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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. HSBC, Royal Bank of Canada 5 18. Citigroup (a), TD (b), Standard Chartered (c) 45
2. Barclays, JP Morgan 7 19. RBS, CIBC, Credit Suisse 49
3. ING, RBS 9 20. Deutsche Bank, National Bank of Canada 53
4. Barclays, JP Morgan Chase 11 21. Credit Suisse, UBS 55
Risk governance and risk management strategies / business model Market risk
5. Barclays, Bank of Montreal 14 22. HSBC, TD 58
6. Deutsche Bank, UBS 18 23. Lloyd’s, UBS 60
7. Scotiabank, Barclays 20 24. RBS, UBS 62
8. Barclays 22 25. Santander, JP Morgan Chase 64
Capital adequacy and risk-weighted assets Credit risk
9. Credit Suisse, Handelsbanken 26 26. Citigroup, ING 67
10. Mizuho (a), ANZ (b) 28 27. Lloyds, UniCredit 69
11. Citigroup, Standard Chartered 30 28. Wells Fargo (a), Bank of America (b) 73
12. JP Morgan Chase, Santander 32 29. Santander, Scotiabank 76
13. Deutsche Bank, BNP Paribas 34 30. ING, HSBC 78
14. BNP Paribas, Standard Chartered, UBS 36 Other risks
15. Deutsche Bank (a), CIBC (b) 38 31. Standard Chartered, Commerzbank 83
16. UBS, Deutsche Bank 40 32. Mizuho, HSBC 85
17. HSBC, Deutsche Bank 42
Notes

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

—  Examples shown are not exclusive. The EDTF has highlighted only a subset of the good disclosures available, selecting examples from a broad
set of institutions across geographies. Ernst & Young provided support in identifying potential Leading Practice examples

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

Recommendation 1: Present all risk information together or provide an index to aid in navigation
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HSBC provides more detailed references within each section (e.g., Credit risk)

Sources: HSBC Annual Report 2013, p. 134, 150, 230, 244

Frvoeresr Tew repnong pap taake

| Appwsder to Rirk - rizk palicier and praciice:




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
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Royal Bank of Canada (RBC) provides a basic Table Of Contents at the
beginning of its MD&A section that links to major sections within Risk
Management. Separately, RBC provides an index to individual risk disclosures
within Risk Management.

Members of the EDTF Users Group noted that while it is helpful when banks
provide specific references to EDTF disclosures, they did not require such a
disclosure for Recommendation 1 to be considered Fully Implemented. From a
users’ perspective, it is simply important for the bank to provide an in-depth
cross-reference to significant risk management disclosures within the Annual
Report and in other locations

Sources: Royal Bank of Canada, Annual Report 2013, p98
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Section 1 — General recommendations

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

Glossary of terms

A-IRE' | 'Advanced-imemal Ratings Based See “Internal Ratkngs Based (IRB) approach’
ABS COO Super Senior’ Super senor tranches of debl Enked 1o colinteralised debt obligabons of assel backed
sacurities (defined below). Payment of super senior tranches takes prionty over other obligations.

Accepiances and endorsements’ An scceptance is an undertaking by a bank o pay a bill of exchange drarsm on a
customes. The Group expects most acceptances to be presenied, but resmbursement by the customer is nomally
immediate. Endorsements are residual labiibes of the Group in respect of bils of exchange which have been paid
and subsaquently rediscounted

Additional Teer 1 (AT 1} capital’ In the context of CRD 1V, a measure of a bank's financial strength as defined the
Capital Requiremenis Regulation

Additional Teer 1 (AT1) securibes’ Securities thal ane traded as additional tier 1 (AT1) capital in the context of CRD IV,

Adjusted attributable profil Adjusted profit, afler tax and non-controfing inbenests’ shame, atiributabie lo the
shareholders of Barclays' PLC

Adjusted basic aamings per share’ Basic eamings per share, based on adjusted attributable samings

Adjusled compensation: nel operaling income’ Compensalion cosls as a proponion of adjusbed ned qper.'ﬂmg IAGGOmE
(adjusted income less credil impairment charnges and olher provisions)

Adjusted cost ncome ralio’ Adjusted operaling expenses (delined below) compared 1o adjusted moome (defined
balow)

Adjusted gross leverage’ The multiphe of adjusted iotal tangible assets over todal gqualdying Teer 1 capital. Adpsied
fotal tangible assets are total assets less dervative counterparty netting where the Group has a legally enforceable
masier nelling agreement, assets under management on the balance sheel, saitlement balances and cash collateral
on denvative liabilities, goodwill and infangsble assets. Sea Twer 1 capital’

Adjusted income Total income net of insurance claims adjusted to exclude the impact of own credil, and gain on
desposal of the invesiment in BlackRock, Inc

Ad|usted operabing expenses’ Operating expenses adjusted 1o exclude the provision for Payment Protection
Insurance redress paymenis and claims management costs (PPl redress), the provision for interest rate hedging
products redress and claims management costs (interest rate hedging products redress), and goodwill mpairment

Adjusied prohl before fax’ Profil before tax adjusted o exciude the impact of own credit, impairment of and gain on
dsposal of the investiment in BlackFRock, Inc,, the provision for Payment Protection Insurance redress payments and
claims management costs (PP redress), the provision for interest rate hedgng products redress and claims
management costs (inberest rate hedging products redress) and goodwill impaimmants

Adjusted return on average sk weighled assets’ Adjusted profit as a proportion of average risk wesghted assets.

Adjusted raturm on average shareholders' equity’ Adpuesied profit after tax attnibutable to ordinary shareholders as a
proportion of average shareholders’ equity

Adjusted return on average tangible shareholders’ equity” Adjusied profit after tax attributable to ordinary
shareholders as a proporton of average sharsholders’ equity excluding non-controlling inlerests adjusted for the
deducton of intangible assels and goodwill

Advanced Measurement Approach’ Under Basel I, eperational risk charges can be calculated by using one of three
mathods (or approaches) that increase in sophistication and sk sensitivity: (1) the Basic Indicator Approach;; (i) the
Standardised Appraach, and (in) Advanced Measurement Approaches [AMA). Linder AMA the banks are allowed 1o
develop thesr own empirical model 1o quantify required capital for operational risk, Banks can only use this approach
subject o approval from their local regulators.

Alnca Rietasd and Business Banking (Afnca REB) A busine

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Agency Ressdental Mortgage-Backed Secunties (RMBS) RMBS Securibies issued by govemment-sponsored
institutsons

American Ceposiory Recsipts (A0DR) A negotiable certificate that represents the ownership of shares in a non-US
company (for example Barclays) trading in US financial markets

Amencas Geographic segment comprsing the USA, Canada and counines where Barclays operates within Latn
America

Annual Earmings at Risk (AEaR) Impact on eamings of a parallel jupward or downiward) movement in nterest rales

Application scorecards’ Algorithm based decision tools used o aid business decisions and manage credit risk based
on available customer data at the point of application for a product

Amears Customers are sasd 1o be m arrears when they ane behind in fulfiling their obhgations with the result that an
outstandeng loan is unpaid or overdus. Such customers are atso said to be in a state of delinguency. Whan a cuslomer
is in armgars, their entire ovistandng balance is said 1o be delinguent, meaning thal delinquent balances are thoe total
outstanding loans on which payments are overdue

Amears Managed accounts’ Armears Managed accounds are prancipally Business Lending customers in armears with an
exposure imit less than £50 000 in the UK and €100 000 in Europe, supervised using processes designed 1o manage
a homogeneous set of assets.

Asia’ Geographic segment comprising countnes where Barclays operates within Asia (including Singapore, Japan,
China and India), Australasia and the Middle East

Assel Backed Commaerceal Paper Typically short-lerm noles secured on specified assels issued by consolidated
special purpose entibes for funding purposes.

Assel Backed Securties (ABS) Secunties that represent an imerest in an underlying pool of referanced assets, The
referenced pool can comprise any assets which atiract a set of associated cash flows but are commaonly pools of
residential or commercial mortgages and. in the case of Collateralised Debt Obligations (CDOs), the referenced pool
may be ABS or other classes of assets.

Altributable peali’ Profit after tax, excluding non-controlling interests’ share thal is altributable to the shareholders of
Barclays' PLC

Back lesting Includes a number of techniques that assess the continued stabistical valsdity of a model by simulating
herw the model would have predicled recent expenence

Balance weaighted Lean to Value (LTV) ratic’ In the context of the credd risk disclosures on secured home loans, a
means of calculating marked to market LTVs denved by calculating indiidual LTVs at account level and weighting il
by the balances lo ammive at the average position. Balance weighted loan to value is caloudated using the following
formula: LTV = ({loan balance 1 x MTM LTV for loan 1) + (loan balance 2 x MTM LTV for loan 2} + . )}/ total

outstandings in portfolio.
The Bank' Barclays Bank PLC

Barclaycard An international payments business service provider 1o retad and business customers incleding credit
cards, consumer lending, merchant acquinng, commercial cards and point of sale finance. Barclaycard has scaled
operations in UK, LS, Germany, Scandinavia and South Africa

Barclays Direct’ A Barclays brand, comprising the savings and morgage businesses acquired from ING Direct UK in
March 2013

Basal 2° The second of the Basel accords. It sets a framework of minimum capstal requirements for banks = covering
credit, operational and market risk; supenisory review of banks' assessment of capital adequacy and disclosure

raoiirameen i

and mswrance products theough a vanety of retal distnbets Barclays maintains a ‘Glossary’ on its website which includes 18 pages of definitions. Key parameters and assumptions are

commercial and large corporate customers across Alrica

included within the relevant sections of the Annual Report, including a detailed overview of parameters utilized in A-IRB

o Bands msund by stle and Lt gt 8as - cpedlit risk modeling (See Leading Practice for Recommendation 8: Stress Testing)

Sources: Barclays Glossary, available on website: http://www.barclays.com/barclays-investor-relations/results-and-reports/annual-reports.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

The following sections outline the key risks that are inherent in the Firm's business activities.

Page
Risk Definition Key risk management metrics references
Capital risk  The risk the Firm has insufficient capital resources to support the Firm's  Risk-based capital ratios, Supplementary Leverage  160-167
business activities and related risks. ratio
Liquidity The risk the Firm will not have the appropriate amount, compasition or LCR; Stress; Parent Holding Company Pre-Funding  168-173
risk tenor of funding and liquidity to support its assets and obligations.

Risks Mon-USD FX  Risk arising from capital investments, forecasted expense and revenue, FX Met Open Position (“NOP™) 220,
managed | rigk investment securities portfolio or issuing debt in denominations other 229-231
centrally than the U.5. dollar.

Structural Risk resulting from the Firm's traditional banking activities (both on- and  Earnings-at-risk 147-148
interest off-balance sheet positions) arising from the extension of leans and credit

rate risk facilities, taking deposits and issuing debt, and the impact of the C10
investment securities portfolio.

Country risk Risk that a sovereign's unwillingness or inability to pay will result in Default exposure at 0% recovery, stress 149-152
market, credit, or other losses.

Credit risk  Risk of loss from obligor or counterparty default. Total exposure; industry and geographic 117-141
concentrations; risk ratings; delinguencies; loss
experience; stress

Fiduciary Risk of failing to exercise the applicable standard of care or to act inthe Mot Applicable 159
risk best interests of clients or treat all clients fairly as required under
applicable law or regulation.

Legal risk Risk of loss or imposition of damages, fines, penalties or other liability Not Applicable 158
arising from failure to comply with a contractual obligation or to comply
with laws or regulations to which the Firm is subject.

Market risk  Risk of loss arising from adverse changes in the value of the Firm’s assets  VaR, Stress, Sensitivities 142-148
Risks and liabilities resulting from changes in market variables such as interest
managed rates, foreign exchange rates, equity and commedity prices and their
on an LOB implied volatilities, and credit spreads.
aligned |podelrisk  Risk of a material inaccuracy in the quantification of the value of, or an Model Status, Model Tier 153
basis inaccuracy of the identification and measurement of a position held by or
activity engaged in by the Firm.
Operational  Risk of loss resulting from inadequate or failed processes or systems, Various metrics- see page 156 155-157
risk human factors or external events
Principal Risk of an adverse change in the value of privately-held financial assets Carrying value, Stress 154
risk and instruments, typically representing an ownership or junior capital

position. These positions have unigue risks due to their illiquidity or for
which there is less observable market or valuation data.

Regulatory  Risk of regulatory actions, including fines or penalties, arising from the Not Applicable 158
and failure to comply with the various U.5. federal and state laws and

Compliance regulations and the laws and regulations of the various jurisdictions

risk outside the United States in which the Firm conducts business.

Reputation  Risk that an action, transaction, investment or event will reduce the trust Mot Applicable 159
risk that clients, shareholders, employees or the broader public has in the

Firm's integrity or competence.

Sources: JP Morgan Chase & Co. Annual Report 2013, p114
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Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

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

AISK DEVELOPMENTS IN 2013

Erk developments isted below are defined 25 the rks which may have a significant impact on cur butiness and it 5 difficult to quantidy
rhel potentisl impact on the ofganisation. They an trgoeted in general by unexpieted events and may ntroduce volatility in earrsngs or
imipact G’ kang-lerm straseqy. The sequence in whech the 1op rigks are presenied below i nat indicative of thesr likelihood of occurrence
o the porlential magritude of their financlal consequences

Manitoring exposures and Eurazone developments

The problems n the Ewrceone have been a top pricrity for ek management throughout 10713, and will continue 1o be 3 fop priaty in
J0a. ING dosely monitons the esposures n debt securities, lendng and credt dernatives, and regulary assesses whather the positons:
wontinue to be n lne with its risk appetite. This astessment & supported by intemal stress tests

Thigughaut 201X, ING has continued ba weled twely optimse its balance sheot, including meducing its positions in especially covered bonds,
%50l backed secunties (ABS) secunte and committed faclitses for some of the weaker countries s a nesult of these rek analyies. Several
Eurnpean countraes have been downgraded in 2013 due 1o 3 weak and uncertain economic ermonment. As the Eumeone countries are
foing through a necestion pesicd. The Southern European countnes seem i siowly emenge from the ecession, while thi strong countre
wre shiwsing some sigrs of recovery stihough growth i fragile. Furthermore, the charman of the European Cemirs Bank (ECH)
announced twace the reduction of the main refinancing rate by 25 basis points respactvely in May and November 2013 10 a final rate of
0.25% down from 0.75% at the end of J012. n September, the ECH by hs charman announced that |Lwas ready b0 use any insthument,
including long-term refinancing opeeations (LTROS), 1o puth down the money market intenest rates.

Dampite the ECB efiorts and waak signs of recovery, the Eurazone i nod yet out of the doldnims, as many of the fundamental problems
:.'I:Irlrn.in.MhmmehMmﬂManmmmmm.qu
prerequete for long-term debit sustainability. Ritks and conoetms nemain wath respect 1o Europe and, ghven a potential prolonged
showedicram scenatio, could have a detrimental impact on the global economic necoveny, soveniign and non-sowenesgn debt in Eurcpe and
the financial condition of European linandal nstiutions, induding ING.

Greece, italy, Ireland, Portugal, Spain and Cyprus (GIIPSC)

S 2010 conCenns asose regarding the credtworihiness. of certan European counties. As a result of these concerms the tar value ol
saversign delnt decreased and those exporsures ane being manisored maone closely. With regard 1o the scveresgn debl orisls, ING's main
focus has been on Greece, Haly, ireland, Portugal, Spain and Cyprus a5 these countries have either appled for support from the Eurcpean
Financial 52abality Facilty 'EFSF') or et support from the ECB via governmant bord purchases in the secondany market. Further detai
on exposuee fo Government bonds and Unsecured Finandial insttutions’ bonds are induded in Mobe 5 Imvesiments:

The table below provides information on ING's sk expoiure with regard 10 Greede, [taly, eland, Portugal, Spain and Cypius, Unless.
otherwse indicated, the amounts repressnt nsk exposure values and esposunes ane nduded based on the country af residence of the
direct Olilger 1o which ING hur prmary necourse of repayment of the obligations, except mist nesdential morigage backed secunties
(RMES], whach exposiunes see based on country of sk

Gresce, Maby, Ireland, Portiagal, Spain and Cyptus - Total risk sxposures
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Source: ING Annual Report pp 239-243, 259-260

RISK DEVELOPMENTS IN 2013

Risk developments listed below are defined as the risks which may have potentially 3 sgnificart empact on our business and difficult 1o
guantify the smpact on the organsatan. They are tnggened in general by unexpected events, and they may introduce valatiity in eamings
drmaﬁm'sbrg-mrnahmg? The wequence in which the top risks ane presented below i not indicative of their livsibood of
ecourrende of the potential magnitude of their fmancial consequences

Liguidlity risk

Funding and lquidity rsk management remaned in 2013 an important tops for sensor management and the Asset and Liabsiity
Commitiee Bank, During the year further mplementation steps were undertaken in mmplemariing and finalising the funding and liguidity
ek management framewcek, whilst working in pasaliel on new reguilatory reguirements wiich weee published in 2013 by the BCES, EC
and EBA. Exiernal market developments impeoved in companson with the previous year, but both in the Eumzone and globally economec
developments ane ghuggeah and at times, still volatile, Therefore, market developments, regulatory developments and intemal financeal
developrmaents ame dosely monitored. Stress testing and measunement of early wamning indicatons ane. among athers, uied 1o provide
addibonal management information. in 2013 the funding and bgquedity risk appetile statements were reviewed and updated. The appetite
statement = et and slocated throughout ING Bank_ in additon, funding and liquidity usage & steered by means of funds transler pricing
thiss ermbidding funding and Squidity risk management in the total erganiation

Tha Bank improved its funding profile and ersured its bauidity position stayed within reguiatory and internal targets. The full-year 20013
lorg terrn debit msuance totalled EUR 25 7 bilion corrpared with ELA 3301 killon ssued in 2002 The ssuance volumne was kowe due 1o a
combination of an et growth Sowdown and ncrsasing funds entrusted. As 8 result, ING Bank’s loan-to-depesit ratio, excluding
securities that am mecognised a amortaed couts in boans and advances and sxchuding the LABF goveshmaent meceivable, smproved in 20713
from 1.13 at 2012 year-end to 1.04, thereby already complying with ING's 2015 Ambiton of below 110

Dutch morigages

in 2013 the Dutch housing market remained fragile due to the sconoimic downtum, howesr 3 Cautious recovery wa obsenved towards
the end of the year. The stricier fax and acceptation niles seem o be accepted, The beggest change to the taa rules i that intenest on new
mogages 5 only 1ax deductible if these & ai least an annuity repayment schedule. The Dutch housing markes ts hstorically charactensed
Iy & heusang shartage, high incomie tax with deductibiity of miberest on mortgages, and tax driven morgage products.

Although the house prices decreased, the Dutch payment behaviour i5 good, reflected in a shghtly elevated but still low percentage of
neon-pesfonming koans (NFL) by the end of 2013, Gaen the significant smount of mongages in our oredit portfolio, ING Bank dosely
follows all developmenits neixted to the Duich housing maret and its martgage porticia.

Business lending Benelux
NG Bank's Business Lending, defined as lending 1o corporates in the business line Retal Banking, is concentrated within the Benelux. The
wedk econcimic emaronment was reflected by increased sk corts and elevated percentage of non-perfanmng loans. The Netherlands

showwesd increased non-perfionmng loan smounts, which was manly driven by the secion ransportation logistics and media.
Thar nan-parforming loan amounts in Belgium and Lusemboung decreased slhightly over 2013,

Real estate finante

FReal Extate Fnance (REF) 15 the ING Bank’s commercial real estate linancer with a global portfolio. It i active in all the core real estate
sectors: offices, retail, residential, industnial and logstics. REF financing polcy i based on cash flow generating prime real estate portfobio,
senof secuned Taclities, relatively kow starting Loan-to-Value (LTV) and corservatve covenant setting.

In 3013, the continued weak and Europsaan commerncial real estate markets wene reflected in the nsk costs and non-
perioerning koars. Further, in 2013 DNB performed an Asset Quality Review for Commerdial Real Estate {CRE) primarly foousing on relevant
Income Producing Real Estate portiolics. IPRE] at ING Bank ghobally, incuding Private Banking. This project corsisted of two phases with
the first phase dedicated to procmses and methodologies and the second phase concentratng on the appropriate e of bath capital and

The second phase assessment was execubed by DNE with assstance of BladeRiodk induded data delery of IPRE exposure of
in total EUR 40 mBon, of which The Netherlands, Spain and Raly were selected for detailéd analyss This selection totals EUR 24 blion of
which the majority & managed by ING REF approacimately 7%

Pronisiors and Pillae | capital levels Tor ING for the portiolios in scope are in line with the results of the Asset Quality Review CRE. in 2074,
the ECH wi¥ also conduct an AQR for the total bank and the CRE porticiio will be induded again

Cybercrime

Cybercrime i an ncreasng threat to companses in genaral and to financial institutions specifically. Both the frequency and the ntensity of
attacks ane increasing at a global scale. n Apnl 2003 Dutch baniks, including ING Bank were tageted by Distributed Dereal of Serice
(DDaS) atacks whoch resutied im some noticeable unavailability of services.

Foliowing the establishment of a Cyberoime Task Force in 2012, ING Bank has set up a Cyberoime Reslience Program in 2013 1o
structurally sddress the cybercrime theeats, Within the programme, ING Bank has defined a wide range of measnses, on top of easting T
security misasunes, 10 sthengthen ING's resiliende agains? e-banking fraud, DDoS and targeted atacks (als called Advanced Porstent
Threatsl. To monitcr and 1o respond to cybencrime effectaely acnoss ING Bank, a permanent central CyberCrime Emergency Response
Tearn has been establshed

ING Bank & contraously working on strengthening its global cybercrime nesdience including strengibened collaboration againat cybercrime
with the financal industry, law enforcement authonties, government de.g. National Cyber Secunty Center) and intemet Senvice Prowders {T5Ps)
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Section 1 — General recommendations

Recommendation 3: Discuss top and emerging risks,
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Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

including quantitative disclosure and recent changes
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while assessing the ks 1o mplemantation and taking sleps to miigate
those risks whene possible

Ther Group ks undengoing significant onganisational changs, the result of a
naed ta implement new business strategies and respond o a changing
axiprnal erviranment. The pace of changs, coupded with the assocaled
uncartainty may cause axpengnoed statl members 1o leave the Group
and prospecine stall members not 1o join. Alihough these risks concam
il divisicns, thay particulady affect Markets and US Retall & Commercial

gt of the Groap
If it canmot retain of aliract the necessary siafl members, te Group may
be unable fo mplement ils business stralegies of meet regulatony
requirements on Bme, of al all It may also eperience contral falunes,
Thee Group's repulaton may suler &8 & resull

The Geoup has communicaled expecied changes in its organisational
siructure to members of staff, ting plans amed al minimang
unepecied stall losses. The Group is also working (o develop and
implement an enhanced recrutment stralegy,

~al rimie

The Geoup and the Royal Bank, its principal cperasing subsidiary, are
bath headguartensd and incomponated in Scofland, The Scotsh
Govamement &5 holding @ referendum in Saplember 2014 on the question
of Scoltish ndependence from the UK. Allhough the outcome of the
redarardum ks uncanain, subjlect io any mitgatng tactors, he
uncartaintes resuting from an afimative vole @ favour of mdependence
woaikd be kkely to significantly impact the Group's credd ralings and could
sben impac [he Sacal, monetary, legal and regulatery landscape io which
thie Group is subject. Were Scolland 1o become ndepandan, |t may akso
affect Seotiand's status in the European Union,

The cecurnence of any of the smpacts abave could significartly impact the
Group's costs and would have a malerial adverse slféct on the Group's
business, inancial condton, results af operabons, and prospects
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Section 1 — General recommendations

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 4: Outline plans to meet new regulatory ratios

Basel Commilter leverage ratio

On 12 jarniary 2014, the Basel Committes snnounced the fnaliation of ity reveed rules for calculating the Basel 3 keverage ralio. These nchuded a
numiber of elerner that would require senendrmerts (o CRE IV iF sdegited in the EL, althaugh aticn bredriemses within the EL are rat
vet clear. Compared to the current CRD IV implementation, the revised nules contain elements that will increate keverage : inchiding
caphuring a calculation for net weitlen credal derivatives based upon their notional vaiue and the inchuson of netied cash legs of SFTw. The revised
tules alva inchede slevmenis that will reduce keeersge sxpesure including, the remenal of volatility haircuts in relation 1o the 5FT add-on, the ablity
1o nét diown derivaiie MTMW exposures with eligible caah collateral {this element inchudes the impact of the PRA rde changes, and expands upon
them), and moie Eavcurable credit cormversion Bacton for undrasn commitments. Based on an inftial high level impact analyss we have ssbmated
the charges would decrese the CRID IV leverage atio by approdmately 20 basis paints priof (o management actions.

l-'ullr ln-d.rd!.mragr PRpOLUTE (1 n (]
Derbvatives
FFRS derative financal instraments 324 ERL) 403
Adcizionsl nefting sdjstments for derratives {260) [324)
Potenisal future exposure on derivalives 256 08
Total desivatives EF] 3ar
Securities Financing Transaction (5FTs)
Reverse repurchase agreements and other similse secured lendirg 187 187 amn
Remdave RS revevse repuichase dgresments and other similst secuned lending (187} (223}
Al krerrage expasunn measurs for SFTs B a3
Taotal securities hnancing Iransactians L ¥ a3
Other aswets and adjustments
Loans and advances and other sssels B aol o7
Undrawn commitments. 78 150
Requistony deductons and ather sdustments 5 (18]
Total other assets and adjustments a6 1079
Total expasure 1312 1377 1559
_meww-wu [LE] =
PRA adjusted leverage exposure Iy - | . B 1,559
Leverage  Lewage
18t Lt
LY A
Livedage ralia MALE RG]
CETY capaal 404 Jan
Addtional Teer 1 capaal 13 02
Tier 1 capetal 417 any
PRA deductions to CET | capieal* B - —L 8] |
PRA adjusted Tier 1 capital 405 ET
CRD IV fully loaded leverage mtio 3% 5%
[PRA fully laaded levirage ratio ok s

The estmated PRA leverage exposune decreated ta E1,363bn (pune 2013: £1,55%n), Excluding 1he impact of mavements in foregn curency,
keverage exposure reduced appradmately’ £140bn driven by reductions in koans and advanges, trading portfolo assets and patential future
ENPOSURE DN derhatives.

Apphying the Basel 3 2000 text for the calculaton of leverage wiould nesul? in an estimated leverage moponure of £1,5210bn (June 2013: E1L8650n),

ieflecting an ncrease of £144bn in the SFT exposure calcudation from the CRD 1V exposure. The estimated fully lnaded kevrage mtio would be
2.8% (hune 20013 2. 3%) on th basis.

Source: Barclays Annual Report 2013, p205, 210

Liquidity regulation
Sirce june 2010, the Group has repoed i ligusdity position ageinst indrichesl Ligudity Gusdance (ILG) provided by the PRA. The PRA defines
bt eligibile bquedity pool assets and stress outfiows against reported balanges,

Thie Group also Mondors (B5 positon against anticipated Basel 3 bquidity mtrics — the Liguiday Coverage Ratio (LCR) and the Net Stable Fundirg
Ratio (MSFR). The LCR is desigred to promate short -term fesilience of a bank’s liguidity rsk profile by ensuring that it has sufficient high quality
I resowiTes ko surive an Boule Firess scenadio Lasting for 30 days. The NSFR has a time horizon of 81 least 12 maonths and has been developed
to promote a sustainable matunty struchure of assets and kabilites

In Janaary 2013, ithe Basel Committee on Banking Supenvisson published a final standasd for the LCR. The European CRR reguines phased
compliance with LCR standard from January 2015 a2 mindmim of §0% mcreasing to 100% by fanuary 2018,

In Januiary 2014, the BCAS published a corsultation proposing nevesion to the NSFR standands. The minimurn NSFR reguinement (s 1o be introduced
in january 2008 at 100%.

The methodology loe estimating the LOR and NSFR & based on an nterpretation of the Basel standards and inchudes 8 number of assumptions
whiich are subject 1o change prior te the implemnentation of CRD IV

Based on the revised Basel standards, a5 a1 31 Decernber 2013, Barclays had o surpius to both of these metrics with an estimated Basel 3 LCR ol
V0% (2012 1265 and an estimated Basel 3 NSFR of V0% (2002 112%),

Compating Internal and regulatory liquidity stress tests

The LEA stress scenarios, the PRA (LG and Basel 3 LCH aee all broadly comparable short terrm stress scenarios in which the adeguacy of defined
bquidity resources |3 adtessed againgt confractusd and contingent stress outliows. The PEA ILG and the Basel 3 LCR streas tests provide an
independent assevsment of the Croup's liguiddty risk profie

Stress Tewt Barclays LRA PRA ILG Bawel 3 LCR Basel 3 MSFR
_Tima Horizon W-50dayy I manths 30 dawys _ 12 months
Calculation Licuid assots o nef cash  Liquid assots to net cash. Liguid assets to net sk Stabie funding resources
enitficrars outflows ot ta stable furding
Tefuinermsnts

A3 a1 31 Decemilser 2003, the Group held elgible lipuied assens in excess of 100 of stress requirements Tar ol thies LRA s1ress 1es1s:

Compliance with internal and regulatory stress tests
Barleps LRA  Entirnated
(Madey  Bavel BLER
Rarcley  [reviied bont
Apeity [FET

gy \
As at 31 December 2013 Toe "
Total eligible lquidity pool 127 130
Asset inflows - 12
Stress outllows
Retail and commenti deposn outflows 147) (&0
‘Whialesale fundirg {33) {23)
Hirt sequned fianding (14) iz
Devivabroey [ (k]
Contractual oredit rating downgrade exposune n3) {13)
Draweddowrs of kaan commitmends iy {25)
Other () ==
Total siress net cash flows _(zz)  (128)
Liguidity poal luplﬁ:muglufmlhwm ot cash flewes 104% 102%
As at 31 December 2012 1I9% 126%

I 2003, Rarchays Group right sized s hguidity pool 1o reduce the large LRA and LCR suipluses to suppon the leverage plan and reduce the cosls
of surphus hquidity, while maintaning compliance with its imtermal liquidity rick appetite and extemal regulatory requinerments.

Bawelays plars to Frasintain Bs surplus to the internal and reguistory stress requineenents at an efficient bevel, continuing to monitor the raney
markets closely, in particular Tor early indications of the tighlening of sailable funding, bn these conditions, the nature and sevenity of the stress
scenarios are reassessed and appropriate action taken with respect 1o the bguidity pool This may include further increasing the e of pood o
monething the pool to meet stress outflows
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Section 1 — General recommendations

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 4: Outline plans to meet new regulatory ratios

JP Morgan: Disclosure of pro-forma / proposed regulatory ratios

JP Morgan: Estimates of proposed regulatory ratios

LCR and NSFR
In December 2010, the Basel Committee introduced two

Basel Il (fully phased-in) & Leverage ratio
Additionally, the Firm estimates that its Tier 1 capital ratio

4013 3013 4012 new measures of liquidity risk: the liquidity coverage ratio  under the Basel I Advanced Approach on a fully phased-in
Bassl | ("LCRT), which is intended to measure the amount of “high-  basis would be 10.2% as of December 31, 2013, The Tier 1
: a2 s148 5145 5140 quality liquid assets™ (*HOLA) held by the Firm in relation  capital ratio as calculated under the Basel Ill Standardized
Tier 1 commen HPlfﬂi to estimated net cash outflows within a 30-day period Approach on a fully phased-in basis is estimated at 10.1%
Risk-weighted assats 1,381 1374 1270 during an acute stress event: and the net stable funding as of December 31, 2013,

Tier 1 commeon ratia'= 10.7% 10.5% 11.0% ratio {"NSFR") which ig. imendgd 1o measure lhe “available” Management’s current objective is for the Firm to reach an
Basel Ill ;f'“;::f:f'u:‘:?;; Li:‘:':i;?::: ;2:i'lin’ﬁ:‘;'$n AMOUNE o gimated Basel 11l Tier | common ratio of 10%+ and a Basel
. -] ) - aros i i i 0%, 3

Tier 1 comman capitel e $151 $146 = require that the LCR be no lower than 100% and the NSFR ﬂi';r"i':;;an':g’:lc?::’aﬂi; 3: “t;l:' ?:r::nT: nc:; 'zigrp;
Risk-weighted assets’ Sardance 150 1,584 — be greater than 100%, i . P S
Tier 1 cammen ratie? HITIC o S C::E‘ T 5.3% _ o ) capital ratios under Basel 11 are all non-GAAP financial
) ) 3 ; i In January 2013, the Basel Committee introduced certain  measures. However, such measures are used by bank
Firm supplementary leverage ratic ("SLR") 4.7 4.7 - amendments to the formulation of the LCR, and a revised regulators, investars and analysts to assess the Firm's
Bank SLR’ 47 43 = timetable to phase in the standard. The LCR will continue to  capital position and to compare the Firm's capital to that of
become effective on January 1, 2015, but the minimum other financial services companies.
Total assets (EOP) $2418 52483 52,359 requirement will begin at 609%, increasing in equal annual T ) .
- . The Basel 11l interim final rule also includes a requirement
Ratum on aguity 10% {1)% 11% increments to reach 100% on kanuary 1, 2019. At for advanced approach banking organizations, including the
Retum on tangible commeon equity® 14 2} 15 D;ece:ll::rti‘r:l.:ﬂllr}he Flrm;vas mm!?;;anlmthi;dtnzml Firm, to calculate a supplementary leverage ratio (“SLR™).
Retum on assets 0.87 (0.08) 098 :J:ﬁ-l ﬂw:ﬁ mnn‘;a; ie::':;tisi TOM PEnodla-penod dUe 10 rha ik, 3 non-GAAP financial measure, is defined as Tier 1
Retumn on Basel | Risk-weighted assets” 1.51 (.11} 1,78 1. ) capital under Basel Il divided b‘rtl'!e Firm's total Ie-.-ergge
Tangible book value per share® $40.21 53951 538.75 On Qctober 24, 2013, the U.5. banking regulators released  exposure. Total leverage exposure is calculated by taking

= HOLA of $5278
5 Avaitable resources® repredent ~18% of Basel 111 RWA
= Comphant with Firm LCR, inchading the impact of the:

= Repurchased $0 3B of common equity in 4013
® Firmwide total credil reserves of $17.0B; lsan loss
coverage rabo of 1 A

a proposal to implement a 1.5, quantitative liquidity
requirement consistent with, but more conservative than,
Basel Il LCR for large banks and bank holding companies
{*U.5, LCR™), The propasal also provides for an accelerated

the Firm's total average on-balance sheet assets, less
amounts permitted to be deducted for Tier 1 capital, and
adding certain off-balance sheet exposures, such as
undrawn commitments and derivatives future exposure.

proposed new riles transition period compared to that which is currently ) o
required under the Basel Il LCR rules. At December 31, Following approval of the Basel Il interim final rule, the .5,
2013, the Firm was also compliant with the 1.5, LCR based  banking agencies issued proposed rulemaking relating to
o st o of e prapoed s " th LR i wukd eque U, b holding companis,
Potential add-ons U.5. NFR Jan. 2014 Basel Estimated impact on On lanuary 12, 2014, the Base| Committee released ::;::d;:‘f ;.::?;f::egr:l?:ﬂ‘:ﬁ;?ﬁ:l:?;:ﬂ;?‘%lﬁ"}w "
: Framework vs, U.S. NPR JPM SLR (bps) proposed revisions to the NSFR, Based on its current including JPMorgan Chase Bank, N.A. and
Derivatives PFE B o I PO e, e o s Chase Bank USA, N.A., to have a minimum SLR of at least
Derivatives Cash Collateral v +* g’ ' ’ &%, The Firm and its 1D subsidiaries are not required to
meet the minimum SLR until January 1. 2018. The Firm
Unfunded Commitrments v £ estimates, based on its current understanding of the LS,
Sold Credit Profection +* rules, that if the rules were in effect at December 31, 2013,
: the Firn's SLR would have been approximately 4.7% and
Disaliow FIN 41 Metting = IPMargan Chase Bank, NA.s SLR would have been
Total Leverage Exposure =53.4T =53.5T approximately 4.7%. Management's current objective is to
HoldCo 4013 Basel Il 5LR 4.7% 4.6% [~10) achieve an SLR of 5.5% far the F:‘_rm and an SLR of 6% for
JPMorgan Chase Bank. M.A, each in advance of the SLR
Memo: Bank 4013 Basel Il SLR 47% 46% {=10) effective data,

JP Morgan disclosed its initial estimate of the final Basel Il Leverage Ratio in its
earnings release just two days after the ratio was formally defined by the Basel
Committee

Source: JP Morgan Chase 4Q 2013 Earnings Presentation Source: JP Morgan Chase 2013 Annual Report, pp. 168-169 12
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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 (1 of 2)

Three lines of defence
The thrae lines of defenca oparating modal enables Barclays to
saparate risk management activities between those parties that-

1. Own and take risk, and implemant controls (first linek

2. Owersas and challenge the first fine, provide second line risk
MaEnactivity and SUppart controts {second lingk and

3. Provide assurance that the E-R-M process is fit for purpose, and
that it is baing carried out as intended (third ine).

The Enterprise Risk Management process is the ‘defence’ and
organising businesses and functions inta three nes” enhances tha
E-R-M process by formalising independence and challenga, whilst still
promoting collaboration and the flow of information between all areaz

First Line: Onwni and take risk, and imiplement controls
First line aCtivities are Charactarisad yv:

w Owmership of and direct responsibility for Barclays® returns or
alamants of Barclays’ PEL; or

= Ownership of major oparations systerms and processes fundamental
1o the operation of the bank; or

= [DNrect nkage of ohjective satting performance assessment and
rewand to PAL parformance

With respect to risk management the first line responsinilities incluge:

= Taking primary accountability for risk identification, ownership,
management and control (including performance of portiofios,
trading positions, operational risks, et ) within approved mandate,
as documentad under the Key Risk Controd Frameworks, including
ambedding a Supportive risk cuiture:

= Collabarating with second line on implementing and improving risk
management procasses and controls;

= Monitoring the effectivensss of risk controls and the risk prafile
compared to the approved risk appetite; and

= Maintaining an effective control environment aoross all risks,
processes and operations arising from the business, including
implementing standards to meet Group policies.

Second Line: Oversee and challenge the first line, provide second lne

risk management activity and support controls

Sacond line activities are characterised y:

= Owarsight, monitaring and challienge of the first lina of defence
activities;

= Dasign, ownership or operation of Kay Risk Control Frameworis
impacting the activities of the first line of defenice;
= Operation of certain second line risk management activities and

= Mo direct linkage of objective setting, performance assessment and
Tewand B0 evenuE (MEeasUres related to mitigation of losses and
palancing risk and rewsrd are parmissibke).

With respect to risk management the second line of defence
TESPONSIDIlites inciude:

» Dafining the Enterprise Risk Management Framewor;

= Establishing the control environments for the Key Risks, including Key
Risk Control Frameworks, poiicies, and standarnds;

» Defining dalegated discretions and set limits within the contral
frameworks to empower risk 2king by the first lne;

= Assisting in the direction of the portfolio to achieve performancea
against risk appatita;

= May define and operate approval processes for certain decisions
within the sacond Ene to protect the Bank from material risks;

» Communicating educating and advising the first line on theair
understanding of the risk framewon: and its requiremants;

» Collaborating with the first line to support business growth and drive
an appropriate balance between risk and reward without diminishing
the independenca from the first line; and

= Reporting on the effectiveness of the risk and control ermvironment to
EMECLITIVE MAnagement and Boand committees.

Third line: Provide assurance that the E-R-M process is fit for purpose,
and that it is being carried out as intended
Third line activities are charactesised by:

» Providing independent and timely assurance to the Board and
Executive Management over the effectiveness of governance, risk
management and control

With respect to risk management the third line of defence
responsibilities inChude:

= Assessing the effectiveness of risk management and risk mitigation
in the context of the current and expected business emvironment;
and

» Acting independantty and objectivaly, without taking responsibility
for the operations of the bank or the definition of the Enterprise Risk
Managament Framework and Group policies.

Govemance (audited)

Govemance Strschure

Risk exists when the outcome of taking a particular decision or coursa
of action is uncertain and coulkd potentially impact whethes, or how
wiall, we dafiver on our objectives.

Barclays faces risks throughout its business, every day, in everytning it
does. Some risks we choose to take after appropriate consideration -
like landing maney 1o & customer Other risks may arise from
unintandisd consequences of intarnal actions, for example an T system
failura or poor sakes practices. Finally, some risks are the result of

avents outside the Bank but which impact our business — such as major

sxposure through trading or lending to @ market counterparty which
later fails.

All emiployees st play their part in the Banks risk management,
regardiess of position, function or location, and are required to be
faniliar with risk management podicies that are relevant to their
activities, know how tD escalate actual or potential risk issues, and have
a role appropriate level of awareness of the Enterprisa Risk
Management Framework, risk Management process and Qovermance
ATENGEMENts.

Source: Barclays Annual Report 2013, p380-381

Board Oversight

Board
1 approves vorell REkAppstite

M

Board Remuneration
Comméttes

I RS FETLrEIation principles
and approacn
1 Spproees remuneration Eesed

on risk-adjusiad performance

AULNOTILY COMrots appetia

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Board Enterprise Wide Risk Committae
1 corsdors and recommancs bo tha Bosrd tha Croug's onerall Rk Appatio

I reviows tha Group's overal Risk Profils

1 satisfies Eseif on the design and compisteness of the Crougs intemal
coriro! and assurance famevwork relativa fo Sharisk profile Including

tha Frincipal Ak Crtagorias

1 1o evsiuzte and report o tha Board on tha Croups overall risk profia

and risk morflonng

1 cormiders koy eniorpriso wide risk thermes

Board Conduct,

Raputation & Operational
Risk Commitias

3 reviewa tha effectveness of the

PoCEsE by wiich Barclays
ideritfics and manages conduct

Barciars athical pollcios or cone
barsiness heliafs and valucs

3 cormidars the Grougs Tisk
appetito statemars for
Oparztional Risk

1 avalustes the Croog’s Operational
Risk profils sng Oparational
Risk monfionng

Board Audit
Committes

1 cormiders the adequacy and
sfectvaness of tha Croup
Control Frarmawic

1 TS reporis o Cormim ssues
of Croup kel sgnifcanca

Board Financial
Risk Commities

3 rewiows Croup Risk Profils

1 approves e Croop
Control Frarnewnrk

T appeoves minimum control
requinsmares for principal nsks
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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 (2 of 2)

Reporting and Contr

Chisf Execuiie — Group Execulive Committas
= MOnRoes 2 marages risk adiusted perbemance and usnese

1

Entarprise Wide Risk Management Commities

= considers the key Croup-wits risk thames which may hass 2 significars impact an the Group
= considers fha overal risk profile performance against risk appaife

» CONEitars tha oesign and compisterass of tha ENtarpriss Wids Risk Managamant Framewark
» Z5o reports inbo e Somd Entarpriss Wids Risk Commities

Report into Board Rnancial Sk Cormrmitisn

M,

|

1

1

1

: Raport into Scard Condwect, Rapuintion and

| DOpsaraticrsa Rlsk Cormriit2es and Soard Audf Commiios
1

1

] % %

1
|

Fimancial Treasury Tax Risk Operational Conduct &
Risk Commilies Cormmittes Risk & Contrz Reputation Risk
Commities Committesa Committee

= rronitons nsk profis n

= sgtx poificy ‘controis for

= maniors tha ta nk

= revigws, challanges and
TRCOMTITIENS

= assmses quaiky of tha

TRspect 0 risk appatie Equickty, maturity pafia in respact of ppEEs appication of tha
» diteies and agross sctions ‘tramsformation and sk appatita for Dparatiorl msk Eopusation and Conouct
on tha firancial sk profile structura indorem ree » Zvszgs tha qualky of = moritors Fisk profii Frzk Cormrl Fromaw oris
ond risk SSegy acow P ‘the appilcation af i o agansi risk appetibe = FecorEnends Tk appatite
e Croup: = moniorn the Croups cormined Framasncei = for reaars Ky Rk Types and st polcies b armers
= cormidens s sscalated fguictty and imares = considers ssues trat = iwviavs Fa Crougls cormstant adrenares to
by Rk Typs Heads and rata maturty mesTatch s as s resu® of aggrecain Cpsrmional mat apctito
Businass Risk Dinectors. = monfion ussgs of deveioping trands. Fisk profie = o iows known and
racuimony and = roviews and challenges amarging reputatana
eConomiC Capial an and Concisct reated risks
= mvorsoes the mamgeenent Intivicio Koy Sk Typas 0 cormidar if action i
of tha Croup’s captal plan ragquirad
= Frmcitely consioers
reputztional and conourt
ralatad isxues that ansa a3
2 et of busingss acturty
and fom xzeral o
Crads Markat Funding Dparational Ciomduct Rapartation
Risk Rk Risk Rizk Risk Risic.

The launch of the Transform programme and subsequent introduction
of the ERMF has introduced a more integrated “One Risk” approach o
hiow the Group manages risk, incuding governance, risk appetite,
processes, and the effectiveness of its controls, togethar with
Ieveraging colleague devesopment opporumities

Dwring ifs day-10-day oper2tions the Group faces a number of risks,
wihich may be 1) assessed and considered appropriate (eg granting 3
loan to 3 customerk i} as a result of unintendad consequences of
Imtarnal actions (e.g. IT systemn filure); or () as 2 result of events
outside the Grour's contrl but which impacts our business (e.g.
finencial disruption in 3 region inwhich the Group operates).

The Groug's appeoach to risk taking is structurad, systematic and
comprehensive, built into the decision making as objectives and
aligned to the Evaluate. Respand and Maonitor (E-R-M) process as
defined in the section *Barclays Risk Managament Srateqy’

The Enterprise Wide Risk Managament Committes (EWRMC) was
crested in 2013 and was estabished by and derves its authority from,
the Group Chisf Risk Officer (CROJ. it supports the CRO In the provision
of owersight and challenge of the sysiems and controls in respect of
risk Managemeant, partouiarty:

= Faview, challange and recommend risk appetite

= Monitor rick profilz against risk appetite and

» Feview the design and complataness of the ERME and Principal Risk
categories.

EWRMC memibership inciudes the Group CRO, Group Chisf Executive
Officer {CEQ), Group Financa Director, Group Genaral Counsel, and
Head of Compliancs.

Source: Barclays Annual Report 2013, p382-383

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

There ara four key Boand level committess which review and monitor
risk aoross the Group. These are- the Board, the Board Enterprisa Wida
Risk Committes, the Board Financial Risk Comimittee and the Baard
‘Conouct, Reputation and Operational Risk Commities.

The Board

The Board (Board of Directors of Barclays FLC) is responsible for
approving risk 2ppetite (saa the Barclays risk management sirategy
saction on page 378), which is the level of risk the Group choosas to
take in pursuit of its business objectives. The Chief Risk Officer regularty
prasants a report 10 the Board summarising developments in the fisk
ervironment and performance trends in the key portfolios. The Board
owarsaes the management of the most significant risks through the
reguiar review of risk exposures and ralated key ConMrols. EXecUtive
management responsibilities relating to this ane sat via the Group’s
ERMF.

The Board Enterprise Wide Risk Committee RC)

The BEWRC was introduced in 20013 and is a committes of the Board,
e whicTi i derves ITs SURNCETtY and to WICH it regquiarly reports. Tha
principal purpase of the Committee is to review, on behalf of the Board,
management s recommendations on risk, in particular-

w Consider and recommend to the Boand the Croup' s overall risk
appetite;
= Review, on behalf of the Board, the Groups overall Risk Profile; and

= Satisfy itsalf on the design and completenass of the Croup s internal
control and assurance frAmework retative to the risk profile, including
the Principal Risk categones.

BEWRC membership comprises the Group Chainman and Chairmen of
‘the Boand Audit Commities, Board Conduct, Reputation and
‘Operational Risk Committes, Boand Finandial Risk Committee and
Board Remuneration Comimittes. The Group CFQ, Group CROL Groug:
Finance Director, Head of Compliance, General Counsel and Chief
Internal Auditor are mandatory attandeas.

The Board Financial Risk Committee (BFRC)

BFRC MOnitars tha Group's risk profile against the agreed appetite.
Where actual performance differs from expectations, the actions being
taken by management are reviewed to ensure that the BFRC is
comfortabis with them. After each mesting, the Chair of the BFRC
prepares a repart for the next meeting of the Board. Barclays first
established a separate BFRC in 1393 and all mambers are non-
aentive directors. The Finance Director and the Chief Risk Officer
attend each meeting as a matter of coursa.

The BFRC receives regular and oom)| nsive reports on risk
miathodologies and the Croup's risk profile including the kay issuas
affecting each business portfolio and foréand risk trends. The
Committes also commissions in-depth analyses of significant risk
topacs, which are presented by the Chief Risk Officer or senior risk
managers in the businesses. The Chair of the Committes prepares a
statermant sachiyear on its activities (see the BFRC Chairmar's report
on page 70).

The Board Conduct, Reputation and Operational Risk Committes
{BCROR)

The BOROR was created in 2013 in ordar to strengthen the Board kevel
governance over conduct risk and reputation matters. It reviews the
effectivenass of the processas by which Barclays identifies and
manages conduct and reputational risk and considers wheathar
business decisions will compromise Barclays ethical policies or core
business befiefs and values. It also considers the Croup's risk appetite
statermant for oparational risk and evaluates tha Group's operational
risk profile and operational risk monitoring.

In addition, the Board Audit and Board Remuneration Committees
receive reguiar reports on risk toassist them in the undertaking of their
duties. Sea the BCROR Chairmar’s Report on page 73 for additional
details of its memibership and activities of the BORDR.

The Board Audit Commitiee (BAC)
The BAC receves quarterty raports on comtrol isswas of significance and
a half-yearly review of the adegquacy of impairment aliowances, which
it reviews relative to the risk inherent in the portfolios, the business
avircnment, the Group's policies and Methoaoiogies and tha
performance trends of peer banks. The Chair of the BAC also sits on the
BFRC. See the BAL Chairman s Report on page 62 for additional detaits
on the membership and activities of the BAC

The Board Remuneration Committee (BRC)
Tne BRC recaives a detailed raport on risk managemeant performance
from the BFRCwehich is considered in the setting of performance
objectives in the context of incantive packages See the Remuneration
Report on page B9 for additional details on membership and activities
of the Board Remunaration Committes.

Summaries of the relevant business, professional and risk management
e periance of the Directors of the Board are given in the Board of
Directors saction on pages 83 to 8% The terms of referance for sach of
the principal Board Commikiees are availabie from the Corporate
GOvarmance section at: Nitpe/ s Qroup. banciay s comy ADout-Lss
Management-structurey Conporate-governance.
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Section 2 — Risk governance and risk management strategies / business model Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Recommendation 5: Bank’s risk management organisation, processes and key functions (1 of 2)

Framework and Risks

e
o) | e > [t [ S5 |

Enterprise-Wide Risk Management Framework

mrmmmmme e RS et

A==t

vl el | ko wrussme | legaland | Rodoea | blodel _ | Nmmur el awi | Syl Bl P
Iounterpaty Begulatory Capital Marsgurare! | e et
I enderpae wide nek management lramework consists of our Risk Govermnance ] e i '""-1:
operating model and our risk govemande structure. bath of which are The Iourdation of o enbesprive wide sisk meansgement lamework is 2 - i R T i
underpinned by o strong sk cullure. Uar robust framework provides goweemnanor stnacture thal inchides & tobend commather shuchne and a p— — Pt B M — A p—
Tor the management of each individeal risk bype: oeda and counter- rompueherener st of corperale poboes, whirh ae approved by the =5 =TT =
party, market, hquidity and funding, and operational. Other risk cateqe- thoard of Dhrcctons of it commiflecs, & woll o5 suppating corporale - -
ties e ab regogrired within e hamewok, iduding ime e, standands and operating qusdelnes. Ths enterpire wide ik masage
legal ol vespulatury, business, mudel, shrstegic, repulation, and micril framework & governed through a hierachry of commitices and
ernwinorerenlal s social, indvidual responsibilities 25 outlined in the disgram bebow, Bisard of Bleclods s ke o Hhe 58 fship of BID and Risk Managemenl fommities (REL) i BAYS tenics fisk commities.
Dt framework is andhoned in the three lines-ol-delence approach to Our risk management lramewerk is reviewed on a regulas basks by mubecbing e mbevend of BMOs sharebhlen. T boad, eitle BE veviews sl deowse ssmilican] isk naees sl aution plen that
inanagineg risk, wihich i lundarmental bo oo opersting model, a5 bollows: the RRC to provide guidance for the governance of our risk-taking activ- disectly on theoagh it « L ible: for oveniaght in the rne in cxecotine the enterpeie-wide stiabegy. KML poovides nak

*

The Hirst line of defence is the operating geoups wia own Bhe risk in
their eperabions, They e responsdble Tor pursuing sstable business
epportunitics within ow risk appetite. [ach operating group mest
ervane that il i acting wathin its delegated sk taking authongy, ax
el 0wt in ow corporate risk policies and limets. Cach of the rowgs has
established effective processes and controls to ensure that they
womply with and operate within these lims.

The secend line of defence is provided by BRPM along with cther
Conpeon abe Suppord aress. These growgs provide ndependent oversight
and establish corposate risk managemend policies, infrastruchere,
processes and practioes thal sddeess 2l signilicant risks. somas e
eplenpise; and

The third line of defence i our {orporate Sudit Divsion, whickh
manitiors the efficiency and elfectiveness of conbeols aceoss various
functieerss within our aperations, inchadeg control, rck management
and govemance proccsses that support the entempaise.

il b wach of our opersting groups, managemen] monilos gover-

nance aclivilies, controls, and management processes and proceduwes.

M anagemenl dbo oversees s ellective ope slion willin ouw overall

risk management framework. Individual governance commitiees estab-

lish: and monibor further sk management limits, coesishent with and

subcedinate 1o the board-apgeowed limils

Limits and Authorities

Oun rink limils ave shaped by oo ik pincples amd ik sppelite, which

also heelp 1o shape our business shrabegies and decidons. These limils

are reviewed and appeoved by the Board of Directors and/or manage-

meenil coamumathee=s and inchade-

+ Credit amd Coonlenpaaty Risk - limits on countey, indistry, partinkiaf
peodist segments, and geoup and single-name exposes;

* Markel Risk - limits on coonoma: value and camings expasunes 1o
SArESS LLONAN;

* Liquidity and Funding Risk - lmits on mirdmum levels of bquid assels

and maximum levels of asset pledging and wholesale funding, s well

2 guidehnes. approved by semics mansgement relsted o lisbalty

diversilication, mencisl conmdilion, sed credil aod lgeadity expeue

appelite; anl

rnan ance Risk = Bnils on policy exposone s iemsorance snamgemenls.

Source: BMO Annual Report 2013, p79-82

rnhh-mshlhdu.ﬂninmmtmhlduﬂ-
fication aned managerrent of ik, cpital marogement, romating a
rulture of inteqiey, goversaner, inirmal restmls, suonession planning
a0 eval of senior management, «
whrare ol coprrale gensiaRe

wigk Howiow Comamifles of the Bosrd of Directon (MR} assisls the
Lrosasd] i lulfllioy s oversighl resgrimdiliies n relalon b BMOT
identilication and maragement of rak, adherence fo rivk marage-
mmwnﬂmmmmm
and vk o the Chise Bisk Odficer,
audin and Candisrt Beview Cammitiee af the Doaed of Dieectars
Essaty e boand in fulliling its oversight iesponsibalitees [or the
imilegily ol BMD's Braocal repartiog, elflecliversess of BMD inlenal
rniirads and perinmmaner of it sdernal and extermal st e

Chief Buevwdive Olfice (CE0) & deeully sucvunlabie be G boand be
all of RMO's nisk- takeng activities. The (R0 i supgsaried by the Bk
Maragemen] [ommilee snd ity sob-commiliess, 33 well as ERPM,

Chied Risk Officer {(R0) reports deectly 1o the CE0 and i head of
ERFML The (BT iy teaponsibde for peoviding independent seview and
wversight ol enlemprie-wide tisks amd lesdenhip o mk ke,
developing and maintaining a rivk managerment nmeweek and
Inshering 2 steong tisk nolfeee acmos the eniemose

The Hoard of Curedtons, based on recomenensdations from the REC and
the R, dedegates risk limits s the 000 The (50 then delegates meee
speciic suthonties o the (R0, who in tern defegates them o the
Dperalisg Groeg CROs o U Tressurer i Bhe oo ol sbivobeesl iasked
sk limits. Thesr delegated authonties allow e offioers to et nisk
llerances, appiove geographic and indusiny sechor exposuie mily
witthm defoed parsmeters, s abaddish udermritiog and mvenbory
Nt v erndiesy and irvresiment hanking aciivities. The authoeties ae
irriewrd and appioved annually by the Boand of Deedom Based on the
weconmmernadation of U RRO The crilevia wihenely Dwese sollcsilies may
b furlber delegated tiougloud he mganicabon, o well o e
irquierments refaling (o docmentation, remeenicalion 2ed mesiloneg
wl debegaled sullsilie, sre el vul in toipuiale pulicees amd slalads

ewveisighl s govermance 1 Lhe ligheil leveb ol mansgemseil Tha
weermitiee is chaieed by the (i,

RME Supb-commmilfees lave ovessighl esponsibalily Tor Dee sk sod
Falnoe sheet impacis of masagement strxegies, govermane, risk
meaumement and contingeney planning B and its sub- commiives.
peovide ht ovet the hereby the raks |
acrens e enk are iderdilicd, | iloied s
reporied in sordsnce with policy guidelines and are held within
delegatrd bmil

Emterprive Rk and Peatlielio Management (ERPM) movides
iesdependend overdght of the oredit and cosmtreparty, operabinnal and
market risk & LT ¢ y of nak e

tives 2 sbambands. auuss B tve. ERPM Liilales a dn-
rqhﬂwmmmllﬁ'lﬂ!whnmufw
transactionsl ki %, policy |
rﬂm\tmluh‘n‘-ﬂ‘uﬁlﬂlhkml
rrsprerabilities. This appmach seeks in mert eniemene ahjerthees and
10 erare thal mis avummed are oosndent with HIWT'S mk appebie

Operating Groups are responsible foe managing 1isk wishin ther
wespective ateas. They eorcise bouness judgment and wek 1o ensse
thad policies, processes and inbernal controbs are in place and thal
signilican] iink mye see appropialely evcalsled fo ERPM.

Risk Lulture

AL BMO, we believe lhal mk mansgemenl b Be respoendilily of every
emmplryec within the organtration. This key tomet shapes and nfhacnces
o sk oulee anadl i evident in e artions. and Behasaours of oo
enphoyem and ksders as ey iWendily, nbergeel, Joons sl make
whries el devinior belween ik amd wpporiunilies. O ek cullure s
derply enatrd and i evident in mveey aspert of bow we mun me enier
prise, mcludieg within our polties, sk management kameworks, mk
appelile and lokesmce, capilal maagesnesil sl corgemalion
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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 (2 of 2)

Oun rik oublure & buill sioued 3 ek mansgement syslem thal
ermonmages openness s builds, conlidence in bow we engage slake
Fcliders i ey deciions s shalegy disomaion, Usevely Leinging
rigour and decipline bo decision-maling. This nol only leads to the:
timely idenlification, ewalabion and resolubion of issses, Bl also
encoesages comenunication and understanding of the: key mmis Easoed by
i organizaliem, 5o that e emgleyees ane equipped 1o Eale actien and
ke deciions in & coordinated and consistent manner. Also, our
governande and beadership forums, commifiee stnscfunes and leaming
ol renfosce and inapine o ik oultune

Cerain clements of s ek aslture that are embedded aness o
crganiration include:

* Risk appetite - promoles an understanding of the most prevalent
tisks that our businesses face and facilitales signment of business
sirateqies within the limits of cur risk appetite, leading to sound
Bsiness decision making.

« Comamunicatien and escalation chanmels - ercouages information
sharing and engagement between ERPA and the operating gioups,
leasding bo erduanced vk bamparey s open el elfedive
commmrmicalion. We also ksl sed encowage a culbwe whene oo
e segpadag poential o esmenging risks s escalabed Lo senio
management 5o Hhal they can be evalualed and approgristely
sddeeszed.

+ Compensation philosaphy - pay 15 aligned with prodent risk-taking
1o enswie hal compersation does ol encourage excessive risk-taking
and rewards the approgeiate use of capital.

= Training and education - programs s devgned to foster a deep
underitanding of FA0 s capital and risk management framewaorks
anoss the endemperse, provding employess and management with the
Noals and awaneness requined 1o Fullil their responsibilitics for
independent eversight regardless of their pasition in the organization.
Owr education strabegy Fas been developed in parinership with BMOD's
Institule for Leaming, o risk management professionals, extennal
15k experts and teaching professionals.

o Revtation prosrams - two-way rotation sysiem allows employees to
trarsfer between ERPM and the operating prowps, thereby effectively
emnbedding vur slreng mk cllure sues the enleneize.

Risk Principles

Eik-taking and risk management activities oss the enberprise are

e Ly Whe Tollowing prisiples:

= ERP provides independent oversighl of ik ek sclivilies acioms
e cegairslion;

= management of risk is a responaibdity at all levels of the organization,
employing the Bee-lines-of delenoe wﬂl’b'

= ERFSA ilons our risk il I k | eveame hal o
risk profile is maintained within cor established risk appetite and
supporied with adequale capital.

= all matenal nados 1o which the enbespiae i exposed ane identifed,
measuned, managed, monitored and reported:

= decision maling i hased on a dear understanding of sisk, accom
panicd by robust metrics and anakyst, and

* [ronomic Capital b5 wved 1o mexane and aggregabe risk across all risk
Types and busaness ativities Ba Bacilitale the incopaeation of sk ints
The meaanerment of busiess retuims.

Risk Appelite

Thir Bk Appetile Feamowark consists of o Risk Appetile Walemend, a
well o suppoeting krey risk metrics and comperate polices and standards,
including lenits. Cur risk appetite: defines the amount of risk that BMO i
willing io esume in all rick types, given our guiding principles and capial
capacity, thersby sepporting sound business. initiatives and growih, Ow
rink apprelite & ategabed inbo o shalegic sl capilal plaming

s sl o b of bnniwess, O an anmeal beas, sevior manage-

el peosmirersdh ow Risk Appeltie Ststement ad key ink metrics oo

approv el by Ue BN sl U BB, Ouw Rink Appelibe Ststemend 5 alios

labed 2nd applied Ely acroas the Among other things,

+ thad ewerythang we do i guided by principles of honesty, integeity and
respect, a5 wiell a5 high ethical standards,

+ only laking risks thal are transpacent, enderstocd, measured, moni-
toardd and managed:

+ masinkanandg strong capial and hgedity and funding positons that
meed of exeeed eeguistony requecments and the capectations of the
miarket;

+ subjecting new prodiscts and initkatives 1o a rigorous review and
approval process b evmwre all key risks and retums are undersiood
and can be maraged with apgeopriate conirok;

+ mainkainang a robust recovery and resolation framework that enables

an eflective and efficent regponse in an exireme criss;

targeting an imestment grade credit rating a8 3 level that allows

compelilive acoess (o hardig:

linitisg exposore Lo kow-feguency, ligh-severity events thal could

Feparndie BWW s credil palings, Capilal posslion o nq.l.d.ltnn,

+ inconposating risk inflo our perf e P
sysbem;

+ maintanang cfiectne polices, procedunes, gueasdelines, compliance
standacds and condrols, braining and managemend thal guide the
buminess practices and risk-1aking aclivities of il employees to profect
EATs regaaton and adhene 1o all reguistory and legal obligatons;
and

+ pralectng the assets of BAD and BAD's chenls By mainkarang 2
Fysbem of sireng operabienal risk conlrols.

Risk Review and Approval

ek review and appeoval peocesses aee eskablinked haed on (ke ralure,
siee and complexity of the risks imvebved. Generally, this imebves a
Tormal review and appeoval of warious categonics by cither an individual
o 3 coemimitiee, independent of the eeiginaior. Delegated authorities
and appeowaks by category are cutlined below.

Peatfolie iransactbens - Transactions are approved through risk
aspssment processes for all types of ransactions, which indude
opoating group recommendaticns and [RMA approval of credet risk and
transsactional and pesition kmits for market risk.

Stnsrtured Iransactions - New stnctured peoducts and Irassadtions.
with significant reputation, logal, accounting. regrlabory or ta risk are
reviewed by the Reputation Risk Management Commities of the Trading
IPoducts Risk Commitiee, 35 appropriate.

Inwesiment indtiathes - Docameniation of risk assessments i foo
malired theough our wvestment spending approval process, which is
reviewed and aggeoved by Corporate Support aress.

Wew peoducts amd servioes - Polioes and procedures for the approval of
new of madibed prodects and services ofieed bo our oustomers are
reviewed and approved by Compoeate Suppedt areas, as well as other
e | pomrenilbers, Enheding lhe Opeslionsl Rk
Comenilbee and Bepulation Brk Mansgemenl Commiflles, o apgeopiale.
Rink Moniloring
Enterprive-heved visk anpaexy am moniloig and le asocabed
peporling are il componenils of o hamesork and opesabing ook
lure Ul hedp semion managemenl, commilbes and e Boad of Direc
lors bo elfectively exercise their business management, risk

| e wght iililies. Iobesrual veporting inchedes &
symilhesi ol key ks aud associabed melrics thal Bhe ooganic alion
curmently faces. This reporting highlights our most significant risks,

Source: BMO Annual Report 2013, p79-82
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inclading avsesuments of cur fop and emenging risks, fo provide senior
management and the Board of Diectors with tmely, actionable and
Forward-booking risk reporting. This reporting inchudes masterial fo Bacili-
Late assessments of these nsks relative 1o ool risk appetite and the
rebevant limily eslablished within om Enk Appetite Famewsd.

Un a regular basts, reporting on sk is also peovided 1o stake
huodders, inchuding regulatons, extemal raling sgencies. s om shae
hoddersy, a5 well a5 bo obhers in fhe ieshmend community

Risk-Based Capital Assessment

o mweasuwes, of risk:buaved capital sve woed by BWO: Evonomic Capital
and Kegalatory Lapdal Beth are agegate measures of the nisk thal we
e sk i ol of oo Binamcial Legets. Our opevating imodel pro-
wides for the diecct managemont of each tvpe of ek, a5 well & the
management of iaks on an inbegisted b, Eomomic Capital i om
rma:dmwrﬂmﬂhmhuﬂuhumﬂimﬁm
iles. I ey 13 el ol the maynitwde ol
economic nsues thal could oo should adverw sihaaslions arise and
allows returms o be measured on a basis that corsiders the risks taken.
Euonoenic, Capilal is coloulsted for various Lypes of ik - cedt, imaket
[teading and nen tradng). operatienal and other - where measaes are
bsend e livwwe Faowioon of oo yes. Messaning the economs: poolit:
ability of trarcactions o poitfieles incerposalies a combanation of both
expevied and urepected losses to assess the exient and comelation of
risk hefore sutharizing new exposures. Foonomis Capital methods and
model inputs are teviewed andyor re-calibrated on an annual basks, as
applicable Dur Feonoma: Capital models provide s lanwacd- koolding
estimale of the diferenoe between ow maximem potential loss in
economig (o markel) value sod o expecled bos, messwed ove 2
specifsed e inderval and vsing a defined confidence bewel Rath
expevied and urepected loss messures for either 2 trareactssn o
postiolio reflect cunend market conditions and onedit quality. As the
recovery continges these measwes decrease, reflecting pertiolio quakty
improvementy, alfsel someshal by inoeases dise o growth

Stress Testing

Sl lesllinng i by ebersend of oo sk e capilsl nansgenmend hane-
weorks. It i idwesently ledoed bo ow rink sppetite snd ko ow slestegy,
bumsaniess planning and decmion malang processes. We conduct siress

leding lo evakade the polential etfiecds of kw-frequency, high-severity
events on ow balance sheet, eamings, and Bquidity and capital poamions.

o er mane

Lovemance cwe the stress Lestng framework resades with semior
management, inchuding the Stress Testing Sleering (ommittes, This
comimities iv oompaited of business, risk and brance coeoulives and is
accountable 1o RMC for the oversight of BMO's stress besting framework
and ot reviewing and challenging trews best resulbs. As a part of the
Intemial Capdtal Adequacy Assessment Frocess, entesprise-wide
scenanios o slress beling revully ave presented o senion mansgesenl
and the board, tegether with recommended actions that BMO could take
Lo g e impact of the stoess ewenl.

Endevprise Stress Testing

Enterprise siress testing suppedts ow intemal capital adequacy assess-
ment and Langed-setting Huoagh the analysiv of macroeconomic
soenanes that are consistently excoulied by Business, risk and finance
groups. Soenanio sebection i a mullistep pooess thal oomiders e
matrecconemic emvaonmenl, prevailing risk cencerns, the potential
igpscl ol rew o emenging risks on oun ik polike, bsboical oeds
lovers and aneas of pobential enbespeise- specitic valnemabdity. Soenarios.
may be defined by senior management, the board or regulators. The
Evonumics, gioup then barmlabes the scenanio inbo macoeomwmic and
market varables, inchadng but not lirrated 1o GO groweh, viekd aurve
ealimades, uemployment tabes, bousing slals, vesl extale pice, stock
indiex growth and changes in corporaie profils.

Oum shress besling process employs 8 bollorup spguosch. We
model the impact of a forward booking soenano on our material risks,
Income staterment and bakance sheet over a forecast herizon (o test the
resilience of mu capilal Sthess besd resulls, inchading miligating acliom,
are benchmarked and challenged by relevant business units and senior
mansgerment, inthding e Siress Tesling Sheeving Commilles,

Ad Hot Stress Testing

Thuowgh oo stress lesting hamewok, we embed sties bestiong in sbat
ey, bariness planning and decision-making Ad koc siness teding s
conducied regularly by our operating and risk groups bo suppor risk
identifocstion, busiees ansbysin sl slestegic deginiomre making.
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Recommendation 6: Bank’s risk culture, and how procedures and strategies are applied to support the culture

Risk Culture

Wia seak o promote a strong sk cullure throughout our organization. & strong sk cullure s designed o halp
reinforce our resiliencs by encouraging a holistic approach to the managamean of nsk and returm throwghout
our orgamzabon as wall as the effective management of our nsk, capilal and reputabional prohle, We actively
take msks in conrwchion with our business and as such the Tollowing prncples underpm nsk cullure within our

Qo

Risk 15 laken wilhin a dehned nsk appaetibe,

Ewary nsk laken neads to be approved withm thae sk management ramework,
Risk laken neads o be adequately compensated; and

Risk should be contimuously montorsd and managed.

Employvecs at all lavels are responsible for the managemant and escalation of nsks. We cxpoct employoas (o
exhibit behaviors that support @ strong nsk culture. To promote this our policies require that behavior assess
mint is ncorporated Into our perfomance assessmant and compensation processes. Wa have communicated
thz tollowing nsk culture behaviors through vanous commurication vehiclas

— Bemg lully responsible tor our msks,
— Bemng ngorous, Torward looking and comprehensme m the assessment of rsk;
= lrvilmg, providing and respacting challenges,

Trouble shooling collectnvedly, and

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

To reinforce those axpocted bohaviors and sirendthen our Nsk culture, we conduct 8 numbar of group-wide
activities. Our Board membars and senior managemeant frequantly communicate tha imponance of a8 strong
nzk culture to support a consistent tons from the top. To further strengihon his message, we have reinforced
our targeted training. In 2013, sur employess attended more than 114,000 mandatary training modules giobally
including, for cxample, the Code of Busmess Conduct & Ethics, Frasd Awareness and An introduction o
MaRisk. As part of our ongoing afors o strengihen our NsE culbune, We review our rammg suite reguiarty ©
desafop lurther modubes or enhance exsting components.

In addion, along wilth other measures 1o sirenglhen our pedormance managemenl processes, we have de-
sgned and implemented a process (o be lormal measurement of nek cullure behawors o our amployes par-
Tormance assassment, promobion and compensalion processes, Ths process has been m place n our CB&S
and GTH drsons since 2010 and has subsasquently been rolled oul 1o our DefWRN, NCOU and Rsk divessons,
W plan to acheve a full bank wide roll oul in 2014, This process s designed to further strengthen employes
accountabilly, Furlther measures are already bamg reviewed and will be added 1o the program in 2014,

Source: Deutsche Bank Annual Report 2013, p66-67

Risk Appetite and Capacity

Risk appetite expresses the level of risk that we are willing 1o assume in order to achieve our business objec
wes, Hisk capacity i delined as the masmuom level of nsk we can assume n both normal and distressed
siuabons belore breaaching regqulatony constramis and our obhigations o stakeholders,

Risk appalite i an integral elemant in our business planning processes via our Risk and Capital Demand Plan,
with the aim to creale a more holistic perspaciive on capital, funding and nsk-retum considerations, Risk appe-
Ule s sal wilhin our nsk capacity i which we consider our capilal, assals and bormrowng capacities, We heraby
leverage the stress testing process to also consider stressed market conditions. Top-down risk appetite serves
a5 the limit for risk-taking for the battom-up planning from the busingss functions

The Management Board reviews and approves the risk appetite and capacity on an annual basis with the aim
of ensunng that it is consistent with our Group strategy, business and regulatory envirenment and stakeholders'
e emanis

In order to determine our sk appetite and capacity, we set different group level tnggers and thresholds on a
Torward looking bases and dehng the escalabon requiremants for hoher achion, We assgn nsk melncs thal ara
sensitive to the matenial 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 nsk and recovery management govermance framework with the
nsk appalite ramework. In detail, we assess a sule of matnes undar stress (Commaon Equity Ter 1 ("CET 17)
capital ratio, Internal Capital Adequacy (CICAT) ratio, Stressed Net Liquidity Position ("SNLP")) within the regu
larty performed benchmark and more severe group-wide stress tests and compare them to the Red-Amber
Grean (THRALGT) levels as dalinad in the lable balow

Imenal capial
RAG hvids CET 1 capial ralia adrguacy Ml
Mearnal » B0 % » 135 % > € 5 bilon
Crbical B0% -55% 135 % - 120% & b lnlbon = & O ballicn
Crisis <hb% < 120 % < € () bllicin

In the event that our desired nisk appetite is breached under either nomal or stressed scenanos, a predefined
ascalabion govemance matnx 15 apphad so thase breaches ara laghlighted 1o the respectve commilless, and
ultimately to the Chief Risk Officer and the Management Board, Amendments to the risk appetite and capacity
must be approved by the Chief Risk Officer or the full Management Board, depending on their significance.
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Risk principles and risk culture

A strong and dynamic culture 15 a prerequisite for success in today’s
highly complex operating environment. We are focused on foster-
ing and further developing our cultural strength and ensuring it is
@ competitive advantage both from a risk and a performance point
of view. Qur efforts are underpinned by our shared belief that how
wee deliver results is as Important as the results themselves.

In 2013, the Group Executive Board (GEE) led & global inmative
1o foster the stromg aspects of the Groups culture and evolve
them further, building on our strategic pillars — capital strength,
efficiency and effectivensss, and risk management — and our prin-
ciples: excellence, dient focus and sustainable performance. We
began & program to raise awareness and further embed the stan-
dards of behavior we ask of our employess at every level of the
Group. Each employee is accountable for ensuring these behav-
iors are integrated into every aspect of their daily work. To reflect
the importance we attach 1o this, we incorporated assessment of
adherence to these standards in our performance measuremeant
and compensation framework for 2013,

Qur performance measurement and management process re-
guires that all employees have risk objectives aligned to their roles
and responsibilities. Our employess know that rigorous risk man-
agement plays an essential role in our efforts to deliver the best
possiole client experience and achieve our business objectives. In
short, everyone at UBS is responsiple for anticipating, addressing
and managing risks. We encourage our employess to provide
candid, constructive and actionable feedback. To that end, in
2013, we enhanced our process by making such feedback anony-
mous. The performance measuremant and management process
links into the Group’s compensation framework.

Our compensation philosophy s to provide our employees with
compensation that recognizes their individual contributions and
clearly links their pay to performance — not simply the delivery of
business targets, but also how those results were achieved. As ex-
plained in more detail in the ~“Compensation”™ section of this re-
port, the performance of GER members indudes both guantitative
and qualitative factors, with the latter contributing 35% to their
overall compensation decision. Qualitative factors indude reinforg-
ing a culture of accountability and responsibility, demonstrating
commitment to being a responsible corporate citizen and acting
with integrity in &ll interactions with our stakeholders.

The “"Compensation™ section of this report explzins how the
compensation of each employee i1s based on the indidual’s con-
tribution (absolute and relative) and shows how the individual's
contribution to promoting our principles and standards of behav-
iors is factored into the compensation process. The process in-
cludes an examination of the individuals efforts to actively man-
age nsk, striking an appropriate balance between nsk and reward,
and to what extent the individual exhibited professional and ethi-
cal behavior. Forfeiture provisions enable the firm to forfeit some,
or all, of any unvested deferred portion of compensation if an
employes commits certain harmful acts.

In addition, we have a range of polices and initiatives in place
10 embed the desired risk culture within the Group, covering em-

Source: UBS Annual Report 2013, p157-158

Section 2 — Risk governance and risk management strategies / business model

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

ployess at all levels. Thess policies and inftiatives include the fol-
lowing.

Code of Business Conaduct and Ethics

This Code enshrines the princdples and practices that all of our
employees and Board members are required to follow unreserv-
edly, both in letter and in spirt, supported by an annual adher-
ence certification process. Included in the Code are requirements
covering laws, rules and regulations, ethical and responsible be-
havior, information management, the work environment, social
responsibility and disciplinary measures.

Whistiebiowing

Our Whistleblowing policy provides a formal framework and inde-
pendent channel for employess to raise concerns about suspected
breaches of the Group’s laws, regulations, policies, procedures or
other marters including those covered by our Code of Business Con-
duct and Ethics. In recognition of the importance for a strong and
successful business of enabling employess 1o speak up and con-
structively challenge others, in 2013 our Chairman and Group CEQ
promoted an awareness campaign of our Whistieblowing policy.

Compliance and risk training

We have a mandatory training program for all employees cover-
ing & range of compliance and risk-related topics including ant-
money laundening and operational nsk. In addition, more specal-
ized training is provided for employees according to their roles
and responsibilities, such as training on credit risk and market nsk
for those working in trading areas. Dunng 2013, employees were
reguired to complete over 500,000 mandatory training sessions in
aggregate, an increase of approximately one-third from 2012,
The training sessions need to be completed, usually together with
an assessment, within a specified period of time. Since mid-2012,
failure to sansfactorily complete the mandatory training sessions
within 30 days of the deadline results in disciplinary action, usu-
ally in the form of a written warning, with employess still required
to complete the training. In 2013, 12 employees received such a
warning and ultimately our completion rate for these mandatory
training sessions was 100%. If an employee fails to complete two
or more training sessions within 10 days of the deadline, this is
factored into the performance measurement and management
process and the related promation and COMPEnsation Processes.

Principles of good supenvsion

The Group has developed principles of good supervision, which
ara applicable 1o every region and business division of UBS. These
principles establish clear expectations of managers and employ-
ees with respect to supenasory responsibilites, specifically: to take
responsibility, to organize their business, to know their employees
and what they do, to know their business, to create a good com-
pliance culture and to respond to and resolve issues. Supervisors
are expected 1o understand and set a good example of profes-
sional behavior and 1o act as role models, 10 be open about issues,
to be atentive to unusual behavior and to act on any red flags,

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

ensuring that issues ars resolved. To ensure adherence, frame-
works have been established which are subject to periodic review
and assessment.

Maintaining & strong culture complements our goal of being a
responsible corporate citizen. As & truly global firm with a diverse
workforce, we have a deep understanding and appreciation of
the communities in which we operate. Our longstanding and
active community affairs programs are focused on promoting
education and entrepreneurship supported by the wvolunteenng
efforts of our employees across the globe. These programs con-
tinued to thrive in 2013. For instance, we launched new initiatives
in the Americas and received vanous awards for our work in the
UK. In the second gquarter, the UBS Optimus Foundation an-
nounced a new and major global initiative to put nutrition at the
center of the global developmeant agenda and, later in the year,
the Foundation was involved in fundraising for Typhoon Haiyan
relief efforts in the Philippines. The Group matched dient and em-
ployee donations on a 1:1 basis. In the third quarter, UBS was
named in the Dow Jones Sustainability Indices which track the
leading sustainability-driven companies worldwide. Additionally,
we co-launched the Thun Group of Banks' discussion paper on
banking and human rights. In the fourth quarter, our Global Phi-
lanthropy Forum looked at how we can work with clients to help
improve women's nights and opportunites around the world. Dur-
ing 2013, we also continued our support for the arts through
culturally enriching programs for our clients, employees and the
public, induding the launch of a multi-year agreement with 4t
Basel and support for exhibitions in the Americas and in Switzer-
land.

-* Refer to the "Our employees” and “Compensation™ sections of

this report for more information

Cuantitative risk appetite objectives

Through a set of guantitative risk appetite objectives, we aim to
ensure that our aggregate risk exposure is within our desired nsk
capacity, based on our capital and business plans. The specific
definition of risk capaaty for each objective seeks to ensure that
we have sufficient capital, earnings and funding liguidity to pro-
tect our business franchises and exceed minimum regulatony re-
guirements under a severe stress event. The risk appetite objec-
tves are evaluated as part of the annual business planning
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Recommendation 7a: Describe key risks that arise from the bank’s business model and activities

The Bank Principal risk types
Thee prirscipal risk typirs. ther gowerming docurrsritation, and thisr applicabiity to risk appetite are cutlined in the tabke below.
| ("Risk Type Governing Documentatian Application 10 Risk Appetite )
( | | | ] Cradht Risk Crodit Risk Polacy I ——
& Credit Risk Appetite : » Exposure to a single cusiomer of group of related partes (imits difeeentiated
Busingss Lanadian rtemazonal Global Wealth Global Banking Other i Collective Allowance Policy for oy Custoimor rink rating and security cover,
e Barking Barking & lrurance & Markets t Petloeming Loans = Counbry rak (exposune bmifts 1o conrol tarsferiroas-border and sovenegn
| | | | i Residential Morigage Undenatiting dofaull risksl, ard
: Policy E) m.mr.- cmemmm@mn ancl risk m:sbed{mmuaum limits)
= z P _ gpm ey L 4 : —
Deposits Deposits Aaset management Cotpiocaie lending L inababoins Market Risk i Market and Structural fisk Quanditatwe limitsiokrances. such as various VR limits, stress test results, equity
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See also accompanying narrative
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Section 2 — Risk governance and risk management strategies / business model

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

bank manages such risks

Medium-Teern Planning (MTP) process

The MTP process, performed annually, requires each business to
presend its plans for business performands over the coming frve years
{with a ey Tocus on the first theee years of the plank. The MTP details
thee businesses strategy, the portiolo composition and the expected
Fisk tremdi. Achisving the planned performance n esch buiiness &
dependent upon the abslity of the bussness to manage its ks, It an
ierave process Teaturing weekly reviews at the most senior levels as
the plan is updated untl final sgresment. The output includes a
detmled staterment of the Croup's sthalegy over the medism-1enm, a8
wiell a5 detiked financial propctiont

Risk managers suppart the MTP by providing robust revies and
chalienge of the busness pland 1o enture that the hnsncial projections
are intemally consistent; value creating: achievable given sk
rrdnagement capabilties (e.g supported by dppropriale fak
infrastrincture) and that they present a suitable balance bebween risk
and rewand, This culmingtes in the risk revibw’ mesetings inwhich the:
CRO and serior managerment in each of our businesses discuss the
Bndirwgs Trorn the risk reviews, ard changes 1o the business plans ae
manialed &5 necessany,

The business plans are prepaced with reference to a consstent set of
ECONOIMEC axsumptions which are agreed by senior management and
Fiviewesd within Croug Risk 10 ensure that 1hey appropriately reflecy
ermerging risk trends. They are used as baselne scemasion in the stress
festing and fisk appelite processes.

The owtput from the: borsiness plan forms the basis of all strategic
processes. In particular, the plans comprise projections of capital
Fidowtes and reguirermnentd given profil generation, doddend policy
and capnal Biusnce Biak varisbles ace alio condidered, mast
importentdy in the forecasting of the Croug’s empainment change, on the
assessment of the business capital reguinsments poing forveard ard in
sendilivity analyses of the plans (which inthade risk appetite and stress
Testing L

Risk appetite

Risk appetite is defined a3 the bevel of risk that Banclrys s prepared to

accepl wiilsl pursuing (b3 busingss strategy, recognisng a range of
possible cutcomes as business plans are implemented.

Risk appetite tets the “tone from the 1op” and provides a basis for
Mlgolngdﬂbglubﬁwﬂn and Board with respect to
Barchays’ current and evohing risk profile, slicwing strategic and
Fnancial decisions ta be made on an infarmed basis.

At Barclays, the risk appetite framework is intended to achicve the

followirg obecthoes:

» Articulate the nsks the Croup B8 willing o take and why, to enable
specific risk taking activities; and articulste thase risks to moid and
wiity, 1o Corstrain speciic risk taking sctivities;

» Consider all Principal and Key Risks both individually and, whene
appeopriate, in aggregate;

s Consistently communicate the acceptable level of risk for different
risk: typesc this may be expressed in financial or non-firencial tenms,
bust must enable measurement and effective monitoning:

» Deseribe agreed parsmeters for Barclays’ parformance under vaning
leviels of hrsncial stress with redpect o
a Profitability, loss and return metrics
o The sbility to contirue bo pay a dividend; and

» Be embedded in key decisio iy processes inchuding rerpers

and acquisitions, new product appeovals and business change
Iniliates.

Unapproved braachas of risk appetite andfor lmits will result in
performance management and daciplinary corsequences.

EE

Reputation Purpats
& Stakehoidel B Vil
Expeciasons.

Setting risk appetite

Ins thes reguard, the Crowp CEO & respandible for

o Leading the development of the Barcleys strateqy and businest plans
that align to cur Goal, Purpose and Values and includes a rigk
appetite and mk profle proposal for Board approval

® Leading, managing and ceganisng executive management to achisve
execution of the Barclays strategy and business plans in line with the
Bowrd spproved Purpose, Values, Code of Conduct (The Barclars
Way') and risk appetie. This includes assessing risk holistically,
emuring the soundrets of the hnancial posstion af Barchays, and that
due consideration i3 given 1o the impact of Banclays on sociely,
oustomers and chers, colleagues and the wider financial systen;

= Barclays’ performance including Bnancial and operationsl actiities.
risk profile (current and outlook) compared 1o appeoved risk appetite,

and compliance with all laws, reguiations and the Barclays Operating
Frarmewark; and

= Prowiding acourate, transparent and limely reporting to the Board on
Barclays' perforrmance sgairst plan, and include the risk profile
{gurrent and outlook) compared to risk appetite under normal and
stressed scenarios.

Th Group CRO is responsible for:

» Providing oversight, advice and challenge to the CEQ with respect to
tha strategic plan;

= Management of the risk appetite setting processes:

® Recormemending risk appetite to the Board:

= Ensuring the Board receive regular management infoemation that
compares the risk appetite set for Barclays and the businesses by risk
type and in aggregate whene sppropriate; and

- D:whp-ng. operating and maintaining a compeehensive risk
managerment iramework Tor Banckays that erswres the business
perfonms in lins with the approved risk appetite.

The Bosrd review and approwe risk appetive in aggregate and for all
indsvidual Principal Risks.

The Risk function is responsible for implementation, operation and
marfcning of the bank™ appraach to risk appetite,

Risk appetite ks formally reviewed on an annual basis in conjunction
with the Mediure Term Plancing (MTP) process.

Source: Barclays Annual Report 2013, p. 386-387

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Croup-wide stress tests are an integral part of the annual MTP process
arwd erdase that the Croug's inancial position and risk prafile provide
sufficient resilience to withstand the impact of sevens econcmic stress,
A key objective of the Group-wide Stress 1241 process iS to identify and
document management actions that would be taken to mitigate the
imipact of stress. The bottom-up process snsures all levels of
mansgement ane informed of the impact of the $tress scenanios and
are aware of appropriate management actions to be takenwhen a
siress event ocowrs. The approach alio inchades reverse Siress testing
techniques which aim 1o identify the circumstances under which our
business model would becorme no longer viable, leading to a significant
change in business strateqy See Stress testing below for mone
information

Risk appetite is apperoved and disseminated across Key Risks and
businesses, inchuding the use of "MAS” limits 1o enable and control
specific activites that have material concentration nsk implications for
the Croup These limits also help avold large one-off losses that are
specific to Barclays and outside staleholder expectations.

Barclays has run a risk appetite process since 2004 and this process
cormprises 'Financial Valstility, which is the bevel of patential deviation
fram expected hnancial performance Barclays i prepared to sustain,
ard "Mandate snd Scale’, which ensures the Group stays within
appetite. The strabegy and business activities are reflected in key
performance metrics, which are dependenit in large pant on risk
performance.

Shmwlate rizk
Express usiress
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Simulate risk
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Current {ondtonr

Financial volatility

Financial volatility is defined as the level of potertial deviation from
expected financial performance that Basclays is prepared to sustain at
refevant points on the rsk profie. When Sefling appetite, management
and the Board articulate the Group's strategy and summarise objectives
in terma of key financial metrics. The Group's risk profile is sssessed via
a'bottom-up analyiis of the Group's business plans 1o establish the
wolatility of the key metrics. If the projections entail too high a level of
rak [Le bresch the top-down hnancial obgectives at the through-the-
cyecle, moderate oe severe level), mansgemant will challenge each area
1o re-balance the risk profile ta bring the bonom-up sk appetite back
within top=down appetite. Performance against risk appetite usage is
meadunsd and reported 16 the Exscutive Committes and the Board
regularly throwghaut the year Our top-down appette s quantifed
throwgh an array of financial performance and capital metrics which
are reviewed by the Board on an annual basis. For 2013, the strategic
metrics in the table below were set af three levels: ‘through-the-cycle’,
and stressed ‘'one in seven’ and “one in twenty-fve’, which are defined
ax

s Through-the-cyche: the sverage losses hassd on messuremants over
many years;

® 1in 7 (moderate] loss: the worst bevel of losses out of a random
sample of 7 years; and

® | in 25 {severe] lods: the worst bevel of lodses out of a random sample
of 2% years.

Thise soenanias ane defined through a level of probabiley of occurmence
rather than through a specific set of economic vanables e in stress tests,

Risk appetite concepts (diagrarm not to wcals)

A Maar
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!
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The potentially langer but increasingly less likely levels of loss are
Buitrated in the risk appetite concepts chart shove. Since the level of
loss al any given probabidity i dependent on the portfolio of exposures
in each business, the statistical measurerment for each key risk categoey
gives. the Group clearer sight and better control of risk taking
throwghout the enterpeise. Specifically, this framework enables it to:

= Improve mansgement conbdence and debate regarding the Croug's
risk profile:

» Re-balance the risk profile of the MTP whene breaches are indicated,
tharely schisving & supaerior risk-retumn peafile;

w Idenitify urnesed risk capacity, and thus highlight the need 10 identify
Turther profitable opporturities; and

® Improve executive mansgement contral and co-crdination aof risk
Laking across businesses
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Section 2 — Risk governance and risk management strategies / business model

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 (1 of 3)

Miedra e reliraan] 10 Siraligy and rek

Lirik; B Liratiecry and sk peoiie

Proht before tax,
Retum on equity
Retuinn on KWAs

Fundamental sconomic and business indicators, which best describes shareholder foous in terms
of profitability and ability to use capital resources efhcienthy.

Lo loss rate (LLR)

Describes the credit risk prohle and whether innpasrment is within appetite.

Core Tier 1 and bserage ratos

Monitors our capital adeguacy in relation to capital plan

Dividends

In summary, the Stress kevels represent the risk tolerance of Barchays in
terms of its key objectives. These objectives act as constraints on risk
performance and imiply masdmum kevels of acceptable losses that ane
tracked quarterly and reported 10 the Board. Ary breachss must be
approved and remedial actions mandabed.

Mandate and Scale

The second element 1o the setting of nsk appetite in Barclays i5 an
extensive system of Mandate and Scale limits, which is a risk
management approach that seels to foemally review and control
business sctivities 1o endure that they are within Barclays mandate (e
aligned with expectations), and are of an appropriate scale (relative to
the risk and reward of the underlying activities). Barclays achisves this
by wsing limits and triggers. to avoid concentrations which would be
out of line with expectations, and which may lead 1o unexpected kosies
of a scale that would be detrimental to the stability of the relevant
business line or the Croup. These limits are set by the independent risk
function, formally monfoned each maonth and subject o Board-level
oversight.

For example, in owr commercial property finance and constnection
portiolos, & comprehensive series of limits are in place 1o control
exposure within each business and geographic sector. To ensure that
limits are aligned 1o the underlying risk characteristics, the Mandate
and Scabe brrits differentiate bebween types of exposure. There are, for
example. individual limits for property investment and property
develapment.

Barchays wies the Mandate and Scale lramework to
® Limit concenbration rish;

= Keep business actiities within Geoup and indsidiusl business
marndate;

= Emsure acthities remain of an appropriate scale relative to the
underkying risk and reward: and

» Emsure risk taking is supported by appropriate expertise and
capabilities.

Measures the risks of being able to continwe paying appropriate diidends.

A3 well &5 Group-level Mandate & Scale b, further limits are set by
risk maragers within sach business unit. covering particulas postfolios.

Imeraction of risk appetite with business sirategy

The strategy and business sctivities are reflected in key performance
rreetrics, which are dependent in lirge part on risk performance. Risk
appetite, as described above, helps to ensure that the strategy is
adaptable to vanows degrees of financial Stress,

Eachyear, the MTP process ensures that appetite takes account of the
strateqy (detaded in the Barchays risk management strategy Section on
page 355).

The Croup risk profile developing in the plan is assessed in the financial
volatlity scenariod via a boltom-up process; this & then companed with
the topedown view articulated via the key fnancial metrics described
above. Ay gap between the two views & challenged by management
in order 1o re-balance the nsk profile and bring the botlom-up risk
appetite back within top-down appetite.

For further information on Risk factors and the Operating and business
ermironment, refer 1o the Risk factors section (3ee pages 133 10 141}

Stress Lesting

Group-wide stress bests ane an integral pan of the annual MTP process
and annual review of risk appetite to ensure that the Group's financial
paosition and risk peofile provide sufficient reslience to withstand the
impact of severe economic stress. The following diagram outlines the
ey Sbepd in the Group-wide stress testing process, which sne desonbed
below. Barclays also maintains Recovery Flans which consider actions
1o facilitate recoveny from severe stress of an ordery resoluton. These
sctions are additional to those inchuded in the Group-wide stress
festing pro<ess described in this section,

Source: Barclays Annual Report2013, p388-390

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

S<enario Businesies Businesyey Rarvigw and Results Capital plan Committes
design and prepare FuR SErest challerge {pee/post- ncluding presentations
parameter MTP bunsiness esting business capital and approeval
setiing plans madels managesment managernet

ACtRONE fonie)]

Stress tegting Management actians

Pre-recovery plan

Rty action

Resahution

= Scenario design and setting: BFRC agrees the range of scenarios to
e tested and the independent Group Risk function leads the
process. Macrosconomic siress tes] scenarion are designed 1o be
bath severs mnd plasible, and relevant to owr businass. The following
diagram summanises the peocess for designing and agresing the

Scenario design and setling

scenarios to ke nun, The process includes Group Risk consultation
with economists in the businesses. This ensures relevance of
scenarios 1o our businesses and a consistent interpeetation of the
seenarias scron the Group

Group Rink Bosrd Financisl Risk Economic Economic Siress 1ey] scenarion
develops scenanio Committes pedvedes i amelers el paramelers nesieweid and economic
themes in input and agrees on bry Gioup Risk by economists within paramelers issued
consultation with scenarko thernes the buninesses by Goroanp Rink

economisty within
the buninesses

At the Group level, stress (et scenanos capture a wide range of
macroeconoeric variables that are required to assess the impact of the
stress soenario (or each partfolio, and reflect the wide range of models
used acnoss the Group to assess the impact of the stress. This includes
for example, GO wnernployment, asset prices, foreign exchange rates
and interest rates. ECONOMIC Parameters ane et using expert
judgement snd are calbrated wiing historical and quanisiee snabeis
o ersure inlernal coberence and appropriate severity. In addition, ouwr
sCenarios are tested apainst the PRAS stress test scenarnios.

Examples of rypet of scenanot/ thermes run as Group-wide siress et
nchude

& A global réceétfon Soenano capiuning the wids range of busnétses
acrods Bancleyy;

8 US-cenitred macroeconomic scenario; and

L] ﬁmlﬂ!ﬂhrmslmmpaﬂdtmmm:m
Tramework (Lo page 391 ),

» Businesses prepase MTF business plans: sach business prepares
detailed business plans which are used as the baseline for running
their Slress et analysis. The MTP business plans ane prepared at
performance cell level across a detailed 321 of performante metrics
covering Income, impairment, balance sheet and BWA information
{which & also reflected in the siress testing resulis) - see page 386
for further details on the MTP process. The sireis tesling results are
used to inform MTP business plans, so there may be 8 rrmber of
ferations before the MTP business plans are finalmed

» Businesses run stress testing models: the siress TeRting proceds i
detailed and compreheniive using boftom-ug anabysls perionmed by
each of Barclns’ businessies, covering detalled performance metrics
a% outhined above and results ane produced for each performancs
cell. it inchodes all aspects of the Group's balance sheet scross all risk
types and i forwarnd looking over a fve year peniod. Ouar stress testing
approach combines ninning siaistical modals with sxpert
judgement to ensure the results acouratedy reflect the impact of the
SEress lesl SLonGmic SCenarno

An overview of our stress testing approach by Principsl fisk i provided
ir the table below:
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Section 2 — Risk governance and risk management strategies / business model

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 (2 of 3)

Friew sl Mk

“Credit itk

Saves Iesting dpprnach

& Credi risk imparments: For retad portiohos businesses. use regression models 1o establish a relatiorship
between amears movernents and lory macroeconomic paramebers, such as imenest rates and
Ty Tent, NCOMmonating roll-rate analysis wo estimase soessed levels of arears by portiolo, In
addition, combiration of house price reductions and incressed customer drawdawns for revohing
Facilmies loads to hgher loss given defaull [LGO) which also contribuies 0 increased impaement kneel
For wholesals portfolics the stress shocks on creda risk diivers (PDs, LEDs and EADs) are primariy
califwated irang historical and expected refationahips with key macroeconomic paremeters. such a5 COP,
inflation ard inlerest fles.

s The scenarios include market sk shocks that ane appled fo defenmine the market value under stress of

comtracis that give rise to counterpary credit riske. Courterparty losses, including from changes 1o the

croedin valuaion ddusement and from defaults, ae modelled based on the impact of these shocks as well

a5 g stressed oredit risk drivers (P05 snd LGDs ). The same approach (s used to strevs the market

vihue of assers held as available for sake o at fair vahse in the banking book,

Crecit sk weighted assets: The impact of the scenanios s calculsed via & combanation of business

volurmes and similar factors to impairment drivers. above, 25 well 23 The regulatory caloulation and the

level of pro-cyclicality of underying requiatory creda rivk maodeds.

Mkl risk

"Operabional risk, Concuct rak and
Reptation risk

Traading ook losses; AS marie risk Eactors o the Balanoe shoel ane siressed using Specinc market risk

shocks {and s used for the courderpary credit risk analysis, above), The seventy of the shocks appled

e Sependen on the lqueding of The marked undsy STness, 2.0, dliguid o STy pOutons ae asaumied 10

have a longer holding penod than posibons in iqued markets

= Perdion fund: The funding pesition of pension lunds are stressid, Taking iro SCoount Eey S onomic

diriver impacting fulune obllgations (&g long lerm inflation and interest rates) and the impact of the

paamigionthe vl of B ey,

The risk of # mismatch between assets and katadites, loading 1o funding GSculties, i assessed

Busiresses apply soenario varabies io forecasts of cusiormer kuns and sdvanoes and deposas levels,

Laking into attount management scions 1o mitigate 1he impact ol the stress which may impact business

volumes, The Group funding requinement under stress i then estmated and takes into account kower

availability of furds in the market

« The analysis of funding risk also contributes 10 the estimate of siressed noome and Cost:

£ SENeYS HTEaCt on non-inteest income ts primarly driven by lower peojecied business volumes and
e howvrr it fromm fees and comminsions;

= Impact on et irenest incoeme 5 driven by siressed marging, which depend on the level of interest rates
unider stress a5 well a3 furding costaanid on streased balance sheet volames. This can be perthy
mitigated by management actions that may include repricng of variable rate products, Taking imlo
oo irerbank lerding rates under stress; and

= Thee ITgact on costs is mainky driven by business volumes and management actions o partly offset
peredil reductions (due 1o IMpaEment increases and decreases in inooms] such & headecunt reductions

__and krwer performance costs. = : :

= These Principal Risics ane generally nol assessed a0 part of eCOnemic LOenario assessments, as they ame

not dinectiy linked 10 the sconcmic soenana. Note that Dperasional rik, however, is inchuded as part of

he reverie stress festing famewark (hat incorpanabes sssessment of dogymoratic opemional sk ewems

o Manasgement of Operational risk is described on pages 225 and 415 1o 417

o Management of Conduct rsk i described on pages 278 to 229

o Mansgemnent of Reputation risk s described on pages 226 to 277

Enhanced Disclosure Task Force e Examples of Leading Disclosure Practices

Rrverie siress iesking

The Croup-wide stress testing framework o inclodes neverse stess
teating techniques wiich aim 1o identify the croumatances under
wehich Barclays” buriinedd model woulkd become no longes be viable,
\eacing 80 & sigriicant change in busirees straiegy. Exemples include
EENETT MUCTCECONTRC dosTTiurm scenanos, such as a breasl-up of
the Euro arpa, or specific idiosyncratic events, covering both
Dperational risk ard capial/Tquidity sverts

Reverse stress testing i used 1o help support engoing risk
maragerrent and i fully emegrated into our risk appetite framework
Reverse strews lesting methodology inchades dentrfying tail risks
associmted with specific low Eeelhood croumatances, and identifiing
appropriate mitgating actions. For example, the approach for
managing Eunarone perigheral risks was informed by the results of the
reverie sirews. hesting assessament ran in 200

Bursinas5 and risk yps specific siress tests

Barciays abd uses serews fesling bechniques at portioko and product
leeved b0 support risk management. For example, portiolio management
n e LIS cands buainess ermploys stressed assmptions of loss rastes to
dietenmine proftability hundes for new accouniy in the UK maortgage
bussress, affcedabiiey thresholds iInconporase sressed estemates of
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Section 2 — Risk governance and risk management strategies / business model

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 (3 of 3)
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Source: Barclays Pillar 3 2013, pp. 122-123



