 15,616 1,872 30,827
Total wholesale® 185,451 128,209 148,584 9,812 472,056 446,232 1,163 1,377 Consumer Products 37,818 10,646 393 26,579

" Asset Managers 36,374 8,043 9,569 18,762
Total lending-related $ 745,584 $ 140,254 $ 152,875 $ 17,459 $1,056,172 $1,031,672 % 1,176 § 1,385 g .

m 3 - State & Municipal Govt 31,858 7,593 4,079 20,186
Other guarantees and commitments Retail & Consumer Services 28,258 7,752 361 20,145
Securities lending indemnification agreements and .

guarantees® $ 171,059 § _— - ~ ¢ 171,059 § 169700 $ — s B Utilities 28,060 4,843 2,317 20,900
o . Central Govt 21,081 1,081 11,819 8,181
Derivatives qualifying as guarantees 3,009 167 12,313 38,100 53,589 56,274 80 72 Technology 20,977 4727 1,341 14.909
) . . )
Unsettled reverse repurchase and securities Machinery & Equipment M 20,573 6,537 553 13,483
borrowing agreements 40,993 - - - 40,993 38,211 - - v ) auip 8 ' " ? '
o Transportation 16,365 9,107 699 6,559
Loan sale and securitization-related Business Services 16,201 4,867 456 10,878
ndemnifications: Metals/Mini 15,911 5,628 601 9,682
. etals/Minin , ¥ |

Mortgage repurchase liability NA NA NA NA NA NA 275 681 - &

3 All other 320,446 120,912 17,695 181,839

Loans sold with recourse NA NA NA NA 6,063 7,692 102 131 _suhtotal 875533 324.502 78.075 472.056
Other guarantees and commitments®™ 487 506 3,391 1,336 5,720 6,786 (121) (99) Loans held-for-sale and loans at fair value 6,412 5412 _ _

Receivables from customers and other™ 28,972 — — —
Total wholesale-related 910,917 330,914 78,975 472,056
. . 0
SLllTIITIaI'V Uf Chal'lgES in the allowance fDr credit losses Total exposure® $ 1,921,563 $§ 757,336 % 78,975 $ 1,056,172
2014 2013 {a) For more information on exposures to SPEs included within Al ather, see Note 16,
(b) Primarily consists of margin loans to prime brokerage customers that are generally over-collateralized through a pledge of assets maintained in clients'
brokerage accounts and are subject to daily minimum collateral requirements. As a result of the Firm’s credit risk mitigation practices, the Firm did not hold
Year ended December 31, (e?('gfl'fg?;gr- g(;(gfﬁgi‘;g’! a0y reserves for credR impalrient on these fecelvables.
N e . - . - . {€) For further information regarding on-balance sheet credit concentrations by major product and/or geography, see Note 6 and Note 14, For information
(in millions, except ratios) credit card _ Credit card Wholesale Total credit card _ Creditcard  Wholesale Total regarding concentrations of off-balance sheet lending-related financial instruments by major product, see Note 29,
" N {d) Represents lending-related financial instruments.
Allowance for lending-related commitments
Beginning balance at January 1, $ 8 8 - 3 697 & 705§ 7 % - 3 661 % 668
Provision for lending:related commitments - (%0) &s) ! - 36 37 JP Morgan breaks out lending commitments by line of business
el - - z z - - - and maturity and provides a summary of provisions and
Ending balance at December 31, % 13 % - % 609 % 622 % 8 - 3 697 § 705 y p y p

Source: JP Morgan 2014 10K, pgs 129, 202, 288

reserves for lending commitments by major line of business
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Section 6 — Credit risk

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 26c¢: Credit risk likely to arise from off-balance sheet commitments by type

Credit Quality of Financial Instruments neither Past Due nor impaired

Main credit exposure categories by geographical region

Dec 31, 2014 DecS, 2018
ooo Ievocable Debt securites Repo and
nem' IAAA-IAA A 888 88 B and below Tota G — o, O s To T s s i -
I frovis Daks 17,20 e 1.161 2 2 B 20055 Germany 202,658 26176 1435 | 3250 1,206 5,679 16,339 13533 264198
Interest-eaming deposits with banks 57.175 4514 1,081 578 28 141 63,518 Westem Europe
Central bank funds sold and securities (excluding Germany) 94 386 36.781 18,984 18,190 3,295 21,516 33,683 23935 250,771
purchased under resale ag 854 13,564 1,553 1414 332 79 17,796 P % ’ 2 2 d st & 2o e '
Securibes borrowed 18,705 5.200 1114 121 88 0 25834 France 2674 6,053 2434 936 423 3,684 5346 3,656 25207
Financial assets at fair value through profit or loss® 312470 385,335 81,930 58,678 16,094 7.529 862,036 L g 14,156 3835 754 1,766 552 2028 6.240 190 29522
Trading assets 58.014 15.973 18,230 21,767 7,061 4,085 125,130 Netherlands 10,630 5,548 2,548 5,257 436 2,726 7,751 M8 35244
Pasitive market values from derivative financial United Kingdom 7.878 9.118 1.911 1,058 586 4,530 5141 13.607 43.828
instruments 208,057 348,179 46,675 20,062 5120 1.865 629,958 Eastern Europe 10,524 1,755 2136 27 1542 2,404 561 743 20,183
Financial assets designated at fair value through thereof
_peofit or loss 46,399 21,183 17,025 16,848 3914 1578 106,947 Poland 651 315 74 0 1,353 64 0 951
thereof 0 0 0 0 0 0 0 Russia 524 693 205 1,081 238 0 39 4,848
Sacurities purchased under resale agreement 17,213 13,820 12,432 14219 1,520 1,250 60,473 North America 83,400 14201 14,338 7531 52,898 5736 71,306 305,040
__Securities borowed 17100 3266 20 0 0 _ 20404 thereof
Financial assets available for sale™ 50.810 3 1,782 194 1,719 61,838 Canada 880 2237 932 1,087 240 1,300 278 1,325 8287
Loans” 47,554 56,865 112,106 130,438 39,181 10,313 396,458 Cayman Islands 2571 1,982 61 542 22 2256 124 12,660 20,519
thereof us 45,800 77.960 12,881 12,614 6,725 48,660 5323 56,630 266,702
IAS 39 reclassified loans 2,109 1,353 1,408 1,051 685 274 6,880 Central and South
Other assets subject to credit risk 13,538 48,714 7,049 13,927 1,105 728 85.061 America 5071 4 1,445 1,350 604 2,936 24 1,151 13,358
Financial guarantees and other thereof
7 19 9 Brazil 1,787 210 781 241 175 1,558 0 656 5,400
Irrevocable lending commitments and other Mexico 363 90 51 447 199 450 19 301 1,919
credd related commitments® 22938 1,612 154 446 Asia/Pacific 40,081 4774 10.062 8.643 2.226 20,677 2467 13.818 102,747
Total 547,546 268,110 253,577 80,924 23477 1,749,129 thereof
¥ AR smounts af canrying value unfess olherwise ndicaled China 33 850 523 180 1,698 0 1,320 14,373
2 Excluces equities, other equity Interests and commodites. Japan 489 397 3,398 173 23N a0 4,250 12,032
¥ Inciudes past due Instruments in order 10 be consistent with e Asset Quality section of IS report South Korea 1" 1,005 501 0 842 0 342 4949
: ?:;S'SE:J:'T;S less ﬂElZ?Ed expense.’me»amea ncome before deductions of allowance for loan losses. Alrica 627 805 351 124 5‘.” 49 520 4, '41
Other 156 7 29 126 67 273 0 1,297
Total 154 446 62,087 47,078 16,654 107,808 59,132 124,507 982 537
1 Inciudes impasred loans amounting to € 9.3 billon as of December 31, 2014
2 Includes irrevocable lending commitments redated 10 consumes credit exposure of € 9.4 bilkon as of December 31, 2014
3 Includes e effect of neting agreements and cash coltateral received where applicable Excludes desivatives qualifying for hedge accountng
* Before reflection of collateral and limiled 10 securities purchased undef resalé agreements and secunties bormowed
Main Credit Exposure Categories by Business Divisions Main Credit Exposure Categories by Industry Sectors
Dec 31, 2014 Dec 31, 2014
Imevocable Dbt securities Repo and lrevocabie Debt seaxities Repo and
lending Contingent ore Traded Traded available repo-style lending Contingent oTc Traded Traded avalable fepo-style
in€m. Loans' |« 3 liabirties del ? Loans Bonds for sale transactions* Total neEm Loans' - abilties gen ’ Loans Bonds forsale _transactions Total
Corporate Banking Banks and
& Securities 61,820 119,995 4,865 43 407 14,865 92,272 3411 112,605 484,230 insurance 24,179 23,701 14,368 18,967 4,291 34,856 19,227 110,112 249,700
Private & Busness Fund management
Clients 214,588 11,687 1.735 464 0 2 16,665 8,714 253,855 activities 12,145 6,670 612 3,065 149 3,051 349 49 26,089
Global Transaction Manutacturing 25633 40,483 18,205 2292 1,604 2312 204 0 00,732
Banking 77,334 17121 51,663 585 614 a7 184 3,159 150,758 Wholesale and
Deutsche retail trade 15,781 11,975 5,926 1,156 865 839 94 0 36,636
Asset & Wealth Households 197,853 11.203 2192 739 183 2 0 35 212,207
Management 38,676 4,158 2,681 839 12 7.940 3,403 11 57,719 Commercial rea_l
Non-Core estate activities 35,743 3,864 646 2,054 3,129 606 L 576 46,691
Operations Unit 18,049 a54 1,072 1,760 1,163 7,500 4,358 17 34,883 Public secior 16,790 1,696 231 7416 448 55181 34,846 615 117,220
Consolidation & Other 82,700° 54 855 10,008 11,380 5,989 10,963 4339 13,119 203 262
Adjusiments 258 530 il 13 0 0 111 0 983 Total 410,825 154 446 62,087 47,078 16,654 107,808 59,132 124,507 982,537
Total 410,825 154, 446 62,087 47,078 16,654 107 808 50,132 124,507 082,537 1 Inciudes impaired loans amounting to € 5.3 bilion as of December 31, 2014,

? Includes imevocable lending commitments related 10 consumer credt exposure of € 9.4 billon as of December 31, 2014

3 Includes he effect of netting agreements and cash collateral received where applicable. Excludes derivatives qualifying for hedge accounting

+ Before refiection of collaleral and imited 1o ‘J‘Gu‘hﬂ purchased undes resale agreements and secunties bomowed

* Commercia real estate activites are based on counterparty industry dassinicaion, irespective of business unit altrbution. The business units mostly involved are “Commercial Real
Estate” (€ 17.2 bion) and "PBC Morigages™ (€ 11.2 bilion)

* Loan expasures for Other include fease financing

T Includes impaired loans amounting 1o € 9.3 bilion as of December 31, 2014,

? Includes imevocable lending commitments retated to consumer credil exposure of € 5.4 bilion as of December 31, 2014

 Includes the effect of netling agreements and cash collateral received whene appcable. Excludes derivatives qualifying for hedge accounting
4 Before reflection of collateral and limited 1o securities purchased under resale agreements and securities bomowed,

Deutsche Bank incorporates lending commitments and contingent liabilities within its consolidated credit
risk tables with breakouts by credit quality, business division, geography, industry, etc.

76
Source: Deutsche Bank 2014 Annual Report, pgs 92-100



Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 27: Policies for identifying impaired or non-performing loans, including how the bank
defines impaired or non-performing, restructured and returned-to-performing (cured) loans as well as
explanations of loan forbearance policies (1 of 2)

Consumer loans
Consumer loans represent loans and leases managed primarily by the Global
G Banking b and Citi Holdings

Consumer non-accrual and re-aging policies

As a general rule, interest accrual ceases for installment and real estate (both
open- and closed-end) loans when payments are 90 days contractually past
due. For credit cands and other unsecured revolving loans, however, Citi
generally accrues interest until payments are 180 days past due. As a result

of 0CC guidance, home equity loans in regulated bank entities are classified
as non-accrual if the related residential first mortgage is %0 days or more
past due. Also as a result of OCC guidance, mortgage loans in regulated bank
entities discharged through Chapter 7 bankruptcy, other than FHA-insured
loans, are classified as non-accrual. Commercial market loans are placed on
acash (non-accrual) basis when it is determined, based on actual experience
and a forward-looking assessment of the collectability of the loan in full, that
the payment of interest or principal is doubtful or when interest or principal
is 90 days past due.

Loans that have been modified to grant a concession to a borrower
in financial difficulty may not be accruing interest at the time of the
modification. The policy for returning such modified loans to accrual status
varies by product and/or region. In most cases, a minimum number of
payments (ranging from one to six) is required, while in other cases the loan
is never retumed to accrual status. For regulated bank entities, such modified
loans are returned to accrual status if a credit evaluation at the time of, or
subsequent to, the modification indicates the borrower is able to meet the
restructured terms, and the borrower is current and has demonstrated a
reasonable period of sustained payment performance (minimum six months
of consecutive payments).

For U.S. consumer loans, generally one of the conditions to qualify for
modification is that a minimum number of payments (typically ranging
from one to three) must be made. Upon modification, the loan is re-aged to
current status. However, re-aging practices for certain open-ended consumer
loans, such as credit cards, are governed by Federal Financial Institutions
Examination Council (FFIEC) guidelines. For open-ended consumer loans
subject to FFIEC guidelines, one of the conditions for the loan to be re-aged
to current status is that at least three consecutive minimum monthly
payments, or the equivalent amount, must be received. In addition, under
FFIEC guidelines, the number of times that such a loan can be re-aged is
subject to limitations (generally once in 12 months and twice in five years).
Furthermore, Federal Housing Administration (FHA) and Department of
Veterans Affairs (VA) loans may only be modified under those respective
agencies’ guidelines and payments are not always required in order to re-age
amodified loan to current.

Consumer charge-off policies
Citi's charge-off policies follow the general guidelines below:

Unsecured installment loans are charged off at 120 days contractually
past due.

Unsecured revolving loans and credit card loans are charged off at

180 days contractually past due.

* Loans secured with non-real estate collateral are written down to

the estimated value of the collateral, less costs to sell, at 120 days
contractually past due.

Real estate-secured loans are written down to the estimated value of the
property, less costs to sell, at 180 days contractually past due.

Real estate-secured loans are charged off no later than 180 days
contractually past due if a decision has been made not to foreclose on
the loans.

Non-bank real estate-secured loans are charged off at the earlier of

180 days contractually past due, if there have been no payments within
the last six months, or 360 days contractually past due, if a decision has
been made not to foreclose on the loans.

Non-bank loans secured by real estate are written down to the estimated
value of the property, less costs to sell, at the earlier of the receipt of

title, the initiation of foreclosure (a process that must commence when
payments are 120 days contractually past due), when the loan is 180 days
contractually past due if there have been no payments within the past
six months or 360 days contractually past due.

Non-bank unsecured personal loans are charged off at the earlier of

180 days contractually past due if there have been no payments within the
last six months, or 360 days contractually past due.

Unsecured loans in bankruptcy are charged off within 60 days of
notification of filing by the bankruptey court or in accordance with Citi's
charge-off policy, whichever occurs earlier.

Consistent with 0CC guidance, real estate-secured loans that were
discharged through Chapter 7 bankruptcy, other than FHA-insured loans,
are written down to the estimated value of the property, less costs to sell.
Other real estate-secured loans in bankruptcy are written down to the
estimated value of the property, less costs to sell, at the later of 60 days
after notification or 60 days contractually past due.

Non-bank loans secured by real estate that are discharged through
Chapter 7 bankruptcy are written down to the estimated value of the
property, less costs to sell, at 60 days contractually past due.

Non-bank unsecured personal loans in bankruptcy are charged off when
they are 30 days contractually past due.

Commercial market loans are written down to the extent that principal is
judged to be uncollectable.

Source: Citigroup 2014 10K, p. 144, 202-203

Impaired Consumer Loans

As a result of OCC guidance issued in the third quarter of 2012, mortgage
loans to borrowers who have gone through Chapter 7 bankruptcy are
classified as troubled debt restructurings (TDRs). These TDRs, other than
FHA-insured loans, are written down to collateral value less cost to sell. FHA-
insured loans are reserved based on a discounted cash flow model.

The following tables present information about total impaired consumer
loans at and for the periods ended December 31, 2014 and 2013, respectively,
and for the years ended December 31, 2014 and 2013 for interest income
recognized on impaired consumer loans:

At and for the year ended D ber 31,2014

Related
Recorded Unpaid specific Average Interest income

In milions of dolars i balance I A carrying value
Mortgage and real estate

Residential first mortgages $13,551 $14,387 $1,909 $15,389 S 690

Home equity loans 2,029 2,674 599 2,075 74
Credit cards 2,407 2447 849 2,732 19%
Instaliment and other

Indiidual installment and other 948 963 450 a75 124

Commercial market loans 423 599 110 381 22
Total $19,358 $21,070 $3,917 $21,552 $1,106
— — — —  —

(1) Recorded investment in a koan includes net deferred loan fees and costs, unamortzed premum or discount and direct write-downs and includes accrued infarest only on credit card lans.
) $1,896 milion of residontial first mortgages, $554 milion of home oquity Joans and $158 milion of commescial market loans do not have a specific alowance

@) Inciuded in the Alowance for ban losses:

(4)  Mwerage carrying vakos represents the average recaeded ewestivent ending balance for he kst four quarters and does net inchide e relsted specsic slomance

(5)  Includes amounts recognized on bomh an accral and cash basis.

(6) Cash interest receipts on smaler-balance hamoganecus bans are generally recorded as revenue, The interest recognition policy for commercial market bans is kdentical %o that for corporat kans, a3 described below.

Consumer Troubled Debt Restructurings

The following tables present consumer TDRs occurring during the years ended December 31, 2014 and 2013

At and for the year ended D ber 31, 2014

Contingent Average
In milioss of dolkrs except Number of Post-modification  Deferred principal Principal  interest rate
nurber of laans modified loans modified princip ] _ forgi
North America
Residential first morgages 20,114 52,478 $52 $36 $16 1%
Home equity loans 7444 2 K] — 14 2
Credit cards 185,962 808 - — - 15
Installment and other revolving 46,838 35 -— -_— — 7
(Commercial markets 19 35 -_— — 1 -_—
Total ™ 260,549 $3,951 $55 $36 3
International
Residential first mortgages 3,150 $ 103 $— $— $1 1%
Home equity loans 67 n —_ — —
Credit cards 139,128 447 - - 9 13
Instaliment and other revolving 61,563 292 — — 7
[¥: ial markets ® 346 200 —_ — —_ —
Total ™ 204,254 51,053 $— S— $17



Section 6 — Credit risk

Enhanced Disclosure Task Force

¢ Examples of Leading Disclosure Practices

Recommendation 27: Policies for identifying impaired or non-performing loans, including how the bank
defines impaired or non-performing, restructured and returned-to-performing (cured) loans as well as
explanations of loan forbearance policies (2 of 2)

Corporate loans

Corporate loans represent loans and leases managed by /CG or, to a much
lesser extent, Citi Holdings. Corporate loans are identified as impaired and
placed on a cash (non-accrual) basis when it is determined, based on actual
experience and a forward-looking assessment of the collectability of the loan
in full, that the payment of interest or principal is doubtful or when interest
or principal is 90 days past due, except when the loan is well collateralized
and in the process of collection. Any interest accrued on impaired corporate
loans and leases is reversed at 90 days and charged against current earnings,
and interest is thereafter included in earnings only to the extent actually
received in cash. When there is doubt regarding the ultimate collectability

of principal, all cash receipts are thereafter applied to reduce the recorded
investment in the loan.

Impaired corporate loans and leases are written down to the extent that
principal is deemed to be uncollectable. Impaired collateral-dependent loans
and leases, where repayment is expected to be provided solely by the sale
of the underlying collateral and there are no other available and reliable
sources of repayment, are written down to the lower of cost or collateral
value. Cash-basis loans are returned to accrual status when all contractual
principal and interest amounts are reasonably assured of repayment and
there is a sustained period of repayment performance in accordance with the
contractual terms.

Citigroup has a risk management process to monitor, evaluate and
manage the principal risks associated with its corporate loan portfolio. As
part of its risk management process, Citi assigns numeric risk ratings to its
corporate loan facilities based on quantitative and qualitative assessments
of the obligor and facility. These risk ratings are reviewed at least annually
or more often if material events related to the obligor or facility warrant.
Factors considered in assigning the risk ratings include financial condition
of the obligor, qualitative assessment of management and strategy, amount
and sources of repayment, amount and type of collateral and guarantee
arrangements, amount and type of any contingencies associated with the
obligor, and the obligor’s industry and geography.

The obligor risk ratings are defined by ranges of default probabilities. The
facility risk ratings are defined by ranges of loss norms, which are the product
of the probability of default and the loss given default. The investment grade
rating categories are similar to the category BBB-/Baa3 and above as defined
by S&P and Moody's. Loans classified according to the bank regulatory
definitions as special mention, substandard and doubtful will have risk
ratings within the non-investment grade categories.

Source: Citigroup 2014 10K, pgs 206-209

Corporate Loan Delinguency and Non-Accrual Details at December 31, 2014

30-89 days =90 days

past due pastdue and  Total past due Total Total Total

In miflions of dollars and accruing accruing®™  and accruing non-accrual®  current® loans™
Commercial and industrial $ 50 $— $ 50 $ 575  $109,764  $110,389
Financial institutions 2 —_ 2 250 67,580 67,832
Mortgage and real estate 86 —_ 86 252 38,135 38,473
Leases — — —_ 51 2,062 2,113
Other 49 1 50 55 49,844 49,949
Loans at fair value 5,858
Purchased Distressed Loans 51
Total $187 $ 1 $188 $1,183 $267,385 $274,665

1)

Corporate loans that are 90 days past dug are generally classifiad as non-accrual. Corporate loans are considered past dus when principal or interest is contractually dus but unpaid.

{2) Citi generally doss not manags corporate loans on a definquency basis. Non-accrual Inans generally include those loans that are = 90 days past due or those loans for which Citi believes, based on actual sxperience

and a forward-iooking assessment of the collsctability of the loan in full, that the payment of interest or principal Is doubtful
{3) Comorate loans are past due when principal or interest is contractually due but unpaid. Loans less than 30 days past due are presented as curent
{4) Total loans include loans at fair valus, which are not inciuded in the various delinquency calumns.

Non-Accrual Corporate Loans

At and for the year ended December 31, 2014

Recorded Unpaid Related specific Average Interest income
in milians of dollars investment®  principal balance allowance carrying value @ recognized
Non-accrual corporate loans

Commercial and industrial § 575 $ 863 $155 $ 658 $32
Financial institutions 250 262 7 278 4
Mortgage and real estate 252 287 24 263 8
Lease financing 51 53 29 85 —
Other 55 68 21 60 3
Total non-accrual corporate loans $1,183 $1,533 $236 $1,344 $47
At and for the year ended December 31, 2013
Recorded Unpaid Related specific Average Interest income
In milions of dollars Investment principal balance allowance carrying valug @ recognized*®
Non-accrual corporate loans
Commerclal and industrial $ 769 $1,074 £ 79 $ 967 $30
Financial institutions 365 382 3 ara 9
Maortgage and real estate 515 651 35 585 3
Lease financing 189 190 131 189 —
Other 70 216 20 64 1
Total non-accrual corporate loans $1,908 $2,513 $268 $2,183 $43
(1) Recorded investment in a loan includes net deferred loan fees and costs, unamortized premium or discount, less any direct write-downs.
(2) Awerage camying value represents the averape recorded investment balance and does not include related specific allowancs.
{3) Interest income recognized for the year ended December 31, 2012 was $98 million
N/A Mot Applicable
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Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 27: Policies for identifying impaired or non-performing loans, including how the bank
defines impaired or non-performing, restructured and returned-to-performing (cured) loans as well as

explanations of loan forbearance policies (1 of 2)

Definition of impaired and past-due exposures

According to Bank of Italy regulations, as defined in circular 272 of July 30, 2008 and subsequent amendments, impaired
exposures, those that present the characteristics listed in paragraphs 58-62 of IAS 39, are classified into the following
categones
non-performing loans — formally impaired loans, being exposure to insolvent bormowers, even if the insolvency
has not heen recognized in a court of law, or borrowers in a similar situation. Measurement is generally on a loan-
by-loan basis (coverage ratios statistically and automatically determined for some loan porifolios below a
predefined threshold are also checked), for loans singularly not significant, on a portfolio basis for homogeneous
categories of loans;

. doubtful loans — exposure to borrowers experiencing temporary difficulties, which the Group believes may be
overcome within a reasonable peried of time. Doubtful loans also include loans not classified as non-performing
granted to borrowers other than government entities where the following conditions are met:

= They have fallen due and remained unpaid for more than 270 days (or for more than 150 or 180 days for
consumer credit exposure with an original term of less than 36 months, or 36 months or over,
respectively);

o The amount of the above exposure to the same borrower and other defaulted payments that are less
than 270 days overdue, is at least 10% of the total exposure to that borrower. Doubtful loans are valued
analytically when special elements make this advisable or by applying analytically flat percentages on a
historical or stochastic basis in the remaining cases.

. restructured loans — exposure to borrowers with whom a rescheduling agreement has been enterad into including
renegotiated pricing at interest rates below market or the conversion of part of a loan into shares (“debt to equity
swap”) and/or any reduction of principal; measurement is on a loan-by-loan basis, including discounted cost due to
renegotiation of the interest rate at a rate lower than the original contractual rate. Restructured exposures can be
reclassified under unimpaired loans only after two years have passed from the date of signing of the restructuring
agreement and a resolution has been adopted by the competent corporate bodies declaring that the debtor's full
solvency has been restored and that there are no outstanding balances on all existing lines of credit. Loans under
renegotiation involving a debt/fequity swap are valued, pending swap finalization, on the basis of the conversion
agreements entered into on the balance-sheet date. Any differences hetween the value of the loans and the fair
walue of the shares at the initial recognition are taken to profit and loss as write-downs;

. past-due Impaired loans — total exposure to any borrower not included in the other categories, which at the
balance-sheet date has expired facilities or unauthorized overdrafts that are more than 90 days past due and meet
the requirements set out by supervisory regulations for their classification under the “past due exposures” category
(TSA banks) or under the “defaulied exposures™ category (IRB banks). Total exposure is recognized in this
category if, at the balance-sheet date, either:

o the expired or unauthorized borrowing;
or:

o the average daily amount of expired or unauthorized borrowings during the last preceding quarter, is
equal to or exceeds 5% of total exposure.

Overdue exposures are valued using a statistical approach based on historical data, applying where available the
degree of risk as measured by the risk factor used for Regulation (EU) n. 575/2013 (CRR) on prudential
requirements for credit institutions and investment firms reporting (LGD — Loss given default).

Collective assessment is used for groups of loans for which individually there are no indicators of impairment: fo these

portfolios a latent impairment can be attributed, according to the method described below, inter alia on the basis of the risk
factors used under supervisory regulations CRR.

Source: UniCredit 2014 Pillar 3, pp. 171-172

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables are recognized on the date of contract signing, which noermally coincides with the date
of disbursement to the borrower.

These items include debt instruments with the above charactenstics (included host contract of hybrid instruments from which
an embedded derivative has been bifurcated) or those subject to portfolio reclassification in accordance with the rules of IAS
39 and the net value of finance leases of assets under construction or awaiting lease, provided the leases have the
characteristics of contracts entailing the transfer of risk.

After initial recognition at fair value, which is usually the price paid including transaction costs and income directly attributable
to the acquisition or issuance of the financial asset (even if not yet paid), a loan or receivable is measured at amortized cost,
which can be adjusted to take account of any write-downs/write-backs resulting from the valuation process.

A galn or loss on loans and receivables is recognized in profit or loss:
when a loan or receivable is derecognized: in item 100 (a) “Gains (losses) on disposal™;
or:
. when a loan or receivable is impaired (or the impairment loss previously recognized is reversed): in item 130 (a)
“Net losses/recoveries on impairment (a) loans and receivables”.

Interest on loans and receivables is recognized in profit or loss on an accrual basis by using the effective interest rate method
under item 10. “Interest income and similar revenue”.

Delay interest is taken to the income statement on collection or receipt

Loans and receivables are reviewed in order to identify those that, following events occurring after initial recognition, show
objective evidence of possible impairment. These impaired loans are reviewed and analyzed periodically at least once a year.

A loan or receivable is deemed impaired when it is considered that it will probably not be possible to recover all the amounts
due according fo the contractual terms, or equivalent value.

Allowances for impairment of loans and receivables are based on the present value of expected cash flows of principal and
interest; in determining the present value of future cash flows, the basic requirement is the identification of estimated
collections, the timing of payments and the rate used.

The amount of the loss on impaired exposure classified as non-performing, doubtful or restructured according to the
categories specified below, is the difference between the carrying value and the present value of estimated cash flows
discounted at the original interest rate of the financial asset. If the original rate is not directly available, or if obtaining it is too
burdensome, its best approximation will be applied.

For all fixed rate positions the interest rate so determined is kept constant also in subsequent financial years, while for floating
rate positions the interest rate is updated with respect to the floating component used as a reference while keeping the
spread originally set constant.

Recovery times are estimated on the basis of business plans or forecasts based on historical recovery experience observed
for similar classes of loans, taking into account the segment of the customers, the type of loan, the type of secunty and any
other factors considered relevant.

Any subsequent change vis-a-vis initial expectations of the amount or timing of expected cash flows of principal and interest
causes a change in allowances for impairment and is recognized in profit or loss in item 130(a) “Impairment losses (a) loans
and receivables”.

White-downs of impaired loans are classified as specific in the relevant income statement item even when the calculation is
flat-rate or statistical, as indicated below.

When the reasons for the impairment no longer exist, and this assessment is objectively attributable to an event such as an
impravement in the debtor’s credit worthiness occurred after the impairment, a reversal is made in the same profit or loss
item, within the amount of the amortized cost that there would have been if there had been no impairments.

Derecognition of a loan or receivable in its entirety (write-off) is made when the legal rights on the loan have failed or the loan
or receivable is deemed to be irrecoverable or is written off. Write-offs are recognized directly in profit or loss under item
130(a) “Net losses/recoveries on impairment (a) loans and receivables” and reduce the amount of the principal of the loan or
receivable. Reversals of all or part of amounts previously written off are recognized in the same item
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Recommendation 27: Policies for identifying impaired or non-performing loans, including how the bank
defines impaired or non-performing, restructured and returned-to-performing (cured) loans as well as

explanations of loan forbearance policies (2 of 2)

On July 24, 2014 the EBA published the "Final Draft Implementing Technical Standards on Supervisory reporting on
forbearance and non-performing exposures" (EBA/ITS/2013/03/rev1 24/7/2014), approved by the European Commission on
January 9, 2015, containing the implementing technical standards relating to consolidated harmonised supervisory statistical
reporting (FINREP).

In addition to providing the required reporting, the EBA document explains the guidelines that govern the classification of an
exposure as performing, non-performing or forborne.

Non-performing exposures are those that satisfy one or both of the following criteria:

+  material exposures past-due by more than 90 days;

+  exposures for which the bank considers it unlikely that the debtor can entirely fulfil its credit obligations, without
proceeding with the enforcement and realisation of collateral, regardless of whether exposures are past due and/or
over the limit and regardless of days past due.

According to the EBA guidelines this classification applies irrespective of the classification of an exposure as in default for
regulatory purposes in accordance with Art. 178 of Regulation 575/2013 (CRR) or impaired for accounting purposes.

With reference to December 31, 2014, the rules for classification of loans in risk categories for the purposes of the
consolidated financial statements were unchanged compared to December 31, 2013 and reflect the regulations issued by the
Bank of Italy in force at the time. In particular the volume in the financial statements of impaired assets determined according
to the Bank of Italy instructions in force (Circular 272 of July 2008 as updated) is substantially in keeping with the perimeter of
EBA NPE assets. In this regard we can note that for the purposes of classification in the different risk classes, the
consolidated companies subject to Supervision by Authorities other than the Bank of Italy are bound to observe the legal and
regulatory rules issued by the local Authorities. Therefore, for the purposes of preparing the Consolidated Financial
Statements according to the instructions issued by the Italian Supervisory Authority, with reference to the Group's foreign
Entities, in continuity with the previous periods, opportune measures were adopted with the aim of reconciling results
attributable to risk classes, which are otherwise not altogether uniform.

The EBA guidelines themselves define Forborne as exposures to which tolerance (Forbearance) measures have been
agreed. That is to say concessions have been granted to a debtor that has faced - or is about to face - difficulties in observing
its financial commitments (financial difficulties).

Under the EBA standards, forbearance is defined as:

+  acontractual modification favourable to the debtor, granted solely in view of its financial difficulties;

- refinancing, i.e. granting a new loan to a debtor in financial difficulties, to enable the fulfiiment of the existing
obligation.

The new definitions came into force for the purpose of consclidated harmonised supervisory statistical quarterly reporting
(FINREP), with reference date September 30, 2014.

With effect from January 1, 2015, the criteria for classification of impaired financial assets were revised by the Bank of ltaly, in
order to align them to the new definitions of Non-Performing Exposures and Forbearance, introduced by the aforementioned
EBA ITSs (see 7th update of Circular No. 272 of July 30, 2008 - "Accounts Matrix" issued by the Bank of Italy on January 20,
2015).

These regulatory developments imply in coming periods an adjustment of credit processes, which will allow full compliance
with the new classification rules, monitoring of the dynamics of these exposures, as well as preparation of the required reports
to the supervisory authority.

In order to implement the classification rules introduced by the EBA in the Group's management and accounting systems, the
Group has launched the related implementing activities through two phases.

In the first phase the approach adopted was based on the best approximations obtainable from the existing management
systems, for the purposes of producing FINREP reports. This was already used for the data at September 30 and December
31, 2014. Pending the necessary infrastructure changes (processes and related support applications), the database used to
define the Forborne perimeter consists in this phase of information already available within the management and accounting
systems. These systems already make it possible to place the exposures in the “restructured” risk class under the terms of
the Bank of Italy classification. This classification, defines as "restructured loan" a restructuring agreement which provides for
a moratorium on loan payments and simultaneous renegotiation at below market interest rates, the conversion of part of the
loans into shares and/or any reduction of the principal leading to a loss. In addition, the existing management and accounting
systems enable the tracking of an exposure as a concession when:

+  the loan has been renegotiated on the basis of collective agreements or through initiatives intended to support

customers in the wake of calamitous events;
. tha Inan hae haan rananntiatad thraiinh intarnal initiativas imnlamantad ki tha einala hank ta eninnart enarific

Source: UniCredit 2014 Pillar 3, pp. 177-178

In consideration of the use of an approach based on the best estimates possible, the volumes of exposures identified in this
phase as Forborne and those identified as NPEs could differ from those corresponding to a precise application of the new
definition when fully implemented. It is worth observing in particular that in this phase it was not practicable to identify
refinanced loans precisely over the entire perimeter (even though these are included in the EBA definition of Forbearance). In
the same way, the criteria for inclusion in and exclusion from the NPE category may be affected by the differences between
what is required by the previous definitions and what is provided for in the new EBA rules.

We must stress that the perimeter of Forborne Non-Performing loans includes both exposures classified as “Restructured”
and exposures classified in the other impaired loan categories.

As regards the assessments of Forborne exposures, the accounting policies follow the general criterion in line with the rules
of IAS 39.

The above criteria were followed in identifying the Forborne performing and Forborne non-performing exposures at December
31, 2014. The final results are below (in millions of Euro).

FORBORNE EXPOSURE - Loans and receivable with customers (1) (€ million)
Amounts as at 12.31.2014
PERFORMING NON PERFORMING: TOTAL
Gross Gross Gross  Writedo Net
p wr Net expi exposure  Wr Net exposure | exposure  Wns  exposure
General governments " 0 n" 59 13 46} 70 13 57
Financial corporations 98 1 97| 521 183 338 619 184 435
Non-financial corporations 3322 8 3.233 12.739 4777 7.962] 16.061 4.866 11.195)
Households 2576 86 2490 1722 467 1.255) 4298 553 3.745)
Total 6.007 176 5.831 15.041 5.440 9.601 21.048 5.616 15.432]
of which:
taly 2859 109 2750 6449 2008 4354 9308 2204 7.104
Genmany 1.621 37 1.5684 4.420 1.587 2.833) 6.041 1.624 4.417)
Austria 580 1 579 995 529 466 1575 530 1.045
CEE 836 20 816 2502 960 1.542] 3338 980 2.358)
Poland 1 9 102 675 269 406 786 278 508
Coverage ratio 2,9%)| 36,2% 26,7%
% Forborne on customer loans (1) Performing => 1,30% Non performing => 23,06% Total => 3,14%
(1) The exposures above refer to Banking Group as registered under Art. 64 of the consolidated Law on Banking and to the entifies consolidated line wme or
proportionately for regulatory purposes.

The second phase of the project, currently in progress, provides for gradual implementation in 2015 and overall process
definition by the end of the year. In this phase, the use of objective criteria for recognition of the above exposures will be
coupled with an analytical approach. which, in addition to the “Troubled Debt Test’, will provide for the possibility to manually
supplement/modify the results. The perimeter of exposures potentially subject to Forbearance measures will be further
expanded, assessing the inclusion of further cases compared with the previous phase.

3Accnrﬂmg to the Bank of Italy classification, a position is classified as a "restructured loan" when a restructuring agreement provides for a moratorium on loan
payments and simultaneous renegotiation at below market interest rates, the conversion of part of the loans into shares and/or any reduction of the principal leading to
aloss.
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Recommendation 27: Explanation of loan forbearance policies

Troubled Debt Restructurings

The following tables summarize the MUFG Group’s TDRs by class during the fiscal years ended March 31,
2013, 2014 and 2015:

Fiscal years ended March 31,

2013 2014 2015

Troubled Debt Restructurings

Pre- Post- Pre- Post- Pre- Post-
Modification Modification Modification Modification Modification Modification

0 g O 0 0 g C 2 O
Recorded Recorded Recorded Recorded Recorded Recorded
Investment  Investment  In In Iny I

(in millions)
Commercial "3

DOMeStc: .5 neanmes ¥222,125 ¥222,125 ¥175011 ¥151,505 ¥324,055 ¥312215
Manufacturing . ......... 131,105 131,105 93.968 70,462 239.793 227,953
Construction ........... 3.921 3921 3.435 3435 5,053 5,053
Real estate: .« oo 17.409 17.409 21.977 21,977 13,555 13.555
SO TNAC e i S NSRS 12,564 12,564 13,149 13.149 16,024 16,024
Wholesale and retail ... .. 42,061 42.061 32,458 32,458 43,643 43,643
Banks and other financial

institutions s 889 889 1 1 12 12
Communication and
information services ... 8.442 8,442 1.802 1,802 2,434 2434
Other industries ......... 1,927 1,927 4414 4414 2.005 2.005
CONSUMEE "+ s« viv oo s sinnivis 3,807 3,807 3.807 3,807 1,536 1.536
Foreign-excluding MUAH and
Krngant s e s 10,142 10,142 20,175 20,175 3.090 2,927
Loans acquired with
deteriorated credit quality . . . 524 524 7.616 7.616 1,594 1,594
Residential DD ....covmmvanwsas 50,005 50,005 32,777 32,777 26,073 26,073
CandSIR i SR SRR 26.409 26,055 17.141 16.869 19.275 19.015
MUAH®S 30,091 27,832 29,945 29,403 18,624 18,258
KrungsHBd) .oy — — — — 19,796 19,767
TFOEE s wmneCsmmsyEsE@yHE ¥339,296 ¥336,683 ¥282,665 ¥258345 ¥412,507 ¥399,849
Notes:

(1) TDRs for the Commercial and Residential segments include accruing loans with concessions granted, and do not include nonaccrual

loans with concessions granted.

TDRs for the Card, MUAH and Krungsri segments include accrual and nonaccrual loans. Included in the outstanding recorded

investment balances as of March 31, 2014 and 2015 are nonaccrual TDRs as follows: ¥51,780 million and ¥46,044 million—Card;

¥23,697 million and ¥22,193 million—MUAH: and nil and ¥7.136 million—Krungsri, respectively.

(3) For the Krungsri segment, the acquired loans were recorded at their fair values as of the acquisition date, and there were no indications
that an allowance for credit loss was necessary for these loans for the fiscal year ended March 31, 2014. Therefore, no TDRs were stated
at March 31, 2014 in the above table,

2

Source: MUFG 2014 Annual Report (English), pgs F-44, F-46, F-47

A modification of terms of a loan under a TDR mainly involves: (i) a reduction in the stated interest rate
applicable to the loan, (ii) an extension of the stated maturity date of the loan, (iii) a partial forgiveness of the
principal of the loan, or (iv) a combination of all of these. Those loans are also considered impaired loans, and
hence the allowance for credit losses is separately established for each loan. As a result, the amount of allowance
for credit losses increases in many cases upon classification as a TDR loan. The amount of pre-modification
outstanding recorded investment and post-modification outstanding recorded investment may differ due to write-
offs made as part of the concession. The impact of write-offs associated with TDRs on the MUFG Group's
results of operations for the fiscal years ended March 31, 2013, 2014 and 2015 was not material.

TDRs for the Commercial and Residential segments in the above tables include accruing loans with
concessions granted, and do not include nonaccrual loans with concessions granted. Once a loan is classified as a
nonaccrual loan, a modification would have little likelihood of resulting in the recovery of the loan in view of the
severity of the financial difficulty of the borrower. Therefore, even if a nonaccrual loan is modified, the loan
continues to be classified as a nonaccrual loan. The vast majority of modifications to nonaccrual loans are
temporary extensions of the maturity dates, typically for periods up to 90 days. and continually made as the
borrower is unable to repay or refinance the loan at the extended maturity. Accordingly, the impact of such TDRs
on the outstanding recorded investment is immaterial, and the vast majority of nonaccrual TDRs have
subsequently defaulted.

TDRs that subsequently defaulted in the Commercial and Residential segments of the above table includes
those accruing loans that became past due one month or more within the Commercial segment and six months or
more within the Residential segment, and those accruing loans reclassified to nonaccrual loans due to financial
difficulties even without delinquencies. This is because classification as a nonaccrual loan is regarded as default
under the MUFG Group’s credit policy. Also, the MUFG Group defines default as payment default for the
purpose of the disclosure.

Regarding the Card, MUAH and Krungsri segments, the TDRs in the above table represent modified
nonaccrual and accruing loans, and the defaulted loans in the above table represent nonaccruing and accruing
loans that became past due one month or more within the Card segment, 60 days or more within the MUAH
segment, and six months or more within the Krungsri segment.

Historical payment defaults are one of the factors considered when projecting future cash flows in
determining the allowance for credit losses for each segment.

The MUFG Group provided commitments to extend credit to customers with TDRs. The amounts of such

commitments were ¥44,116 million and ¥24,332 million at March 31, 2014 and 2015, respectively. See Note 24
for further discussion of commitments to extend credit.
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Recommendation 28a: Reconciliation of the opening and closing balances of non-performing or impaired
loans in the period and the allowance for loan losses

Changes in Gross Impaired Loans and Acceptances (GIL) (1)

(Canadian $ in millions, except as noted)

Allowance for Credit Losses (“ACL")

Credit card, consumer
Instalment and other

(Canadian S In milllons) Residential mortgages (1) personal loans

Business and
government loans

Customers’ llability
under acceptances Total

2014 2013 02 2014 2013

2012

2014 03 202 2014 2013 2012 2014 2013 2012

Gross loan balances at end of

year (3) 101,013 96,392 84,211 72,115 71,510 65,250

120,766 104,585 94,072 10,878 8,472 8,019 304,772 280,959 255552

Impairment Allowances
(specific ACL), beginning of

year 99 76 74 71 62 59 315 338 426 - - - 485 476 559
Amounts written off (87) (104) (173) (655) (750) (882)  (407)  (443) (538) - - - (1,149) (1,297) (1,593)
Recoveries of amounts written off

in previous years 40 24 60 161 152 156 423 596 630 - - - 624 772 846
Charge to income statement

(Spedific PCL) 77 129 132 519 618 742 (35)  (150) (113) - - - 561 597 761
Foreign exchange and other

movements (16) (260 (7 (2) (1) (13 (59)  (26) (67) - - - (97)  (63)  (97)
Specific ACL, end of year 113 99 76 74 71 62 237 315 338 - - - 424 485 476
Collective ACL, beginning of year 88 47 36 622 624 565 756 759 817 19 30 34 1,485 1,460 1,452
Charge to income statement

(Collective PCL) @® 40 n 50 4 59 (50) (35 (63) 8 (1) (4 - (10) 3
Foreign exchange and other

movements 3 1 - 6 2 - 48 32 5 - - - 57 35 5
Collective ACL, end of year 83 88 47 678 622 624 754 756 759 27 19 30 1,542 1,485 1,460
Total ACL 196 187 123 752 693 686 991 1,071 1,097 27 19 30 1,966 1,970 1,936
Comprised of: Loans 169 167 113 752 693 686 786 786 817 27 19 30 1,734 1,665 1,706

Other credit
instruments (2) 27 20 10 - - - 205 285 220 - - - 232 305 230

Net loan balances at end of year 100,844 96,225 84,098 71,363 70,817 68,564

119,980 103,799 93,195 10,851 8453 7,989 303,038 279,294 253,846

(1) Included in the residential mortgages balance are Canadian government and corporate-
Insured morigages of $58 billlon as at October 31, 2014 (552 billlon In 2013).

(2) The total speafic and collective allowances related to other credit Instruments are Included
In other hiabilities

(3) Included In loans as at October 31, 2014 are $95,269 million ($81,069 million In 2013 and
572,904 million In 2012} of loans denominated In U.S. dollars and 51,039 million
(5947 million In 2013 and $622 million In 2012) of loans denominated In other forelgn
currendies.

Certaln comparative figures have been redassified to conform with the current year's presentation and changes in accounting policles - see Note 1.

Loans, including customers’ liability under acceptances and allowance for credit losses, by geographic region are as follows:

Spedfic Collective
(canadian % In millionsy Gross amount allowance (2) allowance (3) Nel amount
2014 2013 2014 2013 2014 2013 2014 2013

By geographic region (1):
Canada
United States
Other countries

213,490 203,4% 191 244 766 726 212,533 202,526
80,135 68,505 182 1% 594 495 79,359 67,814
11,147 8,958 1 4 - - 11,146 8,954

Total

304,772 280,959 374 444 1,360 1,221 303,038 279,294

For the year ended October 31 2014 2013 2012
GIL, beginning of year 2,544 2976 2,685
Classified as impaired during the year 2,142 2449 3101
Transferred to not impaired during the year (669) (728)  (968)
Net repayments (1,059) (1,058) (517)
Amounts written-off (801)  (939) (1,179)
Disposals of loans (220)  (343) (197)
Foreign exchange and other movements 111 187 51
GIL, end of year 2,048 2,544 2,976
GIL as a % of gross loans and acceptances 0.67 0.91 1.17
(1) GIL excludes purchased credit impaired loans.
Changes in Allowance for Credit Losses (1)
(Canadian $ in millions, except as noted)
For the year ended October 31 2014 2013 2012
specific ACL, beginning of year 485 476 559
Specific PCL (charge to income statement) 561 597 761
Recoveries of amounts written off in
previous years 624 772 846
write-offs (1,149) (1,297) (1,593)
Foreign exchange and other movements (97) (63) (97)
specific ACL, end of year 424 485 476
Collective ACL, beginning of year 1,485 1,460 1,452
Collective PCL (charge to income statemenf) - (10) 3
Foreign exchange and other movements 57 35 5
Collective AcL, end of year 1,542 1,485 1,460
Total ACL 1,966 1,970 1,936
Comprised of:
Loans 1,734 1,665 1,706
specific allowance for other
credit instruments 50 41 29
Collective allowance for other
credit instruments 182 264 201
ACL as a % of GIL (2) 93.6 75.8 64.1

(1) Includes allowances related to other credit instruments that are included in other liabilities.

(2) Ratio excludes specific allowances for other credit instruments that are included in other

liabilities.

Source: BMO 2014 Annual Report, pgs 87-88, 137-138

Impaired loans, including the related allowances, are as follows:

(Canadian § in millions) Gross impaired amount Speciic allowance (3) Net of specific allowance
2014 2013 2014 2013 2014 2013
Residential mortgages 532 595 86 79 446 516
Consumer instalment and other personal loans 544 455 74 n 470 384
Business and government loans 972 1,494 214 294 758 1,200
Total (1) 2,048 2,544 374 444 1,674 2,100
By geographic region (2):
Canada 742 754 191 244 551 510
United States 1,301 1,783 182 196 1,119 1,587
Other countries 5 7 1 4 4 3
Total 2,048 2,544 374 444 1,674 2,100

(1) Excludes purchased credit impaired loans.

(2) Geographic region Is based upon the country of ultimate risk

(3) Excludes specific allowance of $50 million for other credit instruments ($41 millson in 2013),
which s included in other Nabilities.

Fully secured loans with past due amounts between 90 and 180 days that we have not
classified as impaired totalled $134 million and $256 million as at October 31, 2014 and 2013,
respectively
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Recommendation 28a: Reconciliation of the opening and closing balances of non-performing or impaired
loans in the period and the allowance for loan losses

Table 33: Analysis of Changes in Nonaeccrual Loans _-\_l]l.l\\'an('e| for Credit Losses

Quarter ended Year ended December 31,

Dec 31, Sep 30, Jun 30, Mar 31, Year ended Dec 31, (in millions) 2014 2013 2012 2011 2010
{in millions) 2014 2014 2014 2014 2014 2013 Balance, beginning of year $ 14,971 17,477 19,668 23,463 25,031
Commercial nonaccrual loans Provision for credit losses 1,395 2,309 7,217 7,899 15,753
Balance, beginning of period s 2,194 2,798 3,027 3,475 3475 5,824 Interest income on certain impaired loans (1) (211) (264) (315) (332) (266)
Inflows 410 342 433 367 1,552 2,178 Loan charge-offs:
Outflows: Commercial:
Returned to accruing (64) (37) (81) (98) (280) (497) Commercial and industrial (627) (739) (1,404) (1,681) (2,820)
Foreclosures (45) (18) (32) (79) (174) (321) Real estate mortgage (66) (190) (382) (636) (1,152)
Charge-offs (141) (124) (120) (116) (501) (723) Real estate construction (9) (28) (191) (351) (1,189)
Payments, sales and other (1) (415) (467) (429) (522) (1,833) (2,986) Lease financing (15) (34) (24) (41) (124)
Total outflows (665) (6486) (662) (815) (2,788) (4,527) Total commercial (717) (991) (2,001) (2,709) (5,285)
Balance, end of period 2,239 2,494 2,798 3,027 2,239 3,475 Consumer:
Consumer nonaccrual loans Real estate 1-4 family first mortgage (721) (1,439) (3,020) (3,896) (4,916)
Balance, beginning of period 10,871 11,174 11,623 12,193 12,193 14,662 Real estate 1-4 family junior lien mortgage (864) (1,579) (3,437) (3,765) (4,936)
Inflows 1,454 1,529 1,673 1,650 6,306 8,117 Credit card (1,025) (1,022) (1,105) (1,458) (2,415)
Outflows: Automobile (729) (625) (651) (797) (1,295)
Returned to accruing (678) (817) (1,107) (1,104) (3,706) (4,137) Other revolving credit and installment (668) (754) (759) (990) (1,253)
Foreclosures (114) (148) (132) (146) (540) (597) Total consumer (4,007) (5,419) (8,972) (10,906) (14,815)
Charge-offs (278) (289) (348) (400) (1,315) (2,343) Total loan charge-offs (4,724) (6,410) (10,973) (13,619) (20,100)
Payments, sales and other (1) (646) (578) (535) (570) (2,329) (3,509) Loan recoveries:
Total outflows (1,716) (1,832) (2,122) (2,220) (7,890) (10,586) Commercial:
Balance, end of period 10,609 10,871 11,174 11,623 10,609 12,193 Commercial and industrial 369 396 472 426 442
Total nonaccrual loans & 12,848 13,365 13,972 14,650 12,848 15,668 Real estate mortgage 160 226 163 143 68
Real estate construction 136 137 124 146 110
Table 37: Analysis of Changes in TDRs Lease financing 8 17 20 25 21
Quarter ended Total commercial 673 776 779 740 641
Dec 31, Sep 30, Jun 30, Mar 31, Year ended Dec. 31, Consumer:
(in millions) 2014 2014 2014 2014 2014 2013 Real estate 1-4 family first mortgage 212 246 157 405 523
Commercial TDRs Real estate 1-4 family junior lien mortgage 238 269 260 218 211
Balance, beginning of period $ 3,201 3,525 3,781 3,765 3,765 5,146 Credit card 161 127 188 257 224
Inflows 232 208 276 442 1,158 1,794 Automobile 349 322 364 449 509
Outflows Other revolving credit and installment 146 161 191 247 239
Charge-offs (62) (42) (28) (23) (155) (132) Total consumer 1,106 1,125 1,160 1,576 1,706
Foreclosure (27) (12) ®) @) (50) (88) Total loan recoveries 1,779 1,001 1,939 2,316 2,347
Payments, sales and other (1) (424) (478) (496) (400) (1,798) (2,955) Net loan charge-offs (2) (2,945) (4,500) (9,034) (11,299) (17,753)
Balance, end of period 2,920 3,201 3.525 3.781 2,920 3.765 Allowances related to business combinations/other (3) (41) (42) (59) (63) 608
Consumer TDRs Balance, end of year $ 13,169 14,971 17,477 19,668 23,463
Balance, beginning of period 21,841 22,082 22,698 22,696 22,696 21,768 Components:
Inflows 957 946 1,003 1,104 4,010 5,958 Allowance for loan losses $ 12,319 14,502 17,060 19,372 23,002
Outflows Allowance for unfunded credit commitments 850 469 417 296 441
Charge-offs (99) (120) (139) (157) (515) (859) ‘Alowance for credit losses (4) $ 13,169 14,071 17,477 10,668 23,463
Fareclosure (252) (303) (283) (325) (1,163) (1,290) Net loan charge-offs as a percentage of average total loans (2) 0.35% 0.56 1.17 1.49 2.30
Payments, sales and other (1) (797) (768) (1,073) (563) (3,201) (2,826)
Allowance for loan losses as a percentage of total loans (4) 1.43 1.76 2.13 2.52 3.04
Net change in trial modifications (2) ey 2 (124) (57) (198) 53 Allowance for credit losses as a percentage of total loans (4) 1.53 1.82 2.19 2.56 3.10
Balance, end of period 21,629 21,841 22,082 22,608 21,629 22,696
Total TDRs S 24,549 25,042 25,607 26,470 24,549 26,461 (1) Certain \mpii\rt:de g?ﬂni;‘\ctg an ‘:!z:;asrciﬁczam\cilated by discounting expected cash flows using the loan's effective interest rate over the remaining life of the loan recognize

2)  For PCI loans, charge-offs are only recorded to the extent that losses exceed the purchase accounting estimates.

(1) other cutflows include normal amortizatien/accretion of loan basis adjustments and leans transferred to held-for-sale. It also includes $1 million of loans refinanced or
restructured as new loans and removed from TDR classification for the quarter ended March 31, 2014. No leans were removed from TDR classification for the quarters
ended December 31, September 30, and June 30, 2014, respectively. During 2013, $84 million of loans were refinanced or restructured as new loans and removed from
TDR classification.

(2) Net change in trial modificatiens includes: inflows of new TDRs entering the trial payment period, net of outflows for modifications that either (i) successfully perform and
enter into a permanent modification, or (if) did not successfully perform according to the terms of the trial period plan and are subsequently charged-off, foreclosed upon or

otherwise resolved. Our experience s that substantially all of the mortgages that enter a trial payment pericd program are successful in completing the program
requirements.

Source: Wells Fargo Annual Report 2014, p. 75, 78, 163

3) Includes $693 million for the year ended December 31, 2010, related to the adoption of consolidatien accounting guidance en January 1, 2010.
4) The allowance for credit losses includes $11 million, $30 million, $117 million, $231 million and $298 millicn at December 31, 2014, 2013, 2012, 2011, and 2010,
respectively, related to PCI leans acquired from Wachovia. Loans acquired from Wachovia are included in total loans net of related purchase accounting net write-downs.
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Recommendation 28b: Explanation of the effects of loan acquisitions on ratio trends as well as qualitative

and quantitative information about restructured loans

Forbearance

In July 2014, EBA has provided a final draft definition on forbearance and non-performing exposures, which was a further refinement
of the draft definition published in 2013. ING Bank has followed up on the EBA recommendations, by updating and implementing its

forbearance policy in 2014,

The definition of forbearance is: "Forbearance occurs when the client is considered to be unable to meet its financial commitments
under the contract due to financial difficulties, and based on these difficulties ING decides to grant concessions towards the client by
either loan madification or refinancing”. Modification is defined as changing the terms and conditions of the contract to enable the
client to service the debt. Refinancing relates to putting in place a new loan contract to ensure the total or partial repayment of an
existing loan contract, of which the debtor is unable to comply with. Examples of forbearance measures are: postponement and/or
reduction of loan principal and/or interest payments, extended payment terms, debt consolidations and deferral of foreclosures.

As a result of follow up on EBA and updating and implementing the changes in 2014, the forborne assets of 2014 are not comparable
with 2013. The incomparability is mainly the result of the following:

1) EBA issued more stringent definitions on the type of assets that should classify as forborne and on the non-performing criteria. This
resulted in new assets being classified as forborne in 2014 and new forborne assets being dassified as non-performing, which ING did

not classify as such in 2013.

2) The two- and one-year probation periods (the minimum reporting period for performing and non-performing forborne assets) were
implemented in 2014. Compared to last year these probation periods will substantially diminish the outflow of the forborne assets,
while inflow of new forborne assets will continue.

3) New portfolios came into scope for screening, such as clients with ‘Early Warning Signals', the Commercial Banking portfolio under EUR
3 million (threshold of EUR 3 million was applicable in 2013) and the investment portfolio.

To identify the notion of forbearance, ING typically assesses clients with Early Warning Signals, Watch List, Restructuring and Recovery
status. ING Bank reviews the performance of clients which were granted forbearance measures on at least a quarterly basis.

For corporate customers, ING Bank applies forbearance measures only to support clients that are experiencing temporary difficulties
with fundamentally sound business madels. The aim is to maximise the repayment opportunities of the clients, while applying a very
strict policy with respect to (partial) debt forgiveness.

For retail clients, clear criteria to determine whether a client is eligible for a modification or refinancing have been established for all
ING Bank retail unit that apply forbearance activities. Also, specific approval mandates are in place to approve the madifications and
refinancing, as well as procedures to manage, monitor and report the forbearance activities. These criteria and mandates vary, based or
the legal framework in place and market practices, but are in line with ING Bank policy.

Clients which are granted forbearance measures can have any risk rating (performing or non-performing), depending on their risk profile:

» Performing - If the contract is considered as performing prior to any forbearance measure, and also after granting the forbearance
measure, the forbearance status for this client needs to be reported for a minimum of two years;

> Non-performing - If the contract is considered as non-performing prior to any forbearance measure, the client will retain its non-
performing status for a period of minimum one year.

The rating of clients with forbearance measures can also change during the forbearance reporting period:

two years as performing.

The forbearance classification on a client shall be discontinued, when all of the following conditions are met:

> The contract is considered as performing and has been reported as “performing forbearance” for a minimum of two years;
> Regular payments of significant aggregate amounts of principal or interest have been made during at least half of the forbearance

reporting period;

> None of the exposure to the client is more than 30 days past-due at the end of the forbearance reporting period.

ING provides notes that there were no significant acquisitions in 2014, but
they do not quantify the impact that prior acquisitions have had on
delinquency ratio trends

Source: ING 2014 Annual Report, pgs 286-287

From performing to non-performing - If the performing client, after forbearance measures have been granted, hits one of the
general non-performing triggers defined by ING, becomes more than 30 days past due or receives additional forbearance measures
during the reporting period, the client needs to be classified as non-performing.

From non-perfarming to performing - The non-performing client, after forbearance measures have been granted, may be upgraded
to a performing rating, only when 1) one year has passed since the forbearance measures were granted, 2) the granting of
forbearance does not lead to the recognition of impairment or default, and 3) there is not any past-due amount or no concerns
regarding the full repayment of the exposure according to the post-forbearance conditions. The total minimum reporting period of
forbearance for any “cured” non-performing client will take three years: one year as non-performing and subsequently the “regular”

ING Bank
The total ING Bank forborne assets amounted to EUR 9.9 billion at 31 December 2014.

ING Bank: Summary Forborne assets

2014 2013

Of which: Of which
Forborne Of which: Non- % of total Forborne Of which: Non- % of total
assets Performing Performing portfolio assets Performing Performing portfolio
Commercial Banking 5,839 2,422 3,417 1.6% 4,664 928 3,736 1.1%
Retail Banking 4,097 1,568 2,529 1.4% 810 810 0.3%
Totals 9,936 3,989 5,947 1.5% 5,474 1,738 3,736 0.8%

(1) Commerdal Banking includes Lending and Investments outstandings of the business portfolio, while Retail Banking indudes Lending outstandings of the
consumer portfolio.

In 2014, the forbarne assets increased by EUR 4.5 billion, which was mainly driven by Retail Banking. The increase in Retail Banking

was mainly visible in the non-performing book, due to a combination of reasons, e.g. more stringent definitions by EBA, implementing
forbearance retrospectively in combination with the probation periods and the stricter non-performing criteria. For Commercial Banking
the increase was visible in the performing book, mainly due to the extension of the screening scope.

Commercial Banking
As per end 2014, Commercial Banking forborne assets amounted to a total of EUR 5.8 billion, which represents 1.6% of the total
Commercial Banking portfolio.

Commercial Banking: Forborne assets by Geographical Region

2014 2013
Of which: Of which: Of which:
Country Forborne assets Performing Non-Performing Forborne assets  Of which: Performing Non-Performing
Netherlands 3,188 1,444 1,744 1,961 336 1,625
Belgium 577 212 365 236 18 218
Germany 62 36 26 85 0 85
Rest of Europe 1,764 698 1,066 1,604 254 1,350
Americas 165 18 147 232 13 219
Asia/Pacific 74 6 68 537 298 239
Rest of World 9 9 9 9 0
Total 5,839 2,422 3.417 4,664 928 3,736
2014 2013
Of which: Of which: Of which:
Forborne assets Performing Non-Performing Forborne assets  Of which: Performing Non-Performing
Real Estate 1,906 993 913 1,676 343 1,333
Builders &
Contractors 650 265 385 400 45 355
General Industries 510 144 366 331 37 293
Transportation &
Logistics 508 214 294 547 203 344
Food, Beverages &
Personal Care 464 204 260 384 21 363
Natural Resources 429 102 327 239 0 239
Services 388 153 235 281 183 98
Utilities 255 60 195
Retalil 214 72 142 169 g 160
Media 103 60 43 120 4 116
Telecom 64 1 63 146 3 142
Other 348 154 194 372 79 293
Total 5,839 2,422 3,417 4,664 928 3,736

The forborne assets in the performing portfolio increased by EUR 1.5 billion. The increases were visible in almast all regions, but mainly
in the Netherlands and Rest of Europe. Also the industries Real Estate and Builders & Contractors were mostly impacted. Performing
forborne assets in Asia/Pacific declined during the year.
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Recommendation 28b: Explanation of the effects of loan acquisitions on ratio trends as well as qualitative
and quantitative information about restructured loans

Renegotiated and forborne loans Renegotiated and forborne loans

In certain circumstances, the Group may renegotiate client loans. The table below shows an analysis of renegotiated and forborne loans by region:

Loans that are renegotiated for commercial reasons, such as 2013
i i i i Greater North East
When a C|I8I’Tt had a Credlt ratmg upgrade. are not mCIUded as China Asia South Asia ASEAN MENAP Africa Americas Europe Total
part of renegotiated and forborne loans because they are not Smilion  S$million  Smillion  Smillion Smillion  Smillion  $million  Smillion $million
indicative of any credit stress. Other renegotiated loans 321 85 18 579 258 42 - 3430 4,733
Loans subject to forbearance 212 114 75 417 550 75 - 534 1,977

Loans that are renegotiated primarily to grant extended tenor
to a client who is facing some difficulties but who we do not Total renegotiated and forborne loans 533 199 93 996 808 117 - 3,964 6,710
believe is impaired are reported as ‘Other renegotiated loans’.
Loans that are renegotiated on terms that are not consistent

2013

with those readily available in the market and/or where we have CGine " "Asa SouhAsa  ASEAN MENAP  Avica Ameicas  Europe Tota
gran‘ted a concession COmpared to the 0rigina| terms of the Smillion Smillion Smillion Smillion Smillion $million Smillion Smillion Smillion
loans, are considered to be subject to forbearance strategies Other renegotiated loans 161 139 74 1,612 404 45 - 2,870 5,205
and are disclosed as ‘Loans subject to forbearance’, which is Loans subject to forbearance 296 225 58 315 688 42 - 324 1,948
a subset of impaired loans. Total renegotiated and forborne loans 457 364 132 1,827 1,002 87 - 3,194 7,153
Forbearance strategies assist clients who are temporarily
in financial distress and are unable to meet their origip:al Corporate & Institutional and Commercial and
contractgal repayment lerms: Forbeargnce can be initiated Private Banking Clients
by the client, the bank or a third party (including government
sponsored programmes or a conglomerate of credit institutions) Forbearance and other renegotiations are applied on a
and includes debt restructuring, such as a new repayment case-by-case basis and are not subject to business-wide
schedule, payment deferrals, tenor extensions and interest programmes. In some cases, a new loan is granted as part
only payments. of the restructure, in others, the contractual terms and
Once a loan is subject to forbearance or is renegotiated, the repayment Of.the existing loans o changed or extended
. . (for example, interest-only for a period).
loan continues to be reported as such, until the loan matures
or is otherwise derecognised. Loans classified as subject to forbearance are managed by
GSAM and are kept under close review to assess the client’s
Retail Clients ability to adhere to the restructured repayment strategy and
For Retail Clients, all loans subject to forbearance (in addition tq |de,nt|fy any events that could result in a deterioration in the
; o client’s ability to repay.
to other renegotiated loans) are managed within a separate
portfolio. If such loans subsequently become past due, If the terms of the renegotiation are such that, where the
charge-off and lIP is accelerated to 90 days past due for present value of the new cash flows is lower than the present
unsecured loans and automobile finance or 120 days past due  value of the original cash flows, the loan would be considered
for secured loans. The accelerated loss rates applied to this to be impaired and, at a minimum, a discount provision would
portfolio are derived from experience with other renegotiated be raised and shown under loans subject to forbearance.
loans, rather than the Retail Clients portfolio as a whole, to These accounts are monitored as described on page 109.
recognise the greater degree of inherent risk. Renegotiated and forborne loans are disclosed by client
segments on page 77.
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Section 6 — Credit risk

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 29: Quantitative and qualitative analysis of the bank’s counterparty credit risk that arises
from its derivatives transactions

Notional amounts

The notional amounts are not recorded as assets or liabilities, as they represent the face amount of the contract to which a rate or price is applied to
determine the amount of cash flows to be exchanged. In most cases, notional amounts do not represent the potential gain or loss associated with market

or credit sk of such instruments.

The following table presents the notional amounts of derivative instruments:

§ millions, as at October 31 2014 2013 § millions, as at October 31 2014 2013
Residual term to maturity Current ot Credit Risk- Cusrent replacement cost Credit Risk-
Less Total i weighted equivalent weighted
than 110 Over notional Trading ALM Total amount™  amount Trading M Total amount amaount
1 year 5 years 5 years amounts Trading ALM Trading ALM P
Interest rate derivatives
Interest rate derivatives e
Cwer-the-counter r-the-counter
Forward rate agreemants s B9S00 $5 620 S - % 950 5 6072 § 3448 3 BI57 § 3819 Forward rate agreements $ 82 § - 5 82 § 48 5 4 66 3 $ 66 3§ 7 % 2
Centrally cheared forward rate agreements 143,945 13,828 - 157,773 157,773 - 160,776 Swap contracts 9,850 900 10,750 3,29 637 12,356 1,175 13,53 4,125 1,174
Swap contracts 124,194 239,932 85,580 449,706 331,657 118.043 472,967 135,71 Purchased options 153 4 157 22 10 166 1 167 29 17
Centrally cleared swap contracts 183721 347.0M 95,753 626,545 510,420 116,125 560,072 89,602
Purchased options 800 2,528 2,664 5,992 4,367 1,625 5,260 1,049 10,085 904 10,989 3,361 651 12,588 1,176 13,764 4,191 1,193
Written options 2,727 1,923 429 5,079 4,754 325 ‘ I:.}za lo? Exchange-traded s - s 2 2 - - - 13 2
T 454,287 605,902 184,426 1,254,615 1,015,043 239,572 211,655 230,29 10,000 04 10,994 3,453 653 12.588 1176 13.764 2314 1.195
Futures contracts 50,269 9,075 - 59,344 58,260 1,084 62,424 1,168 Foreign exchange derivatives
Purchased options 7.100 564 - 7,664 7,664 - 13,755 - Ower-the-counter
Written options 11.496 1,127 12,623 12,623 - 12,921 - Forward contracts 2,045 103 2,148 2,040 528 1,116 61 1177 1,424 308
68,865 10,766 - 79,631 78,547 1,084 89,100 1,168 Swap contracts 3833 1,519 5,352 2,730 497 2,764 756 3,520 3,397 1,058
Total interest rate derivatives 533,152 616,668 184,426 1,334,246 1,093,590 240,656 1,300,755 231,459 Purchased options 322 - 322 295 108 115 - 115 144 a2
Forelgn exchange derivatives 6,200 1,622 7,822 5,065 1,133 3,995 817 4,812 4,965 1,499
Ower-the-counter . 5
Forward contracts 196,290 6,941 740 203,571 189,014 14,857 147,788 13231 Credit derivatives
SWap Contracts 100,935 42,695 13,339 156,969 128,094 28,875 116,805 26,934 Over-the-counter
Purchased options : 572 7 26,508 26,492 8377 - Credit default swap contracts
Written options 28,041 393 56 28,450 28,308 182 12123 261 _ protection purchased 208 _ 208 1346 o 254 5 204 = 109
351,175 50,601 14,162 415,938 371,908 44,030 285,093 40,426 - protection sold 194 - 194 876 18 - - - - -
Exchange-traded _
e s B ~ ~ B ~ ~ ; - 397 397 2,222 64 261 33 294 131 101
Total foreign exchange derivatives 351,175 50,601 18,162 415,938 371,908 44,030 285,096 40,426 Equity derivatives
Credit durivatives Over-the-counter 367 32 399 1,343 141 283 343 901 24
Ovar-tha-counter Exchange-traded 320 - 320 558 16 129 - 129 269 5
Tatal return swap confracts - protection sold B71 345 - 1216 1218 - 2,245 - M AT 117
Credit default swap contracts - protection purchased 17 6,569 0 8,310 7.910 400 10,284 - - — 587 3 79 1501 157 2 z 170 il
Centrally cleared credit default swap Precious metal derivatives
contracts - protection purchased - 7,334 3,015 10,349 10,349 - 1,385 = Ower-the-counter 16 - 16 6 2 28 - 28 13 4
Cradit default swap contracts — protection sold 348 4,526 244 5118 5118 - 5,506 - Exch -traded 80 - 80 12 1 = = - 30 1
Centrally cloared credit default swap achange-ir:
contracts - protection sold - 7.334 1,426 8,760 8,760 - 1,093 - 96 - 96 18 3 28 - 28 43 5
Total credit derivati 2,940 26,108 4,705 33,753 33,353 a00 20513 - Other commodity derivatives
Equity derivatives Ower-the-counter 438 - 438 1.236 438 460 - 480 1,430 596
Ower-the-counter 37.193 2,953 116 40,262 39,341 a1 33745 T4 Exchange-traded 214 - 214 1,826 a8 17 - 17 1,464 29
Exchange-traded 13.338 2,954 a0 16,332 16,332 - LELE - 52 52 3 o
Total equity 50,531 5,907 156 56,594 55,673 621 42,062 714 s - L 1062 Sl Sl 2.894 525
Predous metal derivatives Non-trade exposure related to
Ower-the-counter LEa) 6 - LEn a7 - 1,258 - central ties 8 293
To pcs e 7 S S— R E——R— T 1 CVA crge 1282 w
otal precious metal atives - , , - : - o "
om.:’mm; adity de ﬂ: "'W A Total derivatives before netting 18122 2558 20,680 15721 4,165 17,861 2,086 19,947 13,517 3817
Orer-the-counter 9,447 9,900 64 19611 19,611 - 19,871 - Less: effect of netting (14,549) (14,551)
Centrally cleared commaodity derivatives 24 18 - 42 42 - . - - Tetal derivatives $ 6131 § 15721 5§ 4,165 § 53% § 13517 § 3817
Exchange-traded - Lo 7.176 74 1852 21832 - 2L - (1) Sum of curment replacement cost and potential future exposure, adjsted for the master netting agreements and the impact of collateral amounting to $2,721 milkon (2013: $2,792 milkon). The
Total ather commodity derivatives 24,053 17.094 338 41,485 41,485 - 36,975 - collateral comprses cash of $1,919 million (2013: $2,151 mallion) and govermment securities of $802 million (2013: $641 milkon).
Total notional amount of which: 5 965346 5 716470 5 203,787 5 1,885,603 § 1,599,596 5 2B6,007 § 1687310 § 272,599
Cwer-the-counter 865,897 695,488 203,673 1,765,058 1,480,135  2B4,923 1572135 271431
Exchange-traded 99,449 20,982 114 120,545 119,461 1,084 115,175 1,168

1) For OTC derivatives that are not centrally ceared, $816 bilkon (2013 $866 bilion) are with counterparties that have two-way collateral posting arrangements, 520 bilion (2013 526 bilion) are with

pasting

¥
whom we have one-way collateral posting amangements are sovereign entities

and $126 billon (2013 $139 bilion) are with counterparties that have na collateral posting amangements. All counterparties with

CIBC provides more information than specifically requested in this recommendation by providing residual term to contractual maturity for derivatives

Source: CIBC 2014 Annual Report, pgs 130-132
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from its derivatives transactions

Credit E)(posure from Derivatives Dec 31,2013 Notional amount maturity distribution st — .
Exchange-traded dernivative transactions (i.e., futures and options) are regularly settled through a central coun- nem N s;;:a"r: S ot market market, market,
terparty, the rules and regulations of which provide for daily margining of all current and future credit risk posi-  nterest rate related:
:
; ; : ; : oTC 13773939 16401710 10438348 40613997 333,660 305,152 28,508
tlons emerging out of suph 1ransact!0ns. ]’o the exte_nt PQSSlbIe, we also use central count.erparty ;!ear!ng Exthange-iraded S iSeains o R S = 5
services for OTC derivative transactions ("OTC clearing”); we thereby benefit from the credit risk mitigation  Total Interest rate related 16,544 331 17,970,173 10447186 44,961,690 334,047 305,531 28517
achieved through the central counterparty’s settlement system. C“g:g"y S 400056 433173 o773 £ 062940 06,805 00152 2.378)
Exchange-traded 27,390 350 0 27,739 12 60 (18)
The Dodd-Frank Wall Street Reform and Consumer Protection Act (“DFA”) introduced mandatory OTC clearing  Jotal Currency related 4.028.383 1.433523 628,773 6.090.679 96.848 99,242 (2.394)
) ) o ) i ) A Equityfindex related-
for certain standardized OTC derivative transactions in 2013, and margin requirements for uncleared OTC ~ “yeandexreite B0 T EaGhe enEh T St 4072)
derivatives transactions are expected to be phased in from December 2015. The European Regulation (EU) Exchange-traded 443,280 69,573 3,009 515,862 8435 5,812 2,623
- - - - - © - Total Equity/ind lated 744,164 307,127 72,697 1,123,988 34,897 36,346 1,449
No 648/2012 on OTC Derivatives, Central Counterparties and Trade Repositories (‘EMIR”) introduced a num- =0 :::\‘:a':v::re = T T T SR TR YT —— { '?35)
ber of risk mitigation techniques for non-centrally cleared OTC derivatives in 2013 and the reporting of OTC  Commodity related:
- : ; : : P ~ oTC 39,179 48,227 5016 92,422 5615 6,262 (647)
anq exchange fraded derivatives in 2014. Mandatory clearing for_ certain standardized OTC derlvatlves_trans Exchange.fraded N0 T T ST o e i
actions is expected to start in the second half of 2015, and margin requirements for uncleared OTC derivative  Total Commodity related 188,233 121,696 5,083 316,012 7,607 7,974 (367)
transactions are expected to be phased in from December 2015. Other:
oTC 24,935 12571 35 37,541 1,727 2,183 (455)
Exchange-traded 8,896 1,226 0 10,122 14 42 (28)
Notional amounts and gross market values of derivative transactions Jotal Other 33631 13,797 35 47,663 1,741 2,225 (484)
N e Total OTC business 16,503,021 19.733008 _ _11.290.248 49,527,077 257,730 476,038 21,692
! Positive Negative Net Total exchange-traded business 3,399,012 1,713,080 12914 5,125,006 10,871 8,006 2,866
>1and market market market Total 21,902,833 21,446,088 _ 11,303,162 _ 54,652,083 508,602 484,044 24,557
in€m Within 1 year < 5 years After 5 years Total value value value Positive market values after netting
Interest rate related: and cash collateral received 50,504
oTC 16,193,068 13,319,460 8,081,916 37,594 443 439,519 413,69 25823 1in 2014, figures for 2013 have been restated by € 3.0 billion (total) included in prior di
Exchange-traded 3,253,648 841,043 714 4,095 406 152 152 1)
Total Interest rate related 19,446,716 14,160,503 8,082,630 41,689,849 439,671 413,849 25,822
Currency related: . . ; i A
oTC 4,783,759 1,307 251 609,549 6,700,559 130,775 134 567 @3.792)  The following table shows a breakdown of notional amounts of OTC derivative assets and liabilities on the
Exchange-traded 12,428 103 0 12,531 55 106 (51)  basis of clearing channel.
Total Currency related 4,796,187 1,307,354 609,549 6,713,090 130,829 134,673 (3,844)
Equity/index related:
oTC 1,203,958 203,328 35,678 1,442 964 27,404 31,949 (4,545) Notional amounts of OTC derivatives on basis of clearing channel and type of derivative
Exchange-traded 499,899 71,213 4,240 575,353 7406 7,230 176 Dec 31, 2014
Total Equityfindex related 1,703,857 274 542 39,919 2,018,317 34,810 39,179 {4,369) e e
Credit derivatives 337,245 935 967 119,549 1,392,760 25370 23,074 2,296 - = = e = e
C°S’T"'1u°d“y et 13708 Sa0 e - . 04 ypp  terest rate related 15,829,914 63 % 21,764,529 98 % 37,594,443
g g . : g : Currency related 6,677,149 27 % 23410 0% 6,700,559
Exchange-traded 89,656 22218 66 111,939 605 697 B e el o ; ol TR
Total Commodity related 103,364 24,766 7,181 135,311 2,635 2,501 134 ﬁq”"jt_l-'fl’"j" _"""i" = TN e =75e T R
Other: Cre e!'lva ves 069, . 392,
oTC 34,340 8,945 0 43285 1,017 1929 (912)  Commeodity related 23,352 0% 19 0% 23,371
Exchange-traded 9,186 1,037 0 10,223 28 60 (32)  Other 43,285 0% g 0% 43,285
Total Other 43526 9,982 0 53,5609 1,045 1,989 (944) Total 25,085,700 100 % 22,111,683 100 % 47,197,384
Total OTC business 22,566,078 15,777,500 8,853,806 47,197,384 626,115 607,019 19,096 1Due to the first time disclosure of this table resulting from EDTF recommendations, no prior year information is included in the 2014 reporting.
Total exchange-traded business 3,864,818 935,614 5,021 4,805 453 8,246 8,246 0
Total 26,430,896 16,713,114 8,858,826 52,002,836 634,361 615,265 19,096 ) ) ) -
Positive markel values afier netting The notional amount of OTC derivative assets settled through central counterparties amounted to € 12.5 ftrillion
and cash collateral received 49,416 as of December 31, 2013.

Source: Deutsche Bank 2014 Annual Report, pgs 110-113
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Fair Value and Notional of Derivative Instruments. The following tables summarize the fair value of
derivative instruments designated as accounting hedges and the fair value of derivative instruments not
designated as accounting hedges by type of derivative contract and the platform on which these instruments are
traded or cleared on a gross basis. Fair values of derivative contracts in an asset position are included in Trading
assets, and fair values of derivative contracts in a lability position are reflected in Trading liabilities in the
Company’s consolidated statements of financial condition (see Note 4):

Derivative Assets at
December 31, 2014

Fair Value Notional
Bilateral Cleared Exchange Cleared  Exchange
oTcC OTC(l)  Traded Total  Bilateral OTC  OTC(1) Traded Total
(dollars in millions)
Derivatives designated as accounting
hedges:
Interest rate contracts ........... $ 394785 1053 8 — § 5000 S 44324 5 27692 % — $§  T2016
Foreign exchange contracts . ... .. 408 6 — 504 9.362 261 —_ 9,623
Total derivatives designated as
accounting hedges . ....... 4,445 1.059 —_ 5.504 53,686 27953 — 81,639
Derivatives not designated as accounting
hedges(2):
Interest rate contracts ........... 281,214 211,552 407 493,173 4,854,953 9,187454 1,467,056 15,509,463
Credit contracts ................ 27,776 4.406 — 32,182 806,441 167,390 . 973,831
Foreign exchange contracts . 72,362 152 83 72,597 1955343 11,538 9,663 1976544
Equity contracts .......... 23,208 — 24916 48,124 209,363 — 271,164 570,527
Commodity contracts . . 17,698 - 6,717 24415 115,792 —_ 156,440 272,232
Other ... 376 — — 376 5,179 — — 5,179
Total derivatives not
designated as accounting
hedges ................. 422634 216,110 32,123 670867 8,037,071 9,366,382 1904323 19,307,776
Total derivatives ................... $427,079 $ 217,169 $ 32,123 $676,371 $8,090,757 $9,394,335 $1,904,323 $19,389,415
Cash collateral netting . ............. (58,341)  (4.654) — (63.195) — — — —
Counterparty netting ... ............. (338,041) (210,922) (27,819) (576,782) - — — —
Total derivative assets $ 30497 5 1,593 $§ 4304 $ 36,3904 SR000757 $9,394.335 $1.904,323 £19,389.415

Credit Exposure—Derivatives.

The Company incurs credit risk as a dealer in over-the-counter (“OTC”) derivatives. Credit risk with respect to
derivative instruments arises from the failure of a counterparty to perform according to the terms of the contract.
In connection with its OTC derivative activities, the Company generally enters into master netting agreements
and collateral| arrangements with counterparties. These agreements provide the Company with the ability to
demand collateral as well as to liquidate collateral and offset receivables and payables covered under the same
master netting agreement in the event of counterparty default. The Company manages its trading positions by
employing a variety of risk mitigation strategies. These strategies include diversification of risk exposures and
hedging. Hedging activities consist of the purchase or sale of positions in related securities and financial
instruments, including a variety of derivative products (e.g., futures, forwards, swaps and options). For credit
exposure information on the Company’s OTC derivative products, see Note 12 to the Company’s consolidated
financial statements in Item 8.

Source: Morgan Stanley 2014 10K, pgs 240-241, 245

Derivative Liabilities at
December 31, 2014

Fair Value Notional
Bilateral Cleared Exchange Bilateral Cleared Exchange
oTc OTCi(1)  Traded  Total oTc OTC(1)  Traded Total
idollars in millions)
Derivatives designated as accounting hedges:
Interest rate contracts ... ......... 125 § 9 % — s 224§ 20245 7588 % — 3 9612
Foreign exchange contracts ... ... .. 5 1 — 6 1,491 121 — 1,612
Total der ves designated as
accounting hedges .. ......... 130 100 — 230 3,515 7,709 — 11,224
Derivatives not designated as accounting
hedges(2):
Interest ra 207 482 203 472354 4615886 9138417 1.714.021 15468324
Credit contracts 3944 32109 714,181 154,054 — 868,235
Foreign exchange contracts ... ....... 72,156 169 72346 1,947,178 11,477 1,761 1,960,416
Equity contracts . ......... 30,061 — 25,511 53,572 339,884 — 302,205 642,089
Commodity contracts 14.740 — 6.783 21,523 93,019 — 132,136 225,155
172 — — 172 5478 — — 5478
Total derivatives not designated as
accounting hedges ........... 409,873 211,595 32608 654076 7715626 9303948 2,150,123 19,169,697

Total derivatives . $410,003 $ 211,695 $ 32,608 S 654,306 $7.719.141 $9.311.657 $2.150,123 519,180,921

Cash collateral nettin (37.054) (258) - (37.312) —_ — - —_—
Counterparty netting (338,041) (210,922} (27.819) (576,782)
Total derivative liabilities .. .......... % 34908 5 515 % 4789 5 40,212 §7.719,141 $9,311,657 $2,150,123 519,180,921

(1) Amounts include OTC derivatives that are centrally cleared in accordance with certain regulatory requirements,

(2)  Notional amounts include gross notionals related to open long and short futures contracts of $685 billion and $1,122 billion, respectively.
The unsettled fair value on these futures contracts (excluded from the table above) of $472 million and $21 million i
and other receivables and Customer and other payables, respectively, in the Companys consolidated s

included in Customer
atements of financial condition.

Risk Mitigation. The Company may seek to mitigate credit risk from its lending anld trading activities in
multiple ways, including collateral provisions, guarantees and hedges. At the transaction level, the Company
seeks to mitigate risk through management of key risk elements such as size, tenor, financial covenants, seniority
and collateral. The Company actively hedges its lending and derivatives exposure through various financial
instruments that may include single-name, portfolio and structured credit derivatives. Additionally, the Company
may sell, assign or syndicate funded loans and lending commitments to other financial institutions in the primary
and secondary loan market. In connection with its derivatives trading activities, the Company generally enters
into master netting agreements and collateral arrangements with counterparties. These agreements provide the
Company with the ability to demand collateral, as well as to liquidate collateral and offset receivables and
payables covered under the same master agreement in the event of a counterparty default.
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Section 6 — Credit risk Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 29: Quantitative and qualitative analysis of the bank’s counterparty credit risk that arises
from its derivatives transactions

Derivatives

RBS mitigates counterparty credit risk arising from both derivatives and Amounts owed by RBS to a counterparty are netted against amounts the

ummary and uncollateralis
The table below analyses derivatives by type of contract. The master netting agreements and collateral shown below do not result in a net p rep agreements through the use of netting, collateral and market same party owes it, in with relevant regulatory and
on the balance sheet under IFRS. standard documentation. internal policies. However, generally, this is only done if a netting and
2014 collateral agreement is in place as well as a legai opinion to the effect
P that the agreement is enforceable in the relevant jurisdictions.
tional (1)
cg ﬁ E;: og; Total Asumls Lmh'fm; i ( z : Abiles. Nosanl Asas bl Collateral may consist of either cash or securities. In the case of
Intorost rale @ 5335 0800 7.820 4,345 27331 260912 259971 5chn  o1nodd . = derivatives, collateral generally takes the form of cash. In the case of
Exchange rate 319 2110 667 1579 4675 78707 83781 4555 61 i 4 4 seclitles ; sty takes the form of dot
Credit 2 6 % 21 125 2254 2615 : = an 553 10 i and, to a much lesser extent, equity securities at the outsel. However, if
Equity and 21 2 2 3 78 3'“9 3‘582 = R s i N 3 the value of collateral falls relative to that of the obligation, RES may
Y = 353'992 349'949 S = - require additional collateral in the form of cash (variation margin). The
£ y vast majority of agreements are subject to daily collateral calls with
2::':3::’33"”0"“3*@‘ feting (2(333;:: (2(322;3 7 collateral valued using RBS's intemal valuation methodologies.
Securities collateral __(7,013) (14,437) 257 2 Balance sheet analysis continued
Net exposure 18,392 9.994 16,362 10,7 7,09¢ 18 Key points *  Uncollateralised derivatives predominantly comprise:
. " ® Interest rate contracts: notional balances were £8.3 trillion lower due
Banks 1,875 1.534 — to increased participation in trade compression cycles in 2014. The °  Corporates: predominantly large corporates with whom RBS
Other financial institutions 4‘065 3‘72‘ 5 fair value increased due 1o significant downward shifts in major may have netting arrangements in place, but operational
Corporate 11.186 4,382 yields following further rate cuts by the European Central Bank, capability does not support collateral posting. Transactions
Govermnment 1,296 357 European instability including Germany as well as concerns over include foreign exchange hedges and interest rate swaps.
= o Shales - falling oil prices. This was partially offset by the impact of
18,392 9,994 £ ) . . L . . . . "
strengthening of sterling against the euro and participation in tear °  Banks: fransactions with certain counterparties with whom RBS
Nat exposure by region of countarparty ups. has netting arrangements but collateral is not posted on a daily
UK 9,037 3,233 basis; certain transactions with specific terms that may not fall
Europe 5,628 3,521 ®  Foreign exchange contracts: the increase in fair value is driven by within netting and collateral arrangements; derivative positions
us 1,544 1,280 the strengthening of the US dollar against the Japanese yen as the in certain jurisdictions for example China which are either
RoW 2,183 1,960 portfolio was materially positioned long US dollar and short uncollateralised or the collateral agreements are not deemed to
18,392 9,994 Japanese yen. be legally enforceable.
L: nent basis and central counterparties s Credit derivatives: noti . ; ) N, ‘ B -
) redit derivatives: notional and fair value decreased reflecting °  Other financial institutions: transactions with securitisation
The table below analyses the derivative notional and fair value by trading and settlement method. participation in trade compression cycles and reduction in the US structured purpose entities and funds where collateral posting is
Notonal Aasat et Agency business within CIB. Tightening of credit spreads in Europe contingent on RBS's external rating.
Traded over the coumiar sy and long daled spreads in the US also contributed to decrease in
Traded on Not sattled Tradad cn Traded Traded on Traded fair values. “  Government: sovereigns and supranational entities with one
reoogrised - Seffed by coniral by caniral Total eeranges iy mchongs . way collateral agreements in their favour.
2014 £bn 2bn £hn 2hn Em Em £m &m
Interest rate 2,383 18,452 6,496 27,331 5 269,908 5 259,966
Exchange rate 53 —_— 4,622 4,675 - 78,706 —_— 83,781
Credit - 22 103 125 —_ 2,254 —_ 2,615 Credit derivatives
Ecquity and e di — — 78 78 3 3,116 114 3,468 ABS trades credit derivatives to meet client needs and to mitigate its own credit risk. Credit derival relating to ietary trading are
minimal. The table below analyses bought and sold protection.
Intarest rate BE : 2014 :
Natipnal Fair valug
Exchange rate Bought Goid Bought
Credit By type n £ o £hn
Equity and commadity Client-led trading/residual risk (1) 521 50.0 [V8:] 1.3 2 1.5
Credit hedging - banking book (2) 18 - 0.1 - 2
201 Credit hedging - trading book
Interest rate 3 55 - rates 14.1 6.1 0.2 0.3 5.1 4.0 0 0
Exchange rate - credit and mortgage markets 0.4 —_ 0.2 - 2.2 1.3 0.5 3 0.7
Credit - ather 0.5 — — — 0.8 0.1
Equity and commadity 1 110 111 28 200 689  56.1 1.4 1.6 135.1  117.3 2.0 1.9 4.5 3
2014
204 3 : Mettional
Mitigation of counterparty credit risk Ebn X £br
Reverse repurchase agreements 6847 76.5 of which:
it d as (1.2) (64.7) (76.4 Monoline insurers (3) 0.1 1.6 a1 46 0.4
Derivative assets gross exposure 354.0 0 COPCs @ 152 . o - -
Counterparty netting (295.3) Nates: . . . .
(1) Residual risk ralates to lagacy posians in RCR in 2014 and in Non-Cara in 2013 and 2012,
Cash collateral held (2 (33.3) (2) Cradt hedging in the banking book principally relates to partiolic management in ACA and Non-Care.
P ived as coll I 2 (7.0) (3} Credit valuation relating to monoling insurers and credit dervatve product companies (COPCs) were £47 milkon (2013 - £00 milkon; 2012 - £506 milkan).
MNotas:
{1} l; accordanca with normal markat practice, at 31 December 2014 £60.2 bilion (2013 - 063.7 billion; 2012 - £100.7 bilkan) had been rsold or re-pledged as collateral for RBSE own transactions.
12} Atfair valee.

Source: RBS 2014 Annual Report, pgs. 257, 285-287 89



Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 30: Provide qualitative information on credit risk mitigation, including collateral held for
all sources of credit risk and quantitative information where meaningful (1 of 2)

Credit risk mitigation

ING Bank’s lending and investment businesses are subject to credit risk. As such, the creditworthiness of our customers and
investments is continually monitored for their ability to meet their financial obligations to ING Bank. In addition to determining the
credit quality and creditworthiness of the customer, ING Bank uses various credit risk mitigation technigues and instruments to mitigate
the credit risk associated with an exposure and to reduce the losses incurred subsequent to an event of default on an cbligation a
customer may have towards ING Bank. The most common terminology used in ING Bank for credit risk protection is “a cover”.

While a cover can be an important mitigant of credit risk and an alternative source of repayment, generally it is ING Bank's practice to
lend on the basis of the customer’s creditability rather than exclusively relying on the value of the cover.

Within ING Bank, there are two distinct forms of covers: assets and third party obligations.

Assets

The asset that has been pledged to ING Bank as collateral or security gives ING Bank the right to liquidate it in cases where the
customer is unable to fulfil its financial obligation. As such, the proceeds can be applied towards full or partial compensation of the
customer’s outstanding exposure. An asset can be tangible (such as cash, securities, receivables, inventory, plant & machinery and
mortgages on real estate properties) or intangible (such as patents, trademarks, contract rights and licenses).

Third party obligation

Third Party Obligation, indemnification or undertaking (either by contract and/or by law) is a legally binding declaration by a third party
that gives ING Bank the right to expect and claim from that third party to pay an amount, if the customer fails on its obligations to ING
Bank. The most common examples are guarantees (such as parent guarantees and export credit insurances) and letters of comfort.

General guidelines on cover valuation

General guidelines for cover valuation are established to ensure consistency of the application within ING Bank. These general
quidelines also require that the value of the cover needs to be monitored on regular basis, in principle at least annually. Covers shall
be revalued accordingly and whenever there is reason to believe that the market is subject to significant changes in conditions. The
frequency of monitoring and revaluation depends on the type of covers.

The valuation method also depends on the type of covers. For asset collateral, the valuation sources can be the customer's balance
sheet (e.g. inventory, machinery, and equipment), nominal value (e.g. cash, receivables), market value (e.g. securities and commaodities),
independent valuer (commercial real estate) and market indices (residential real estate). For third party obligations, the valuation is
based on the value which is attributed to the contract between ING Bank and that third party.

Cover values by risk category

This section provides insight on the type of covers and to which extent a loan is collateralised. The cover disclosures are presented by
risk category: Lending, Investment, Money-Market and Pre-settlement. For each risk category, the cover amounts are presented by the
most relevant collateral forms, being mortgages and financial collateral (including cash), and the most relevant third party obligation
being guarantees. ING Bank obtains covers which are compliant to the Capital Requirements Directive IV (CRDIV) and the related
Capital Requirements Regulation (CRR) requirements, as well as those that are not compliant.

The cover values are presented for the total portfolio of ING Bank. In the last year's disclosure, only the AIRB portfolio was presented
with covers in detail while in this year's disclosure, the covers of both AIRB and SA portfolios are presented in detail reflecting the
complete ING Bank’s portfolio. Next to that, detailed information is provided on the cover coverage for the performing and non-
performing portfolic. The non-performing loan definition is explained in detail in the section "Credit Restructuring”. To increase the
understanding of the reader on the nature of the collateralised loans, insight is given in the industry and geography breakdown of the
ING Bank portfolio as well. Another improvement is that in addition to the lending risk category, the cover valuation tables now also
give insight in the risk categories of Investment, Money Market and Pre-settlement. For comparability reasons with previous tables,
outstandings are used to show the ING Bank's portfolio.

Exposures are categorised into different Value to Loan (VTL) buckets that give insight in the level of collateralisation of ING Bank's
portfolio. VTL is calculated as the cover value divided by the outstandings at the balance sheet date. The cover values are pre-haircut
and indexed values and exclude any cost of liquidation. Covers can either be valid for all limits, sub-limits or a particular outstanding
of a borrower, the latter being the most common. To prevent erreneous inflation of the level of collateralisation, the coverage of all
outstanding is capped at 100% if there is over-collateralisation on a certain outstanding. As a result, the coverage levels disclosed are
conservative. Each limit is subsequently assigned to one of the six defined VTL buckets: no cover/data not available, >0% - 25%, >25%
t0 50%, >50% to 75%, >75% to <100%, and = 100%. As the nature of the Pre-settlement portfolic determines that collateral is
netted, these VTL buckets are not shown for the Pre-settlement portfolio.

The first two tables give a comprehensive overview of the callateralisation of the total portfolio of ING Bank

ING provides additional details on credit risk mitigation for consumer, business and capital markets lending by geography and by industry in a

Total Bank
Cover type Value to Loan
Eligible  Other CRR/ MNon CRR/ No Cover/
Financial CRD IV CRD IV Data not Partially Fully
Outstandings  Mortgages Collateral eligible Guarantees eligible available covered covered
Consumer Lending 296,451 445,855 2,976 512 30,240 31,628 5.0% 22.9% 72.1%
Commercial Banking 22 6 0 0 0 77 15.0% 7.6% 77.4%
Retail Banking Benelux 148,299 210,581 2,467 512 22,739 18,492 3.2% 27.1% 69.7%
Retail Banking International 122,568 202,279 27 0 0 9,959 8.2% 15.7% 76.1%
WestlandUtrecht Bank 25,562 32,989 482 0 7.501 3,100 0.0% 32.8% 67.1%
Business Lending 262,415 112,817 17,680 83916 56,835 110,661 33.7% 30.5% 35.8%
Commercial Banking 180,126 54,483 14,687 61,205 45,399 93,261 34.0% 29.9% 36.1%
Corporate Line Bank 270 0 0 0 0 0  100.0% 0.0% 0.0%
Retail Banking Benelux 60,297 48,374 2,657 20,725 10,119 12,664 24.7% 35.4% 39.8%
Retail Banking International 20,278 7,684 334 1,986 1,266 4,722 58.5% 19.8% 21.8%
WestlandUtrecht Bank 1.445 2,277 2 0 51 14 1.1% 64.4% 34.4%
Investment and Money Market 118,198 0 16 298 1,476 1,993 97.2% 1.1% 1.7%
Commercial Banking 46,157 0 10 298 80 27 99.2% 0.7% 0.1%
Corporate Line Bank 6,870 0 0 0 0 0 100.0% 0.0% 0.0%
Retail Banking Benelux 2,656 0 6 0 5 55 97.8% 0.4% 1.8%
Retail Banking International 62,515 0 0 0 1,392 1,91 95.5% 1.6% 2.9%
Total Lending, Investment and
Money Market 677,065 558,673 20,673 84,726 88,552 144,282 32.2% 22.0% 45.7%
Pre-settlement (3) 51,602
Commercial Banking 49,143
Corporate Line Bank 1,807
Retail Banking Benelux 134
Retail Banking International 519
Total Bank 728,667 558,673 20,673 84,726 88,552 144,282 32.2% 22.0% 45.7%

(1) Induding loans to ING Group and NN Group.

(2) Excluding intercompany positions

(3) More infoermation on the credit risk mitigants of the Pre-settlement exposure can be found in the Pre-settlement section.

Over the year, the collateralisation level of the total ING Bank portfolio improved. Excluding the pre-settlement portfolio for which
covers are netted to derive the outstandings at risk, 45.7% of the total ING Bank's outstandings (from 42.0% as of 2013) are fully

collateralised in 2014.

The lending portfolio grew over the year, partially due to the appreciation of the USD (6.0 billion) and the AUD (2.0 billion) against

the Euro. The fully covered ratio showed an improvement over the year, both in the consumer and business portfolios, with the fully
covered outstandings increasing from 50.29% to 55.1%. The consumer lending portfolio overall showed an improvement in the fully
covered ratio thanks to improved VTL's in the residential mortgages, which are by far the largest constituent of the portfolio. While the
Business Lending portfolio benefitted from de-risking activities and growths in sectors which show high levels of collateralisation.

Investment outstandings increased over the year, mainly due to increased placements with European sovereigns due to the new
regulatory liquidity regime. However, since investments traditionally have no covers, the no-covers ratio showed a small increase in
2014, This was also due to reduction in covers seen in Investments in the German portfolio where a more conservative method for
recognition of government guarantees was implemented (where government support was considered implicit and not explicit). Also, as
a part of the ING One Bank initiatives, the investment portfolio in the Spanish market was overhauled, which further led to reductions

in the covers for investments.

subsequent section. Consumer and Business lending are shown on the following page

Source: ING 2014 Annual Report, pp. 288 -291, 403-404 (283-284 shown)
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Section 6 — Credit risk

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 30: Provide qualitative information on credit risk mitigation, including collateral held for
all sources of credit risk and quantitative information where meaningful (2 of 2)

Consumer lending portfolio

The Consumer Lending portfolio includes Residential Mortgage loans (93.7% in 2014} and Gther Consumer Lending loans, which
mainly comprise credit cards, term loans and revolvers to consumers. As a result, most of the collateral consists of mortgages. The
mortgage values are maintained in the ING Bank's central database (Vortex) and in most cases external data is used to index the market
wvalue. On a quarterly or annual basis, the mortgages value is updated in Vortex using the relevant house price index (the NVM Index

in the Netherlands, Level Housing Index in Australia, Crif Real Estate Appraisal Company in Italy, Ministerio de Fomento in Spain and
Stadim in Belgium).

A significant part (49.3%) of the ING Bank’s Residential Mortgage portfolio relates to mortgage loans provided in the Netherlands,
followed by other main markets such as Germany (22.5%), and Belgium (10.6%). Given the size of the Dutch mortgages portfolio,
below the valuation methodology employed to determine the cover values for the Dutch Residential Mortgages is provided.

Dutch mortgages valuation

‘When a mortgage loan is granted, the policy maximum loan to market value (LTMV) for an existing property and for construction
property financing is 104%. The cover values are captured in the local systems which then are fed into a central data system (Vortex).
All valuations are performed by certified valuators that are registered at one of the ING Bank-accepted organisations. In addition, the
wvaluator must be a member of the NVM (Nederlandse Vereniging van Makelaars — Dutch Association of Real Estate Agents), VBO
(Vereniging Bemiddeling Onroerend Goed — Association of Real Estate Brokers), VastgoedPRO (Association of Real Estate Professianals)
or NVR (Nederlandse Vereniging van Rentmeesters).

The below tables show the values of different covers and the VTL split between performing and non-perferming loans.

Consumer Lending

Cover values including guarantees received - Total ING Bank — 2014 ™2

Cover type Value to Loan
Eligible Other Non CRR/ No Cover/
Out- Mort-  Financial CRR/CRD Guaran- CRDIV Datanot >0% >25% >50% >75%

standings gages Callateral IV eligible tees  eligible available —-25% —50% —75% -<100% =100%
Performing
Residential Mortgages 269,974 430,794 2,593 207 29,266 24,900 0.3% 01% 02% 1.6% 219% 759%
Other Consumer Lending 20,282 8,879 337 276 371 6153 65.4% 03% 02% 0.5% 27% 30.8%
Total Performing 290,256 439,672 2,930 483 29,637 31,054 4.8% 01% 02% 1.5% 206% 72.7%
Non-performing
Residential Mortgages 5307 5,849 43 9 583 457  2.9% 03% 10% 7.8% 40.0% 47.9%
Other Consumer Lending 887 334 3 20 21 18 70.9% 03% 04% 08% 48% 22.8%
Total Non-performing 6,195 6,183 46 30 604 574 127% 03% 09% 6.8% 350% 443%
Total C Lending 296,451 445,855 2,976 512 30,240 31,628 5.0% 01% 0.2%  1.6% 209% 721%

Business Lending portfolio

Business Lending is an important business of ING Bank, accounting for 36.0% of the total ING Bank's outstandings. In line with
our objective to give stakeholders insight into the portfolio, we present the Business Lending portfolio per Industry breakdown in
accordance with the NAICS definition and per Region and main market. Business Lending presented in this section does not include
Pre-settlement and Investment & Money Market exposures, which are separately exhibited in the next sections.

The table below provides the ING Bank’s portfolio broken down per NAICS Industry code. This table cannot be directly compared with
ING Bank's Real Estate Finance portfolio as the scope and definition are differently determined.

ING Bank aims to be more selective in the financing of Real Estate. As this sector has proven to be significantly impacted during

the crisis, the value of collaterals for this portfolio is of specific importance. The REF portfolio, which mostly focuses on the business
whereby ING Bank finances or refinances income producing real estate in office, retail, residential and industrial (logistics) segments or
a mix of commercial properties, presents approximately 56.4% of the Real Estate sector’s outstanding.

Cover valuation for REF portfolio

The cover valuation policy and governance within ING Bank ensures that the cover values reflect the current fair value on the date of
the valuation. All commercial properties financed by ING Bank need to be (re)-valued within three years' period or more frequently if
market conditions or the risk profile deteriorates. Non-performing loans and high risk Watch-list REF files are re-valued at least annually.

The valuation of financed properties at origination of a REF deal or the revaluation is always performed by a real estate appraiser.
For commercial properties located in the Netherlands, an internal real estate appraiser (80% of the assets) or an external real estate
appraiser (20% of the assets) performs the (rejvaluation while for properties outside the Netherlands, the (re)-valuation is always
performed through an external real estate appraiser.

For properties located in the Netherlands, if the risk profile remains stable or improves during this three year cycle, an annual indexation
is performed. The indices used are from ROZ/IPD (Vereniging Raad voor Onroerende Zaken — Association of Real Estate Council/
Investment Property Databank). If the risk profile deteriorates, a revaluation is required.

The assessment of risk profile is performed based on certain defined factors, such as external drivers including macro developments
(GDP, unemployment rate, Consumer confidence rate, Interest rate) and meso indicators (Real Estate quarterly data from Real Estate
institution) and internal drivers including micro deteriorations (vacancy, WALE — weighted average lease expiry, EBITDA) and individual
deteriorations (being Watch Listed, Credit event, suspension of payments, bankruptcy of a major tenant, actual or expected increase in
vacancy level).

For financing properties outside the Netherlands, the revaluation cycle is also set to three years. In case the agreed LTV covenants are
not met, an annual or bi-annual revaluation will take place.

The outcome of the re-valuation or indexed value is updated accordingly in the cover REF database.

Source: ING 2014 Annual Report, pp. 291-294

Busi Lending per ic sector
Cover type_ Value to Loan
Elgible Other Non CRR/ No Cover/
Out- Mort-  Financial CRR/CRD Guaran- CRDIV Data not >0% >25% >50% >75%

Industry standings gages Collateral |V ebgible tees  eligible available - 25% - 50% ~75% -<100% = 100%
Real Estate 40,592 60,158 1,218 1,084 5659 6,120 7.0% 1.0% 19% 10.3% 19.2% 60.5%
of which Non-performing 3,279 3,194 100 93 894 361 10.6% 1.9% 10.2% 27.5% 18.3% 31.5%
Natural Resources 38,653 3,888 3,266 19,457 15311 19,963 204% 91% 14.0% 13.8% 142% 28.5%
of which Non-performing 929 56 150 621 642 1,146 21.3% 0.6% 52% 7.2% 27.6% 38.0%
Commercial Banks 21,845 66 168 168 637 579 90.0% 34% 23% 08% 09% 2.6%
of which Non-performing 662 0 o [ 7 7 988% 0.0% 0.0% 0.0% 1.1% 0.0%
Transportation & Logistics 21,431 3,844 647 19,579 5,309 6,687 18.2% 34% 3.5% 71% 121% 55.8%
of which Non-performing 794 317 1 488 187 281 27.7% 1.7% 85% 104% 24.7% 26.9%
General Industries 15912 461 723 6,481 4,080 10,539 326% 4.8% 79% 10.2% 10.0% 34.5%
of which Non-performing 776 343 58 375 280 298 229% 88% 77% 58% 9.5% 453%
Services 15744 7851 1036 4,306 3941 7635 308% 38% 55% 75% 10.6% 41.9%
of which Non-performing 694 402 10 210 220 166 22.7% 54% 6.0% 64% 7.8% 51.7%
Food, Beverages & Personal

Care 15376 6,114 954 7983 3,067 15524 281% 45% 75% 12.6% 14.7% 32.6%
of which Non-performing 695 347 1 225 128 220 22.4% 76% 226% 16.7% 7.8% 22.9%
Non-Bank Financial

Institutions 13,741 2,064 5921 2,409 3415 5987 349% 76% 26% 122% 79% 34.8%
of which Non-performing 107 67 1 26 25 35 14.1% 109% 5.0% 10.1% 10.7% 49.2%
Builders & Contractors 12,394 6,641 306 4,271 2,878 9,401 29.6% 6.2% 56% 96% 10.2% 38.8%
of which Non-performing 1,016 711 5 358 390 695 29.6% 21% 82% 7.2% 12.3% 40.7%
Chemicals, Health &

Pharmaceuticals 11,914 6,610 351 4291 1892 4945 327% 50% 75% 10.6% 12.6% 31.7%
of which Non-performing 247 115 2 100 52 129 29.0% 0.8% 52% 88% 194% 36.9%
Others™® 54,815 10,972 3,089 13,886 10,646 23,281 499% 3.5% 3.0% 65% 9.0% 28.0%
of which Non-performing 1,385 517 107 625 390 514 264% 56% 3.9% 8.0% 154% 40.8%
Total Business Lending 262,415 112,817 17,680 83,916 56,835 110,661 33.7% 4.5% 55% 9.0% 11.6% 35.8%
of which Total Non-

performing 10,584 6,067 446 3,120 3,216 3,852 25.2% 3.3% 82% 13.9% 15.5% 33.9%

Business Lending per region

Cover values including guarantees received - Business Lending Portfolio - 2014 "2

Cover type Walue 1o Loan
Eligible Other Non CRR/ No Cover/
Out- Mort- Financial CRR/CRD Guaran- CRDIV Datanot  >0%  >25%  >50%  >75%

Region standings gages Collateral IV eligible tees  eligible available - 25% - 50% =75% -<100% =100%
Africa 2,221 24 177 822 1,010 717 211% 2.8% 24.7%  6.4% 23.9% 21.0%
of which Non-performing 1 o 0 o [1] 0 953% 0.0% 0.0% 0.0% 0.0% 4.7%
America 28,163 3,369 6,763 19,588 5353 19,484 258% 38% 63% 9.2% 16.1% 38.8%
of which Non-performing 296 112 a 129 23 123 4.0% 0.0% 21.0% 4.6% 381% 32.2%
Asia 32,416 907 1,381 8,265 9,308 6,553 46.5% 81% 43% 10.0% 6.8% 24.3%
of which Non-performing 150 o 7 49 29 12 19.3% 11.1% 0.0% 37.9% 19.1% 12.7%
Australia 3447 2,531 148 1,470 583 546 17.6% 156% 1.6% 25% B.7% 54.1%
of which Non-performing 50 6 [ o [ 0 92.8% 0.0% 0.0% 0.0% 0.0% 72%
Europe

Belgium 41,189 28,369 1,249 6,513 10,882 22,251 33.5% 2.2% 31% 4.3% 6.5% 50.3%
of which Non-performing 1,289 1,253 16 634 534 808 11.2% 1.7% 2.6% 4.8% 10.4% 69.4%
Germany 8,599 1,766 166 392 597 1,552 66.9% 2.5% 3.5% 2.8% 2.2% 221%
of which Non-performing &0 72 4 & 1 0 536% 1.8% 72% 0.0% 03% 371%
Metherlands 62,063 46,710 2,681 24,917 6,820 14,695 23.6% 2.9% 5.6% 15.9% 20.7% 31.3%
of which Non-performing 4,377 2,075 140 1,449 321 343 29.5% 4.7% 12.8% 22.4% 14.7% 16.0%
Rest of Europe 84,318 29,143 5114 21,950 22,283 44,864 36.5% 5.4% 6.5% 6.8% 8.4% 36.4%
of which Non-perfarming 4,342 2,549 278 850 2,309 2,566 254% 2.5% 4.7% 83% 16.6% 42.5%
Total Busi Lending 262,415 112,817 17,680 83,916 56,83_5 110,661  33.7%  4.5% 55% 9.0% 11.6% 35.8%
of which Non-performing 10,584 6,067 446 3,120 3,216 3,852 252% 3.3% 82% 13.9% 15.5% 33.9%
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Section 6 — Credit risk

Enhanced Disclosure Ta

sk Force e Examples of Leading Disclosure Practices

Recommendation 30: Provide qualitative information on credit risk mitigation, including collateral held for
all sources of credit risk and quantitative information where meaningful

Credit risk mitigation

Potential credit losses from any given account, customer or
portfolio are mitigated using a range of tools such as collateral,
netting arrangements, credit insurance, credit derivatives and
guarantees. The reliance that can be placed on these mitigants
is carefully assessed in light of issues such as legal certainty
and enforceability, market valuation correlation and
counterparty risk of the guarantor. See page 109 for our overall
approach to credit risk mitigation.

Collateral

The requirement for collateral is not a substitute for the ability to

pay, which is the primary consideration for any lending decision.

As a result of reinforcing our collateralisation requirements, the
fair value of collateral held has increased by 4 per cent since
the end of 2013.

The collateral values in the table on page 71 are adjusted
where appropriate in accordance with our risk mitigation policy
and for the effect of over-collateralisation. Exposures for

53 per cent of the clients that have placed collateral with

the Group are over-collateralised. The average amount of
over-collateralisation is 42 per cent.

The unadjusted market value of collateral, in respect of
Corporate & Institutional Clients and Commercial Clients,
without adjusting for over-collateralisation, was $212 billion
(31 December 2013: $190 billion).

We have remained conservative in the way we assess the value
of collateral, which is calibrated to a severe downturn and
backtested against our prior experience. On average across

all types of collateral, the value ascribed is approximately half
of its current market value.

Corporate & Institutional Clients and Commercial Clients

Collateral held against Corparate & Insttutional Clients and
Commercial Clints expostres amounted to $70 bilion
(2013: $68 billon).

Qur underwriting standards encourage taking specifc
charges on assets and we consistently seek high-qualty,

The decrease of commodities from 6 per cent to 3 per cent

of collateral balances is a direct result of our overall reduction
in commaodity-related exposure. The increase of reverse
repurchase {repc) and securities collateral from 27 per cent

to 36 per cent represents an increase in the deployment of
liquidity by Asset and Liability Management (ALM) to Corporate
& Institutional Clients and Commercial Clients.

The average loan-to-value (LTV) ratio of the commercial real
estate portfolio has remained relatively stable at 39.9 per cent,
compared with 41.1 per cent in 2013. The proportion of loans
with an LTV greater than 80 per cent has remained below

1 per cent during the same period.

In the Retail Clients and Private Banking Clients segments,

a secured loan is one where the borrower pledges an asset as
collateral of which the Group is able to take possession in the

event that the borrower defaults. The collateral levels for Retail
Clients have remained stable compared to 2013,

For Retail Clients, all secured loans are considered fully secured
if the fair value of the collateral is equal to or greater than the
loan at the time of origination. In total, 19 per cent of the
Group's retail product exposures are unsecured, compared to
21 per cent in 2013.

See details on page 72, which presents an analysis of loans to
individuals by product, split between fully secured, partially
secured and unsecured

For Mortgage loans, the value of property held as security
significantly exceeds the value of mortgage loans. LTV ratios
measure the ratio of the current mortgage outstanding to the
current fair value of the properties on which they are secured.

The overall LTV ratio on our mortgage portfolio is less than
50 per cent — relatively unchanged since the end of 2013.

collateral is considered when defermining probabilty of default
and other crecit related factors.

Collateral taken for longer-term and non-investment grace loans
continues o be high at 59 per cent (63 per centin 2013).
Collateral is also held against off-halance shest exposures,
inclucing undrawn commitments and trade-related instruments.

Mortgage LTV ratios by geography

The following table provides an analysis of LTV ratios by geography for the mortgages portfolio:

2014
Greater North East
China Asia  South Asia ASEAN MENAP Africa  Americas Europe Total
ss than 50 per cent 65.6 46.3 68.6 32.7 289 321 - 3341 52.0
123 220 13.0 210 18.7 135 - 40.3 17.0
105 245 113 204 19.8 21.7 - 23.2 16.2
74 47 56 17.7 17.7 233 - 34 95
41 15 1.2 73 7.2 89 - - 44
04 0.6 01 1.0 36 0.2 - - 06
- 04 0.2 0.2 44 0.3 - - 0.3
Average portfolio loan-to-value 44.0 50.0 38.7 56.4 61.4 58.2 - 515 49.3
Loans to individuals - Mortgages
(Smillion) 34,381 12,918 2,366 20,724 1,853 345 - 1,320 73,907
Africa Amancas Europe Tot.
206 506
32.2 185

Average port

148
10.0

—~ - 41

L 5 to individuals

{(Smillion)

Mortgages

32,940

73,096

porty

t, machinery and other stock
h

fevarse repo and securities
AAA

AA- 1o Al

2014
Smillion
16,438
5,408
12,504
25,641
4
17,188
3,062
007
4,390
2,426
7,780

70,377 67,906

Source: Standard Chartered 2014 Annual Report, pgs. 70-73

CRE

The Group has lending to CRE counterparties of $16.1 billion
(2013: $16.9 billion). Of this, $6.8 billion is to counterparties
where the source of repayment is substantially derived from
rental or sale of real estate and is secured by real estate
collateral. The remaining CRE lending comprises working
capital loans to real estate corporates, loans with non-property

collateral, unsecured loans and loans to real estate entities
of diversified congiomerates.

Retail Cilents and Private Banking Clients loan portfolio

The following table presents an analysis of loans to individuals
by product split between fully secured, partially secured and
unsecured

2014 2013
Fully  Partially

secured secured Unsecured Total'
Smillion Smillion Smillion Smillion

73,907 - - 73,907 =
4 - 20,485 20,489
1,016 - - 1,016

15,255 - - 15,255 -
2,783 1,494 1,363 5,640
92,965 1,494 21,848 116,307

80 1 19

securities portfolio

Members of the User Group found this table to be a
particularly useful measure of collateral quality for the
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Section 7 — Other risks

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 31: Describe ‘other risk’ types based on management’s classifications and discuss how

each one is identified, governed, measured and managed

Reputational risk

Reputational risk is the risk that stakeholders may lose
confidence in Commerzbank or that its reputation may be
damaged as a result of negative events in its business activities.
Commerzbank's stakeholder groups include in parlicular the
public and the media, non-governmental organisations and its
customers. In the present-day competitive environment, a
company's reputation is becoming more and more important. One
of the factors determining it is the Bank's handling of
sustainability considerations in its core business (intrinsic
reputational risks). Companies are judged not only on the basis of
people’s personal experiences of them, but also of reports
reaching the public, especially through the media. Therefore
reputational risk goes hand in hand with communication risk.

Strategy and organisation

Compliance risk

Compliance means conforming to the provisions of the law and to
regulatory requirements as well as maintaining other, largely
ethical, standards and commitments, The risk that may arise from
the failure to adhere 1o key legal regulations and requirements is
referred to as compliance risk.

The confidence of our ¢ . shareholders and t
partners that Commerzbank acts properly and legitimately forms
the foundation of our business activities. The aim is therefore to

ensure that key legal and req are adhered to
by having an appropriate and effectively structured compliance
management system in place. Compliance risks may be either
quantifiable or non-quantifiable risks. They therefore cannot be
fully subsumed either under operational risks or under
reputational risks. According to the business targets, Group
Compliance is responsible for the overall management of

c iance risk.

The segments and significant subsidiaries bear direct responsibility
for reputational risk resulting from their particular business activity.
The Reputational Risk Management department is part of the
central Group C ications division of C k Group
and focuses on intrinsic reputational risk that may directly lead to

Lohold.

for

P r groups. As such, Reputational
Risk M is the responsibility of the Chairman of the Board
of Managing Directors and maintains close links with the relevant
market units. It is a component of Commerzbank’s overall risk

strategy and is subject to internal and external reviews. Its task is to
identify, evaluate and address intrinsic reputational risk in
systematic processes at an early stage and suggest or implement
appropriate measures (early warning function).

Risk management

intrinsic rep risk means identifying potential
environmental, social and ethical risks at an early stage and
reacting to them in order to reduce any potential communication
risk or even preventing it completely. Intrinsic reputational risk is
managed by means of a qualitative approach. As part of a
structured process, transactions, products and customer
relationships in connection with sensitive areas are assessed with
reference to environmental, social and ethical risks on a qualitative
five-point scale. Depending on the outcome they may be assessed
unfavourably or have conditions imposed on them or even be
rejected outright.

The sensitive areas regularly and comprehensively analysed in
Reputational Risk Management include e.g. export trades in the
armaments industry and products and customer relationships
relating to power i and c dities extraction.
Commerzbank’s attitude towards these areas is laid down in

PERT hindi

that are

positions and g for all employees.
Commerzbank’s Reputational Risk Management department
regularly observes and analyses new environmental, ethical and
social issues and forwards them to the relevant parts of the Bank.
The reputational risks identified and addressed by the department
are incorporated into the quarterly report on non-quantifiable risks

prepared for the Supervisory Board’s Risk Committee.

In our overarching and Group-wide approach to risk
management, we aim to detect at an early stage any risks that
could undermine the integrity and therefore the success of
Commerzbank, and to manage these risks appropriately.

Compliance risk is managed in line with the three lines of
defence model.

The segments as well as the management and service units
form the first line of defence in accordance with their operational
responsibility. They are directly responsible for identifying and
managing compliance risk in their areas of responsibility and
provide effective and prompt risk management, complying with
the prescribed risk standards and policies. Group Compliance
forms the second line of defence for the overarching management
of compliance risks. Internal control bodies, e.g. internal auditing,
are the third line of defence. They examine the effectiveness of the
first and second lines” actions.

We are ¢ y loping our ¢ e risk gem

system in order to meet our responsibilities and cope with the
growing complexity and increasing regulatory requirements,
thereby enabling us to ensure long-term business success. In this
context, the Board of Managing Directors has started with a
Group-wide project to optimise compliance measures. The project
particularly aims at the implementation of a framework to define
and operationalise the risk appetite for compliance risks. Besides
the risk-bearing capacity, which monitors the ability to absorb
risks up to a certain level, the risk appetite defines the willingness
to take risks in the business areas considering the regulatory

requirements relating to compliance risks.

Source: Commerzbank 2014 Annual Report, pages 139-144

IT risk

IT risk is a form of operational risk. Our own definition of IT risk
includes risks to the security of information processed in our
systems in terms of meeting the four IT protection targets set out
below:

Confidentiality: Information is confidential if it is not accessible
to, or capable of being reconstructed by, unauthorised persons,
business processes or IT systems.

Integrity: Information possesses integrity if it has not been
modified or destroyed by any unauthorised means. An infor-
mation-processing system (an IT system) possesses integrity if it
can perform its intended functions without hindrance and free of
unauthorised manipulations, whether deliberate or accidental.

Traceability: Actions and technologies applied to information
are traceable if they themselves and their source can be traced
back without any ambiguity.

Availability: Information is available if it is always capable of
being used to a predefined extend by authorised persons, business
processes and IT systems when it is required.

Commerzbank attaches great importance to the protection and
security of its own information, of that entrusted to it by
customers, and of the business processes and systems used to
process it. They form a permanent core element in our IT strategy.
The processing of information is based increasingly on
information tec
IT-security are essential when managing information security.

gly, our requirements on

Information security requirements are based on the IT protection
targets referred to above and are set down in policies and
procedural instructions.

IT risks are identified, evaluated and reqularly reviewed as part
of IT governance processes. IT risk is covered in the quarterly IT
risk report. Information security is also established as a principal
objective for our Internal Control System.

In addition, the most important IT risks are being evaluated in

risk gh risk

the framework of

scenarios and considered in the Bank’s RWA calculation. This
includes the risk of a breakdown of critical IT, the risk of externals
attacking the systems or data of the Bank (cyber crime), the theft
of corporate data or the default of service providers and vendors.

Given the major importance of IT security to Commerzbank, it
is continually further developed and improved by means of
strategic projects about which the Board is kept informed on a
regular basis. In this context, a uniform IT risk management
process has been established in 2014. In addition, the department
IT Risk Management as part of GS-IT was newly-created to

gthen the IT risk

Further tightening-up of the existing information security

control structure is planned for 2015.

Human resources risk

Human resources risk falls within the definition of operational risk
in section 269 (1) SolvV. The internal management interpretation
of this definition at Commerzbank includes the following elements
in human resources risk:

Adjustment risk: We offer selected internal and external
training, continuing education and change programmes to ensure
that the level of employee qualifications keeps pace with the
current state of developments, structural changes are supported
accordingly and our employees can fulfil their duties and
responsibilities.

Motivation risk: Employee surveys enable us to respond as
quickly as possible to potential changes in our employees’ level of
corporate loyalty and to initiate adequate measures.

Departure risk: We take great care to ensure that the absence
or departure of employees does not result in long-term disruptions
1o our operations. We also regularly monitor both quantitative and
qualitative measures of staff turnover.

Supply risk: Our quantitative and qualitative staffing aims to
ensure that the internal operating requirements, business
activities, and Commerzbank’s strategy can be implemented.

Employees are a key resource for Commerzbank. Our success
is based on the specialist knowledge, skills, abilities and
motivation of our employees. Human resources risk is sys-
tematically managed by Group Human Resources with the aim of
identifying risks as early as possible and assessing and managing
them by applying selected personnel tools, for instance. The Board
of Managing Directors is regularly being informed about human
resources risk. In addition, the impl

of a second pilot
scheme for systematic and strategic personnel planning is helping
to put the management of medium- and long-term human
resources risks on a more professional footing.

Business strategy risk

Business strategy risk is the medium to long-term risk of negative
influences on the achievement of Commerzbank’s strategic goals,
for example, as a result of changes in market conditions, or the
inadequate implementation of the Group strateqy.

Group strateqy is developed further in a process that takes into
account both external and internal factors. On the basis of these
factors, the Board of Managing Directors sets out a sustainable
business strategy describing the major business activities and
steps required 1o meet the targets. To ensure proper
implementation of the Group strategy to achieve the business
targets, strategic controls are carried out through reqular
targets in the Group and

ing of q itative and q
the segments.

Responsibility for strategic corporate management lies with the
Board of Managing Directors. Specific business policy decisions
(acquisition and sale of equity holdings representing >1% of
equity capital) also require the authorisation of the Risk
Committee of the Supervisory Board. All major investments are
subject to careful review by the Board of Managing Directors.
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Section 7 — Other risks

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 31: Describe ‘other risk’ types based on management’s classifications and discuss how
each one is identified, governed, measured and managed

OPERATIONAL RISK

Definition

Ciperational risk i definad as the risk of loss resulting from Inadequate or falled Intemal processes, people and systems or from external events.

The alm of cperational risk management Is to manage operational riks In line with defined appetitas, and to protect both customers and the Group

whilst delivering sustainzble growth. The Group Cparational Risk framework s the method by which operztional risks are managed In terms of satting
risk appetis, evaluating key exposures, measuring risk, mitigating rsk, and monitorng risks on @nongoing basls, & set out below,

Risk appetite

The Group's Cperaticnal sk appetite Is designed tosefeguard the Interests of customers, Intemizl and extemnal stakeholders, and shareholders.

Appatite s expressed through st high level statements summartsed below, each of which are definad with limits and triggers approved by the Board,

and are reguilarty maonitored by executive and Board sk commitiees:

— Customer: The Group bullds trst and does not expect Its customers to be Impacted negatively.

- Reputation: The Group manages Its extemal profile effectively. The Group will manage and mitigate any prominent negathe sendment.

- Finandal loss: The Group does not expect to experience cumulative fraud or operational losses sbove 3 defined level of budgeted Group Income,
of Indhidual lossas above 3 defined amount.

- Management time and resources: The Group does not expect Internal events that divert excessive senlor management time from running
the business or have extensive Impact on colleague time and'or morale.

- Cyber. The Group minimisas the Impact from cyber attacks and Information breaches that resuft In 2 significant loss of customer confidence
or undermine the financlal stability of the Group.

~ Risk cuiture: All colleagues are responsible fior sk within thair Indhidual roles. The Group sets 3 sirong tone from the top and embraces a risk culture
acnoss the businass which s aligned to Its strateqy, vision, values and codes of respansibility. The Group encourages an open dizlague and rapid
escalation of potential threats and events.

Far further Information on risk appeetita refer to page 112

Exposures
The principal operational risks to the Group are:

- The rick that the Group ks unable to provide senvices to customers as a result of an IT systemes fallure;

- Cyber risks aszociated with malicious attacks on the confidentiality or Integrity of electronic data, or the avallability of systems;

- External fraud arking from an act of deception or omission;

- Risks ansing from Inadequate dealivery of senvices to qustomers;

- The risk assoclated with the ongoing provision of servioes to TSB and other organisations.

The risks below also have potentlal to negatively Impact customers and the Groups future results:

- Temorist acts, other acts of war or hostility, geopolitical, pandemic or other such events and responses to those acs/events may create economic and

puolitical uncertalnties, which could have a matenal adverse effiect on UK and intemational macroeconomic conditions generally, and more specifically
on the Group's results of aperations, financlal condition or prospects In ways that cannot necessanly be predicted.

- Systams and procedures are Implemeanted and maintained by the Group to comply with Increasingly complex and detalled antHmoney laundaring
&nd znti-termorsm laws and regulations. However, these may not always be fully effective In pravanting third parties from using the Group 2 a condult
for money laundering and other ilegal or prohibited actvitles. Should the Group be assocated with money laundaring or breaches of financld crime
requlations and prohibitions, s reputztion could suffer andfor 1t could bacome subject to fines, sanctions and legal enforcement; any one of which
muld have 3 material adverse effact upon operating results, finandal condition and prospects.

Measurement

Opearational risk 1s managed within a Board approved framework and risk appetite, as set out above. A varlety of measures are used such as; scoring
of potential risks, using Impact and likelihood, with Impact thresholds igned to the sk appetite statements abowe; assessment of the efactiveness
of controks; monttaring of events and losses by stze, business unit and Intemal risk cetegories.

n 2014, the highest frequency of events oocumed In extemnal fraud 183,17 per cent) and execution, delivery and process management (20.70 per cent).
Clients, products and business practices accounted for 75,86 per cent of lossas by value driven by legacy tssues where Impacts materialised in 2014
(excluding PPIL

The tabla overleaf shows high level loss and event trends for the Group using Basal | categorias.

Strategic report

Risk overview continued

The most significant risks faced by the Group which couldimpact
onthe success of delivering against the Group's strategic objectives
together with key mitigating actions are outlined below.

» PRINCIPAL RISKS

» KEY MITIGATING ACTIONS

Credit risk
Any adverse changes in the economic and market environment we

- Credit policy incorporating prudent lending criteria aligned with
the Board approved risk appetite to effectively manage credit risk.

operate in, or the credit quality and/or behaviour of our borrowers and  _ Clearly defined levels of authority ensure we lend appropriately and

counterparties would reduce the value of our assets and potentially
increase our write-downs and allowances for impairment losses,
adversely impacting profitability.

responsibly with separation of origination and sanctioning activities.
— Robust credit processes and controls including well-established

governance to ensure distressed and impaired loans are identified,

considered and controlled with independent credit risk assurance.

Conduct risk

We face significant potential conduct risk, including selling products
to customers which do not meet their needs; failing to deal

with customers’ complaints effectively; not meeting customers’
expectations; and exhibiting behaviours which do not meet

market or regulatory standards.

— Customer focused conduct strategy implemented to ensure
customers are at the heart of everything we do.

— Product approval, review processes and outcome testing supported
by conduct management information.

— Clear customer accountabilities for colleagues, with rewards
driven off customer-centric metrics.

- Learning from past mistakes, including root cause analysis.

Market risk

Key market risks include interest rate risk across the Banking and
Insurance businesses. However, our most significant market risk is
from the Defined Benefit Pension Schemes (DBPS) where asset and
liability movements impact on our capital position.

— Astructural hedge programme has been implemented to manage
liability margins and margin compression.

— Board approved pensions risk appetite covering interest rate,
credit spreads and equity risks. Credit assets are being purchased
and equity holdings reduced in the pension schemes.

— Stress and scenario testing of risk exposures.

Operational risk

We face significant operational risks which may result in financial loss,
disruption or damage to the reputation of the Group. These include
the availability, resilience and security of our core IT systems and the
potential for failings in our customer processes.

- Continually review IT system architecture to ensure that our systems are
resilient and that the confidentiality, integrity and availability of our critical
systemns and information assets are protected against cyber attacks.

— Continue to implement the actions from the 2013 independent
IT Resilience Review to enhance the resilience of systems
supporting the processes most critical to our customers.

Funding and liquidity risk

Our funding and liquidity position is supported by a significant and
stable customer deposit base. A deterioration in either our or the
UK’s credit rating, or a sudden and significant withdrawal of customer
deposits would adversely impact our funding and liquidity position.

- At 31 December 2014 the Group had £109.3 billion of unencumbered
primary liquid assets and the Group maintains a further large pool of
secondary assets that can be used to access Central Bank liquidity facilities.

— Daily monitoring against a number of market and Group specific early
warning indicators and regular stress tests.

— Contingency funding plan to identify liquidity concerns earlier.

Capital risk

Our future capital position is potentially at risk from a worsening
macroeconomic environment. This could lead to adverse financial
performance for the Group, which could deplete capital resources
and/or increase capital requirements due to a deterioration in
customers’ creditworthiness.

— Close monitoring of capital and leverage ratios to ensure we meet
our current and future regulatory requirements.

— Comprehensive stress testing analysis to evidence sufficient levels
of capital adequacy for the Group under various adverse scenarios.

— In addition to accumulating retained profits we can raise additional
capital in a variety of ways.

Regulatory risk

We are subject to industry wide investigations and reviews into a
perceived lack of competition in UK banking and financial services.
The outcomes of the UK General Election in May 2015 and the
investigations by the CMA and FCA are presently unclear and their
impact therefore remains uncertain. Other initiatives under review
include the ring-fencing proposals in the Banking Reform Act 2013,
the new FCA Consumer Credit regime and CRD V.

— The Legal, Regulatory and Mandatory Change Committee ensures
we develop plans for regulatory changes and tracks their progress.

— Continued investment in our people, processes and [T systems is
enabling us to meet our regulatory commitments.

— Continued engagement with government and regulatory authorities
on forthcoming regulatory changes and market investigations and
reviews.

People risk

Key people risks include the risk that the Group fails to lead
responsibly in an increasing competitive marketplace, particularly with
the introduction of the Senior Managers’ Regime and Certification
Regime which will come into force in 2015. This may dissuade capable
individuals from taking up senior positions within our Group.

— Work collaboratively with regulators to implement the new Individual
Accountability Regime in 2015, ensuring burden of proof and
attestation requirements are effectively implemented.

— Maintain competitive working practices to attract, retain and engage
high quality people.

— Create a work environment which listens and acts on colleague
feedback, making the Group the best bank for colleagues.

Source: Lloyds 2014 Annual Report, Page 32-33, 136, 144-145, 166-170
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Section 7 — Other risks

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 32: Discuss risk events, including impact on businesses and bank response where
material or potentially material loss events have occurred with focus on changes to risk processes

HIGHLIGHTS OF 2014

Group Compliance

The organisation of the Compliance function underwent major changes in
2014. It was decided in the second half to make it an integrated function
and to strengthen the means at its disposal

In the United States, a “Financial Security” team was created to
strengthen the system designed to ensure compliance with embargoes
and sanctions across the Group as a whole, and the New York and Paris
teams were assigned permanent responsibility for control in respect of
“Financial Security" issues. The number of staff working in the Group
Compliance function increased significantly to 2,051 full-time equivalents
(FTE), an increase of 24.3% compared with 2013 (excluding staff dedicated
to the supervision of permanent control/operational risk). The Compliance
function will supervise the implementation of the “remediation ptan”
requested by the US authorities, representing the translation of
commitments made by BNP Paribas to improve the control of activities
carried aut in US dollars. Several other projects are underway to better
adapt the organisation to the many challenges faced by Compliance
(new regulatory requirements, complex transactions, etc.), particularly
in the areas of financial security (anti-money laundering, corruption and
the financing of terrorism, international financial sanctions) and market
Integrity, and to improve the system designed to protect customers

BNP Paribas outlines the specific
changes made in response to
the comprehensive settlement
with US authorities

The work of the Compliance Function in 2014 may be summarised notably
as follows:

® the corpus of Group standards was enhanced by several important
documents defining the Group's rules and standards. In particular:

= in the field of financial security, reinforcement of rules governing
knowledge of customers ("Know Your Customer”, KYC), and other
counterparties and partners, and establishment, continuing in
2015 in conjunction with the relevant authorities, of a mechanism
to ensure compliance with international financial sanctions,
particularly American. In this same area, reinforcement of the
many policies and procedures related to compliance with new
international sanctions or changes thereto; on a broader level,
review of all policies and procedures relating to compliance with
international sanctions, with changes made whenever necessary;
updating of the whistleblowing procedure,

distribution of generic permanent control programmes for the
protection of personal data, which is becoming increasingly critical
with the growing digitisation of the economy, and for the protection
of customers' interests,

compensation policy when it is potentially the source of conflicts
of interest

In training, a major effort was undertaken across the entire Group, using
multiple channels (online training, mandatory for employees exposed to
risk in this area, distribution of a guide, etc.), to raise awareness among all
employees involved of the importance of international financial sanctions
and their main features.

Various projects will be pursued and finalised in 2015:

m establishment of a completely new organisation for the Compliance
function, in addition to a further increase in its human and technical
resources;

® introduction of new financial safety mechanisms across the Group in
the field of international financial sanctions.

Permanent operational control

The BNP Paribas Group's permanent control and operational risk
management system is built on two pillars: significant accountability of
operational staff in the management of operational risk, and second-level
control of this management by separate functions. Several significant
steps are worthy of particular mention:

® the Group's various businesses and functions have enriched and/or
updated their generic processes, adding risks and controls that must
be shared by the different actors in permanent control to achieve
greater uniformity of the system between the various units;

m the governance system has been adapted to changes made by the
Executive Management, notably under the responsibilities of the
Country Heads;

m several reports designed to inform management have been
standardised, and the means for performing them reinforced at Group
level and within the various units;

® works to improve analysis of each unit's risk profile has gathered pace.

Source: BNP Paribas 2014 Annual Report, pgs 96-98

Periodic control

General Inspection completed the deployment of its new UNIK tool across
geographic platforms. Efforts will continue in 2015, in conjunction with
the central TP function and the software company selected to improve
its functionality and to introduce new modules.

Targeted monitoring of the consistency of findings under the new avdit
methodology was pursued by the Review Committee established in 2013
to assist in its proper application by all hubs.

The new audit methodology published in 2013 was the subject of several
amendments based on the lessons drawn from its concrete application;
a framework for the preparation of the audit plan was issued in October,

INTERNAL CONTROL STAFF

Also with a view to continuous improvement in the quality of periodic
inspection work, the Quality Assurance Review (QAR) programme
continued, with six new assignments completed in 2014, Since its launch
in November 2008, this programme has enabled the practices of all
audit teams to be benchmarked against professional standards and the
reference framework defined by the function.

Investments in training continued, with 11,500 days dedicated to this
process for the function as a whole, Special emphasis was placed this
year on financial security and the use of the UNIK tool

At the end of October 2014, there were 199 certified avdit staff, bringing
the ratio of certified staff to total staff to 20.9%, a slight increase
compared with 2013,

At the end of 2014, the various internal control functions had the following workforce (in full-time equivalent staff - FTEs):

Change
2014 | 2004/2013

2008

Compliance (excluding Permanent

Control/20PC) 864 904 1125 1,369 1,567 L577 1650 2051 +243%
Oversight of Permanent Control/

Operational risk (20PC) 562 637 760 315% 381 361 331 71 +121%
Group Risk Management 954 950 29400 1,801 1871 1,965 1920 2080  +B3KK
Periodic Control 828 824 1016 10145 1,107 1,030 962 965 +0.3%
TOTAL 3,208 3,315 5,841 4,499 5,026 4,933 4,807 5471  +13.8%

(1} No. of staff estimated at the end of the period.
(2)  After re-classifying staff (see explanation below)
(3} Before re-classifying Fortis staff

) Including staff from TEB (Turk Ekonomi Bankasi)

Second-level permanent control

With 2,051 FTEs estimated at the end of 2014, the number of Compliance
staff (excluding Permanent Control 20PC) was up by 24.3% compared
with 2013. The ratio of Compliance employees (excluding 20PC) to the
Group's total workforce was 1.09% based on an estimate of the workforce
managed by the Group at the end of 2014, up from 0.89% based on the
actual number in 2013.

The repositioning of the permanent control and operational risk oversight
function decided upon in 2010 has led to a reallocation to the operational
entities of part of the workforce (400 FTES) previously counted as part
of permanent operational control. With effect from 2010, only staff that
can clearly be assigned to second-level controls/second line of defence
functions have been counted. The figures for 2010 are not comparable
with those for previous years. In 2014, the scope of employees assigned
to the second level was reviewed in the Investment Partners and the
International Retail Banking businesses.

The size of the Risk function's headcount was stable, the difference
between 2013 and 2014 being attributable to a change in scope (transfer
of Belgian staff from “business” positions to the Risk function, such as
BNP Paribas Fortis credit analysts).

Periodic control

There were 965 FTEs in General Inspection at 31 December 2014,
including 904 FTEs covering avdit (excluding suppart staff), compared
with 962 (302 FTEs excluding support staff) at 31 December 2013.
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Section 7 — Other risks

Enhanced Disclosure Task Force ¢ Examples of Leading Disclosure Practices

Recommendation 32: Discuss risk events, including impact on businesses and bank response where
material or potentially material loss events have occurred with focus on changes to risk processes

Operational risk events and losses (unaudited)

Operational risk
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8.2  Operational Risk in 2014

The total value of operational risk losses in 2014 was 0.13% of the DBS' total operating income, compared to 0.20% in 2013. The loss
profile (net loss greater than SGD 10,000 and based on the date of detection of the operational risk event), was mainly categorised
into the following four Basel risk event categories: (i) internal fraud; (i) external fraud; (iii) clients, products and business practices

and (iv) execution, delivery and process management.

2013 2014

0%

Internal Fraud

External Fraud

Clients, Products

& Business Practices
Execution, Delivery

& Process Management
Others

Note: Others inciude: (v) employment practices and workplace safety; (vi) damage to physical assets and (vii) business distruption, system failure

Save for an isolated incident, external fraud losses comprised mainly credit card fraud, in particular, Card Not Present (CNP) fraud which
accounted for approximately 70% of the losses in this category. This is in line with industry trend that CNP fraud is the fastest growing area
due to the meteoric growth of e-commerce in the Asia-Pacific region. CNP fraud losses are generally recoverable subject to card association
rules. We have continued to increase our vigilance and implemented mitigating measures such as adjustment of fraud parameters, random
generation of card numbers and review of the setting of alert thresholds for sending short messaging system (SMS)

In addition, reduction in losses was also noted for execution, delivery and process management due to continuing efforts to manage
and mitigate operational risk including automating manual processes, enhancing risk and control training and established internal deals
governance and control framework/controls. We also embarked on a transition from control self assessment to risk and control self
assessment to help the units better identify and manage operational risk.

Many institutions noted that they had not experienced significant operational risk loss events during the year and/or the largest incidents were contained
within broader operational risk loss categories. In such cases, the User Group has recognized banks for quantifying overall operational risk loss experience and
for providing information about operational risk management initiatives undertaken to reduce future losses. Standard Chartered and DBS are shown here

Source: Standard Chartered 2014 Annual Report, pg 99
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