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Directors and Other Information

Name Board of Directors

Aidan Williams Chairman & Independent non-executive
Massimitiano Sinagra Managing Director

Guy Laffineur Group

Tara Doyle * Independent non-executive

Autilio Napoii Group

Andrea Marchetti Group

Divector resignations during the financial year
Jackie Gilroy resigned as an Independent non-executive Direcior on the 28" Apri 2019
Donal Courtney resigned as an Independent non-executive Director on the 31* October 2019

Registered Office

L.a Touche House

International Financial Services Centre
Publin |

Reaistered Number; 240351

Company Secretary

Beatrice Rinaldi

La Touche House

International Financial Services Centre
Dubiin |

Independent Auditor
Deloitte Treland LLP,
20 Earlsfort Terrace,
Dublin 2,

[reland,

DO AY28

* Tura Doyle was appointed to 1he role of Independent non-executive Director on the 8% May 2019,
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Chairman’s Statement

UniCredit Bank Ireland p.Lc., has come through 2019 with very satisfactory results, These results were achieved
in difficuit markets conditions against a backdrop which included continued political instability through the
ongoing Brexit issues coupled with global wade war tensions heightened by the U5/China trade negotiations.
There were also budgetary tensions between ltaly and the BU leading to increased market volatility across the
Euvapean markets. All of this in a continuing low interest rate environment leading to continuing pressure on
interest rate margins.

Cur strategic focus in 2020 will be the execution of the first phasc of our 2020 to 2023 multi-year plan, including;

- The vontinuation of our role in managing & significant part of the Group Liquidity Portfolio made up of
high quality 58A Assets (Sovereign, Supranational & Agencies),

«  Acting as the bridge to the Trish Financial Services sector for the wider UniCredit Group to deliver our
Corporate & Investment Banking Platform across a wide range of offerings and services;

- To continue to manage atl of the relevant risks of the Company through robust internal control systems,
policies and procedures centred on strong Corporate Governance within a cubture of openness and
transparency;

In 2019 we achieved a net profit of €32.2 million which was 29% ahead of the budgeted net profit of €25.0
million. This compared 1o a net profit in 2018 of €43.7 miltion. The main driver of this was a planned reduction in
assets particularly inter-group defeveraging and the maturily of assets within our investment portfolio.

Once again, 1 would like to take this opportunity to thank my fellow Board Members, Managetment Team and
Colleagues for their dedication throughout the year,

S

Aidan Williams
Chairman
3rd February 2020
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Directors Report

The Directors present their report together with the audited financial statements of UniCredit Bank freland p.le.
for the financial year ended 31 December 2019

Definitions

UniCredit Bank Ireland p.l.c.; “The Company’ or ‘the Bank’, a wholly owned subsidiary of UniCredit S p. A,
UniCredit 5.p.A .. The Comipany's Parent Company.

UniCredit Banking Group or *Group’: The Parent Company and its fully consolidated entities,

Directors

The Directors nammed on page 2 “Directors and Otlier Information’ served as Directors throughout 2019 unless
stated otherwise. There were no other individuals who acted as a Director during 2019,

Ownership

The Bank is a wholly-owned subsidiary of UniCredit S5.p. A, which is incomporated in Italy. Consolidated
financial staternents as at 31 December 2019 are prepared by UniCredit 5.p. A, which incarporate the results of its
subsidiary companies. The Group financial statements of UniCredit 8.p. A_ are available on the Group website:
https:/Awww nicreditgroupen. The UniCredit 5.p.A. Fiscal Code, VAT number and Registration number with
the Company Register of Milan-Monza-Brianza-Lodi 13 00348170101,

Principal Activities

The principal business of the Company relates to the investment in securities and in wholesale lending activities,
which are funded through short term secured and unsecured deals and also by medium term: notes. The medium
term notes are listed on the Luxembourg stock exchange.

In terms of governance reporting line, UniCredit Bank Ireland p.l.c. is fully segmented with a single reporting
line to Group Corporate & Investment Banking incorporating third party assets and short term funding, with
Group Corporate Centre focused on group assets and medium term liabilities. The segmentation would give the
appottunity to continue the traditional funding role of the Company, with a more invesiment orientated focus, in
arder to deliver a successful Group strategy.

Key Performance Indicators (‘| KPIs")
- Profit to 31 December 2019 amounted to €32.2 million (31 December 201 8: €43.7 million).
- Interest income snd simtlar revenues to 31 December 2019 amounted to €275.6 million (31 December 201 §:
€387.1 million).
- Interest expense and sinilar charges to 31 December 2019 amounted to €224.7 mitlion (31 December 2018:
€321.0 million).
- Net interest income to 31 December 2019 amounted (o €30.9 million {31 December 2018 €66.1 million).
- Met write backs on impairment on financial assets of €3.0 million have been recorded in 2019 (31 December
2018; €0.8 million) due to the following reasons;
- maturity/cali of debt securities which resulted in a write-back of approximately €1.9 mitlion,;
lower Probability of Default “PD™ attributed to the Parent Company UniCredit 5 p.A. resulied in a
write-back of approximately €0.5 miilion;
- lower PD one year on our sovereign positions resulting in a write-back of approximately €0.6 million;
~  Total operating income to 31 December 2019 amounted to €49.3 million (31 [December 2018 €63.7 million).

L
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The most significant events for the financial year ended 31 December 2019 were the following:

1) The Company cortinued the execution of its strategic plan, Total assets at the end of 2019 amounted to €12.4
billion, which was lower than 2018 year end mainly due ta the combined effect of the maturity of €1.8 billion
of an Intercompany bond and the call of a subordinated Intercompany bond of €0.3 billion. The majarity of
the Assets were non-Intercompany as at 31 December 2019, and the percentage of lntercompany Assets over
Total Assets {23%) is expected o continue to reduce, Total liabitities also decreased since year end 2018
primarily due to decreases in Deposits from banks, Net interest income of €50.9 millien is 23% lowet than
the prior financial year, primarily due to the reduction in the Banks sovercign and imtercompany bond
portfolios,

2) At year end the Company entered into intercompany deposits of €0.75 hillion to ensure compliance with the
MNet Stable Funding Ratio requirement.

3 The 2019 Ex-ante contribution to the Single Resolution Fund Levy, amounting to €5.6 mitlion, has recorded
an increase compared to the 2018 levy (31 Decernber 2018; €4.8 million) mostly driven by the incréase in
the Bank’s perceived riskiness compared to its peers in the Irish market. The CBI Industry funding levy
tncreased to €5.9 million compared to €1.7 million in 2018 mostly driven by an increased percentage of
funding to caver CBI costs, both levies have been fully accounted for in the ‘Other Administrative Expenses’
fine.

4y The negative opening balance of the FVOC)] Reserve of €10 million becarmne positive (€37 million) at the
end of 2019 mostly due to the Haltan Government Bond spread tightening as a result of the market response
to the easing of the political erigis in ltaly. This determined a positive result of €67 million in the “Financial
assets at fair value through Other Comprehensive Income™ for year ended 31 December 2019,

Total Shareholders’ equity as of 31 December 2019 amounted to €2.4 billion substantially aligned with year-
end 2018 figures.

As of 31 December 2019 the fully loaded CET! was 121.7% (31 December 2018: 68, 3%); fully loaded
meaning the caleulation of the CETI ratio afier the expiry of the transitional provisions. With reference to
CET1, as of today no transitional provisions are in place.

Priacipat Risks and Uncertainties

The Company has designed its risk management frarnework to capture all material risks to which it is exposed
and invested substantial time and efTort in its risk management strategies, framework, policies, procedures and
monitoring techniques, Nevertheless, there is a risk that these may fail to entirely mitigate risks in unanticipated
situations or circumstances or o an extent previously considered immaterial, Any residuat losses, financial and/or
reputational, would have to be borne by the Company in such a situation or circumstance.

Risk factors that could have a material adverse effect on the Company's business, financial condition and results
of operations over the next 12 months, are as follows:

- continuing uncertainty of the consequences of the United Kingdom's exit from the EU, including the
uncertainty over whether the Company’s key Central Counterparty (‘CCP") for over-the-counter interest
rate swaps, London Clearing House (*LCH"), will retain market access to the EU in the event of a *hard’
post Brexit trade deal;

- continuing volatility caused by the political situation in Italy, which, as also highlighted above, can
impact adversely the markets in which the Company operates or investments presently held in (ther
Comprehensive Income portfolio;

- intherent risks from macroeconomic conditions in the Company’s and Group’s main markets, concerns on
soveraign debt and financial uncertainties in the EU and the potential effects of those uncertainties on
investments presently held by the Company or on Group business activities and results,

S5)#u
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= deterioration in the credit quality of the Company’s borrowers/counterparties, as well as difficulties in
relation to the recoverability of loans and other amounts due from such borrowers and counterparties that
could result in significamt increases in the Company’s impaired loans and impairment provisions,

- the impact of downgrades in the Group's or the Italian Government's credit ratings,

- the impact of the continuing implementation of significant regutatory developments (Basel 111 and Capital
Requirements Directive (CRD) IV),

- the sbility of the Company/Group to generate additional liquidity and/ar capital, as required, and

- fatlures in internal controts and procedures leading to financial loss, reputational damage and/or
regulatory sanction.

The above list is not exhaustive nor, is it intended to be a definitive list of all risks but the principal risks and
uncertainties faced by the Company.

In relation to the United Kingdom®s withdrawal from the EU and refated potential risks, the Company does not
envisage any major risk to its current business mode! which is based on EU and not UK assets. The Company
nevertheless is monitoring the progress of the United Kingdom's withdrawal from the EU and it is part ol a
project coordinated st UniCredil 5.p. A level, which covers all potential impacts,

Distribution of reserves / Dividends

A distribution of reserves of €41 .5 million was approved by the Board on 4 February 201% and paid on 21 May
2019 In 2018 a dividend of €23.5 million was paid on 21 May 2018, The Directors propose a final dividend for
the financial year ended 31 December 2009 of €32.2 million to be paid to UniCredit S.p.A. by the end of May
2020,

Capitat Restriction
There is only one class of shares and all of the shares are owned by UniCredit 5.p.A. There are no restrictions on
the transfer or voting rights of these shares.

Risk Management and Control

The Company, in the normal course of business, is exposed 1o a number of classes of risk, of which the most
stgmificant are credit, market (including interest rate and currency risk). operational, liquidity and funding risk,
I3etails of these risks are provided in Parr E: Information on risks and hedging palicies of the notes to the
financial statements. The Company, in preparing the financial ststernents, follows a documented set of procedures
and a control risk framework which is reviewed on a six monthly basis.

Arm’s Length Transactions

‘The Directors have established formal procedures to ensure that all transactions with other members of the
ultirnate Parent undertaking is carried out on an arm’s length basis. The Bank abides by the Group Transfer
Ericing Policies and Guidelines which are grounded in the OECD Transfer Pricing Guidelines,

Political Donations

The Electoral Act, 1997 as amended requires companies to disclose all political donations over €200 in aggregate
made during the financial period. The Dirsctors have satisfied themselves that no such donations have been made
by the Campany.

Future Developments
The Company is not planning any matetial changes to its operating activities,
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Going Concern

The financial statements continue to be prepared on a going cancem basis, as the Directors are satisfied that the
Company as a whole has the resources to continue in business for the foresceable future, Refer to the Part A1
Accounting Policies Section | - Statement of Compliance with IFRSs for details.

Accounting records

The measures taken by the Directors Lo ensure compliance with the requirements of sections 281 to 285 af the
Cormpanies Act 2014 to keep adeguate accounting records are the use of appropriate systems and procedures and
the employment of competent persons. The accounting records are kept at La Touelie House, IFSC, Dublin 1.

Independent Auditor

On 6 March 2013 Deloitte Ireland LLP were appointed as auditors, Detoitte Treland LLP have expressed their
willingness to continue in office in accordance with section 383(2) of the Companies Act, 2014,

Regulation/Corporate Governsnce

UniCredit Bank Ireland p.l.c. is a bank licensed and regulated by the Central Bank of freland under the Central
Bank Acts 1942 to 2015 and is subject to the Corporate Gigvernance Code for Credit Institutions 2015,

Corporate Governance Statement

The Board retains the primary responsibility for the Corporate Governance within the Bank, Therefore, in line
witlt the Annual Compliance Statement the Board confirms that the Company has complied with the provisicns of
the Central Bank of Troland’s Corporate Gevernance Code for Credit Institutions 2015 (the “Code™) (the Code is
avatlable on wavw.centralbanic je).

The Board is responsible for:

- ensuring the effective, prudent and cthicat oversight of the Company;

«  getting the business strategy for the Company;

- overseeing the amounts, types and disteibutton of both internal capital and own funds adequate to ¢over the
risks of the Company;

- getting the strategy for the on-going management of material risks including imer-alia, liquidity visk;

- implementing a tobust and rransparent organisational structure with effective communication and reporting
channels; and

- aremuneration framework that is in line with the risk strategies of the credit institution;

in accordance with law and applicable regulatory requirements. Please refer to Statement of Directors’
Responsibilities on pages 12 -13 for further details of the Boards responsibilities.

Internal Controls

With regard to internal controls, the Board is responsible for implementing an adequate and effective internal
control framework, which includes a well-functioning risk control, compliance and internal audit functions as
well as an appropriate financial reporting and accounting framework. All key control functions within the
Company such as internal audit, compliance and risk management are independent of business units and have
adequate resources and authority to operate effectively and receive timely, aceurate and sufficient detailed
information,

‘The Board is required to understand the risks to which the Bank is exposed and has established a documented risk
appetite framework for the Bank which is reviewed on a yearly basis, The Board ensures that the risk
management system and internal controfs reflect the risk appetite and that there are adequate arrangements in
place to ensure there is regular reporting to the Board in compliance with the risk appetite,

7yE:
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During 2019 the Board met 7 times.

Board Committees

In arder to support the Directors, the Board has delegated autharity to 2 sub-comimittees, the Audic and Risk
Committees, to act on its behalf in respect of certain matters. The Board is responsible for the oversight of each of
its committees.

Audit Committec

The primary function of the Audit Cormittee is to assist the Board in fulfilling its oversight responsibilities in
respect of the Company and its aflairs, The Audit Commitiee does so by:

- monitoring the Anancial reporting process, incloding the integrity of the Company’s financial statements
and the financial information provided to the Board, the Company's parent, the Central Bank of Ireland,
the Cotmpanies Registration Office and others, ensuring that they give a “true and fair view" of the
Company's financial status;

- recommending to the Board whether Lo approve the Company’s annual accounts;

- monitoring and reviewing the effectiveness of the Company's systems of internal control, internal audit
and IT systems;

= ljiaising with the externa! auditor and monitoring the statutory sudit of the annual aceounts and ensuring
the effectiveness of that process;
reviewing and manitoring the independence of the statutory suditor or audit firm, and in particular the
provision of additional services to the audited entity; and

- reviewing any financial announcements by, and financial reports of, the Company.

The current Audit Comymnittee comprises of:

one Independent non-executive member who is temporarily acting chair of the committee due to the
retirement of the Chair of the Audit Committee at the end of October 2019;

- one Independent non-executive member who is a temparary member, and

- one Group Director who 1s a permanent membet,

The proposed new Chair of the Andit Committee fitness and probity application is currently being assessed by the
Central Baok of {reland/European Central Bank, a decision is expected on this application during Q1 2020.
The current Audit Committes set up has heen provided with external advisory support.

Risk Commitiec

The primary function of the Risk Coumiteee js to assist the Board to fulfil its oversight responsibilities by
advising the Board on the current risk exposures of the Company and future risk strategy and overseeing the risk
management function of the Company. The Risk Committee does 5o by:

- developing and maintaining a risk management system within the Company that is effective and
proporfionate to the nature, seale and complexity of the risks inherent in the Company’s business;

- ensuring that risks within the Company are managed and controlled appropriately; and

- ensuring that strategy is informed by and aligned with the Company’s risk appetite.

The Risk Committee currently comprises of one Independent non-executive Director and a Group Direcior.

Remuneration policy

The Board has approved the Group HR Policy Framework to ensure that ail employees are remunerated fairly and
to align the business objectives of each Groop Company with specific and measurable individual objectives and
goals, the business strategy, objectives, and long-term interests of UniCredit Banking Group. This Policy is also

81
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structured so as to minimise actual or potential conflicts of interest and is consistent with and promotes sound and
effective risk management. This policy was last approved by the Board of Directors on 30 October 2019,

Sharcholders
The Company is controlled by the sole sharcholder, UniCredit 8.p.A.

Board of Directars

The current Board of Directors of UniCredit Bank Irefand p.).c. is comprised of 6 members, 1 Executive Director,
3 Group Directors and 2 Independent non-executive Directors. There is one additional Independent non-executive
Director 1o be appointed, the appointment is currently being considered by the Central Bank of Ireland/European
Central Bank, The composition of the Board is reviewed at least once every three years, The Board establishes its
gualitative and quantitative composition deemed most suitable for achieving the correct performance of the
functions assigned to i,

Significant transactions

- InJanuary 2019 the Bank sold €25 million of Italian sovereign bonds. The sales were performed to
capture sustained spread tightening and generated a profit of ca. €0.9 million. The Bank purchased an
amount of €250 million [talian soverelgn bonds in January 2019;

- In February 2019 the Bank sold a total amount of €500 millian of Spanish sovereign bonds realizing a
profit of ca, €5.8 million and purchased an amount of €100 million of Italian sovercign bonds;

In April 2019 the Bank sold €541 million of Italian sovereign bonds. The sales were performed to capture
sustained spread tightening and generated a profit of ca. €2.4 million;

- The Bank purchased an amount of €400 million Italian sovergign bonds in May 2019,

- InJune 2019 the Bank sold €195 million of Spanish sovereign bonds, The sales were performed to
capture sustained spread tightening and generated a profit of ca. €1.7 million;

- In July 2019 the Bank sold €100 million of Italian sovereign bonds. The sales were performed to capture
sustained spread tightening and generated a profit of ca. €0.5 miliion;

- In September 2019, 3 €250 million intercompany subordinated security was called on the first call date at
par in hine with the Bank's expectations;

- In October 2019 the Bank purchased €695 million of Spanish sovereign bonds and €191 million of Italian
sovereign bonds,

- During December 2019 the Bank early terminated €1 .9 billion of intercompany securities borrowing and
funding transactions realizing a loss of ca. €2.6 million. These transactions were previously entered into
during 2018 for Net Stable Funding Ratio ("NSFR’) purposes, As an intercompany deposit of €0.8 billion
entered inte during the fourth quarter of 2019 enswred compliance with the NSFR, these transactions were
no longer required.

- Also in December 2019, intergroup assets of ca. €1.3 billion matured and the Bank repaid an
intercompany subordinated deposit of ca. €383 million (an intergroup subordinated bond of ca. €20
mitlion beld by the Bank and linked to this deposit was also reimbursed during the month). As a result of
these maturities, overall funding levels decreased by ca. €2.4 hillion Year on Year, with a large recuction
in intragroup funding.
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Directors® and Secretary’s shareholdings and their interests

At | January 2019 -0 At 31 December 2019 -
| Directors: ] UniCredit 5.p.A. Ordinary Shares | | UniCredit %.p.A. Ordinary Shares
M. Sinagra 265 865
A, Marchetti 1,335 1,335
(. Laltineur B, 270 15,729

Directors not listed above had nil UniCredit 5 p.A. Ordinary Shares shareholdings during the year.
All Drirectors had nil UniCredit 8.p.A. Ordinary Shares options during the year.

Post balance sheet events
There have been no post balance sheet events that requive disclosure in the financial statements. Refer to Part I:
Other Explanatory Notes Section 3 Subsequent Events for details.

Compliance Statement
We, the [Mrectors of UniCredit Bank Irefand ple (the “Company™) hereby say and affirm:

The Directors of the Company acknowledge that they are responsible for securing the Comparty’s compliance
with its refevant obligations (as defined in the Companies Act 2014 (the “2014 Act™) and, as required by Section
225 of the 2014 Act, the Directors confirm that:

a compliance policy statement setting out the Company's policies with regard to complying with the
relevant obligstions under the 2014 Act has been prepared;
arrangements and steuctures have been put in place that they consider sufficient to secure material

comphance with the Company’s relevant obligations; and
a review of the arrangements and structures has been conducted during the financial year to which this

Directors’ report relates.

Statement of Relevant Audit information per section 330 of the Companies Act 2014

50 far as the Divectors are aware there is no relevant audit information of which independent auditors are
unaware and

The Directors have taken all the steps they ought to have taken as directors to make themselves aware of
any relevant information and to establish that the Company's statutory auditors are aware of that
information.

10| ¢
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Statement of Dircctors’ Responsibilities

The Directors’ are responsible for preparing the Chairman’s report, Directors’ report and the financial statements
in accardance with the Companies Act 2014 and the applicable regulations.

lrish company law requires the Directors Lo prepare financial statements for each financial year. Under the law,
the Directors have elected to prepare the financial statements in accordance with Internationat Financial
Reporting Standards as adopted by the European Unian (“refevant financial reporting (ramework™). Under
company law, the Direclors must not approve the financial staternents unless they are satisfied that they give a
true and fair view of the assets, liabilities and financial position of the company as at the financial year end date
and of the profit ar lass of the Company for the financial vear and otherwise comply with the Companies Act
2014,

In preparing the financtal statements, the Directors are required to:

- seleet suitabie accounting policies for the Company financial statements and then apply them
consistently;

- make judgments and estimates that are reasonable and prudent;

- state whether the financial statements have been prepared in accordance with the applicable accounting
standards, identify those standards, and note the effect and the reasons for any material departure from
those standards; and

- prepare the financial statetnents on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for ensuring that the Company keeps or causes to be kept adequate accounting
records which correctly explain and record the transactions of the Company, enable at any time the assets,
liabilities, financial position and profit or loss of the Company to be determined with reasonable accuracy, enable
them to ensure that the financial statements and Directors’ report comply with the Companies Act 2014 and
enable the financial statements o be audited.

They are atso responsible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregutarities. The Directors are responsible for the maintenance
and integrity of the corporate and financial information included on the Company’s website.

Responsibility statement in accordance with the Transparency Regulations:

The Directors whose names and functions are listed on page 2 confirm that to the best of each [irector’s
knowledge and belief:

they have complied with the above requirements in preparing the financial statements;

- the financial statements, prepared in accordance with IFRS, az adopred by the Eutopean Union, give a
true and fair view of the assets, liabilities, financial position of the Cormpany and the profit of the
Company for the financial vear ended 31 December 2019; and

- the Director’s Report includes a fair review of the development and performance of the business and the
position of the Company, together with a description of the principal risks and uncertainties faced by the
Company.

12| Ffage
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On behalf of the Board

“A Williams ' A. Napoli
Chairman Director
3 February 2020 3 February 2020
- - o - S prziitn .
e T . e ¥
jaen (o Peme
M. Sinagea ;f T. Doyle,” ‘\
Managing Director Director
3 Februery 2020 3 February 2020
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In our opinion the financial statements:
« give a true and fair view of the agsets, liabilittes and financial position of the company as at 31 Decernber
2019 and of the profit for the financial year then ended; and
s« have been properly prepared in accordance with the relevant financlal reporting framework and, In
particular, with the requirements of the Companies Act 2014,

The financial staternents we have audiled comprisa:

the Profit and Loss Account;

the Statement of Comprehenslve Income;

the Balance Sheet;

the Statement of Changes in Equlity;

the Cash Flow Statement; and

the related notes AL to 15, including a summary of significant accounting policies as set out In note Al,

* % & ¥ a4 8

The relevant financisl reporting frarmework that has been applied in thelr preparation is the Companies Act 2014 and
Internatlonal Financial Reporting Standards (IFRS) as adopted by the European Union (“the relevant financial
reporting framework™).

i

i T apirios
We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs {Ireland)) and

applicable law. Qur responsibilities under those standards are described below In the "Auditor's responsibifities for
the audit of the financlal statements” sectlon of our report.

We are |ndependent of the campany in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Ireland, including the Ethical Standard issued by the Irish Auditing and Accounting
supervisory Authority (TAASA), as applied to public interest entitles, and we have fulfliited cur other ethical
responsibillties In accordance with these requirements.

We belleve that the audit evidence we have obtalned Is sufficient and appropriate to provide a basis far our apinlon,

Coanahsiens

We have nothing to repart in respect of the following matters In relation to which ISAs (Ireland} require us to report
to you where:

+ the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or

+ the directors have not disclosed in the financial statements any identified material uncertaintles that may
cast significant doubt about the company’s ability to continue to adopt the guing ¢oncern basis of
aceounting for a period of at teast twetve months from the date when the financial statements are
authorised for issue,

14| 72
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Key audit matters arg those matters that m our professmnal ]udgment wers c:f most sigmﬂcance in

our audit of the financlal statements of the current financial year and include the most significant assessed risks of
raterial misstaterment (whether or nat due to fraud) we identified, including those which had the greatest effect on:
the overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagemant team,
These matters were addressed in the context of our audit of the financlal statements as a whale, and in forming our
opinion thereon, and we do not provide a separate opinien on these matters.

e
e

! Key m;dft rrmtf:er As: at 3‘1 December 20

the prows 3} f:)r :rnpalrment on Flnanclal Assets at )

; | description Amortised Cest o €1,7 millton and on Financial Assets at Fair Valug Through i
L, Othet Comprehensive income is €0.6 million, This reprezents the estimation of |
i E . i :} expected losses at the year-end, 1

The determination of appropriate provisions for Impalrment is a key audit
rmatter as it requires managemeant judgement, is subject to estimation
uncertainty and relies an available data, and has been tdentified as a
sighificant risk of material misstatement.

There is a risk that the provision for iImpatrment of financial assets does pot
i represent a complete and accurate estimate of expected losses and that the
i carrying value of these iterms s misstated, This tncludes the risk that the ECL
; moded iz not compfiant with the requirements of IFRS @ and the rick that data
Is not complete and accurata,

FYhe accounting policy and key sources af estimation uncettalnty in relation to
financial asset impairment provisions are disclosed in Note Al to the financial
statements on pages 32 and 33. Refer also ta note E in the financial i
statements !

How the scope of  We undertook an assessment of, and challenged the company’s pravigiantng

\ our audit methodology and compared it with the requirements of IFRS 9.

' responded to the :

: key audit matter We evaluated the design & implementation and tested the operating i
effectivenass of the company’s controls arcund credit management, data ;

inputs to loan loss provisioning, ECL rmodel an provision assessment.

i We pssessed management’s assumptions in refation ‘slgnificant increase in
credit risk’ and the allocation of loans to the three stages. We tested lans to
challange that they have been included in the corract stage In accordance with
the companys methodology and IFRS 9.

We reviewed the output of the ECL model and provison assessment.

We reviewed the IFRS 7 disclosures for comphancea,

As a result of our work we considerad the impairment provigiot to be in a
reasonable range.

j Key audit

- matter Al to the financial statements.
- description
5 Revenue recognition relating to significant trading transactions impacting profit In
the current year is a key audit rmatter, This is due to the materiality of such
transactions and the fact that they may have compiex structures and contractual
arrangements or may Involve other Group entities a counterparties, and has been
identified as a slonificant risk of material misstatement.

Thare is 3 risk that revenye recognised on these transactions has not been
accurately recognised in accordance with the company’s accounting policy or 1FRS.

Amnual Report & Financial Statements Financizl Year Lnded 31 December 2019



‘Howthe  We assessed the reverue recagnition policy applied by the company for compliance
scope of our with IFRS. i
audit :

respanded to  We evaliiated the design & implementation and tested the operating effectiveness
the key audit  of controls around trade Input, and the calculation of gains and losses; and general
| matter IT controls relating to the systems that calculate the gaing and losses and interest
income, We also evaluated the flnancial reporting and risk management contrals
around transaction approval and review.

We obtained an understanding of the nature and rationale for significant tradirg
transactions. We independently tested the accounting entrles to underlying ;
contractual arrangements and verified settlement as appropriate. We reviewed the |
pricing and contractual terms of transactions invelving other Group entitles as :
counterparties and ensured that the revenue recognlsed Is consistent with the

. £ompany’s accounting policy and IFRS.

Our aydit procadures relating to these matters were desioned In the context of our audit of the financial statements
a5 a whole, and not to express an opinion on individual accounts or disclosures, Qur apinjon on the financial
staternents is not modified with respect ta any of the risks described above, and we do not express an apinion an
these individual matters.

Ohuhy e iontien of eehbeeinbly

We define materlzlity as the magnitude of misstatement that makes It probable that the economic decisions of a
reasonably knowledgeable person, retying on the financial statements, wouwld be changed or influenced. We use
rnateriality both In planning the scope of pur audit work and in evaluating the results of our work.

We determined materiality for the company to be €5 million, We have congldered both expected pre-tax profit and
shareholders egquity as benchmarks for detersnining materiality in arrlving at the matertality figure. We have
considered the expected pre-tax profit and shareholders equity to be the critical components for determining
materiality because bacause the kay driver of performance s expected pre-tax proflt and that economic decisions of
a reasonably knowledgeable person would be changed or influenced by a change in profitahility and shareholder’s
equity Is placed under scrutiny by local regulators and the parent entity and is therefare a key financial mefric
regularly assessed by Management and Shareholders. We have considered guantitative and gualitative factors such
as understanding the entity and its epnvironment, history of mistatetements and complexity of the company's
operations.

We agreed with the Audit Committee that we would report to thern any audit differences in excess of €250,000, as
well as differences betow that threshaold which, in our view, warranted reporting on quaiitative grounds, We also
report to the Addit Committes on disclosure matters that we identifled when assessing the overall presentation of
the financial statements.

AT e iy it

Gur audit was scoped by obtalning an understandtng of the company and its environment, including the controls
within the company, and assessing the risks of material misstatement ratated to the flnancial statements of the
company. Bazed on that understanding the majority of the work was completed in UniCredit Bank Ireland plc with
some support relating to intercompany balance, IFRS 9 and genearal IT controls from the audit team of the ultimate
pareat,

We focused our audit scope, and the extent of our testing, based on our assessment of the risks of material
misstatement and of the materiality determined. The risks of material misstatement that had the dreatest effect on
our audit are tdentified as key audit matters in the “Key Audit Matters” section of our report,

Dby dnloe et

The directors are responsibie for the other Informatlon. The other information comprises the information included in
the Annual Repart, other than the financial statements and cur auditor's report thereon, Qur opirien on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report,
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financhal statements, our responsibility Is to read the other informaticn and, in
doing so, consider whether the other information is materially incansistent with the finangial statements or our
knowledge obtainad in the audit or otherwise appears to be matertally misstated. If we identify such material
inconsistencles or apparent materlal misstatements, we are required to determine whether there is & material
misstatement in the financial statements or & material rmisstaterment of the other information. If, based on the work
we have performed, we conclude that there |s a materlal misstatement of this other information, we are requirgd to
report that fact.

16| ¥ w
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We have nothing to report n this regard,

Hi

As explained more fully In the Statement of Directors’ Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view and otherwise
comply with the Companles Act 2014, and for such internal control as the directors determing 15 necessary to enable
the preparation of financial statements that are free frarn rmaterial misstatement, whether due to fraud or error,

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue
as a gaing concern, disclosing, as applicable, matters related Yo golng concern and using the golng concern basis of
accounting unless the directors elther Intend to liguidate the company or to cease operations, or have no reallstic
alternative but to do so.

Aaadieorts posmaraibities Yor 1 el s A Ly

Our abjectives are to obtain reassnable assurance about whether the financial staterments as a whale are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance s 8 high fevel of assurance, but is not a guarantee that an audit conducted in accordance with
I5As (Iretand) will always detect a material misstatement when it exists. Misstatements can arise from fraud or ersor
and are considerad material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisians of users taken on the basis of these flnancial statements.

As part of an audlt in accordance with E5As (freland), we exercise professional judgment and maintaln professional
scepticlsm throughout the audit. We also;

+ Identify and assess the risks of material misstatement of the financial staterents, whether due to fraud or
arvor, destan and perform audit procedures respansive to those risks, and obtain audit evidence that is sufficient
and approprlate to provide a basis for our opinien. The risk of not detecting a materlal misstatement resuiting
from Fraud is higher than for one resuiting from error, as fraud may involve colluston, forgery, intentignal
omissioens, misrepresentations, or the override of internal control,

«  Obtaln an understanding of Internal control retevant to the audit in order to desinn audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
toimpany's internal control.

«  Evaluate the apprapristensss of accounting polictes used and the reasconableness of accounting estimates and
related disclosures made by the directors.

+ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the gudit evidance obtained, whether a material yncertainty exists related to events or conditions thal may cast
gighificant doubt on the company’s ability to continue as a going concern, If we conciude that a materlal
uncerkainty exists, we are reguired to deaw attention in our auditor's report to the related disclosures in the
financlal staterments or, if sueh disclosures are inadequate, to modify our opinion. Qur conclusions are hased on
the audit evidence obtainad up to the date of the avditar’s report, Mowever, future events or conditions rmay
calse the antity (or where relevant, the group) to cease to continue as a going concers.

«  Evaluate the overall presentation, structure and content of the financial statements, including the disclesures,
and whether the financial statements represent the underlying transactions and events in @ manner that
achieves fair presentation,

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audlt and signiftcant audit findlngs, including any significant deficiencies in tnternal contrel that the
auditor identifies during the audit.

For Hsted entitles and publlc Interest entities, the avditor also provides those charged with governance with a
statemnent that the suditor has cormplied with refevant ethical requirements regarding independence, including the
Ethlcal Standard for Auditors (Ereland) 2016, and communicates with therm all relationships and other matters that
may reasonably be thought to bear on the auditor's independence, and where applicable, related safeguards,

where the auditor is required to report on key audit matters, from the matters communicated with those charged
with governance, the auditor determines those matters that were of maost significance in the sudit of the financial
starements of the current period and are therefore the key audit matters, The auditor describes these matters in the
avditar's report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
cireumstances, the auditor determines that a matter should not be communicated in the auditor's report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication,
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This report is made sofely to the company’s members, as a body, in sccordancs with Section 391 of the Companies
Act 2014, Qur audit work has been undertaken so that we might state to the company’s members those matters we
are reguired to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law,
we da not accept or assume respansibliity to anyane other than the company and the company's members as a
hody, for our gudit wark, far this report, or for the opinlons we have formed.

By o miney deged sng regulatory regoirersants
B ¥ ]

Chisbpdomey oy eUbeme il oy Fiaknd Sy the Damneniss A0R 2004

Based solaly on the work undertaken in the course of the audit, we repart that!

»  We have ohtained all the Informatlon and explanations which we considar necessary for the purposes of cur audit,

+ In our opinion the accounting records of the company were sufficlent to permit the financlai statements to be
readily and properly audited,

+ The financlal statements are in agreement with the accounting records,

« In our opinien the information given in the dirgetors’ report is consistent with the financial statements and the
directors’ report has been prepared In accordance with the Companies Act 2014,

e Goedrndnon Bt arend

We report, in relation to information given in the Corporate Goverpance Statement on pages 7 to 9 that, in our opinion,
based on the work undertaken during the course of the audit, the Information glven in the Corporate Governgnce
Statement pursuant to subsectiens 2(c) and (d) of section 1373 Companies Act 2014 is consistant with the company's
statutory financial statements in respect of the financial year concerned and such information has been préepared in
accordance with the Companies Act 2014,

Based on our knowledge and understanding of the cormpany and its environment obtained in the course of the audit,
we have not identified any material misstatements In this information.

IR Gy vy

tased on the knowledge and understanding of the company and its environmeant obtained in the course of the audit,
we have not identified material misstaternents v the directors' report,

We have nothing to report in respect of the provisions in the Companles Act 2014 which require us to report to you
if, In our opinion, the digelasures of directors’ remuneration and transactions specified by law are not made.

Obheer rraid

Felowing the recommendation of the Audit Committee, we were appointed by UniCredit Bank Treland ple Board of
Directors on 6 March 2013 ko audit the financial statements for the financial year 2013, The period of total
uninterrupted engagement including previous renewals and reappointments of the firm is 7 years, covering the years
ending 31 December 2013 to 31 December 2019,

The not-audit services probibited by IAASA's Ethicat Standard were not provided and we remalngd independent of
the company in conducting the audHh.

Cur audit opinion (s consistent with the additional report to the audit committeg we are requlred to provide in
accordance with [SA (Treland) 260,

Niamh Geraghty

Far and on behalf of Deloitte Ireland LLP

Chartered Accountants and Statutory Audit Firm
Dafoitte & Touche House, Earlsfort Terrace, Dublin 2
Date:
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Balance Sheet as ac 31 December 2019 and 31 December 2018

AMOUNTS AS AT

M Decemdber 2019

31 Docember 2018

Halunce sheet « Asspts € €040

20 Fmancri assets ab far value through she profit and loss;

a) fimnerl migets held for wrading 1,808 2,200

o) finanwind asqets mandatorily at fasr value 214,739 48,343
30 Financial assets at fair valus through other compchensive income 5,994,152 §,147.196
40 Firwateint assets a8 wnertised cost:

a) lnans and receivables with baks 3,825 877 4,320,239

by Ioans and receivables with customess 3,435 507 1,713,211
50 Hedging derivatives 31,824 a4
0 Changes in fair vatie of portfolio hedped items (/<) 331,274 303,788
80 Property, plant and equipment 2,199 126
20 Intangible assels B2l 1,443
1040 T awsety

i) GUPFCNT 1A avsels 722 693

b deferred tux asscts u 158
1200 Citlier assets 641 621

Tatal Aseots 12,339,215 14,804,451

AMOUNTE AR AT

31 Decetsber 2009

31 December 2058

Balance sheot « Liabilities £'000 €' 00
10 Finaneial liabilitics at amortised cost:
) depotits from banks 3,518,533 5.942.460
by deposiis from costamersy 3,525,107 3430, 799
¢} delt securities in issue 1,943,191 2,148,820
&) oiher financial linbilitics 2423 -
20 Fnancial Jintilitics held for trading 5,002 1,318
4 Hedgmy derivalives 684,626 753973
A0 Chiuiges i faic valoe of portfalio hedped ftema (+/-} 2,043 23,233
G0 Tux linbilities
a) current tax liabilitics - -
b) deferred tax liabilities 8,610 -
RO {Hiwer Dialnlitiey 4351 2. 743
‘Tatal Linhilities 19,140k 13 [2,503,448

3¢ December 2019

31 December 218

Hulunce shint ~ Sharehililen® equity €000 £7{HHK)
110 Revaloation reserves througl the OC) 57,327 {HLO51)
140 Reserves

&) Copital contyibution 753.41% 783419

by Chidier Teserves 45 802 45,802

2) Profit and toss ncgound « at start of year Lo8.7EHT 148,525

4) Distributiom of reserve / Divideme paid (41,500} {23,300)

180 Net profit for the finmscial year 13,228 43,691
1640 [ssned capitil 1,343,119 1,343,119
Total Sharehgiders Bquity 2,350,109 2,301,003
Total Habilitics and sharvehoiders’ equity 11,359,215 14,804,451

The notes on pages 27 to 92 form past of these financial statements. All results are from continuing activities,
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On behalf of the Board . i
wii b oA o,
' R e e
DG Na LED
T Williams o A. Napoli
Chairman Birector
3 February 2020

3 February 2020

N (o5 g %ﬁTa— .........
M. Sinag{ra )s"lj'r T. Doyle”
’ Director
3 February 2024

Managiong Director &
3 February 2020
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hicome Statement -
Financial Yeor fnded 31 December 2019 and 31 December 204 8 respectively

31 Decenther 2019

31 December 2018

Hems — Part O €000 €100
10 Inferest income and gimilae reventis 215 640 7070
of which: miterest income caloulared with the effective inrerest methpd {123,843) (171530
20 Interest expense and similar charges (224,736) {320 947
of which: interest expense calculated with the effective fterest method 745 7,019
30 Net Interest Income 50,910 64,083
A0 Fee and commesion expense (9,060) (5,736}
B0 Net fees and commissions {9,060) (5,786}
80 Chving and (Losses) on (nancial assats and labitities held Cor trading (.15 13,242
90 Fair Yalue adjustments in hedge aceounting {429 (2,022
108 Guins/{losses) on disposai of:
) finane ial assets at wnortised cost 933 213
br) fianesals assets a0 fain vislue throwgh other comprebensive ncome 16355 15.512
¢) finoneial Bobelities oF arnortised cost (2,568) (747}
110 (ains/(logses} on:
a} financial pssets/diohilities designated at fair value thzough profit or losg - B
b) financial assets mandstorily ot fair value 327 [23,262)
12} Toial operuting income 49,343 63,664
130 Nt recoveries/(losses ) on credit impairment refating
a) financial 253018t anortsed cost 2344 1,653
Iy tinaneial assets a: fair value through other comprehensive income 6R9 (821)
150 Net prodit from financlal activities 52,370 64,498
160 Ademinisirative custs
a) Stafl expenyas {4,163} (3,955}
B) Other adminiztrative expeises {10, 306) (9.716}
180 Depreciation on property, plant and equipment (422) (93}
190 Amaortisation of miangible assets (837) (1,675
200 CHbgr vperating mcome 224 341
210 Operating costs {15,504) (14,498}
260 Prafit before tax from continuing operations 36,872 SLO00
270 Tax expense related to profit from continging opetations {d,647) 16,308)
300 Prafit for the fiancial period (sl atiribwialite to sharcholders 32,2345 43,6%%

Statement of Other Comprebensive Income
Finaneial Yerr Bnded 31 December 2019 and 31 December 2018 respectively

3 December 2049

31 December 2018

€600 008
I Prufit for the financial year 32,225 43,692
her comprehensive income after tax
I40 Financial assets ot fair valae through Other Comprehensive Incame
« Net ¢ hange i Tuir vahie 47,381 {:42,300)
L70 Total of other comprebensive income after tax 67,381 {142, 3000y
186 Totst comprehensive income aftey tax 99,406 {98,608)

The notes on pages 27 1o 92 form part of these financial statements.

All results are from continuing activities.
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Cash Flow Statement (indirect method)
Financial Year Ended 31 December 2009 anad 31 December 2018

31 December 2019 31 December 2018

€300 €004
A. Operating Activitics
I. Operations 30,825 55378
~ prafil for the financial year 32,225 43,692
= faic value losses/A gains) on financial assetsAinbiities held Ffor trading and 798 13,020
on assets/imbitities designated a2 Yo value through profit and loss and
{ingncial assets mandatory at fair valoe
- capital (zains }losses on hedging operations (+/») 429 2,022
= net writg«backs duc tp mpoirment (+/-) (3,033 (832)
o e wrilesoffs on tangible and inlengibie assels (+/-) 1,259 1,168
- tax paid {+/=) (5.500) {7.000)
- Add back tax charge for the Financial year 4,647 6,308
2. Ligquidity generated/absorbed by Dinancial assets 2,497,422 2.758,350
« inancial assets held for trading (2,728} 11,628
« financiad assets mandatory ot fair value 18,921 {71,605)
= finane ial asscts at fair value through other comprehensiive income 2,153,733 1,907,343
- Inans and receivablos with banks 2,044,203 F.656,741
- loans and receivables with customers (),72F,452}) {4?127&)
= gther assets 4,736 {2°14,385)
3. Liguidity pencerated/nhsorbed by financial liabilitics {2,232,018) (144,282}
- deposits from hanks (2.123,927) 1,717,746
- depnsits from customers (103,630} (E627278)
« Mnancinl habilities held for trading 3,684 (5,7048)
« other Habilities (6.125) (249.042)
Net liquidity genernted/ahsorbed by operating activities 194,129 2,60%.446
B. Investment Activities
1. Net Liguidity by:
« purchises ol langible assets (513} (100)
= purchases of intangible assets (215} {224)
’Net liquidity genevited/nbsorbed by investment activities (728) {324}
. Financing Activities
« debt certificates weleding bonds (205,629 {3,107,581)
af whieh: related to non-cashflow changes J {1, 1403)
- lease fiabilities (A N
- distribution to Parent Company {41,300) (23,500
Net ligquidity generated/absorbed by financing activities {247,F71}) (3,135,083
Increase/Becrease in cash and cash equivalents 48,300 (461,961)
Cash and cash equivalents at 1 January 351,595 813,556
Cash flow 48,330 (461,961}
Cash and cash equivalents at 31 Decenther 329,928 351,595
KEY. (v} generated! (-) absorbed
25 | Pag e
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Cash Flow Statement (indirect method) (continued)
Financmd Year Euded 31 Degember 2009 and 31 December 2018

Reconcibiation of Cash and Cash Egquivalents 31 December 2019 31 December 2018
€000 €000
Cash and cash balances - -
Deposit and current ageounts with hanks 122,092 LEREX)
Deposits with customers 277,833 278,464
Cash and cask equivalents totat at 31 December 399,925 351,595
Included in operating activities are the following: 31 recember 2019 31 December 2018
€000 €¢00
Interest received 294,118 410,826
Interest paid 240,444 325,713

Changes in liabilities arising from finxncial activitics
Frnancial Year Buded 31 Brecember 2019

01 Janunnry 2019 Cuslt Flowa Non caale Mow 37 Docougher 2004

Reconcilintion of Hquidity generated/ubyorbed by finuncing nctivitics clinnges
€000 €400 £ 000 €004

Foehr ceritficietes inclvdmg hands? 218,820 {206,150} 331 1,943,191
af wdich; friniey 205,773
of Wl pryvmiind (2,2%1,322)
Leare linhsines 1423 - -
Distribulion to Farent Company - (41,500} . -
Ligquidity geaerated/nhsorbed by Ganchrg actlvitloy {247,692} 521 (247,071

“referio Fart Bi Faluner Sheed Naies - Liahiliticy Ilom 100 - Boht agcuriticg fnjziue Tee (e Brcakdown of thic item.

Y mavements i hedpy acenutting velated re financime activites 23,333 - (A4, 270 &, 063

Changes in liabititiey arising from financial activities
Finant ! Yoar Erded 31 Degamber 2018

01 Jinuary 2014 Cash Flowsg Wan eash fiow ¥ December 201K

Revoncibiation of Fguidity generated/abrorhed by fipastctng aetivities chargss
E'iDR £ 104 [0 €000

Dokt cerifuates tcinding honds* 5.256,403 (3,108 4455) (1 lam 2, L8, 820
al which: ismarce ZIN8 6724
of which: payment [EX ALY
THetribution 10 Parent Qo pany B (23,500) " -
Liguidity generated/ubsorhed by finuncing sctivities {3.124,243) {1,1400) (3,131,083)

# refer to Post B: Rubunce %leel Nates « Eiabitlities Hem 190 . frebt securirles in ivsue forthe breakdown of this item.

* avements Jn hedae acenrnnng relared e financime aciiviies 43,015 - AR 23,403
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Explanatory Notes

Part A.1: Accounting Policies
Section 1 - Statement of Compliance

The financial statements have been prepared in accordance with the IFRS issued by the International
Accounting Standards Board {IASB}, including the interpretation documents fssued by the S1C and the IFRIC as
adopted by the EU and applicable at 31 December 2019,

The same accounting policies and methods of computation have been followed it these financial statements as
were followed in the 2018 amiual report with the exception of the adaoption of IFRS 16 as discussed below;

Effective starting from | Janvary 2019 IFRS 16 modifies the current set of international accounting
principles and interpretations on leases and, in particudar, IAS 17, IFRS 16 introduces a new definition for
teases and confirms the current distinction between two types of leases {operating and finance) with
reference to the accounting treatment 1o be applied by the lessor;

- With reference to the accounting treatment to be applied by the lessee, the new accounting standard sets,
for all the leasing typologies, the recognition as an assct, representing the right-of-use of the underlying
asset and, at the same time, a liability for the future payments requested by the lease contract;

- With referenice to the accounting treatment to be applied by the lessee, at the initial recognition such asset
ts measvred on the basis of the present value of the tease contract future cash flows. Alter the initial
recognition the right-of-use will be measured on the basis of the rules set for the assets by 1AS 16, 1A5 38
or by LAS 40 and therefore applying the cost model, less any accumulated depreciation and any
aceumnulated impairment losses, The Company has not capitalised short term leases, lower than 12
months, and low value assets leases as allowed by IFRS 16;

- The compaty has applied IFRS 16 retrospectively, The Company decided not to restate comparatives and
chose, for First Time Adoption purposes, to put the value of right of use asset equal to the lease Hability,
there was no impact to the opening balance of retained earnings;

- The adoption of TFRE 16 as at | January 2019 resulted in the recognition of & right-ofiuse asset linked to
the lease contract of the “La Touche House™ oftice space of €2.8 million and the connected lease lability;

- The €2.8 million right-of-use asset was caleulated by discounting the cash flows of the futire rental
payments, For discounting an Incremental Borrowing Rate of 1.6% determined on the basis of Group
secured funding rates, was used;

- The financial impact on the income stalernent arising from the adoption of [FRS 16 is considered
irmtmaterial;

The financial statements cotnply with applicable requirements of Irish Statte comprising the Companies Act
2014, The financial statements also comply with the European Linion (Credit Institutions: Financial Staternents)
Regulations 2015 (5.1. No. 266 of 201 35).

The financial statetnents continue to be prepared on a going concern basis, as the Directors are satisfied that the

Company as a whole has the resources to continue in business for the foreseeable future. Refer to the Directors
Report for details.

In 2019 the following standards, amendments or interpretations came into force:

- Amendments to [AS 28 Long-term Interests in Associates and Joint Ventures (Reg. UE 2019/402),
Amendments to 1AS 19; Plan Amendment, Curtailment or Settlement (Reg. UE 2019/402),
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- Annoal improvements to IFRS Standards 2015-2017 Cycle (Rep. UE 2019/413);
- IFRIC 23 Uncertainty over Income Tax Treatments (Reg, UE 2018/1595);
- Amendments to IFES 9. Prepayment Features with Negative Compensation {EU Regulation 2018/498),

The Directors have congidered all other standards and pronouncements newly effective for the tinancial pertod
ended 31 December 2819 and have concluded that they have no malerial impact on the financial statements.

Standards issued but not yet effective

As of 31 December 2019 the European Comimission endorsed the following accounting principles that will be
applicable for reporting periods beginning on or after 1 January 2020

« Amendments to References to the Conceptual Framework in IFRS Standards (March 2018);

As of 31 December 2019 the IASB issued the following standards, amendments, interpretations or revisions,
whose application is subject to completion of the endorsement process by the competent bodies of the European
Commission, whicl is still ongoing:

- [FRE 17 nsurance Contracts (May 2017);

- Amendmetts 1o 1IFRS 3; Definition of a Business {October 201 8);

- Amendments to LAS | amad 1AS 8: Definition of Material (Qctober 2018);

- Amendments 1o IFRS 9, 1AS 39 and (FRS 7 Interest Rate Benchmark Reform (September 2019).

The likely impacts of the initial application of the above listed standards, which are subjeet to completion of the
endorsernent, are still being considered by managerment at this point.

Section 2 - General Basls of Preparation

The preparation of financial staterments requires management ta make judgments, estimates and assumptions that
affect the application of policies and reparted amounts of certain assets, liabilities, revenues and expenses, and
disclosures of contingent assets and liabilities. The estimates and assumptions are based on historical experience
and various other factors that are belicved to be reasonable under the circumstances, Since management’s
judgement invalves making estimates concerning the likelihood of future events, the actual results could differ
front those estimates. The judgements and estimates that could have a significant effeet o the finencial
statermonts and estimates with a significant risk of material adjustrnent in the next financial vear are in the areas of
impairment of financial assets, and the fair value of certain financial assets and financial liabilities. Refer to
accounting estimates and ey judgements paragraphs that follow on pages 35 = 37 for more details.

The financial statements comprise of the Balance Sheet, the Income Statement, the Statement of Other
Comprehensive Income, the Statement of Changes in Shareholders’ Equity, the Cash Flow Statement and the
Motes to the financial statements,

Foreign Currency Transiation

Functional and presentational currency

The Company’s financial statements are presented in Euro, which is the functional currency of the Company’s
operations, rounded to the nearest thousand.
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Transactions and balances

Monetary assets and liabilities denominated in forgign currencies are translated into Euro at the rates of exchange
ruling at the Baiance Sheet date. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at financial year—end exchange rates of monetary assets and liabilities
denominated in foreipn currencies are recognised in the income statement. Transactions in foreign currencies are
translated at the exchange rate as at the date of the {ransaction.

Translation differences on non-monetary iters, such as securities held at fair value through profit and loss and
fair vatue through other comprehensive income, are reported as part of the fair value gain or foss, Translation
differences on the amortised cost balances of securities classified as financial assets at Tair value through other
comprehensive income and financial asset mandatorily at fair value are included in the income statement. Other
translation differenices arising on securities classified financial assets at fair value through other comprehensive
income are included in other comprehensive income,

Interest Income and Expense

Interest income and expenses and similar income and expense items relate to financial assets and liabilities, 1.e. (1)
financial assets and liabilities held for trading, (ii) financial assels mandatorily at fair value, (iif) financials assets
at fair value through other comprehensive income, (iv) financial assets and liabilities at amortised cost such as
loang and receivables with Banks abd Customers, deposits from Banks and Customers, and securities i issue,

Interest also includes the net credit or debit balance of differentials and margins on financial derivatives {i.e.
hedging interest-bearing assets and labilities).

Interest income and expense are recognised through profit or loss with respect to alt instruments measured al
amortised cost, using the effective interest method,

The effective interest method is a method of caleulating the amaortised cost of a financial asset or a financial
Hability and of allocating the interest income or interest expense over the relevant instrument's expected life, The
effective interest rate is the rate that exactly discounls estimated future cash payments or receipts through the
expected life of the financial asset or financial liability to the gross carrying amount of the financial asset or to the
amnortised cost of a financial liabitity. The application of the method has the effiect of recognising income (and
expense) receivable (or payable) on the instrument evenly in proportion Lo the ainount outstanding over the period
to maturity or repayment.

When calculating the effective interest rate, the Company estimates cash flows considering all contractual terms
of the financial instrument but does not consider future credit losses, The calculation includes all fees, including
those for estimated carly redemptions, directly attributable transaction costs and alf other premiums or disecounts.

Interest income recognised due to the application of the method relating o financials assets at fair value through
other comprehensive income and inancial assets at amortised cost such as loans and receivables with Banks and
Customers, arg separately disclosed,

Fee and Commission Income (including Other Qperating Income) and Expense
Fees and Commissions [neome and Expense are generally recognised on an accruals basis when the service has
been provided, unless it is appropriate to include them in the effective interest tate caleulation.

Commitment fees, together with related costs, for loan facilities where drawdown is probable are deferred and
recoghised as an adjustment to the effective interest on the loan once drawn. Commitment fees in relation to

fucilities where drawedown is not probable are recognised on a straight {ine basis over the term of the commitment.
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Other operating income is accounted for in the income staternent as the Company satisfies the performance
obligation embedded in the contract, in accordance with to “1FRS 13 Revenue from Contracts with Customers”
rules,

In particular.

- ifthe performance obligation is satisfied at a specific moment (“point in time™), the related revenue is
recognized in the income statement when the service is provided,

= if the performance gbligation is satisfied over-time, the related revenue is recognized in the incorne
staterment in order to reflect the progress of satisfaction of such obligation.

Financial Assets

This classification is based on the business model and characteristics of the contractual cash flows. The analysis
of the business model is conducted by assessing the individoal assets of the Company and by allocating a specific
business model to each of them.

[ this regard, the assets that make up the Company’s portfolio have been assigned "held-to-collect” or "held-to-
collect and sell” business models according to holding intentions and expecied wrnover of the financial
instruments. The derivatives in the Company’s portfolio that are trading in nature have been assigned an "other"
bustness model in order to reflect trading intentions.

For the purposes of classifving financial instruments in the categories required hy IFRS 9, the business model
analysis must be complemented by an analysis of contractual flows ("SPPI Test"). The "SPPI Test” examines
whether the financial instruments are ‘Solely payments of principal and interest on the principal amount
outstanding’ or not,

In this regard, the Cornpany has developed processes that also leverage Group expertise and syslems atmed at
analysing the portfelio of securities and loans in order to 2ssess whether the features of their contractual cash
flows allows their measurement at amortized cost (“held to collect™ portfolio) or at fair value through
comprehensive income (“held to colleet and sell” portfolio™).

The analysis in question was carried out contract by contract locally analysing the contract features with respect
to IFES 9 requirements, and/or by using external data providers.

In application of the aforementioned rules, the Company's financial assets have been classified as follows:

= Asset item 20 a) Financtal assets held for trading;

< Asset item 20 ¢) Financial assets mandatorily at fair value;

»  Asset itern 30 Financial assets at fair value through Other Comprehensive income;
- Asset item 40 Financial assets at amortised cost,

Asset itemm 20 a) Financial assets held for trading
A financial asset is classified as held for trading if it is:

- acquired or incurred principally for the purpose of selling or repurchasing it in the short term;

- part of a porifolio of identified Ninancial instruments that are managed together and for which there is
evidence of a recent actual pattern: of short-term profit-taking;

«  aderivative contract not designated under hedge accounting, including derivatives with positive fair value
embedded in financial liabilities other than those valued at fair value with recognition of income effects
through profit or loss.

M| Page

Annual Report & Financial Statements Financial Year Ended M December 2019

E-MARKET
SDIR

CERTIFIED I



As with other financial instruments, on initial recognition, and at settlement date, a held-for-trading financial asset
is measured at its fair value, usually equal to the amount paid, excluding transaction costs and revenues, which are
recognized in profit and loss although directly attributable to the financial assets. Derivatives are recognized at
trade date.

Alter initial recognition these financial assets are measured at their fair value through profii or loss.
A derivative is a financial instrument or other contract that has all three of the following characteristics:

- its value changes in responsc Lo the change in a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable (usually called the *underlying') provided that in case of non-financial variable, this is not
specific of one of the parties to the contraat;

-~ it requires no initial net investment or an initial net investment that is smaller than would be required for
other types of contracts that would be expected to have a similar response to changes in market factors;

- itis settbed at & future date,

The Company has foreign exchange forwards and intetest rate swaps classified as financial assets held for trading
ag at 31 Decernber 2019 and also as ot 31 December 201 3.

Agset item 20 ¢} Financial assets mandatorily at fair value

A financinl asset is classified as a financial asset mandatorily at fair value if it does not meet the conditions, in
terms of business model or cash flow characteristics, for being measured at amortized cost or at fair value through
other comprehensive income,

Specifically, the following assets have been classified in this porifolio:

- debt instruments, securities and loans with cash flows that are not solely payment of principal and interest
and have therefore failed the SPPT test;

These aseets are accounted for as *Financial assets held for trading”

Aszet item 30 Financial assets at fair value through other comprehensive income (Debt instruments)
A financial asset js classified as at fair value through other comprehensive incorne if}

its business model i5 held to collect and sell;
- its cash flows are solely the payrment of principal and interest.

On initial recognition, and at settlement date, a financial asset is measured at fair value, which is vsually equal 1o
the consideration paid, plus transaction costs and revenues directly atiributable to the instrument.

Aftet initial recognition, the fnterest accrued on interest-bearing instriments is recorded in the income statement
accoreing to the amortized cost criterion. The gains and losses arising from changes in fair value are recognized
in the statement of other comprehensive incomne and shown under item (11, Revaluation reserves in shareholders'

equily.

These instruments arc under the impairment moded as illusteated in the following section. Expected credit losses
are recorded in the income statement with a contra-entry in the siatement of other comprehensive income and also
shown urder item 110, Revaluation reserves in shareholders' equity.
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In the event of disposal, the accumulated profits and losses are recorded in the income statement.

Asset item 40 Financial assets al amortised cost
A financial asset is ¢lassified within the financial assets measured at amortised cost it

- its business model i3 held to collect;
- its cash flows are solely the payment of principal and interest,

On initial recognition, and at settlement date, financial assets at amortized cost are measured at fair value, which
is usually equal to the consideration paid, plus transaction costs and income dircetly attributable to the instrument.

After initial recognition at fair value, these assets are measured at amortized cost which requires the recognition
of interest on an accrual basiz by using the effective interest rate method over the term of the loan.

Impairment of financial assets
L.oans and debt securities classified as financial assets at amortized cost, financial assets at fair value through
comprehensive incame and relevant off-balznce sheet exposures are under the impairment model of IFRS 9.

In this regard, these instruments are classified in Stage |, Stage 2 or Stage 3 according to their absolute or relative
credit quality with respect to initial recognition. Specilically:

- Stage I; includes (i} newly issued or acquired credit exposures, (ii) exposures for which credit risk has
nat significantly deteriorated since initial recognition, (i1i} exposures having low credit risk (low credit
risk exemption);

- Stage 2: includes eredit exposures that, although performing, have seen their credit risk significantly
deteriorating since initial recognition;

- Stage 3: includes impatred credit exposures, where the asset is non-performing and an objective evidence
for impairment following a credit avent has been recognized.

For exposures in Stage 1, impairment is egual to the expected loss calculated over a time horizon of up to one
year, For exposures in Stages 2 or 3, impairment is equal to the expected loss caleufated over a titne horizon
corresponding to the entire life of the exposure. With reference to impaired exposures in stage, the expected
recoverable amnount, and therefore the expected credit boss, iz the present value of future cash flows expected to
be recavered, discounted at the original interest rate. Therefore the main determinants of this value are, the
expected cash flows, the expected timing of payments of these cash flows; and the effective interest rate used for
discounting,

The Stage Allocation model is a key aspect of the accounting mode! required to caleulate expected credit losses.
The Stage Allocation model is based on a cormbination of relative and absolute elements. The main elements are:

comparison, for each transaction, between PD as measured at the time of origination and PID as at the
reporting date, both calculated according to internal models, through thresholds set in such a way as to
consider alf key variables of each transaction that can affect the Bank's expectation of PD changes over
time (e.g. age, maturity, P level at the time of origination);

= absolute elements such as the backstops required by law (e.g. 30 days past-due);

- additional internal evidence (e.g. Forbore classification).

As at 31 December 2019 the Company had only had Stage 1 exposures and no off-balance sheet exposures
subject to Expected Credit Loss ‘ECL” ealcutations,
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In order 1o meet the requirements of the standard, the Company leverages specific models that have been
developed at Group levet to calculate expected credit losses based on PD, LG and EAD parameters, used for
regultatory purposes and adjusted in order to ensure consistency with accounting regulations.

As mentioned in the previous paragraph, the Group has developed specific models for calculating the expected
credit losses; such models are based on the parameters of P0, LGD and EAD and on the effective interest rate. In
particular:

« the "I (Probability of [efault), represents the probability of accurrence of an event of defauli of the
credit exposure, in a defingd time lag (i.e. | year);

- the LGD {Loss Given Default), represents the percentage of the estimated loss, and thus the expected rate
of recovery, at the date of oceurrence of the default event of the credit exposure;

- the EAD (Exposure st Default), represents the measure of the exposure at the time of the event of defauly
of the credit exposure:

- the Effective interest rate is the discount rate that expresses the time value of money.

Further details are avaitable in Part E: Information on risks and hedging policies Section 5 Parameters and risk
definitions used for calculating value adjustments and stage allocations.

Firancial Liahlities
Financial liabilities include deposits taken, medium term notes, other debi securities issued and derivatives,
The Company classifies its financial liabilities in the following categories:

- Liability item 10 Financial liabilities at amortised cost;
- Liability itern 20 Financial Habilities held for trading.

Liability item 10 Financial liahilities at amuortised cost

Liabilities, deposits and debt securities in issue are initially recognised at fair valug, which is normally the
consideration received less transaction costs directly attributable (o the financial liability, Subsequently, these
instruments are measured at amortised cost using the effective interest methed.

‘The Company sub classifies its financial liabilitics at amortised cost in the following categories:

a) deposits from banks

b} deposits from customers
c) debt securities in issue
d) other {inavcial liabilities

Liability itern 20 Financial liabilities held for trading
Financial liabilities held for trading include st fair value through profit and loss:

- derivatives that are not designated as hedging instruments;

- obligations to deliver financial assets borrowed by a short seller (1.e. an entity that sells financial assets it
does not yet own);

»  [inancial habilities issued with an intention to repurchase them in the near term;

- financial liabilities that arc part of a portfolio of financial instruments considered as a unit and for which
there is evidenee of a recent pattern of trading,
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Financial liabilitics held for trading, including derivatives, are measured at Fair value on initial recognition and
during the fife of the transaction.

The Company had foreign exchange forwards and interest rate swaps classified as financial liabilities held for
trading as at 31 December 2019 and also as at 31 December 2018,

Offsetting Financial Instruments

Financial assets and liabilities must be offset and the net amount reported in the Balance Sheet when there s a
current fegatly enforceable right to offset the recopnised amounts and there s an intention to settle on a net basis
or realise the asset and seitle the lablity simultaneously.

Sale and Repurchase Agreements

Securities may be lent or sold subject to a cormmitment to repurchase them (“repos™). Such securities are retained
on the Balance Sheet when substantially all the risks and rewards of ownership remain with the Company. The
liability to the counterparty is included separately on the Balance Sheet as appropriate,

Simibarty when securities are purchased subject Lo a cormmitment to resett (“reverse repa™), or where the
Company barrows securities but does not acquive the risks and rewards of ownership, the transactions are treated
as collateralised loans, and the securities are not included in the Batance Sheet. The difference between the sale
and repurchase price is acerued over the life of the agreements using the effective interest method.

Securities, Borrowing and Lending
Securities lending apreements are transactions in which the Bank lends or borrows securities for a fee. The Bank

continues to recognise the securities in their entirety in the balance sheet because it retains substantially all of the
risks and rewards of ownership. For securities borrowed the securities remain off-balance sheet as substantially
all of the risks and rewards of ownership are not transferred.

Income Tax
fncome tax comprises current and deferred tax. Income tax is recognised in the income staternent, excepl to the

extent that it relates to ilems recognised in other comprehensive income or divectly in equity, in which case the
related income tax is also recagnised respectively in other comprehensive income or eqaity. Current tax is the
expected tax payable on the taxable income for the financial year using tax rates enacted or substantively enacted
at the balance sheet date and any adjustment in respect of previous financial years.

Deferred income tax is provided, using the Balance Sheet liability method, on temporary timing differences
arising between the tax bases of assets and liabilities and their carrving amounts for financial reporting purposes.
Deferred income tax is determined using tex rates based on legislation enacted or substantivety enacted at the
Balance Sheet date and expected to apply when the deferred tax asset is realised or the deferred tax liability is
seftled,

Deferred tax assets and liabilities are reviewed at each reporting date and are reduced to the extent that it is no
longer probable that the related benefit will be realised.

Property, Plant and Equipment
Property, plant and equipment is stated at historical cost less accumulated depreciation and provision for

impairment, if any. Historical cost includes expenditure that is directly attributable to the acquisition of the asset.

Subsequent costs are added to the carrying amount or recognised as a separate asset only when it is probable that
there will be futnre economic benefits in excess of those initially foreseen and the cost can be reliably measured.
Other expenses borne at a later time {¢.g. nortnal taintenance ¢cosis) are recognised in the year they are incurred
in profit and loss item 160, Administrative costs b) other administrative expense.
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The item “Property, plant and equipment” includes assets used by the Bank as lessee under a lease contract (right
af use), or levhired out by the Bank as lessor under an operating lease.

Property, plant and equipment include leasehold tmprovements relating to assets which can be separately
identified. Leaschold improvements ace usually borne in order to make leased premises fit for the expected use,
Improvements and additional expenses relating to property, plant and equipment identifiable but not separable are
recognised in ttem 120, Other assets.

Depreciation is charged 5o as to wrile down the cost of assets over their estimated useful fife using the straight
line method, Residual useful life ts usually assessed as follows:

- Leasehold improvements: up to § years
- Compuler equiptient: up to 3 years

«  Office equipment: up to 3 years

= Right of use asset (lease): up to 10 years

Intangible Assets

Compater software {5 stated at cost, less amortisation and provisions for impairment, if any. The identifiable and
directly associated external and internal costs of acquiring and developing soflware are capitalised where the
soltware is controlled by the Company, and where it is probable that future economic benefits that execed costs
will flow from its use over more than one financial year, Costs associated with maintaining software are
recognised as an expense when incurred, Capitalised computer software is amortised over 3 years or 3 years,
subject Lo the associated uselul 1ife using the straight line method, from the date it is brought into use.

Cash and Cash Eguivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, unrestricted
balance with Centeal Bank and demand deposits, and short-term (with a maturity of three months or less), highly
liquid investments that are readily convertible to a known amount of cash and that are subject to an insignificant
risk of changes in value. Cash and cash equivalents are carried at amortised cost in the Balance Sheet.

Share Capital
Issued financial instruments ot their components are classified as equity where they meet the definition of equity
in LAS 32 and confer on the holder a residual interest in the assets of the Company.

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the Company's
sharcholders.

Pension Obligations

The Company operates a defined contribution penston scheme, The Company has no further payment obligations
once the contributions have been paid. The contributions are recognised as an employee benefit expense in the
income statement when the employee has rendered services which qualify for the contribution, Prepaid
comributions arc recognised a5 an asset to the extent that a cash refund or a reduction in the future payments is
available,

Accounting Estimates

Under the IFRS, management must make judgments, estimates and assumptions that affect the application of
accounting principles and the amounts of assets and liabilities and income and expenses reponted in the accounts,
as well as the disclosure concerning contingent assets and liabilities, Estirnates and related assumptions are based
on previous experience and other factors considered reasonable under the circimstances and have been used to
estimuate the carrying values of assets and liabilities not readily available from other sotirees,
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[n particular, estimated figures have been used for the recognition and measurement of soime of the items in the
Financial Statements as at 31 December 2019, as required by the accounting poticies and regulations described
above, These estimates are largely based on caleulations of future recoverability of the values recognised in the
accounts according to the rules laid dows tn current legislation and have heen made on the assumption of a going
concern.

Valuation is particularly complex because of the uncertainty in the macroeconomic and market environment; the
parameters and information used may be significantly affected by such factors, which could change rapidly in
watys that are currently unforeseeable, such that further effects on future carrying values cannot be ruled out.
Estimates and assumptions are regularly reviewed, Any changes resulting from these reviews are recognised in
the petiod in which the review was carried out, provided the change only concerns that period. 1f the revision
concerns both current and future periods it is recognised accordingly in both current and future periods. Valuation
estimates of financial instruments melode the cholee of valuation techniques (e.g. Net Present Value of cash
flows) employed in detertnination of Fair values and determination of histarchy levels. With specific reference ta
valuation techniques, unobservable inputs used in the fair value measurement and sensitivities to changes in those
inputs, please refer to Part E: Information on risks and hedging policies Section 11 - Fair Value Disclosures,

Valuation estimates retate to asset item 20 Financial assets at fair value through the profit and loss, asset item 30
Financial assets at fair value through other comprehensive income, asset itern 50 Hedging derivatives and asset
itern 60 Changes in fair vabue of portfolio hedged items (44-), liability item 20 Financial Habilities held for
trading, liability item 40 Hedging derivatives, liability item 50 Changes in fair value of portfolio hedged items
{+/-} and liakility item |10 Revaluation reserves through the OCIL. Refer to the in the Financial Staterments as at
31 December 2019 for the carrying amounts of the asset and liability items mentioned.

Uncertainty affecting estimates is generally inherent, among others, in the measurement of fair value of financial
instruments not listed in active markets, loans and receivables, and, in general, any other financial
assets/liabilities, intangible assets and property, plant and equipment, whose assessment may significantly change
over time according to the trend in (i) domestic and international socio-economic conditions and subseguent
impact on the Bank’s profitabilily and customers’ ereditworthiness; and (i) financial markets which affect
changes in interest rates, prices and actuartal assumptions.

With regard Lo eredit exposures evaluation it should be noted that, with the initial application of TERS 9, such
estimation is based on forward loeking information and, in particular on the gvolution of macroeconomic
scenarios used in the loan loss provisions calculation. Further details are available in Part Er Information on risks
and hedging policies.

Credit exposure estimation impacts asset item 30 Financial assets at fair value through other comprehensive
income, asset item 40 Financial assets at amortised cost and liability item 110 Revaluation reserves through the
OC1. Refer to the in the Financial Statements as at 31 December 2019 for the carrying amounts of the asset and
lLiability items mentioned.

Refer to the following sections for sensitivity analysis related to accounting estimates:

- Credit exposure estimation: Part E: Information on risks and hedging policies Section 5 Parameters and
risk definitions used for calculating value adjustments and stage allocauons,

= Valuation estimation: Part E: Information on risks and hedging policies Section 9 - Market Risk.

- Valuation estimation: Part E:; Information on risks and hedging palicies Section i1 - Fair Value
Iisclosures.
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Key judgements

Key judzements include IFRS 9 classification refated criteria such as business madel assessment and determining
if a financial asset meets the SPP criteria. Judgements used when the Company 15 assessing whether a financial
asset is to be considered under business model “held to colleot™ or “held to cotlect and sell” include why the
instriument has been acquired or originated and the expected twenover of financial asset. Similarly, when the
Company ts performing contract by contract analysis of the contractual cash flows (“SPPI Test™) on a financial
asset it may make judgements in relation to certain featurcs of the asset, in the scenario where it is not certain if
the SPP1 criteria are met. Further details of how these judgements are made are included in Part A 1: Accounting
Policies Seetion 2 - General Basis of Preparation Financial Assets.

Koy judgements also include IFRS 9 impairment refated judgements such as defining the meaning of default and
expected oredit loss modelling. Details of how these judgements are made are included in Part E: Information on
risks and hedging policies.

Derivative Financial Instruments and Hedge Accounting
Perivative instruments used by the Company primarily comprise interest rate swaps, Cross currency swaps and
foreign exchange forwards,

MNon-trading derivative transactions comprise transactions held for hedging purposes, 4s part of the Company's
risk management strategy, against financial asscts, financial liabilities, positions or cash flows, either accounted
for on an amortised cost basis or part of the financials assets at fair value through other comprehensive income.

Al devivatives are held on the Balance Sheet at fair value and are accounted for on a trade date basis. Fair values
are obtained from quoted prices prevailing in active mackets where available. Otherwise valuation technigues
titcluding discounted cash flows and option pricing models are used to value the instroments, Detivatives are
included in assets when their fair vahue is positive and liabilities when their fair value is negative, unless there is a
legal ability and intention to settle nel.

When & financial instrument iz designated as a hedge, the Company formally documents the relationship between
the hedging instrument and hedged itern as well as its risk management objectives and its strategy for undertaking
the varicus hedging transactions, The Company also documents its assessment, both al hedge inception and on an
ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting
changes in fair values of hedged items.

To the exient that changes in the fair value of the hedging derivatives differ from changes in the fair value of the
hedaed risk in the hedged item or the cumulative change in the (air value of the hedging derivative differs from
the cumnulative change in the fair value of the hedged item, the hedge is ineffective. The amount of
ineffectiveness, (taking into account the timing of the expected cash flows, where relevant) provided it is not so
great as to disqualify the entire hedge from hedge accounting, is recorded in the income staternent.

The Company currently applies only:

Fair value hedge: a hedge of the exposure to chariges in fair value of a recognised asset or liability, or an
identiliable portion of such an asset or liability.

Changes in the fair value of derivatives that qualify and are designated as fair value hedges are recorded in the

income statement, together with changes in the fair value of the hedged asset or liability that are attributable to the
hedged risk. 1f the bedge no longer meets the criteria for hedge accounting, the fair value hedging adiustment
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cumulatively made to the carrying value of the hedged item is, for items carried at amortised cost, armortised over
the period to maturity of the previously designated hedpe relationship using the effective interest method.

The Company has both portfolio *Macro® and one-to-one ‘Miero” hedge relationships.

= Maero hedge relationships are aceounted for dependant on the classification of the underlying hedged
ttem, For hedged items carried at amoriised cost the change in the fair value of the hedging instrument is
accounted for under line item “Changes in fair value of portfolio hedged items”. For hedged items carried
at fair value through other comprehensive income the changes in the fair value of the hedging instrument
is aceounted for under line itern 110 “*Revaloation reserves through the OCI”,

«  The changes in the fair value of the hedging instruments relating to Micro hedge relationships for which
the hedged items are carvied at amortised cost or at fair value through other comprehensive income are
accounted for directly against the hedged item.

The fair value changes recorded in item 110 “Revaluation reserves through the OCI"” are also disclosed in the
Statement of Other Comprehensive Income.

Certain derivative contracis entered into as economic hedges do not qualify for hedge accounting, Changes in the
fair value of any derivative instruments that do not qualify for hedge accounting are recognised immediately in
the income statemnent in ttem 80 *Gains and losses on financial assets and liabilities held for trading’.

In relation to the adoption of IFRS 9 the Company has exercised the option to continue applying the existing 1AS
39 hedge accounting requirements for all its hedging relalionships until the IASBE completes the project on
accounting for macro-hedging.

Section 3 - Segmental Reporting

An operating segment is a component of the Company that engages in business activities from which it may carn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company’s other components, whose operating resulls are reviewed regularly by the Board of Directors (being
the chief operating decision maker) to make decisions about resources allocated to each segment and assess its
performance, and 1o which discrete financial information is available,

IFRS B Operating Segments requires the disclosure of revenues from external customers for each product and
service, or each group of similar products and services, TFRS 8 also requires disclosures based on geographical
information. For detail on these disclosures please refer to Part G: Segmental Reporting,

Section 4 — Financiol Instruments Fair Value

Fair value of financial assets and liabilities held for trading, financial assets mandatorily at fair value,
financial assets at fair value through other comprehensive income, fair value of loans and receivables
securities and hedging derivatives.

The following paragraphs set out the method of valuing the positions of the above mentioned assets and
tiabilities,

Transferable seenvitics include government bonds, corporate bonds and other debt securities;

«  Ronds and debt gquoted in an active market.
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- Where bonds are not quated in an active market, the Company uses valuation techniques which include
external ratings and market informatian to assess the pricing procedure, The prices are reviewed by a
UniCredit Banking Group company.

Asset Backed Securities (ABS'}

«  Where actively traded the closing bid prices are utilised.

= Where the securities are not quoted in an active market, the Company uses valuation technigues which
include externat ratings and market inforiation to assess the pricing procedure. The prices are reviewed
by a UniCredit Banking Group.

Where the asset is not quoted in an active market, valuation techniques may include;

- g market approach (e.g. using quoted prices for similar liabilitics or equity instruments held by other
parties as assets);

- costapproach (e.g. it reflects the amount that would be required currently to replace the service capacity
of an asset, that is the current replacement cost);

- an income approach {c.g. a present value technique that takes into account the future cash flows that a
market participant would expect to receive from helding the lability or equity instrument as an asset),

Perivative contracts including: Eonia swaps, Interest rate swaps, Cross currency swaps and FX Forwards
Derivative contracts are valued using discounted cash fow methodology. Cash Hows are discounted using rates
which are either directly observable or are implied from instrument prices and input into the system on a daily
basis.

Fair valuee calculation

in order to ealculate the fair value of loans and receivables with banks, loans and receivables with customers,
depuosits from banks, deposits from customers and debt securities in issue, present value calculations based on
Euribor/Libor corves as ar 31 December 2019 were utilised. The fair value determined using this caleulation
includes specific risk factors such as liquidity risk, and where relevant, counterparty risk.

IFRS 13 requires that for financtal instruments measured at fair value on Balance Sheet fair value measurements
ave disclosed by the source of inputs, using the following three level hierarchies:

- Level 1: Quoted prices in active markets for identical assets or habilities;

- Level 2: Inputs other than quoted prices includad in Level 1 that are based observable market data for the
asset or liability, efther diractly (as prices) or indirectly (derived from prices);
Lavel 3: Inputs for the asset or liability that is not based on observable market data {non-observable
inputs).

For details of the disclosure requirements in accordance with IFRS 7 and 1FRS 13 please refer to Part B:
Information on risks and hedging policies Section 1] — Fair Value Disclosures,
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Part B: Balance Sheet Notes - Assefs

[ters 20 - Financial assets at fair value through profit and loss

Item 20A — Financial assets held for trading

INA1 Finarcial assets held for trading: praduct break dewn

A Decawmber 2019

31 December 2018

£'000 £TRO0
Lrerivalive nssets 1,808 2,206
3,400 >.206

2042 Derivarives held Tor frading

3 Decenmber 2082

3 Degember 2010

31 December 2018

5 Decomber 2005

€000 €004 (A1) £

Fair Value Meninal Faw Value Nominal

Eonia swaps 1,685 7,344,110 729 5 940,000
Forward currency soles - . r -

Forward cureency purchases 124 1,002 L 11,022

3,809 T.348,907 2,206 5,961,012
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Included in devivatives held for trading i= a fair value carrying amount of €3.8 million (31 December 2018: €2.2
million) due from UniCredit Banking Group. The derivatives classified in financial assets held for uading are
entered into for economic hedging purposes including currency and interest rate risk for which JAS 39 hadge
accounting requirements have not been fulfilled.

Item 20C — Financial assets mandatorily ai fair value

240, Financial agsets mandatority at fair valoe: product break down 31 December 2019 31 December 2018

£7 0k €000
Othey gecuritiog
= Other debit securities 29,738 48,343
29,739 48,343
O which Intercompany.
UniCrodit &.p. A, Group financial asseis mondalosily ol fair value - 17,701

The financial assets mandatorily at fair value amount to £29,7 million and are represented by an asset backed
security as at 31 December 2019 (31 December 2018: €48.3 million).

Management has considered the financial impact of collateral held within securities and considers it to be
sufficient to recaver the carrying value of such assets.

40| #
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Mem 30 — Financial assets at Maic valee theough other comprehensive income

M.t Financinly asvets af fair vaiue through ather comprehensive inetwe; produet becabdown M December 2087 M Decesber 2018
£ £HHID

Issued by public badies
s Gavernmient dehi securitivs 5,085,694 7,121,302
- Dty public szotor debl securities 175,566 170 434

Other securities

« Gaitlier duebt securitivs 732.892 747 104
Lugy 183 3,147,156

DU which Intorvompuny !
U redi S0 A Girowp financials asseg st foir value throagh ciher comprehensive income -

RILNS 31 Deember 20197 31 December 2G04
Fimantinl ass1s at Tuis valug Vheongh other ekmprohicusive fngome: pnadysia by remaining maturity £'0MH £ 00

- over § linunciil years 042,387 7.789,.044

~ 5 yeurs or less but uver | tinncial year 4,827,003 4,633 FHi}

~ 1 financial year or less bul pver 3 months 114,072 o4, 757

- ) maonths or less 130,640 4ai 018
5,704,152 B.147,108

Financial assets at fair value through other comprehensive income of €4.5 billion (31 December 201§ €6.2
million} have been pledged to third parties in sale and repurchase agreements.

The collateral encumbered to third partics can be used in the event of the Bank’s default and non-repayment of
the Banks related labikites with each counterparty, in order to offset each counterparty’s exposure to the Bank,

Financial assets at fair value through other comprehensive income with 3 maturity of 3 months or less do not
qualify as cash equivalents as they will be re-invested once matured.

303 Finanelal axpels at Mair vabue theongh ather comprehensive income: liating stalis M December 1019 M December 2014
€0 €00
Analysis by wung statud
» Listed 5,994,152 H.147, 190
Josk Finameind asacta ol Fale vadie theowgh other enurprebiensive income: onsnunl changey 3 Decommber 2009 3 December 2018
£ (M) £ 000
At | January 8,147, 19 H_GRa H59
Adiditions i 1,374,399
Disposuls ped ioaturilies {2,041,731) {2, 114,631}
Cxchange dilferences 4,034 15,577
Chagwes i fair valize L, 159) {292 A72)
Faiter st cecervable {24,79%7) {14.675)
Al 3 Decembher 5,004,152 %,147,196

Management has considered the financial impact of collateral held within securities and considers it to be
sufficient to recover the carrying value of such sssets.
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Item 40 - Financial assets at amortised cost

ftem 40A ~ Loans and receivables with banks

40A.1 Losns atd receivalles with banks: anslysis bty remoaining 3 Decoember 2017 31 Decembeyr ZHEY
inaturity 3O €404
L.ouns and receivables . Remainig saturity
= over § finaneind yeaes 603 100 113,050
« 5 financial yeors or less but over | finuneaal year 72,000 85,7219
- 1 Tinancial yeor or kss bur over 3 mouths 27,521 -
- 3 months ar less 121, 08K Gi,RO4
- Repavable on demand |, bd6 12,213
26,717 773,906
Loans and receivables with banks inparm enl (1) %)
26,716 771080
Uingueted agcurities | Remaining maurity
- aver 3 financial years 1,740 035 L U5, 225
- 5 financial vears of less but over | finangial yeur . -
-} financial vear or less bul aver 3 months - 1,800,002
- 3 months or less - -
1,700,035 3,756,227
Ungiated se¢seiticg with barks o padren ey {R74} (2,4883
1,609,162 3,747,330
1,515,877 4,520,239
of whigh Intereompany:
Dwe frow parent company ang fellow subsidiaries 1,386,000 4,480,120
4042 Loans and receivables with banks: Faiv value 31 December 2019 31 December 2018
D00 €000
Laang and recavables with banks 2,413,549 4,37] ER9
2,413,149 4,271,889

Inctuded in the total of loans and receivables with banks are securities of nil billion which have been pledged to
third parties in sale and repurchase agreements (31 December 201 8: nil).

In December 2019 UniCredit 8.p.A. provided a pledge in favour of the Bank in order to secure the debt securities
issued by UniCredit 8.p.A and bought by the Bank for a total notional of €1.7 billion (31 December 201 8: nil),
using as a collateral a €0.8 billion (3! December 201 &: nil) deposit granted by UniCredit S.p.A. at year-end 1o
ensure compliance with the Net Stable Funding Ratio requirement and €0.9 billion (31 December 201 8. nil) of the
Senior Class of an Assel Backed Security owned by UniCredit 8.p.A.

The pledge, thanks to the collateral, reduces the counterparty risk associated to the investments which becomes
“secured” as long as the pledge is outstanding.

'the cost of the pledge has been determined between the partics on an arm’s fength basis in accordance with
Transter Pricing Group Policies.

Included in fee and commission expense is €0.06 million related to the pledge.
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ltem 408 —~ Loans and receivables with customers

40R.1 Loans and receivabiles with gustomers: analysis by 31 Decemher 2012 31 December 2018
remuining maturity €308 €000
Louns and recetvabies: Remaining maturity
- gver 5 financinl years - *

- 5 Tinancial years or less but over | financil year 300 148 45050 %
= | fancial vear o less but over 3 maonths 150,310 -
- 3 months or less TR 278,467
718,105 TIH972
Eoang and receivables will customers im pairment (387 (627}
TR 128,345
Unguoted securives - Remaining matur ity
- gver 5 financinl years §.442,774 404,143
~ & financial years or less but over | financinl year 1,213,273 581,270
» 1 financial year or less but over 3 months u b
- 3 months or kess - -
2,708,047 085,413
Lnquoted securitics with customers impairment {418) (538}
2,707,599 084,875
3,438,507 1,783,221

CH w hieh [otercom pany:

Idue trom parenl company and fellow subsidiaries 450,438 430,505
0.2 Loans and receivables with costomers: Fair value M December 2019 31 December 203
€100 €008

Louns and receivables with ¢ustomery 372230 1,628 133
3,712,317 1,628,133

Included in the total of loans and receivables with customers are securities of €2.4 hillion which have been
pledged 1o third parties in sale and repurchase agreements (31 December 2018: €0.8 billion),

The collateral encumbered 1o third parties can be uged in the event of the Bank’s default and non-repayment of
the Banks related linbilities with cach counterparty, in order to offset each counterparty”s expasute to the Bank,

Management has considered the financial itpact of collateral held within securities and considers it 1o be
sufficient to recover the carrying value of such assets,

ftem 50 — Hedging derivatives

50,1 Hedging derivatives 31 December 2019 31 Decewmber 2019 31 Decemtber 2018 31 December 2016
€' Nac € () €000 € ong

Eair Ylue Mominal Fair Value Nominl

Cross CUrrency swWaps 20,744 £ 50,660 15,6%9 33, t0a
nterest rale swips 13,070 1,0849.000 40,139 891.673
33,824 1,239,460 55,838 1,024,782

Included in hedging derivatives is an amount of £33.8 million (31 December 2018: €55.8 million) which is due
from UniCredit Banking Group,

43§ v
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For detai! on derivatives please refer Lo the notes on derivatives which is included Part E: Information on risks
and hedging policies Section 9 — Market Risk

Item 60 — Changes in fair value of portfolio hedged items {+/-)

60.1 Changes tn Fair valoe of portiolie hedged items (+/-) 31 December 2019 31 Decembier 2018
£

Positive chanpes in fair value of portfolio hedged items 330,374 313 788
331,274 313,788

The zbove amount relates to changes in portfolio hedged ftems in securities which are both loans and receivables
with banks and loans and receivables with customers.

Leases included in item 80 — property, plant and equipment

Included in property, plant and equipment is a right of use asset of €2.5 million related o the lease contract of the
“La Touche House™ office space. Included in depreciation charge for financial yaar is €0.3 million related to the
Jease right of use asset, Refer 1o Part B: Balance Sheet Notes — Liabilities Item 10B deposits from Banks for
details on the refated |ease liability and interest expense.

Item 80 — Property, plant and equipment

&0, Property, plant and equipment Lesse Right of lensehold Otfice Coni jluter Total
Use agset  improvements cquipment equipment
Cost €000 €1 £7(HH) €1 €'uon
At 1 January 2018 - 1,251 B7 409 1,747
Addhitians - - L6 83 94
LHsposaly - - - (14 1193y
At 1 January 2019 - 1,351 193 473 {827
AT January 2019 (JFRE 16 adoption dale} 3,783 - - - 2,785
Aclditions - 202 97 214 313
Crisposaly - {1,477} {65} {71y {1.,513)
At 31 December 2019 2,785 76 135 416 1612
Accumulated deprecistion 1004} €* (e €1 €060 [y
At 1 January 2018 - 1,250 R7 41 1,625
Charge for finnneial year | ! G o 43
Dhsposals - - - {19) (19}
At 1 Janpary 2019 - 1,25] w3 357 701
Charge for financial yoear 306 - 23 43 422
[isposals “ [, E73) [65) (70) {1,310)
At 31 December 2012 e 76 3| 320 RL3

Met book values
Ab 31 December 2018 - - 19 116 126
At 3 December 2019 2,470 - 34 1315 1199
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Item 90 — Intangible assets

90.] Intangible assets Computer software costs Tatal
Cost c'oo0 €000
At | January 2018 5,453 5,453
Additiong 224 214
[Yisposals = -
At 1 January 2019 3,077 5.677
Additions 213 25
Disposals {946) (fd6)
AL 3] December 2019 4,946 4,946

Aveaomulated amortisation

At t January 2018 3,160 3,160
Charge for linancial year 1,73 1,075
Disposals - -

Al T Tanuary 2019 4,235 4,235
Charge for financial year %37 837
Disposals {940) {944)
AL December 2019 4,126 4. 126

Net book values
At 31 December 2018 1,443 1,443
At 3] December 2019 821 821

Item 100 — Tax assets

Toax asiets 3 Necember 20189 3t December 2018
€708} €£1000
JO0A Clurrent Lchlion aiget 722 695

Reversal of deferred tax liability

Dicterred taxation asset ot 1 January T35 -

o eredit arigmg from pozitve QOCT revaluation rescrve {7355) 735
1008 At 31 December - 135

Tutal tax assets ry 1,430

The 2018 deferred tax usset is 12.5% of the gross amount of the total OCT revaluation reserve,

Ftem 120 ~ Other assets

120,01 Other assets 31 Decomber 200% 31 Becember 2018
LAl il1)] €000
Accounts receivable and prepayments 691 &2
641 61
451 Faae

Annual Report & Financial Statements Fingncial Year Ended 31 December 2019



E-MARKET
SDIR

CERTIFIED I

Leasehold improvements of €0.3 million (31 December 2018: 0.2 million) relating to property, plant and
equipment that are identifiable but not considered separable are included in other assets,

Included in other assets is an amount of nit {31 December 2018: €0.01 million) which is due from UniCredit
Banking Group. The prior year receivable related to the Service Level Agreement in place to perform activities on
behalf of Pioneer Alternative Investments (Israel) Limited.
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Part B: Balance Sheet Notes - Liabilities

ltern 10 - Financial labilities at amortised cost

Item 10A — Deposits from banks

10A.]1 Deposits from banks: analysis by remaintng maturity i December 2019 31 December 2018
€000 €000
Remamning maturity
- 3 {inancial years or kss bot over | financial year 780,932 1,917,844
- 1 rinancial year or less but over 3 months n75,242 662,453
- 3 months or jess 2,362,300 3,362,124
- Repayable on demand 19 37
3,B18.533 5,942.460

Of whieh Intercompany:
Dug to parent company and fellow subsidiarics 1,559,291 1321404

Included in deposits from banks are depasits of €2.5 billion (31 December 2018 €4.2 billion) held as security for
securities sold under repurchase agreements.

Deposits from banks with a maturity of 3 months or less do not qualify as cash equivalents as they are not held for
short term cash commitments.

10A.Z Depusits from banks: Fair Value 31 December 2019 31 December 2018
€ Hn €000

Deposits from Banks 38249 207 5,056,178
3,829,207 5,956,178

Item 10B — Deposits from customers

10%,1 Deposits from custemers: analysis by remaining matority 3 December 2059 31 December 2018

€000 €000
Remaining maturity

= & financinl years or less but over 1 financial vear - 47,844
~ 1 finangial year or fess but over 3 months 120.370 67,871
- 3 months or lesg 3,404,737 3,505,084
3,525,107 3,630,799

OF which Itntercompany:
Due to parent company and fellow subsidiaries 4,218 76,457
47§ ¥
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1HB.Z Deposits from customers: Fair Value

31 December 2019

31 December 2068

€000 £000
Peposits from Banks 3,333 281 3,632,376
3,533,.28] 3,632,376

Included in customer accounts are deposits of €3.3 billion (31 Decamber 201 8: £3 4 billion) held as security for

securities sold under repurchase agreements.

Deposits from customers with a maturity of 3 months or less do not qualify as cash equivalents as they are not

held for short term cash commitments.

Ttems 10C — Debt securities in issue

1001 Debt secuvities in issue: analygis by remaining matority

31 December 2019

31 December 2018

£ 0800 €000
Bands and modivm term nales
Remaining matugity
- 5 linancinl vears or Jess bul over 1 finangisl year 206,584 253 40)
= 1 fmancial year or kess but over 3 months 51,958 10],479
- 3 inonths ar kess 29076 236,617
288,018 620,494
Tther debl yecuriflas i ixsne
Remaining maturicy
~ 1 Tinancind year or less but over 3 months |, 646,283 94,875
= 3 wonths of ks 8.890 1,433,448
1,655,173 1,528,323
1,943,191 2,148,820
(4 which Iatercompany:
Due to parent company and fellow subsdiaries 16,371 15,834

1002 Debt secarities in issue: Fair Value

31 December 2019

3 December 2018

€' (HH} £7000
Debt scourities in §sue 1,957,302 2,162,616
1,957,302 2,162,636

L3 Debt securitics in issnes by financol insteument

31 December 2419

31 December 2018

€000 €D

Comnmercial paper 1,653,173 1,528,323
Medium term fote 2RR QIR 620,497
1,945,191 2,148,820

During 2059 investors’ continued appetite for shor tern funding in the markets in which the Company operates,
allowed the Company to move a larger portion of its funding activities towards short term funding in the form of

repurchase agreement funding.
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ftem 10D — Other financial liabilities

101x1 Other financial liahilities: snalysis by remaining maturily

31 December 2019

31 Becember 2018

€ €00
Lease Liability remaining maturity
« Qver § financisl years 8O0 -
- 3 financial years or fess but over | financial year 1,226 -
= 1 financial year or legs but aver 3 months 230 .
- 3 months or less I -
2,423 -

Of which Intercompany;
Duc to parent company and tellow subsgidiarics

LOB.Z Otlier financin] Habilities: Fair Value

31 December 2009
000

31 December 2018
€000

Lease liability

744

1,423

Included in *Crher financial labilities' is a lease liability of €2.4 million related to the lease contract of the *“La
Touche House"” office space, Included in interest expense related to customer accounts is €0.04 million refated to

the lease liability.

Item 20 — Financial Habilities held for trading

2.1 Finaneial Habilities held for trading

3 December 2019 31 December 2019 3 December 2018 31 Deceraber 2008

€000 €100 £ (10 £1000

Faw Valpe MNominal Fair Yalue Mom inal

Currency forward purchise comracts 665 35,749 1.28% 246,061
Intetest rate, conit ond cross

currency derivaiives 4,337 5,700,000 33 4,900,000

54002 8,735,742 E3IR 5,146,061

Inchuded in trading derivatives is an amount of €5.0 million (31 December 2018: €1.3 million) which is due to
UniCredit Banking Group, Derivative purchases and maturities resulted in variances of the nominal values during

the financial year. For details on derivatives pleasc refer to the notes on derivatives which are included within Part

E: Information on risks and hedging policies Section 9 — Market Risk, The derivatives classified in financial

fiabilities held for trading are entered into for economic hedging purposes including currency and interest rate risk

for which TAS 39 hedge accounting requirements have not been fulfilled.
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Hem 40 ~ Hedging derivatives

40,1 iledping derivatives 31 December 29 31 December 2089 31 December 20018 31 December 2018
€000 € 004 €000 €001

Fair Value Nominal Fair Value Nominat

Cross CUrrency swaps 30,715 161,793 46,042 262,061
[nterest rate swaps 653 9L 6,410,597 797,331 8,137 966
684,626 6,772,391 753,993 7,390,018

Included in hedging derivatives is an amount of €683 million {31 December 2018: €741 million) which is due to
UniCredit Bartking Group. Derivative purchases and maturities resulted in variances of the nominal values during
the financial year. For detatls on derivatives please refer to the notes on derivatives which are included within Part
E: Information on risks and hedging polictes Section 9 - Market Risk.

Iter 50 — Changes in fair value of portfolio hedged items (+/-)

0.0 Changes In fatr vidue of portfolio hedged items (/) 31 Decewber 2009 31 Decemher 2018
€400

Positive changes in fair valuwe of bortfolic nedped nens 8,063 23,333
B,063 13,33

The above amount relates to changes in portfolio hedged items on deposits from banks and Debt Securities in
lssue.

Ttem 60 — Tax liabilities

‘Fax liability 31 December 2019 31 December 2018

€00} €400

Ieferred taxation lishility at 1 lanyary - 18,772

Tax liabitity arisiog from positive FVOCT revalnation reserve g.610 (18,772}
o8 A1 31 December 8.610 -
G0A  Current tax liphility - -
Total tax liability 8,611 -

A deferred tax liability arase in 2019 due to the improved performance of the FYOCT portfolio resulting in a
positive FVOCI revaluation reserve.

Item 80 — Crther liabilities

g0.1 Other linbilities 31 December 2019 31 December 2018
£°000 €000

Creditors and ageruals 4,551 2,745
4,551 1,745

Included in other liabilities s the amount of €0.7 mithion (31 December 2018; €0.7 million) which is due to
UniCradit Banking Group.
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Inciuded in other liabilities are costs of €0.3 million (31 December 2018: nil) related to Equity-Settied Share
Based Payments. Refer to Part Fr Description of pavment agreements hased on pavent equity instruments for
further details.

Ltem 110 — Revaluation reserves throngh other comprehensive income

11LY Oilier comprehensive income revafustion reserve 31 December 2019 31 December 2018

€ £

At § January 110.054) 132246
Chage in fair vahue of financials assets st air value through alber compreliensive icohie

« furameials assers al fur value theough other sompreheizive icome Y1, 15% (140,368}

- hedge (14, 152) 116,264)

Movernent in deferved tax {9,620} 20,329

Al 31 December YAy (10,054)

The revaluation reserve through the other comprehensive income mavement represents the fair value movements
in financial assets at fair value through ather comprehensive income and includes the removal of any fair value
mavement refated to any disposals during the financial year,

Item 140 — Reserves

140.1 Rescrves 3 December 2019 31 December 2018
1000 €040

a) Capital comtr ibutive 753 418 753,419

b} CRbier reserves 45 R0O2 43,8072

¢} Profil and Loss Account al start of financial vear 168,717 f43.6 6

d} Dividend paid {41,500) (23,5003

g} Met profi for the financiy period 32,225 43,692
458,663 967,938

Item 160 — Ixsued CCapital

1,1 Authorised 3 Pagember 2014 3t December 2013
1,342, 118,650 (31 Decemnber 2018 . 1,343, 118,650) ordmury shares of one Euro eagh 1,343,119 1,343,119
1.343,11¢ 1,343,119

Exsviedl nnd patid wp

1,343, 118,050 {31 Deconber 2018 1,345, 118.650) oeditary shares of one Burg each 143,119 LML
1,343,118 1,43, 11%

The Bank’'s capital adequacy and capital resources are managed and monitored in accordance with the regulatory
capital requirements of the Central Bank of Ireland. The Bank must at all times monitor and demonstrate the
compliatce with the relevant regulatory capital requirements of the Central Bank of Ireland. The Bapk has putin
place processes and controls to monitor and manage the Bank’s capital adequacy and no breaches were reported
1o the Central Bank of lreland during the financial year.
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160.3 Regpulatery own funds

31 December 2017

A1 Dogem bor 2018

Common Equity Tier T Own Funds

Paid up ardmary zhare coapitat ~ I-uniw Tier [ 1,343,119 1,343,119
Cupitl eontrbution — Egquity Tier | 153910 753,419
Revenue reserves = Eguity Tin [ a4 519 19:4,378
Dividend {41,500} (23,300)
Firh Provision Shotdal — Deduciion Lquity Tier § (146} {724)
Accupostaled other comrelieis ve e ome 57327 {10,054}
Addinal Valoe Adustment {128} (210}
Intiangible Assetd £ 0] 1,445}
Esweeas of dedustion from Additional Tier b itens - .
Oiher Trangiticnal Adjustments to CRETL . hd
Fotal Commaon Fywity Ve § Own Fands 2,328,789 2,254,033
Additionnl Tier I Own Funds

‘Fier IE ('wn Funds

Subordmated deposn = Frer 11 = Grandlithered 200, 000
Chbwer trimsivonat adisiments to Fher 1E Coprivad - v
‘Trtak Vier 1T Ovn Funds - 20, M
Tatyl Qwn Fynda 2,325,789 2,454,933

Roecone tiation hetween Own Funds and Sharehilders " Equiiy

31 Dacern bav 2ot

3| Decemhber 208

Totut Shareholders' Equity

2,358,104

ZoMEINIR

{Met Prufit of the Francnd period} (32,22%) 143.002)
(Filwerad Acowtwlied othue somprehensive swome} - "

{Deductions and Adjustmems} {1,0u5) (2,377}
Ther B Capitat - 200,000
Trtal Owi Funds 1,325,754 2,454,933
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The above Own Funds are computed in accordance with the EU Capital Requirements Regulation 575/2013.

UniCredit Bank Ireland received from the European Central Bank ({ ECB') the joint risk assessment decision that
defined UniCredit Bank lreland prudential requirements on the basis of Article 16 EU Regulation 1024/2013 and
it stated a minimum Total Supervisory Capital Ratio of 8.0% for 2019 (201 8: 8.0%). The Bank received
confirmation from the ECB that the SREP excess requirement for 2019 was 0% (2018: 0%).

The Total Capital Ratio at 31 December 2019 is 121.65% {31 December 2018 74.38%5).

The Commaon Equity Tier I ratio at 31 December 201905 121.65% (3| December 201 8: 68.32%).
In relation to the Intangible Assets, they were fully deducted against the CET 1.

[n refation to the shortfall of Provision against the Internal Ratings Based Expected L.oss, it was entirely deducted
against CET L,

The Fully Loaded CET! and Fully Loaded Total Capital ratios as at 31 December 2019 are 121.63% (31
December 2018 68.329%).

Rased on the ECB recommendation letter dated 8 December 2016, UniCredit Bank Ireland 15 advised to consider
fully louded total capital ratio when establishing a dividend distribution policy.

As per the ECE letter dated 2 December 2019 relating to SREP, the Bank is required to keep a Tutal Supervisory
Capital Ratio of at least §.0%.

From 1 fanuary 2019 the Bank is required to calculate a capital conservation buffer of 2.5% of Total Risk
Exposures. This capital buffer amounts to €48m as at 31 December 2019.
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Since [ January 2016 the Bank has also been required to calculate a countercycelical capital buffer requirement
based on the weighted average of the buffer rates that apply in the countries where the bank has credit exposures,
This capital buffer far 2019 is zero.
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Part C: Income Statement Notes

Itesn 1O = Intevest incote and sithilar revenues

184 Trterest and vimilar income ariving on; 3 Mecember 2014 3F Trerember 2iH 4
€000 €00

Financhat assels mandatordy at Tair value 1 497 23,364
Financial assots at Fair volse through siher compeehensve income LR 140y 254
Flnan il a3a60s Al aanutisod cost H1,d14 79, 787
et dugeld 37 55
Erteront dncome on Trading Derivatives 2 i 12,820
Intoivsl incaie o Fledping Derivatives oR fi53 118,278
Irtorgsingone on Fliaagl Lialihes 35,008 AL 5 1E

FAER T 37,070

OF which Intercompany:
yue from parent company aed fellow subsidiaries 50,518 62,964

Total interest income caleulated using the effective interest rate method is negative €124 million (31 December
2018 nepative €172 million).

Nem 28 = Interest expense and similar churges

Mt Dsnepest oxpeade and gimilar tharged aciaing ont 31 frecember THY 31 December 2008
£ 004 ' 03D

Einane b labllinies a1 amolised ¢osl [ERNEXD] (T, 194)
Other kabiires (15) 1144}
Injerear expeige heduiy e ——— . [1gd,701) {226, 266]
Interear expenge on Tyading (erivrtives (3.818) (13871}
Intecest expense on finangial Asgets {6 629) {6,542}
{224,736) {31053}

01 which Ialercompany:
Duw o parenl compiny end fellow subsidiaries (2449.90%) (2746,513)

Total interest expense caleulated using the effective interest rate method is positive €1 million (31 December
201{8: positive €7 million). Included in financial liabilities at amortised cost is interest expense of €0.04 miilion
related to lease liabilities.

Ttem 40, 50 and 64 - Fee and commission income and expense

40,1 Fees and commissinn income 3 December 201% M Deceniber 2014
€000 Ll

Cluerantee faea - -

Gf which Intercompany:
Due from parent company 2nd fellow subsidioriss . "

54| ¢
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1.1 Fees and commixsion expense 3 December 2019 M December 18016
£ 00l €000

Brokersge and management feen {302) 1439}
Ciyprantee faeg (%31 [2.438)
Socuriigy Borsow iy (45,R82) 13 048y
Other fees [945) (874)
{9,060} {4, 786)

f which Jntersampiny:

Dhue 1o parant company dnd fellow subsidiarig {7.496%) {4.175)
6.t Net fees wnd commissions 31 drecember 2019 3 Pecember 2018
L1404 €040
Mo fees and commissions (KAL) {5,7848)
{9,060) (5, 786)

Ttem 84 — Gadns/(tosses) on fodoclal assets and liabilities held for frading

K.l Gainsfflesses) an fnancial asects and labilithes held for trading 3 December 2019 M Deceinber 2018
01 €080

Trading gains/{loxses) (D20} 13,781
Toreigr currency translation [fasses) {205} {53%)
(1,115) 13.242

U which Intereningany.
Due fiom purent company snd fellow subsidiorics {1.926) [ EAYA

Trading gains/ (losses) are related to fair value movement of derivatives which are not part of any hedge
accounting relationship,

Item 9¢ = Fair value adjustments in hedge accounting

ftl Fair Value adjustinent 3 December 319 3 frevember 2008
€000 E'oan
Fair value adjusiment on hedging derivatives 29 534 113,745

[Fair value sdjusiment relating to hedped items
- 001 Hedge {13,354 (130,533}
» Non-QC1 Hedge 154 14,788
(419} {1.022)

Item LOG — Gains/(lnsses) on disposal of:

1nt.t Grinx/{losses) on dispasal of: 31 Degemnber 2049 M December 2018
£ 160 £ g

#) Nivaninl us 618 4i o irriged cost 913 G446

b)Y (insneisls afsats ar fae value iroweh oty gomprahensive incame 14,355 15582

¢} Ginmneral liabilitiox ot amorised gosr (2.568} 1747)
8,720 15,41}

O which Intmeom pany:
Due from parent ¢ompany and Lellow subghboricy {2,573) 646
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Item E10 — Gains/{losses) on:

10 Galns/losses) an:

A Decembir 2017

3 Decenber 2018

€an £
) Financial assete/liabiliries designared al fair value shrosgh profit or doss - u
n) financtal assets mandatorily at fair value AT (13.11'}1)
317 (23,X62)
Of which Intercompany:
Due from parent company and fellow subsidiasries {TT%) (2,922)

Ttem 130 - Lingatement {(provisions)/write-back

130.] Inpaiement (rovisions )/wreite-back on

31 Deeemher XY

M December 2018

€000 £ 000
Ak hneinl gasota al amoniised ¢ o I, 344 1,653
) finangial pagets bt value thiowgh other gom prehengive ineom ¢ G8% 142i)
G1 thel trangactiong . -

3.033 LX)

Net impairment write backs of €3.0 million on financial assets have heen recorded in 2019 (31 December 20138:
€0.8 million) mainky due o the maturity/call of debt securities which resulted in a write-back of approximately
€1.9 million and a lower Probability of Default “PL¥' attributed to Parent Company UniCredit S.p.A. and

sovereign positions which resulted in a combined write-back of approximately

Item 160 — Administrative costs

€1.1 milion.

160)  Administrative coxis

31 December 2017

31 Dby 2048

£EIM} €1
1) Brall exponsos B {d,163) {4,77)
Wages and anlaries {3,647 (3,31%)
Socil security casts (317y {152}
Pension ¢osts (199) {212)
b} Cther sdministrative expenyes (10,300) 10,5923
Totad Admindstrative cisig i 14,469) {13,671}

3 December 10L%

31 Decenber 2004

Awditor's Remune ration excluding VAT {included in other administrative cxpenses} £ 1001} €000
Stalutory Audi [tR1] (115)
Ciher adauianee services [15) §43)

[15%) (159)

The increase in other administrative expenses was driven by an increase in banking levies during the year,

Inctuded in other administrative costs are banking levies totalling €7.5 mitlion (31 December 201 8: €6.5 million).

Also included in other administrative costs are information, comumunications and technology (“tCT™) related costs

totalling €1.3 million (31 December 2018: €1.4 mitlion). Also included in other administrative costs are
professional services relared costs totalling €0.6 million (31 December 2018: €0.4 mitlion).

The number of people employed directly by the Company at the end of the year 1s 27 (31 December 2018: 28),

The average number of employees for the financial year was 28 {31 December

There were no other assurance or tax services provided by the auditors during the finaneial year,
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Included in staff expenses are costs of €0.3 million refated to Equity-Settled and Cash-Settled Share Based
Payments. Refer to Part F: Description of pavment agreements based on puarent equity instruments for fusther
details.

Staff costs that have been capitalized during the year were nil (31 December 2018: nil), Staff costs previously
capitalized of €0.15 million were expensed during the year (31 December 2018: €0,15).

Ttem 180 - Pepreciation on property, plant and cquipment

FADA Lient 21H0 — Dhogrd ebation oo praperty, plani and equipment Al December IG1Y 31 Drecember 2018
LT £ 00D
Plaproslation on progeity, glant and squinn et [CE2A] {9%)
af whivh: deprecintion vn right af wiv aser faag) -
{4212) {43}

Ttem 190 - Amoriisation of intangible assets

L Ttews 2RO — Amortisation of indangible assely 31 Becember 2014 3} December 2iHA
€00 €roan

Amoriisation of intasgible nssets {3837) (1.07%)

{837} {1,074y

Item 204 — Other aperating income

2001 Tyewm 3H) — Other nperating incom ¢ 31 Desgmber 2018 3 December 2017
£ ) £'000

VI Gperaling g e 224 341

124 341

Other operating income of €0.3 million (31 December 2018: €0.3 million) relates to services provided to the ex-
Pionecr entities.

Hem 276 — Tax expense

2001 3y Irecember 2019 M Decemher 1138
Tax gexpenge) ncom e relited o profit oc boss from continuing operativng £ E7008
Current lax [cluryge) i4,538) {G,305)
Adudlments in respect of provious {nsheisl years &) i
{4,647} (6,308)
Trofit befors lax 46871 50,000
Tax caboulated at o tax rate of 12.5% (3] December 2018, 12.5%) {4,600 {6,230
fiffects af:
Trisndlowable ilems 16} {1R)
ATawalle deduchons i4 1
Deferred tax expense {income) « -
Idepreciatian in excess of eapital allowances {28y (28)
Taa rehief argouree charge 1oy (101
Adjusunenia in evkpect of previens finaneial years (4 (1)
[ncome tax (churge) (1,647} LB, 50
571 ¥
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Part E: Information on risks and hedging policies

Section 1 Introduction

UniCredit Bank Ireland p.] ¢ is responsible for the management of its own risks and it has consequently set up
processes to properly set the Risk Appetite and the associated data collection, risk measurement and reporting,
both for local capital adequacy assessment and at a consolidated level.

The role of the Risk Management function in this context is to design and oversee the Bank’s Internal Capital
Adequacy Assessment Process “{CAAP” framework, undertaking the following activities:

identifying which of the Bank’s risks are within the scope of the [CAAP;
designing the structure and key constituents of the risk appetite statement, which also includes developing
a process that aligns the business and risk strategy of the bank by linking the Risk Appetite 2020, Budget
2020 and Muiti Year Plan 2010-2023; and

- ensuring the local ICAAP framework and its constituent processes and methodologies are hoth
appropriate to local business model requirernents (according to the proportionality principal) and
consistent with Group 1CAAYP to altow for consolidated reporting and monitoring and highlight any
differences that might exist.

The Bank defines Risk Appetite as the variability in results and/or position, on both a short and a long term,
which the Bank and its senior executives are prepared to accept in support of a stated strategy. The aim is not to
prevent risk taking, but ro pursue the execution of the Bank's articulated strategy in a manner that is consistent
with the level of risk tolerance set by the Board. In setting the level of Risk Appetite acceptable 1o the Bank, the
Board will take into account factors such as conditions with market environment and regulatory practices, both
current and future,

Section 2 Credit Risk general aspects

The Company takes ott exposute to credit risk, which is the risk that a counterparty will be unable to pay amounts
in full when due, In the course of its credit business activities the Company is exposed to the risk that an
unexpected change in & counterparty's creditworthiness may generate a cotresponding unexpected change in the
value of the aszociated credit exposure and may thus result in a partial or full write-off.

The main reasons tor a default lie in the borrower's lacking the autonomous ability to service and repay the debt
{due to a lack of liquidity, insolvency, ete.), as well as the occurrence of events that are affecting the debtor’s
operating and financial conditian, such as country risk or the impact of operational risk. Other banking operations,
in addition to traditional lending and deposit activities, can expose the Company to ather eredit risks, For
example, 'non-traditional’ eredit risk may arise from:

- entering into derivative contracis;
- purchasing and selling securities, futures, currencies or commaodities;
- holding third-party secarities,

The counterpariies in these transactions or issuers of securities held by the Company could default as a result of
insolvency, political and economic events, lack of liquidity, operating problems or gther reasons. Defaults of &
large number of transactions, or one or more large transactions, could have a material adverse impact on the
Clompany’s operations, financial condition and operating results. The Company thereforg monitors and manages
the specific risk of each counterparty as well as the overall risk of loan portfolios through procedures, structures
and rules that steer, povern and standardise the assessment and management of credit risk, in line with the Group
principles and best praciice, also aimed to extend their effectivencss to all phases of the ceonomic cyele,
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The Company seeks to minimise credit risk through sound risk management practices, Long term profitability is
dependent on the accurate assessment and classification of credit risk, The pricing of eredit services must
therefore reflect the level of credit risk inherent in proposed credit facilities. UniCredit Bank Ireland p.lc. is also
committed to the eatly identification of potential credit problems. Early identification alTords greater flexibility in
maximising recovery and minimising additional risk and losses.

The Corpany manages the levels of credit risk it undertakes by maintaining a credit manageiment system
invalving delegated approval authority levels and credit procedures, the objective of which is to build and
maintain risk asset portfolios of high quality. Limits are placed on the amount of risk accepted in relation to one
counterparty, o group of counterpactics, and to industry sectors.

On an annual basis, an Investment Plan and 2 Funding Plan are presented to the * Asset and Liability Committee”
{ALCO} for approval and are subgequently approved by the Board of Directors as part of the Budget. Then,
individual credit limits within the scope of the Plans are proposed to the Credit Commitiee comprised of the
Managing Director, the Chief Risk Officer and the Chief Financial Officer, Credit proposals outside of the Plans
may atso be considered by the Credit Conunittee on an exceptional basis and subject to certain limitations,

UniCredit Bank Irefand p.l.c. grades all its assets on an annual basis or mote frequently in case of risk
deterioration, o ensure that potential and well defined credit weaknesses associated with the assets are identified
and monitored on a timely basis, The current UniCredit Group risk grading framework for Group Wide banks and
for Sovereigns consists of eighteen and seventeen grades respectively. reflecting varying degrees of risk of default
and the availability of collateral or other credit risk mitigation,

Ciroup Wide Bank Rating Scale

Rating scale | S&F | PDaverage - | PD min " o L PD max

Bl AAA 0.00334% 0.00000% 0.00631%

B2 AAL T 0.01192% 0.00631% 0.02251%
B3 AA 0.04250% 0.023351% 0.04923%

B4 AA- 0.05703% 0.04971% 0.06606%

BS At 0.07052% 0.06606%0 0.08864% ;
B6 A 0.10267%% 0.08864% 0.11687%

B7 A- 0.13303% 0.11687%% 0.15143%

B3 BEB+ 0.17236% 0.15143% 0.19620%

BY BBB 0.22332% 0.19620% 0.29297%

B10 BBB- 0.38433% 0.20397% 0.50418%

B1l BR+ 0.66140% 0.50418% 0.86766%

B2 B3 |.13824% 0.867066% 1.42179%

BI3 BB- 1.77598%, 1.42179% 2.21840%

B4 B+ 2.77104% 2.71840% 3.46134%

BIs B 432361% 346134% | 6.40283%

Bl6 B- 9.48194% 6.40283% 14.04180%

B17 C/ICCC 20.79449% 14.04180% 99.99990%

B18 Default "100.0000% 100.0000% 100.0000%
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Group Wide Sovereign Rating 3cale

PD; . [ppaverage
51 AAA 0.00000%; 0.00041% 0.0001 5%
52 A A+ 0.00041% 0.0031 2% 0.0011 3%
53 AA (.0031 294 0.010929%% 0.00859%
54 A A 0.01092% 0.01769% 0.01390%
55 At 0.01769% 0.02863%% 0.02250%
56 A 0.02863%4 0.04674% K.03643%
57 A~ 0.04674% 0.07694% K0.05997%,
S8 BEE1 0.07694% 0. 12665% 10.09871%
59 BBEB 0.12665% 0.20361% 0. [624%%%
510 BBR- 0.20361% 0.31966% I0.25512%
Sl BB+ 0.31966% 0.50188% 0.40054%;
512 BB 0.50188% 0.74185% 0.62885%
913 BI3- 0,741 85%, 1.0323949% 0 87514%
514 3+ 1.03239% 1.43672% 1.21789%
515 |£3 1.43672% 1.63638% 1.69480%
516 f3- 3.63638% 16.73938% |7.80107%
S17 CCC 16.73938% 99.99000%, [35.91484%

As part of its credit risk management strategy, the Risk department conducts periodic reviews of all credit
facilities to ensure that significant trends are promptly identified and that borrowers and potential borrowers are
able to meet interest and capital repayment obligations. The components of this comprehensive portfolio
monitoring program are twofold. The first comprises periodic review of individual credit transactions, The second
comprises review of all eredit facilities in the aggrepate.

Aspects which are monitored as part of the portfolio monitoring process include:

- the geopraphic distribution and industry exposure of the portfolio;

- other significant portfolio concentrations, inchiding credit facilities 1o one borrower,
- the level of delinquencies, non-performing assets and debl restructurings;

- the level of charge-off and recoveries.

The credit policies and procedures are reviewed periodicatly by (1) the Credit and Risk Committee, and (2) by the
Board of Directors. The Credit and Structured Finance Department and the Risk Department at UniCredit Bank
frefand p.Lec. are responsible for the development and maintenance of the Credit policies subject to the final
approval of the Board.

The Risk Management funciion is responsible for the credit risk reporting at portfolio level, producing reports
both recurring and specific (on demand of Senior Management or external entities, ¢.g. regulators or rating
agencies). Credit portfolio performance is analysed with reference to its main risk drivers (such as growth and
risk indicators} customer segments, industrial sectors, regions, and impaired credits performance and related
coverage,

Country risk is the risk of losses cansed by events identified at country level and not at level of specific
transaction, counierparty or counterparty group. It is therefore a collection of risks that mainly includes sovereign
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risk, transfer and convertibility risk, detivery risk, risk related business environment and jurisdiction, political an
geopotitival risk, and economic risk, Country risk is primarily managed by determining the appropriate group-
wide maximum risk levels that can be assumed by the Legal Entities belonging to the Group towards all
counterparties {(soveraigns, government entities, bartks, financial institutions, corporate customers, ete.) residing
it or related to the country for cross-border transactions (from the standpoint of the Entity providing the loan),

Country risk management processes are mainly concentrated at UniCredit Group level in terms of both
mcthodological aspects and the decision-making process, in order to ensure a uniform assessment and monitoring
approach, particularly for the rating assignment, PI2 (probability of default) and LGD (loss given default), as well
as contral of risk concentration.

The Country rating assignment (both in terms of PD and LGD) is performed by using the specific internal rating
model, The analysis, focused on both qualitative and quantitative factors, is an integral part of the rating
calculation process.

The key objective of the reporting and imonitaring of the credit portfolio is to detect any signs of deterioration
and, therefore, to take appropriate corrective action by analysing the main compaonents of credit risk such as EAD
{Exposure to Default), EL {Expecled Loss), Migration, Risk Cost, ete,

Section 3 Risk management organisation, processes and key functions in applying the ECL approach
UniCredit Banking Group, with reference to the Loan Loss Provision process, has the following responsibility;

- for Performing sxposures, to define the UniCredit Group goidelines in terms of:
o impairment wethedological Rules in line with the 1FRS 9 Standards;
o expected credit loss measurernent;
o definition of the Transfer logic criteria qualifying the event of significant deterioration in credit
risk, either in terms of quantitative and additional criteria for the Stage allocation,

~  For Non Performing exposures to define the UniCredit Group guidelines in terms of:
o identifteation in line with the most recent Defaylt definition as per CRR Article 178, necessary
adjustments in case of impairment,
o individual and collective assessment for the non performing exposures and POCI treatment

The UniCredit Group Credit Risk Function is responsible for the ECL calculation on the Bank’s eligible assets.

As the Company invests in Group wide portfolios, several tasks related to the ECL calculation process are
performed at group fevel in accordance with Group goidelines on the Loan Loss Provisioning process under IFRS
9, such as:

- development and mainteriance of the methodologies for estimating the Loan Loss Provisions;
- parameterization for the risk parameters and transfer logic for group wide portfolios;
- performance of tnternal back testing activities, at Group level, on systems for measuring Expected Loss,

Section 4 Measurement method for expected losses
The Credit Risk processes described in the previous paragraphs are also the basis for the caleulation of

impairment of Loans and debt sceuritics classified as financial assets at amortized cost, financial assets at fair
value through comprehensive income and refevant off-balance sheet exposures as required by IFRS9,
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In order to meet the requirements of the standard, the Company leverages specific models that have been
developed at Group ievel to calculate expected foss based on PD, LGD and EAD parameters, used for regulatory
purposes and adjusted in order to ensure consistency with accounting regulations.

For this purpose the calculation of impairment in accordance with expecled credit tosses is based on two main
pillars:

- the stage allocation of the credit exposure;
- the associated caloulation of expected credit loss,

In UniCredit Group the Stage allocation is based on a combination of relative and absolute etements. The main
elements are:

comparisan, for each transaction, between PD as measured at the time of origination and PLY as at the
reporting date, both calculated according to internal models, through thresholds set in such a way as to
consider all key variables of each transaction that can affect the bank’s expectation of P12 changes over
tirne (e.g. age, maturity, PP level at the time of origination);

absolute elements such as the backstops required by law {e.g. 30 days past-duc);

additional internal evidence, including renegotiations of financial instruments due to financial difficulties
met by the counterpart (i.e. Forborne classification).

With regard to debt securities, the Group is opting for application of the low credit risk exemption on investment
grade securities, in full compliance with the accounting standsrd.

The outcome of the stage allocation is the classification of credit exposure in stage 1, stage 2 or stage 3 according
to their absolute or relative credit quality with respect to initial disbursement. Specifically:

- Swage 1t includes (i) newly issued or acquired credit exposures, (i) exposures for which credit risk has
not significantly deteriorated since initial recognition, {iil) exposures having low credit risk (fow credit
risk exemption);

- Stage 2! includes credit exposures that, although performing, have seet their credit risk significantly
deteriorating sinee initial recognition;

- Stage 3: includes impaired credit exposures.

The outcome of Stage allocation drives the caleutation of impairment. In fact, for exposures in stage 1,
impairment is equal to the expected loss caleutated over a time horizon of up to one year.

For exposures in stages 2 or 3, impairment is equal to the expected loss calculated over a time horizon
corresponding to the entire life of the exposure.

As at 31 December 2019 the Company only had Stage 1 exposures (31 Decergber 2018: The Company only had
Stage | exposures),

The Stage Allocation model is tested at each reporting date; in order 1o timely capture both significant
deterioration and its reverse in a symmetric way so to correctly allocate each transaction within the proper stage
and refated expected loss calculation model.

With reference to the caloulation of expected credit loss, please note that this amount is based on PD, LGD and

EAD parameters adjusted, starting {rom the parameters used for regulatory purposes, in order fo ensure

62| Payge

Annual KReport & Financial Statements Financial Year Ended 31 Pecember 2019

E-MARKET
SDIR

CERTIFIED I



consistency with accounting regulation. The main adjustiments performed to the parameters used for regulatory
purposes include those adjustments needed to arrive at the calculation of a point-in-time and forward-looking
expected credit loss as well as those needed to include multiple scenarios.

Section 5§ Paromelters and risk definitions used for calculuting value adjustments and stage
allocations

The Group has developed specific models for caleulating the expeeted loss; such madels are based on the
parameters of PD, LGD and EAD and on the effective interest rate. In particular;

- the P (Probability of Default), represents the probability of occurrence of an event of default of the
credit exposure, in a defined time lag (i.c. 1 year);

- the LGD (Loss Given Default), represents the percentage of the estimated loss, and thus the expected rate
of recovery, at the date of occurrence of the default event of the credil exposure;

- the EAD {Exposure ot Default), represents the measure of the exposure at the time of the event of default
of the credit expasure;

- the Effective interest rate is the discount rate that expresses of the time value of money.

Such parameters are caloulated starting from the corresponding parameters used for regulatory purposes, with
specific adjustments in order io ensure consistency between accounting and regulatory treatment despite different
regulatory requirements.

The main adjustments aimed at:

- removing conservatism required for regulatory purposes;

- introducing “point-in-time” adjustments to replace “through-the-cycle™ adjustments required for
regulatory purposes;
including “forward looking™ information;
extending credit risk parameters to a multi-year perspective.

With reference to lifetime PD, through-the-cycle PD curves obtained by adjusting observed cumulated default
rates were calibrated in order to reflect point-in-time and forward-looking forecasts on portfolio default rates.
Recovery rate incorporated into through-the-cycle LGD was adjusted in order to remove conservatism and to
reflect the most updated trend of recovery rates as well as expectations about future trends discounted al effective
interest rate or at its best approximation.

The lifetime EAD has been obtained by extending the 1 year regulatory or managerial medel, removing margin of
conservatism and including expectation about future drawing levels.

With reference to the quantitative component of the mode! for stage alloation, the Group has adopted a statistical
approach based on a quantiles regression whose abjective is to defing a threshold in terms of maximum variation
acceptable between the D at the time of origination and the PD assessed at the reporting date. The variable
abjective of the repressive model is thus the change between the PD al the reporting date compared to the one at
the date of origination while the explicative variables are factors such as the age of the transaction, the PD at the
date of origination, etc.

A key camponent of the model is the definition of the quantile that identifies the amount of Stage 2 expected on
average in the long-run and that affects the deterimination of the threshold of change in PIJ after which the
transaction is classified in Stage 2. The average quantile in the long run is determined based on the expected
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average of deterioration of the portfolio determined by the rate of defhults as in any other deterioration stage (i.c.
30 days past due).

The amount of exposures classified in Stage 2 at each reporting date will be around the quantile identified for the
long run based on the economic conditions at the time and on the future expectations about the evolution of the
¢eonomic cycle.

With reference to Stage 3, it should be noted that it includes impaired exposures corresponding to the aggregate
Non-TPerforming Exposures as ITS EBA (EBAATS /2013/03/revi 7/24/2014), in accordance with Banca dItalia
rules, defined in Circular No.272 of 30 July 2008 and subsequent updates.

In particular EBA has defined as “Non-Performing™ the exposures that meet one or both of the following criteria:

- material exposures with more than 90 days past duc;

- exposures for which the bank values that s unlikely that the debtor would pay in full his credit
obligations without recurring to enforeement and

- realisation of collaterals, regardless of past due exposures and the number of days the exposure i3 past
due,

The expected credit loss either one year or lifetime depending on the stage considers “forward looking™
information and macroeconomic forecasts under the baseline scenario through a direct adjustment of the credit
risk parameters while the multiple scenarios effect is captured through the application of an overlay factor directly
applied to the portlolio expected credit loss,

The process defined to include macroeconamic scenarios is fully consistent with macrocconomic forecast
processes used by the Group for additional risk management objectives (as for example processes adopted to
caleulate expected credit losses from macroeconomic forecasts based on EBA siress test and ICAAT Framework}
and also takes advantage of independent UniCredit Research function. The starting point is therefore fully aligned
while the application is differentiated in order to comply with different requirements using internal scenarios.

UniCredit Group has opted for the low credit risk exemption for (and only for) debt sccurities within the scope of
IFRS 9 financial instruments (i.e., debt securities recorded at amortized cost (AC) or at fair value through other
comprehensive income (FVOCEH).

In order to perform stage aliocation on debt securities, the Bank is required to identify the unit of account. The
unit of aceount has been defined as the Tranche level, which means that if the Bank buys the same security at 2
different points in time, each position would need to be individually assessed for stage allocation.

Upon the application of the fow credit risk exemption for debt securities, however, even if the Bank buys the
same security at 2 different points in dme, the stage allocation will be first of all assessed at security code jevel
{i.e. ISIN code/Linit of Account Jevel). At the same time also LLP will be caleulated on aggregated level, based
on the averapge price used for carrying value calculation.

The stage allocatian approach for debt securities requires assessing whether the debt security is investment grade
or not,

¥ the debt security is lnvestment Grade, then all the positions shall be allocated in Stage 1.
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Ifthe debt security is Not lnvestment (Grade, considering that the legacy system which manages debt securities
may not be the same across all Legal Entities in the Group, with a different granularity level of information
available, the Bank must assess its local capacity to apply the “regular” Transfer Logic approach applied te Loans
perimeler (on rated portfolio). [n particular:

a} itthe Bank, given its current local legacy systern and data availability, can retrieve and distinguish the
inception date and the inception PD of each tranche, then the Bank shall apply for these debt seurities
the “regular’” Transfer Logic applied on Joans, assessed at single Transaction level;

b} if, given its current local legacy system and data availability, cannot retrieve and distinguish the PD at
inception by each tranche, but it"s able to statistically demonstrate that in the majority of cases the
tranches for each debt security (at security code fevel) are purchased within a short time framne, so that
they all have almost the same inception PD, the Bank is allowed to apply the “regular” Transfer Logic
applied on loans, but assesscd at Security Code level (instead of at Tranche level);

¢} if, given its current local legacy systeim and data availability, cannot apply neither of the two Cases
described above, then all the pasitions shall be allocated in Stage 2;

Option c} is the one currently appiied within the model used by the Bank.

When applying the low credit risk exemption, it should be highlighted that in case the Bank has already assessed
through group internal rating models the riskiness (rating/PD) of the security counterpart {issuer), the Bank will
use the internatly measured PI2 mapped into the Group Master-Scale (o assess the Stage allocation. On ihe other
hand, if an internal rating is not available, the Bank will use the one available and provided by external agencies.

Section 6 Credit Risk tables

The below table shows the Bank's credit exposure broken down by industry:

3) Drecember 2019 Expoxure brok

et down by Indusiry
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Industry ““Loanyand] 0 Cash shd easl] - Flnancialj “Financial assets| Berivativey and] - Total
e receivabios with] * balances and Lowan} 0 mssets] oo faicvaloel o Weldfer] o
; A receivables with]  muddatarily] - through other Trading
‘hamksf ie| comprehenyive]
% i, income
2,000 . £,000
Ravereiyn 2,708,044 . - 4 %05,512 - 7.613,578
Stagee 4 impeivmeat (d47) u “ " - {447
Agge! backed securities - - 19,73% " " 29,719
Stergre [ inipedrnemt + - - - - u
Finongial Ti§, 2045 - - 192,052 g GA0.347
oo pranies Envestinunt banks
Ntage 1impairment {I87) - - . . (387)
[nsurance . - n - " u
Stage ) fimpaioment - - u - - -
t]uniu:!pu]s."ﬂther Creneral _ ) . 175 566 ] 175,566
Gravernnent
Siatge D impaihoeits - - B . - -
Leasing companicy " - - P . -
Stage [ impairment - - - - -
Hanks = 2,534,742 - TaL 02 17,033 1 285387
Stage Flmpatement (§75) (8733
Non-Finane tal - R - - - “
Stagre | imparnnaart - . u - - -
Tatal 3,435,507 1,525,877 10,734 5,994,152 37,6331 11,011,708
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Industry Lagus. and aneial gasets] Derivatives and]
o ubles 'w wSobevalie| oo
| ongh uther,
compi‘chéixg!vn

- iegme T
: Cg,000 M
Soversipn - B . T3 0052 n 7.042,032
Staey ] impcrment - - B " B -
Asset backed securitics - . TE 62 " - 8642
Stage [ impamrment - n - - - -
Financind ) y "
companics/Tnvestinent banks 1,669,382 - - 143,224 u L 862,606
Sagae 1 immrinment (1,087} - - - = {1, 0M3)
[Eanean 45,002 - - - - 45002
Sage | ntpiemunt {78} - - - A {7}
]\:'lurum]mlréfﬂtlu:r Cieneral B } . 17 876 . 176,836
Covernment
Nrere T imgnnierient - - - u u w
Leasing companics - u u “ B N
Stape £ fnporment - P u n - n
Banks - 4,523,122 19.701 735,114 58,044 4,315 081
Neerge § dmperieniant . {4.843) - - - (2, 843)
MNon=I i il - - - - - -
Stenyee | dmpadrinent - - - - - u
Tatal 1,713,121 4,520,234 48,343 8,147,146 54,044 14,487,043

The total of the exposure broken down by industry table £12.0 billion (31 December 2018: €14.5 billion) is
represented it lines 10-50 of the Balance Sheet.

Included in the total amount of €12.0 billion (31 December 2018: €14.5 hition) for exposures broken down by
industry is an amount of €2.9 billion {31 December 2018: €5.0 bitlion) which is due from UniCredii Banking
Group.

There were no stage 2 impairment or stage 3 impairment exposures as at 31 Decamber 2019 and 31 December
2018

The below table shows the Bank's credit expasure broken down by counterparty’s country of residence:
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31 December 2039 Exposure breken down by geogrophical area

Geographiced sren : Loung anif nah audeash} f Derivatives and| . tud
B : ‘ ‘ & - feld for
Eurupeon Union Incloding: 3435507 1825 407 19,73% 5,084,152 31.633) 11,012,033
[reland - L10. 058 - - - 1100358
Stpe L impatement - - - - u "
Ttaly 2,057,439 1, 7RO, S04 19,150 PR 404 T ]34 645
Stage | hnparement LK} (473} - - - {1,688}
S pain TYH 500 " - 1,066,176 u 2,244,678
Srage  mpeirment {24) - = - - (2
Linited Kingdon: - - . 41,971 - 41,971
Niape | hmpairment - - u - "
Germuny - 607,303 - . 3220 612,531
.\'mgc H impzrr'r,un'ur - - - u u
Rest of Burope " 27614 - 1,830 k2 u 1,859,850
Stuge { onpairarind - - - - -
Nan L) - v - - - -
Stge ! fmpaininent - "
Morth Amverisn - H75 - - - R75
Stage 1 impairment - . n - - a
Tatal 3,435,507 2,525877 19,739 5.5904,1582 37,633 12,022,008

31 Decenther 2018 Exposure broken down by geographical arcn

Gepgraphicat wees . .. .Loans and]. . Cash and crsh| - Fieancini] Financiol sesetys) Derivatives and) - - Total
LU T receivables with] balances and Loans| L sasets] Coat fabewalue] o Helddor|
g tamers) and ) y throuph sther Frading
comprehensive S
. ;) income RN
) o ) S ) L . 1 "E,001 000
tmropean Unien Includme: 1,713,221 4,520,234 48,343 8,147,196 58,044] 14,487,043
Treland u 13,212 - - u 24212
Stoge { unprerent " - " - B b
ltnly 1,713 375 3,867,068 2R, 62 ER] W 3R.044] 9,568 304
Sty 1 impuirment (4,163 {2 RN3) - - - (4. 046)
Sjanin - u " 2331804 - 2,333,809
Stuge | bpctivinent - - - - - -
Linired Kingdaom 1,009 12,989 - 43,008 - 37,006
Stge 4 bapaivatesr - - n - - -
CEermany n 613,050 - w - 643,050
Ntegre [ imr.u:timu.'m - - - o - .
R vl Furope - 6,803 10 701 1,969,074 - 19945 578
Storge | impoirueit - - u - - -
Blon EL « n n - - -
Stoger 1 irygreirment " - " - - u
Morth America - - - - u -
dtage | impeirmen! - - - - - -
Totat 1,713,22t 4,520,239 48,343 B. 147,196 58,044 14,487,043

The total of the exposure broken down by geographical area table above €12.0 hillion (31 December 2018: €14.3
billion} is represented in Hnes 10456 of the Balance Sheet.

Included in the total amount of €12.0 billion (31 Pecember 2018; €14.5 billion) for expasure broken down by
geogtaphical area is an amount of €2.9 billon (31 December 2018: €5.0 billion} which is due from UniCredit

Banking Group,

There were no stage 2 impairment or stage 3 impairment exposures as at 31 December 2019 and 31 December
2018.
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The below table details the Bank’s credit exposure broken down by UniCredit Bank Ireland's internal credit grade
ratings.

The Banic applies a scale of ratings that comprises 7 rating categorics. Grades B1 — B9 correspond 10 AAA down
to BBE (i.e. investment grade levet of external rating categories), whereas rating categories Bl10to B18
correspond primarily to the sub-tnvestment grade level.

3 December 201% E

Rating category Financial wasets
ar foir value
through nther
nmprehensive
Jingame
1 .
Bl o 133 - - - 1,003,400 r 1,063,402
- ijup - w - - -
- Moh-pioup " - - 1,603,402 - 1,005,402
Stwre 1 impairment - - n - - -
B4 10 B - 137,000 9,710 a2, 43 37,633 6T 876
- Ciroap - - . " 37,633 27,633
- Mon-group - 137.661) 9,739 a2, 441 u B0, 243
Stage ! impairmort - - - - - -
B 1o RO 3,435,507 1,584,217 - i, 654,078 - 7.477,802
» (iraup 450 4154 2,380,000 - - - 2 836,458
- Won-gronp 2,983 483 3092 - [,654,07% 4,643 053
Sty 1 hmpaiemoent LAY r878) - - - (4, T
I 16 R12 " - - 2,673,829 " 1,673,829
- Ciroup - - - - - -
- Mon-growp - - - 2,673,819 r 2.073.829
Sragre | impesieoient u - - - -
B3 & RBld - - - “ - -
» (roup B " - - B M
« Mon-growp - - u " - -
Srge ! impairment - - - -
Bl5a R17 - - w n - -
- Muti-proup - - - . u
Stage 1 impaivessut - “ u - -
Uliirnted n - - - u n
(9 ('Irmlp - - w n - -
= Nen-gronp B B T - .
Stoge 1 impaiement . - " - - -
T gl 3,435,507 1,525,477 19,734 2,004,152 37,6331 1X.022.909
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31 Decembey 2018 Exposure broken down by rating catepory

Rating eategory "' " " Loons and} . Cashoand eash| . Financlal] . Financlal assets| Devivatives gndf . Total
PRRHPREIIE “Irocelvables with| balances ond Loans| . ussets| -t feir volue . Heid for
' . enstomers} and recelvables with| maondatorily] - through other| . heding
TR SO “at fair value) - comprohensive|
S L o] -
; R . o e EODRE AT I ALY
Bl 10 B3 - B " 1,017,220 - 1,017,220
- Giroup - M . - - R
- Non-group . - - i017,220 - 1,017, 2:2¢H
Stage £ onpoiercal o - - - u "
B4 10 B8 - 20,524 28,047 671,898 Sy, 124 118,558
 Ciroup - . " - 36,124 56,124
- Musegieoup - 20,854 28,642 672,898 - 722,434
Steayre ) impetivenchl - - - - - -
B7 10 B2 1,713,221 3,409,345 19,11 1,833,416 1,920  R,767,603
- Giroup A A0, 505 4,480,118 19,701, - 1.0200 4,952,244
- Nop-proup 1,363,579 22108 - 2533410 u 1,819,404
e 1 imparirneat (1 163) {2,883) - - n {4, 046)
14} 0 BEL - - - 5,923,662 m 3,023,662
- CGroup - u . n - -
n Buteproug - - " 3423 662 - 3,923,662
Stetee T inpusttinedi . - - - - -
B3 & B4 u n - - - .
- Group " - - - R ;
= Nop-grop - - - . - "
Neyree } r'n{pr:r'f'mr.rrr,' - - - " - -
1315w BLY - B N - - -
- Mon-group - w " - - B
Srge 1 ipoirment - - - - - -
Linrated m - - - - "
= Giropup - - - . n n
= Nosmgtop - - B B - -
Stuge [ impairment - - u - - -
Total L713,221 4,520,239 48,343 B, 147,190 S8,044) 14,487,043

The total of the exposure broken down by rating category above €12.0 billion (31 December 2018: €14.5 billion)
is represented in lines 10-50 of the Batance Sheet.

Included in the total amount of €12.0 billion {31 December 201 8: €14.5 billion) for exposure broken down by
pating category is an amount of €2.9 billion (3! December 2018: €5.0 billion) which is due from UniCredit

Banking Group.

There were no stage 2 impairment or stage 3 impairment exposures as at 31 December 2019 and 31 December
2018,

For details on derivatives please refer to the notes on derivalives which are included within the market risk note in
Part E: Information on risks and hedging policies Seetion 9 — Market Risk,
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Muaximum Credit Risk Exposure

FDecember:2019|31 December 2018
i S e ' 0o
Loans and receivables with customecs 3,435,507 1,713,221
Loans and receivables banks 2.525 877 4,520,239
Finangial assets mandatorily at faie value 29,739 48,343
Financisl pgsets at fair value through other comprehensive income 5,994 152 B. 147,196
Durivitives 37.633 38,044
Contingent liabilittes and commitments - -
12,022,909 14,487,043

Derivatives subject to Nelling arradgements and similar Agreements:
Amannts not set off on the Statement of Financial Position:

I T A <.} 31 December 2019
A'cmt'mtin'g elngaificntion: o RN
Fair Value:

Finaneisl assels held for trading 3,808
Hedping derivatives 31,824
Financial liabilities held for tradmp {5,002y
Hedging derivatives (684,626)
Coflareral held at amortized cost:

Loans and receivables with group banks (colateral related to gleared swaps) 12,000
Loats and receivables with proup banks (collateral velated to nop-clearcd swaps) 64,720
Mt ant o it 16,725

Derivatives subject to Nedting arcangements and similar Agreements:
Amounts not s¢t off on the Statement of Financial Position:

, ;] 131 Decen ber 2019
Accounting classifications: ' B €008
Fair Value:
Financial assats held for trading 2,206
Hedging derivatives 55,838
Financial liabiitics held for trading {1,318}
Hedzing derivatives (733.973)
Collateral held at amortised cost:
{.oans and receivables with group banks (eollateral related to cleared swaps) 71,000
{.oans and receivables with group banks (collateral related to non-cleared swaps) 613,050
Loans and receivables wilh non-proup banks (collateral related to non-cleared swaps) 12,984
Net amount (208)
LAEEFE

Annual Report & Financial Statements Financial Year Ended 31 Décember 2019



E-MARKET
SDIR

CERTIFIED I

Repo's subject to Netting areangements and similar Agreements:
Amounts not set off on the Seatement of Financial Poasitien:

31 December 2019
Repo's held a¢ mnortised cost:
Deposits from group banks {278,005}
Deposits from non-group banks (2,259.240)
Deposits from wofgroup customears (3.321,942)
Collateral held at amortised cost:
l.oans and receivables with group banks -
l_oans and receivables with non-group banks 170,884
Loans and receivables with non-group cusfomers 29.819
Met amount {5,058,484)

Repo's suhject to Nekting arrangements and similar Agreements:
Amounts nat set off on the Statement of Financial Position:

o s 8 Becember 018
Accounting classification; T IR TR Y 41111
Repo's held st amortised cost:

[2epasits from group bapks (1, 886,900)
[¥eposits from non-group banks (3,611,050)
[eposits from non-group cuslomers (3,402.275)
Collateral held at amortised cost:

Loany and recetvebies wilh group banks 1,740

Loans and recewvebles with non-group banks 6,803

Loans and recewables wilh nonsgroup customers 129,031

Deposits from non-group banks (H,391)
Deposits from non=group customers (11,315)
Net smount (8,772,364)

The Bank has in place netting agreements with major counterparties in order to mitigate the Counterparty Risk for
both Credit Risk and Regulatory purposes.

Within treasury operations the Bank employs bi-lateral close out netting agreements (ISDA netting agreements
and some Credit Support Annexes) for its OTC derivative trading activity and Global Master Repo Agresments
“GMRA’ for its repo and reverse repo trades. As at 31 December 2019 and 31 December 2018 the Bank did not
have any reverse repo trades. The Bank did not hold any collateral as security or have any other ECL credit
enhancements in place as at 31 December 2019 and 31 December 2018,

Repo and reverse repo trades are market standard sale and repurchase agreements governed by a GMRA or
cleared through a central counterparty and governed by a clearing agrecment.

One counterparty agrees the sell and simultaneousky repurchase a security at a later date. The difference in the
proceeds received and paid representing the agreed cost of financing. All economic exposure 1o the underlying
securities remains with the repo setler (except in the event of default of the repo seller). The issuer of the security
is not party to the sale and repurchase agreement.
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Included in the fair value armount is asset itemn 20 a) financial assets held for tepding, asset item 30 hedging
derivatives, liability item 20 financial liabilities held for trading and liability item 40 hedging derivatives.
Included in collateral amount are the derivalive margins which are classified under asset item 40 financial assets
at amottised cost.

3 December 2019 Exposures outside the scope of the expected eredit loss model

Asgel em 20 ¢) financint oo Lurrency s Mnlurlty dave - IPraduet  {Type | Notalmml .
asseis mandaterdly at fair valug. ' 7} 08

FIEMOBTGAGE 30/10/43 ELIR l'J..'! Mity 2033 [ROND ARS 32,239 20,730

31 [recember 2018 Exposures outside the scope of the expected eredit loss model

Asaet item 20 ©) finanelal Curruncy oo ANECG Rty - @ate i‘rmluct - Motional -
agnets mandamnly at rm: L. : B I, 11 B
FE MORTGAGE 30/10/43 EUR G2 May 20231130MEY AlS 32,289 28,621
UC ENTL 29/12/40 A ELR 1O December 203 BOMEY BOND 18, 10K} 158,875

The Bank did not hold collateral as security related to asset ttern 20 ¢) financial assets mandatorily at fair value as
at 31 December 2019 or as at 31 December 2018,

Section 7 Sovercign Exposures

Breakdown of Sovereign Debt Securities by Counatry and Portfolio

The below table provides an overview of the Company’s sovereign exposures” as at 31 December 2019:

o ‘ ‘Mominal Vatre| 7 Fair Valne
-Belgiam 20,040 11,14%
Fancial assets at fair value throuph other comprehensive income 21, 0400 ad. 169
- Czech Repuhlic 341,500 384,510
Vieancial assers ot faie value through olther comprehensive ingeime 342,500 384,510
- Ttaly 4,354,031 4,840,652
Fivanc il asseis at faic value theough other comprehensive income 2,450 00 2,637,076
Foans and receivables wilh customers 1,804,031 2,203,376
- Poland 152,046 171,217
Fivancial assets al fair value through other comprehensive ingwme 152,046 171,217
- Portugat 35,000 34,753
Financial agsets av fair value thraugh other comprehensive ingomea 33,009 36,753
- Slovakia 130,692 256,164
Financial assets at faie value thrauph ather comprehensive income 230,692 256,164
- Spain 1,885,800 2,177,247
Financal assets at faie value threugh other comprshensive ingome 1,190,600 1,397 643
Lowns und recevables wih customers &35 DO 779,605
Toial T.019,269 7.588,712

721F

Annual Report & Financial Statements Financialt Year Ended 31 December 2019



E-MARKET
SDIR

CERTIFIED I

Country/Portfolio .'31:Decembe| 20181 31 December 2008
e e e O e O

‘ "\lommal Vatue Fair Yalue

«Belgium 200041 11,397
Fiancial assels at faie value theough other comprehensive income 20,000 22,397
- Ceech Republic 342,500 395,267
Faancid ussets ot far value through other comprehensive income 343 500 305,267
- Ttaly 4,625,672 4,999,525
Financial assets at far value through sther comprehensive income 3,691,000 3.R83 103
Loans and receivables with customers 234,672 1,114,420
» Polud 256,245 183,498
Financiai asgets af fai value through other comprehensive ingome 256,243 283,498
« Portugal 35,004 38,557
Finanemal asgets ar far value throgh other comprehensive income 35,000 18,557
- Slovakia 228,886 255,234
Fmanci] asyers at for valie tirough other coinprehensive income 228,886 253,234
- Bpain 1,485,000 1,161,973
Fmuneial assets o fair valee threough other comprehensive income 1,553,000 2,161,973
Total 7,393,301 8,156,451

Sovereign Debt Securities and Loans — Weighted Tenor

The table below shows the weighted duration of the soversign bonds:

Cottniry-

- Belginm

- (zech Republic 234
= Italy 4.55
- Polend 240
- Portugal 0.46
- Slovakin 3.9
- Spain 4.63

Sovereign Debt Securities — Classification

‘The below table shows the classification of sovercign bonds and their percentage incidence on the total of each
portfolio under which they are classified:

AR OUNERE nt 31 Duember 201‘!

~ Amourt as ol 31 December 2019

‘ t}u‘mugh nlllc xnmpreimnaiva Jmuls mu] reccivahles

S “income (60001 AL
Fatr Value 4,905,532 2,983 180
%% Yortfolio 2% 87%
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o) cAmountgs et 30 December 2018 [ Amount ag at 31 Decomber 2008 -
o] o Finanelal nsgets at-faie value ool e i e e
| through other comprehensive . . 1 Loans and receivables with costomers

T income (€,000) , (€000
Fair Value 7,042 032 1,114,420
% Portlolis £6% 65%

In addition to the expasures to sovereign debt securities, loans given to central and local governments and
government bodies must be taken into account, The total amount of sovereign loans held by UniCredit Bank
lretand is €110 million (31 December 2018: €14 million). The full amount of €1 10 million (31 December 2018:
€14 miilion} is with the Cuentrat Bank of lreland in relation o the minimum reserve requirement and the deposit
protection agreement.

Section 8 Liguidity Risk

The UniCredit Bank Ireland p le. policy defines Liquidity Risk as the risk that a Bank may find itself unabie to
fulfil its payment obligations (by cash or delivery), whether expected or unexpecied, thus jeopardising its day to
day operations or ils financial condition.

The main goal of the Bank's averall liquidity management is to maintain an adequate liguidity and funding
position to allow the Bank to meet its payment obligations nal only on an on-going basis, but also in case of
market tensions without jeopardixing its brand’s name, keeping the refinancing risk at a manageable level, The
going concern management of liquidity articulates in short-term liquidity, medium-long term liquidity and
intragroup liguidity. With reference to the end of 2019, the Bank’s Hquidity profile is deemed adequate, with all
metrics monitoring the short term profile (Operative Maturity Ladder (OML), Liquidity Coverage Ratio (LCR))
and long term structure (Net Stable Funding Ratio (NSFR), Adjusted NSFR =3y and >3y and Structural FX Gaps)
compliant with set of thresholds in the Risk Appetite Framework (RAF) 2019 and Granular Limit 2019,

UniCredit Bank Ireland regulacly monitors its liquidity risk profile in compliance with Supervisory and Group
rules and EBA guidelines with daily, weekly and monthly frequency. UniCredit Bank Ireland is part of the
Liquidity Reference Bank, UniCredit S.p.A. of the UniCredit Group whers liquidity management is centralizsed
and in which the Company’s liquidity Indder is included. In fact, with its liquidity profile consolidated in the
Liguidity Reference Bank ltaly, UC Ireland i responsible to preserve a positive liquidity position in the 3-month
horizon by setting a limit at €0.

A set of limits and triggers on the liquidity metrics ensures that the Bank maintains liquidity and funding position
sulficiently sound to endure possible effects of adverse scenarios, The systemn of restrictions set at Group and
Bank leve! is articulated in the RAF and the Granular limits. RAF is annually approved by the Board of Directors
which, in case triggers and/or limits breaches, is immediately informed and also, in case of limit breach, is
required to approve the remedy action. Howoever, the granular limits derive from the RAF and its setting,
approval and escalation procesy involves mainly the focal ALCO and Group ALCQ. In case of breaches on RAF
and/or Granutar limits, the relevant Group functions are immediately informed,

In term of liquidity structural profile, the growth of assets is financed through appropriate funding, by identifying
the most appropriate mix of insttuments and maturities during the funding and investment plan process, with the
aim of ensuring an adaquate level of maturity transfarmation of the banking activity. The financial stability of the
balance sheet and of the medium/lang term funding sources aims to avoid excessive and unexpected pressures on
the funding requirements in the short term liquidity position, and to optimize the cost of funding,
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The Bank’s resilience in a situation of contingency is regularly guarded and tested by a set of processes, like the
liquidity stress testing, which simulates the effect of a crisis on the different clusters of the balance sheet under
different scenarios; the liquidity reverse stress testing, which aims to identify the conditions that would threaten
the Bank's viability, starting from a predefined outcome. The contingency liquidity management framework
instead provides a set of rules and a dedicated funding continpency plan, independently reviewed by the risk
function, to be activated in case of stress to preserve the Bank's ability to meet its payment obligations,

Analyrit of financinl Jiabilifics by comalniop conlvaceual mareiry — 31 Deeember 2619

L Finnncial yenr or § linandial years or

Rupayaile ah less bul aver § Iess bt over | over S linancixl

dem nndd 3 months or teas months yoar FURKE Tatal
€000 €' 0410 ETIHI [ €' 1D €' 040
Pepialta Crim bawhn e 2,361 646D i, 910 THd, 108 - 3,471 810
Deposiis fron: custemers N 3,465 540 158.457 - - A525.092
Tiebt dgdwribids ik ivnne - 21958 1,720,450 230,491 . 1,061 871
Plaancint lindiliites held for tradioge - 4,473 10,418 &4 L0 - 20,841
1edging derivatives** - 76, 315 344159 $42,.414 235,544 1,500,833
Other Haldiies - - 4,452 8, 6L - 13,163

Unidrawn commitments - - - - -
Tiial Iy X 531,983 2514548 1.961.104 235,044 B0, 443 50

* Cankisis of ecanamic hedging derivatives vulued ot the current asmumal
** ross currency swaps do not setile net.

Analysls of Iinanciaf linkilities by remaiming contractual maturity - 31 December 2018

3 Tivancial yeat 5 fimindhal yoard or

or boss ol vver ) keni Bun gvae 1 oy 5 Nuanetad

Repyabie oh demanil 3 monthr orless muaihy yray yrars Tatal
LIt CHann €000 €01 £ oln 000
D ity Trgti bk 37 3,600,000 1,908,113 375273 4 5,001,423
Dreposits from costomers " 1,538 075 67 RS0 3,352 r 3,673,178
Db 3ecurities in issne - 1,683,021 135,453 75 004 - 1,204, (i
Finaniiad Hakilivdes held Tar lrm.'ling,* u 35,245 7.691 [ - 43,0454
Beilging derlvatives®* - 0 60 2R G55 1,077,387 2414 1. 738,786
Lyther abilinkey - - 2,745 - u 2,748

Urilrawn commitmenid - u n - -
‘Tuint a7 017,490 2,473,006 1,591,113 211,494 13 A5, 145

= Consists of cconomic hedging derivatives valued i the Eurrent nunvinal,
“* Cross currency swaps do nol settle nel.

Liquidity Coverage Ratio (LCR)

The LCR was introduced to improve the short-term resilience of the liquidity risk profile of institutions, requiring
them to hold a buffer of “high quality* liquid assets io match net liquidity outflows during a 30-day period of
stress, The Liquidity Coverage Ratio requires financial institutions to hold a sufficient tevel of high quality hquid
assets to sustain a stressed 30 day cash flow scenario.
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The ratio became a mandatory regulatory requirement in Octaber 2015 with a minimum ratio requirement of 60%
at this date. Al the balance sheet date the mandatory regulatory requirement was 100% (31 Decemnber 2018:
00%4%),

LCR 31 December 2019) 31 December 2018
LCR 2,635% 471%
Minimum Requirement 100%% 100%
Liguidity Buffer surplug £3,3 hillion €1.9 billien

At the 31 December 2019 the LCR of UniCredit Ireland p.le. was 2,635% (31 December 2018: 471%),
maintaining a sigaificant surplus abave the minimum requirement,

Net Stable Funding Ratio (NSFR)

The Basel Committee for Banking Supervision (BCBS) introduced the NSFR with the objective to reduce funding
risk over a longer time hovizon by requiring banks to finance their activities with sufficiently stable sources of
funding in order 1o mitigate the nsk of future funding stress. [u shott, the NSFR limits over-reliance on shori-term
whalesale funding.

The NSFR is defined as (the amount of available stable funding relative to the amount of required stable funding.
Available stable funding is defined as the portion of capital and liabilities expected to be reliable over the time
harizon considered by the NSFR, which extends to one year. The amount of such stable funding required
("Required stable funding”) of 4 specific institution is a function of the tiquidity characteristics and residual
maturities of the various assets held by that institution as well as those of its off-balance sheet exposures,

Although at the present time there is no EU regulatory requirement to maintain a minimuom ratio, the NSFR
should be equal to at feast 100% on an an-going basis. UniCredit Bank Ireland monitors the ratio on a menthly
basis in compliance with its Risk Appetite Framework.

At the 31 December 2019 the NSFR of UniCredit Ireland p.lc. was 130% (31 December 2013; 111%).

Section 9 - Market Risk

Market risk is defined as the risk of facing losses in on and off balance sheet positions, due to market prices
movements, These market prices movements can be due to general conditions, such as the interest rate shifis due
to European Central Bank decisions or due to factors connected to the specific issuer of financial mstruments held
by the UniCredit Bank [reland p.he. such as the Tall in the bond price due to a credit warning on a company.
Market risks arise from open positions in interest rate, currency and equity/bond positions, all of which are
exposed to general and specific market movement.

The UniCredit Bank lreland pte. Chief Risk Officer (CRO) department is directly involved in the measuring and
monitoring process of the market risk profile of the Bank. The Banks CRO cnsures daily that all refevant
information and sensitivities (Basis Point Value “BPY™ and Credit Point Value “CPV™) generated by the portfolio
are correctly caplured by the system in terms of market risk exposures.

At 31 December 2019, the sensitivity of interest income to an immediate and paratlel shift of +1byp was negative
€0.457 million (31 December 2018: nepative €0.233 million}. The sensitivity of the economic value of
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shareholders’ equity to an immediate and parallel change in interest rates (“parallel shift™) of -+200bps was
negative €27, 1 militon as at 31 December 2019 (31 December 201 §: negative €1 1.3 million),

The principal risk within the banking book is Interest Rate Risk, which is the risk that the market vahue of
positions decreases due 10 unfuvourable interest rate movements, In particufar there are the following sources of
this type of risk:

- Re-pricing Risk, driven by re-pricing mismatches between asset and liabilities, in case of interest rate risk
in the banking book:

- Yield curve risk refated to the changes in the slope and shape of the yield curve;

- Basis risk, related to the imperfect correlation in the adjustment of the rates eamned and paid on different
instruments with otherwise similar repricing characteristics;

- Qptionality, related to the additional source of interest rate risk arises from the options embedded in many
bank assets, Iiabilities, and off balance sheet (OBS) portfolios.

Interest rate risk measurement includes:

- Net Interest Income analysis: this involves a constant balance sheet analysis (assuming constant balance
sheet positions during the period) and then performing an impact simulation on interest income for the
current period. The simulation includes the analysiz of the impact on income from different parallel
shocks of interest rates (+100bp, -30bps and £200bps). Additional scenarios are performed to take into
account basis risk and non-parallel shifts.

«  Economic Value analysis; this includes the calculation of duration measures, value sensitivities af the
halance sheet for different points on the curve, as well as the impact on the Economic Value from larger
shocks. The interest rate risk is monitored daily in terms of Economic Value sensitivity for an
instantaneous and parallel shock of 41 basis point value of the interest rate term structure. Ot a monthly
basis the Economic Value sensitivity for larger parallel (£200bps) and non-parallel shocks {steepening,
flattening, cte. in line with Ewopean Banking Authority guidelings on Supervisory Cutlier Testing) in the
interest rate term structure and Met Interest Income Sensilivity are measured.

The Interest Rate risk on the banking buok is measuted and monitored using Value at Risk (VaR) which is the
statistical measure used by the Bank to quantify fluctuations (profit or loss) in the value of a portfolio over a
predefined period of time (calbed holding period) of | day and with a 99% confidence interval. The VaR model is
based on historival behaviour using 250 scenarios and thereby without parametric assumptions about & priori
statistical distribution of the portfolio value movements. Based on the risk factor scenarios, the VaR will vary
with the market conditions, even though the porifolio does not ¢hange. This approach involves the canstruchion of
the hypothetical distribution of the vields (profit and losses) of a portfolio of financial instruments direetly by
means of the historical fluctuations of the market prices. Once the empirical distribution of’ profit/losses has been
calculated, the Val is given by the percentiie evaluation with the selected confidence interval. Sensitivity (BPY
and CPV) and VaR metrics capture the market risk exposures on Banking Book portfolio, with relative limits set
up on both sensitivities and VaR,

Hedging strategics, aimed at complying with interest rate risk limits set for banking book, are carried out with
derivative contracts by the Bank. Interest rate swaps specifically are the most commonly used contracts. The
hedges used are one-to-one type contracts, i.e. convected to monetary amounts conlained in asset or liability
pottfolins, The majority of specific accounting hedges are recognised in connection with securities b issue or
individual financial assets, most commonly assels held as financial assets ai fair value through other
comprehensive income.
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31 December 201%in€ 2] Average € | Maximum €] Minimum € | 2018 Average €
2,117,532 1,916,037 3,545,475 886,897 1,233,696

31 December 2018 in € | Average € | Maximum € | Mintmum € 12017 Average €
1,286 142 1,233 696 1.555,197 998,921 3,507,525

his the responsibility of the local * Assets and Liabitity Committee” (ALCQO), to ensure all market risks are
identified and assessed, The Bank’s ALCQO has the responsibility over all market risks, by approving the triggers
and limits over the Sensitivity and Value at Rizk {VaR) levels, al both a Bank level and sub portfolio level and
reviewing the measurement results, The Bank's Risk Department might propose to the ALCO any sub-allocation
of limits to individval desk or cluster of portfolios,

Manzagement of Market Risk - Derivative financial instruments

Hedging Policy
The Company uses the following derivatives instrurnents for both hedging and non-hedging purposes:

Cross currency forward instruments which represent commitments to purchase foreipn and domestic

currency, including undelivered spot transactions.
- Currency and interest rale swaps which are cormmitments to exchonge one set of cash flows for another,

Swaps result in an economic exchange of currencies or interest rates (i.e. fixed rate for floating rate} or a
combination of these (i.e. cross currency swaps}. The Company’s credit risk represents the potential cost to
replace the swap contracts if counterparties fail to perform their obligation. This risk is monitored on an ongoing
basis with reference to the current fair value, the notional amount of the contracts and liguidity of the market. Ta
control the level of credit risk taken, the Company assesses counterparties using the same techniques used in its
lending activities.

The notionat amounts of certain types of financial instruments provide a basis for comparizon with instruments
recognised on the balance sheet, but do not indicate the amounts of future cash flows involved or the current fair
vatue of the instruments, and therefore do not indicate the Company 's exposure to credil ot price risks. Derivative
instruments become favourable (assets) or unfavourable (liabilities) as a result of fluctuations in market inferest
rates or foreign exchange rates relative to their terms, The aggrepate contractual or notional amount of derivatives
on hand, the extent to which instrurnents are favourable or unfavourable, and thus the aggregate fair values of
derivative financial assets and lahilities, can significantly fluctuate [rom time to time.

The fair values of derivative contracts are aceounted in the following items:

- 20 Assets - Financial assets held for trading (for economic non-1AS 3% hedging derivatives)

- 50 - Assets - Hedging derjvatives

« 20 - Liabilities - Financial liabilities held for trading (for economic non-IAS 3% hedging derivatives)
« 40 Liabilities - Hedging derivatives

148 39 Hedge accounting
The Company’s policy is to use hedge accounting in order to hedge the interest risk for liabilities, loans and
receivables and for financial assets at fair value through other comprehensive income,
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All hedging derivatives entered into seek to replicate each essential element of the Iiability or asset to be hedged
{Amaunt, payment dates, matutity and rates/structured rates). Hedging derivatives are defined including, if
existing, “pull to par” effects, to *transtorm™ the associated bond or asset into a “synthetic” market foating rate
position with a nominal amount equivalent to par { 100%).

Macro/micro hedging strategies are also used and they may also refer to the interest rate risk of the core portion of

financial assets.

Ta the extent that changes in the fair value of the hedging derivatives differ from changes in the fair value of the
hedged risk in the hedged item or the cumulative change in the fair value of the hedging derivative difters from
the cumulative change in the fair value of the hedged item, the hedge is ineffective. The amount of
ineffectiveness, (taking into account the timing of the expected cash flows, where relevant) provided it is not so
preat as to disqualify the entire hedge from hedpge accounting, is recorded in the income statement. Changes in
fair vatue of the hedged ilem (i.c. bonds) must be measured with using The Euro Interbank Offered Rate
{“*EURIBOR™) discount curves while the hedging instrurnents (i.e. derivatives) are requirad fo be measured with a
using overnight indexed swap (“QI$™) discount curves for collateralized derivatives, resulting in incffectiveness
being recorded in the income statement.

In certain instances, cash flow hedging sirategies are also used as an aliemative to fair value hedging strategies in
order to stabilize income statement profits in the current and future finaneial years. The Company had no cash
flow hedges during 2019 or 2018,

The following types of financial instruments have been designated as hedging instriments:
- interest rate SWApPS,
- GFOSS CUIFENCY sWaps, and

- foreign exchange swap forwards.

Consistency of all essential contractual elements in 2 hedged item and » hedging instrument seeks to ensure full
effectiveness of the hedging relationship, The consistency is

- initially verified at the beginning of the hedge relationship; and
- periodically verified through retrospective hedge effectiveness testing
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1AS 39 Hedge accounting Quantitative information
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Hedying Derlvstiven = fuir value hedge Amonni us st 31 Decembey 2015
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Agouistng) fatrgreae faare Wisk LAY 3272
Apnes rae 80 « Changes in fair vilue of porifelio hedged items (+/-) =* 331,274

Assel item 24B Loans and recuivakbles with Customuers ot anvertised goa) (Migen Hedge
Accouming) fwseresi Keave Hik Lotl il 5,302

Asael item Z0B Lonns and receivables with Customers at amortised ooz #*## "WH_H_EW
Lahility ster 1OC THBE jegestity in ks uf amortsed cost (Meera Hedge Accounung) Tperext Rute Rick 256,432 %00l
Lanhilaty itee S0 Chaiygas sn Fade valio of porifalio Bedged hems (+/x) »wnr NI
‘TFotal eareying ameunis of hedged iemys vecognised hn the statement of linaaciz] position - Ayset TTNERRAR

‘Tainl carrylng amennts of hedged items recognised in the statement of Tinancial ponition - Liabiliy T IRG AR

Acciptilared ansaust of fair valte hedge adjastevenrs oo the hedged ftem Included in the carrying amouat of the
hedged item recagnised in the stutement of Nnancial position - Askel {Migrn Hedpe Acosuniing) f, 3012

* gaimt aud logses oo hedyed items elassified ag "Azset kem 30 FVOCE and the rokstod had go assounting arg weegunied Tog in 'Lililey item 11 Revaluation wseryes
thiough the OCT

3 the Alacro hedee aecounting refated T hedped itoms chixaifial Ay "Aaset iem 20 408 Loans and receis ables with Customers'is aeeounted forin ‘& xded em i) Changes
iry iy vahug al partfolio hedadd wemg (47-)

=& the Micrn hadge acconnting relatad (o hedged Stoms clazyilied wx 'Sapel em 20 408 Loons and ceceivables with Customers'is included in the canving ameunt ulihe
hedged item

waus b hedps srenuuting rélated o hadgid Bome claenilied 8% Liabilsy wew 160, el securmies m szae’is accounted Gor in ‘Liability wem 5% Changey in Tl value of
pirtlalio hedped i (+-)

Nedging Detivatives ;

it Avcnaining S Moero | Kbk tope
Aaset dent 3G Finaneials assets at fuir value throagh other comprelensive meome (Macruo
Hedpge Accaunting) Friteresd Neree Rixk T8 A5T (13 l,-iiﬂ
Cionnc Lo on hedged item accennded for throwgh Revatwation rexerves Hreowgh the (0] e 2 AT
Linbility item 110 - Revaluation resvrves Uiroagh the OO 4 LEAROSA)
Agser em 200 Loaog and recetvables with Costamers al msiortised cost { Macro Hedpe
Accpnunting) Tndepese Rone Rk T T} 313,788 |
Azact item 6 - Changes in fair value of portfeliv hedged lemy (+H-) *¥ 313,744
Asget Beos 208 Loz and recevables with Costpmers ut amortised cost (Micro Fledge
Agcouating) Inturest Rare Rixk L 024 8
Asset item 208 Loans nnd receivables with Costomer at sovortised cogy 4o il
). inhiity itern 100 Diebt seaurities in ivsoe at umortized oozt {Macro Hedge Accountang) Interest Rute Risk 381,702 23333
Liability item 50 Chunges in foir value of purtfolic hodged iteme (H-) masd 73,333

Totnal carrying umeunts of hedged items recognised in tre stbtement of flnanekal pasition « Axset 5,410,071
Taotul carrying amaunis of hedged items recognised in the stalezment of figincisd position « Eigbility SB1.7RI

Accumsilaied amoant oF fair value hedige adjusisments on the hedged item inclnded in the enrrying amount of the
hedged item recogntoed i (e stoteraent of Tinanelal pasitlon - Asset (Micro Hedge Accounting) 945

* gaing and Iz oy ob hodged e classtied as "Asuet ews 30 - FVOCT and the related hedige accounting are acensnted fin m 'Liallity itwm 110 Bevaliating reserves
thraugh the OCT

#% the Macro hedge accounting related to hedged items clasaified as "Assetilom 30 408 Lagng and reesivables wirh Customers’ is accounted forin ‘Asaet ilem 60 Chanpoy
in fair whlig of pontlie kedged items (+/-)

#40 the Micro hedge peeouming related 1o hedged ilems classifed as "Asset item 20 AGH Loany wng necaivibiin with Customers’is included 0 rhe eairying amount of the
hedgged ilem

“* 4 yhe hedge accounting refared 1w hedged itemy chassifiod as ‘Lighilily wom (60, Bebt seutitics i wsize’ s aceounted forin 'Lisbiity item 52 Changes in (air value of
porifalia Hedped iy (H-)
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Economically hedge derivatives

The Company's policy is also to hedge all interest risk positions of the Company even though formal hedge
accounting is not in place. Economic hedges are related (o all assets and liabilities of the Company which are not
at a specific risk free cash or Eonia curve.

For this purpose the following types of financial instruments have been designated as economically hedging
instruments:

- interest rate swap;
CIDSS CUFFENcyY Swaps;
- eonia swaps.

Sensitivity Analysis and Stress Testing «Independent Price Vertfication Process

In this respect, firther to the market turmotl following the sub-prime mortgages' meltdown and the subsequent
uncertainties in the valuation of most of the structured credit products, the Group Market risk function in a joint
cffort with Risk management functionz at UniCredit Bank [reland p.l.e. and all other Lepal Entities established to:

- centealise the Independent Price Verification (JPV) process for such products in the risk control function
of UniCredit Bank AG, T.ondon Branch, which has been elected as the group"s “competence centre™ for
the evaluation of credit products, i.e. ABS, CDO, CLO, CDO of ABS cte which represent the various
sectors;

- harmonise the [PV methodology across the group, defining a consistent approach based on the ranking of
each single position according to the availability and relative reliability of available price sources. As a
consequence, all such positions have been treated and valued on a consistent basis across the group;

- define and develop a proper methodology to apply specific Tair value adjustments to such valuations. The
chosen approach is essentially based on the above ranking of price sources and define specific stress tests
for market valuations, the wider the less reliable is the ranking through their respective sensitivity 1o a
ane-noteh downgrade;

- the whole process has been shared and developed within the framework of the established cooperation
madel between all CRO {Chief Risk Officer) functions either at the Group as well as UniCredit Bank
Ireland p.l.c. level and the Group and UniCredit Bank Ireland's CFG (Chief Financial Officer) functions,
responsible for the accounting treatment of such valuations and adjustiments.

Section 1t — Operational Risk

Operational risk is the risk of losses due to errors, infringements, interruplions, damages caused by internal
processes or personinet or systems or caused by external events. This definition includes legal and compliance
risks, but excludes sirategic and reputational risk. Far exaniple, losses arising from the following can be defined
as operational: internal or external fraud, emplayment practices and workplace safety, ¢licnt cluims, products
distribution, fines and penalties due to regulation breaches, damage o the company’s physical assets, business
disruption, system failures and process management,

LIniCredit Bank Ireland monitors operational risk exposure in accordance with UniCredit Group polictes and
procedures which aim to assure the effectiveness of control over operational risk, the reduction of operational risk
losses and introduction of risk mitigation measures for the Bank. UniCredit Bank Ireland has been approved for
Fillar 1 purposes to use the Advanced Measurement Approach {AMA) to Operational Risk. With AMA the capital
requirement is caleutated with the Bank’s internal operational risk measurement model, based on the four
quantitative elements: internal and external loss data, scenario analysis and key visk indicators,
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During 2019 and 2018 the Bank didn’t suffer any material operational risk loss events and we don’t foresee any
changes in our operational risk profile over the next year.

Section 11 - Foir Valie Disclosures

IFRS 7 reguires fair value messurements to be disclosed by the source of inputs, using the following three level
hierarchies:

- Level 1: Quoted prices in active markets for identical assets or liabilities.

- Level 2: Inpuis other than quoted prices included in Level | that are observable for the asset or liability,
either directly {as prices) or indirectly {derived from prices).
Level 3: Inputs for the asset or Hability, that are not based on observable market dala (observable inputs),

Fair Valoe Divelozues by Valontion Hieoarchy Levelas ot 31 Becender 2019

£10by
| 31 Becember

3 Dccclﬁh:r ;

L U R LI
10 Cash and Cash Bnlanees - - “ ..
20 Financial assets at iair vrhee theough the profit and fuxs:
a) finnacial assets held for trading u 3,509 n 3,809
«) financial 484e13 mandatory o Jur vahee* " %739 - 24,150
30 Fuutncials dssels af Gae vadue theoupl otier compiolensive ingome™ 5,977 4bh 16,686 - 5.4994,182
40 Fisencial assete o1 aostised evat; “
a) loans and reesivables with Hanks - 2,413,148 - 2,413,149
D) foons andd receivabios with Cystomers 2,943, 180 736,157 - 3,712,337
30 Hedping derivylives™ : 33,824 - 33,824
Tatnl 8,960,646 3,236,363 - 12,E97,010

otal -

. M.Lnécmb‘o‘ri
ISR 1) L SR

H) Finangint Yabiliies st amartised gpsi:
a) deposits from banks - 3,829,207 - 3,819,107
b} deposits frm cuslomers . 3.535,281 - 3,533,111
=) debl seeurttics in Bsue - 1,947 302 n 1,257,302
20 Fmanciat Sabdities held for trading* . 5,002 - 5,002
40 Hedgmyg desivatives® - G8d (36 - Gl 626
Touat - LG9, 48 - 10,004,414

“Carried an Feir Yalue os the Statement of Financial Position
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Fair Value Disclosure by Valuation Hierarchy Level as at 31 December 2018

N Level 2 - Colevel 3 ) < Total .-
ST 000, B ] e
Assets measured at fair value 1 3t Decembor | 31 Decomber | 31 December | 31 Desember
o o 2038 R 20138 2014
10 Cash and Cash Balances = - - -
20 Finuoeis assets at Gair value throuph i profs and loss:
o) financial assets held for tradinp* 3,206 - 2,206
¢) Minanuial nssots mandotory at Gair value* 48,343 - 4%,343
30 Finaneialg aggers ot fair value theawgh other comprehensive iscome” 8,135,086 16,110 - 8,147,196
40 Finuacial assets at amertsed cost: -
n} loans and teceivables with Banks - 4,300,079 - 4,300,020
b} Inans and recefvables with Customers 3,114,410 313,713 - 1,628,133
30 Hecdying darivatives* - 53,838 - 25,838
Tatal 2,245,506 4,936,238 - 14,181,745
Level 2. ot
- E‘I‘JUO“'
BRI -Décelmbn.l;'.,
‘ Vo ks
19) Financ:al liabdities ol amortised cost.
u} deposits Irom banks - 5,956,178 u 5,956,174
b} deposits from cugtomers n 3,631,376 - 3,632,376
) dobol gecuritics i iksue . 2. 462,636 - 1,162,636
20 Finaneial lubifities hedd Tor trading * u 1,318 n 1,318
40 Hedginp derivatives* - 785,073 - 183,973
“Fotal - 12,506,480 “ 12,506,43(3!

*Curried st Faic Voloe an the Statement of Finaneisl Pogition

During the financial year no financial assets and financial liabilities were considered Level 3.

transfers betweoen the levels during the year.

There have been no

Although the Company believes that its estimates of fajr value are appropriate, the use of different methodologies
or assumptions could lead ta different measurements of Lair value.

Financial Assets at fair value through other comprehensive income, Hedging Derivatives Assets and Liabilities
and Trading Derivatives Assets and Liabilities are vatued at fair value using either guoted prices or observable
inputs. Loans and Recetvable Assets, Deposit Liabilities and Debt in Issue are valued at amortised cost, For the
purpases of the Fair Value Disclosure we used either quoted prices or observable inpuls in order to artive at a fair
value for Loans and Receivable Assets, Deposit Liabilities and Debt in Issue,
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Part F: Description of payment agreements based on parent equity instruments

Eligible Group executives that are employed directly by UniCredit Bank freland may be included in the Group
Executive Incentive System. The Group Executive Incentive System is managed at Group level and any expense
related to the outstanding instrurnents are allocated to the Group entity at which the Group executive is directhy
employed.

Ouistanding instruments
UniCredit Banking Group’s Medium & Long Term Incentive Plan for selecied employees include Equity-Settled
Share Based Payments,

Equity-Settled Share Based Payments includes the following:

Group Exceutive Incentive System (Bonus Pool) that offer to eligible Group executives and relevant
employees identified following regulatory rules, a bonus structure composed by wpfront (following the
moment of performance evaluation) and deferred payments in cash and in shares, to be paid over a period
of ranging from 1 1o & years, This payment structure will guarantes the alignment to shareholder interest
and will be subjected to Group malus (which apphies it case specific profitability, capital and Hquidity
thresholds are not met at both Group and country/division level) and individual malus/claw back
conditions (as legally enforceable) according to the plan rules (both non-market vesting conditions);

It is also noted that the equity-settled share based payments, represented by deferred payments in UniCredit 8 p A
ordinary shares not subject 1o vesting conditions, are used for the settlement of the so-called golden parachute
{e.g. severance) for the relevant employees.

Asat 31 December 2019, €0.18 mnillion (31 December 2018: nil) in equity-seitied based payments are outstanding
towards UniCredit S.p.A and €0.15 million (31 December 2018: nil} in cash-settled share based payments are
outstanding towards employees.

Meassurement model

Gronp Executive Incentive System (Bonus pooll

The economic value of performance shares is measured considering the share market price at the grant date less
the present value of the future dividends during the vesting period.

Economic and net equity effects will be accrued on a basis of instruments’ vesting period.

CGroup Executive Incentive System " Bonus pool 2014 - 2018" - Shaves

The plan is divided into clusters, each of which can have three or four instaltments of share-based payments
spread over a period defined according to plan rules,

BE | F e
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dhares &ranied
Group Executive (ncentive System - Bonus Fool 2014

" instailment namaliment ¢ instaliment | instaliment
e _— {2017y (2018} i (2019 1 (2029}
Dale of Honus Upp anamie Valug gramting Jan 1308871 Jem21-2014 | Jan-Z1E014 | JancEENE

{Tam of Board reEoiion (o delaming NUMBET of Bhareat Cipe ARG AR EGE T RN E
Veating Peciod Stoer-Date Jan-G1-3014 Jan03.2014 0 Jane0t2014
ing Peric B3 ‘ [pe.3t2019

Ui ann Sharg Market Prics (€] ] & 7ae
Eeanemic Yalue of Viesting conditione [€] ; 0240 -1,GER
Perfaimance Shares FalT VAILIE fret wmil G0 Grant Date [6 ; AL

" EHERES GRANTED <

RECUTIVE IMCENTIVE SYSTEM - BONUS POOL 2015 :

" INGTALUMENT IETALKMENT ISTALLVERT |

1

o wessmsmsssaori e BUTEL 2081 Gz ).

Hate of Bonus Oppartunity Econcave Value granting e a0iS domd 2018 Janedd201E Jan2!-2010

“Hiate of Board resgiution ta darming nlmioer of shares) 6 " Mar ;
Venling Pertiod Star-Dats Jan-01-2615 JanQt 2615 Jan-Q01-2018 |
et Parigd End-Date Pec-31-2015 Deg-31-2037 per3) 2818
LiniCredit Shars Larket Prica 1] 1449 341 d
 Egueanns Yaioe of Vestr condtern B oo B3 23
Perlommnee Slavas’ Fair Yalue per unit @ Grant Date [€] « 3. 19
GROUE EXECUITIVE IRCENTVE SYSTEM - BOWE POOL, 7018
WETALLRERT RSTALLEIERT 57 ALLMERT THETALLRRERT
Date of Bonus Opporfutity Economic Valua granting Fab-(R. 2015 Enb 52016 L FebLo-HG Feb-08-2018
Date of Soard resolulton o dstermine rumber of shares) Mar 130017 Wae-13-2017 tar-13-2017 Mar-13-2017
| Veating Peried slan date Jan-1-2015 aa-01-2016 San G LI08 sr-04-2010 |
“Vagtieg Peried end date Dac-31-2045 Dee-21-2018
UiGredit Share Marke! Srice 61 b2 0587 1303}
“Ecoramss Vae o Vesiog oot 45
e Slre Vihue et uni 5t Geant Dal 12495

SHURES GRANTER

LIz TERE) BREENTIVE

HETALLAENT METALLMENT WESTALLIAENT

! AT R braisd]) (I

[tale of EBonus Cpporlumity Econumie Vale graniing P St i AR Jan- 020107 Jon-05- 2647
Dater 19§ Board sesoliban (fo delermne number of stharest (-2 Jarp M7 San-04-4017 Jan-G8-XH7
Vasting Pariod start dabe donetd danfke- T dan-01- 2047 Jan-( 2017
\feating, Fencd and date Dloz-31-201% (e £ 08 fioe 31200 e 312022
UreCredit Share harket Price [8] 138 i1 13§15 136816
Feonemic Vilue of Vasting condions [€] AEE . RERS] -1 BA3
Performance Shares’ Fair Vahwe per unit st Grant Date €] 12153 1zeat 123 11863

Cirotp Executive fncentive System 2019 (Bonus Pool)
The new Group Incemive System 2019 is based on a bonus pool approach, aligned with regulatory requirements
and market practices, which defines:
sustainability, through direct link with entity results and alignment with relevant risk categories, wtilizing
specific indicators linked to risk-appetile framework;
- link between bonuses and organization structure, defining the pool at country/division level with further
review at Group level;
- bonuses allotated (0 executives and other relevant employee, identified on a basis of European Bank
Authority (EBA) rules, according to local regulations;
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payment structure has been defined in accordance with regulatory provisions qualified by Directive
2013/36/EU (CRD V) and will be distributed in a period of six years by using a mix of shares and cash,

All profit and loss and net equity effects related to the plan will be booked during the vesting period,

Effects an Profit and Loss

1231 December 2018 o3 December 2018

Financial Halnmcp;fpﬁ:siqtaiipn rc‘lhﬁt‘d‘m shﬁi‘c Tased =

paymenty 000, G
Totul Vested Plans Total Vested Plans

Cosis (32%) S e N S et

- comnested e Equity Settled Plans (177)

= conneated o Cash Seitled (153)

= Paid amouny o UniCredit S.p A related to vested plans
- Paid amount Lo employces related to Cash Settied

- Accrued Debts towards UniCredit 3.p A (177 - - “
= Accrued Debts towards employees related 1o Cash 5 ettled (133)
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Part G: Segmental Reporting

The Company has only one main class of business, which is the provision of financing facilities, which is carried
oul from is sole office in Ireland.

IFRS 8 reguires entity wide disclosures about product and services and about peographical areas, [t also requires a
disclosure about the extent of the Company’s reliance on major external customers, [f revenues from transactions
with a single external customer amount to 10 per cent or more of an entity’s revenues, this fact must be disclosed.
Detail regarding revenues by product type can be found in the income statement notes for Item 10 and [tern 200,

The Company has onc custorner whose revenue exceeds 10%. This customer is UniCredit S.p.A. and fellow
subsidiaries. Total revenuey for this customer amounted fo €41.7 million (31 December 2018: €63.0 million}.
Included in revenue relating to UniCredit 8.p.A are Interest Income and Fees and Commission Incone. The
decrease year on year is due to a reduction in UniCredit S.p. A Loans and Receivables held by The Company.

The Company has two segments Corporate & Investment Banking ('CIB") and Group Corporate Centre, The
genaral criteria of the Segmentation is to repart our revenues derived from portfolios under CIY, incorporating
third party assets and short term funding, with Group Corporate Centre revenues derived from group assets and
mediurn term liabilities,

Total Revenues refating to the split are the following:

TCTB(Markeds)

Met Interest {ncome 60,683 (9,773) 30,910

Net Fees and Commissions {1,731) {1,329 (2,060}
Trading Income 7.482 1! 7,493
Other operating income - 224 124
Tatal Revenues* 60,434 {10, 866) 49,567

* Total Revenues above represents Total operating income per the Income Statement

o CER (Markets) o Todad T

31 December 2018 December 2018 -

LR €000 g SO
MNet Interest Income GR.772 (2,690) 60,083
Met Fees and Commissions (2,924) (3, 862) (5,786)
Trading Income 7.677 (4,308) 3,369
Other operaling come - 341 341
Fotal Revenucs™ 73,526 (9.51%9) od D07

* Total Revenues above represents Total operating income per the Income Statement

The below table shows a breakdown of extetnal revenues by geographical ocation as at 31 December 2019 and
as at 31 December 2018;

B8fFroge
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31 December 2019 .. . . o reland| o Ttaly Umted ngdom C o Spain
e g 0] €000 L I
External Rovenues 2,942 202,105 789 14,626
Total 2.942 202,108 789 14,626

Germanyi: Luxembourg] ... PFoland

31 December 2019.:

T P TRTEAT LE2000]. oo e0en] L €000
External Revenues 4,652 19.827 5,492 6,466
Tatal 4,652 19,827 5,492 6,406
31 December 2019 U T Ameriea Rest‘ f Europel’ l{usi anorld '; - Total
B VLSRR N RTHANIEN! IR PCMRRMNNY :1Y 111} RSN -1 €600} ... €000
Exiernal Revenues - 18,747 0 275 Gd6
Total “ 18,747 0 175,646

31 December 2018 b Creland United Kingdom| - Spain
o 000 O] 000] 00
External Revenues 98,642 202,732 2,362 19,706
Total 98,642 102,732 2,362 12,706
3 Decomber 20080000 '-'i“y.g-(iuermnnyl ceb v Franee] Luxembuurg
BRI RN INNERRT Y vy S -*"c'mm v “€000|

External Revenuss 1,085 27.007 7,107

Total 1,095 27,007 7,107

31 December

IB 937 1,015 JR7,070
18,937 1,015 387,070

External Revenues
Total

The above split of revenues by geographical location has been attributed to the specific country based on the
restdency of the issuer or counterparty.

Part H: Transfer of Financial Assets

[n the ordinary course of business, the Bank enters into transactions that result in the transfer of financial assets
that consist primarily of debt securities, and loans and receivables with customers. The transferred Tinancial assets
cotinue to be recognised in their entirety,

The Bank transfers financial assets primarily through the following transactions:

- sale and repurchase agreements;
- securities lending agreements,

Sabe and repurchase agreements are transactions in which the Rank sells a security and simullaneously ageees to
repurchase it (or an asset that is substantially the same) at a fixed price on a future date, The Bank continues to
recogrise the secutities in their entirety in the halance sheet because it retains substantially all the risks and
rewards of ownership. As the Bank has agreed to repurchase the sold security it remains exposed to fluctuations
in the fair value of the sold securities. The collateral pledged to third parties can be used in the event of the

By Faga
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Bank’s default and non-repayment of the Banks refated liabilities with each counterparty, in order to offset each
counlerparty’s exposure 1o the Bank.

The tahle betow sets out an overview of carrying amounts related to transferred financial assets that are not
derccognized;

3 Decomber 2019 .. 0 - . o] Vinenciels assets at fair) o Loans and . 1pans and
T el ] 4 7 Cvalue through other] - recelvables withl  receivables with

| vomprebensive income! 00 hanks| ‘eustomers

L e U TR .. RN L. N
Carrying amount of assets recopnsed on bafange shesl 4 J6R,556 - 2,010,830
Carrying amount of the originat assets pre transfer 4,438,265 1,242,445
31 Decembrer. 2014 itx fram| ... . Deposits from
: ‘Banhs Customers
RE EHN)

Careying amounl of asgovinted liahikities 2,357 480 3,326,00”
3t December 2018 - Finnncists assets st fade] 7 Losns and] 1. Leans and
AR R U vadie through other] receivables with] bles with
- comprebessive ieome| 00 daeks] 0 costomels

ST RN S €'000 €000

Careving amount of agsets recngnised oo balance sheot 6, 170,2641 - ‘?94,992!

- Deposits from
- “Cuslomers

s
Cargying amount of nssoivted Habilities 4,190,909 3,405 873

31 Degemba 108 -

Securities lending agreements are transactions in which the Bank lends or borrows securities {ora fee, For
securities loaned the Baok continues to recognise the securities in their entirety in the balance sheet because it
retains substantially all of the risks and rewards of ownership. For securities borrowed the securitics remain off
balance sheet as substantially all of the risks and rewards of ownership are not transferred.

The Company has ntl (31 December 2018: nil) in securities lending transactions and €0.20 biliion (31 December
2018; €1.95 billion) in securities borrowing. These transactions supported collateral requircments for the bank
funding operation, These (ransactions were entered into in order 1o take advantage of different national funding
platforms and rules within the European Union.
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Part I: Other Explanatory Notes

Section ! Contingent liahilities and commilmenis

The Company has nil contingent liabilities (31 December 2018: nil}. The Company has nil commitments (31
Decermber 2018: nil) other than disclosed under Part H: Transfer of Financial Assets,

Section 2 Pension scheme

The Compuny operates a defined contribution pension scheme. The funds atiributable to the scheme are
administered by the Trustees and are independent from the Company’s finances. The Company's contributions
are charged in the income statement in the financial year in which the contributions are made. Included in staff
expenses in the income statement is an amount of €0.20 million (31 December 2018: €0.21 million} in relation to
pension contributions. ncluded in Other Habilities in the balance sheet is an amount of €16,100 (31 Decemnber
2018: €16,400) in relation to accruals for pension contributions,

Section 3 Subsequent Events

MNo material nen-acljusting events bave occurred after the balance sheet date that wounld make it necessary to
change any of the information given in these financial statements as of 31 Decernber 2019, The Directors propose
a final dividend for the financial vear etded 31 December 2019 of €32.2 million to be paid to UniCredit S.p.A. by
the end of May 2020.

Section 4 Related party ransactions

Banking transactions are entered into with related parties in the normal course of business. These include loans,
deposits, guarantees, derivative and foreign currency transactions with parent company, fellow subsidiaries and
associatey of the Parent Cotmpany. Transactions with group companies arve priced on an arm’s length basis in
accordance with Transfer Pricing Group Policies.

Details of UniCredit Banking Group balances have been disclosed in Balance Sheet Notes Assets: [terns 20, 40,
50, Balance Sheet Notes Liabilities: ltems 10, 20, 40, 80, 100, 140 and 160 and Income Statement Notes: ltems
10, 20, 30, 40, 50, 80,90, 100, 110, 130, 160, and 200.

Directors’ remuneration
Key management personnel comprise the members of the Board of Directors, A listing of the Board of Directors
is provided on page 1. In 2019 the total remuneration of the Directors was €330,273 (2018: €430.474).

Payments made on behalf of Directors in respeet of other benefits was €374,914 (2018: Nil). Share based
payments accruing to Directors are included in other benefits, Refer to Parr F: Description of payinent
agreements baved on parent equity instruments Tor details of share based payments that are accruing lo Directors

as at 31 December 2019,

A breakdown of Lotal key management personnel compensation is included below;
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31 December 2039] |31 December 2018
Ty of Bencfit €001 X ‘ Notes
a) Shurt Term Employoe Bonefi 530 A30 | JTnchedes 2l salcies/bonoses and axable betcfig paid vin payroll sysiem,
b} Fastlimployment Henefits 44 - [nelrdes post=smployment payments made by UCT Trefand.
o} Other Long Term Benefits 329 - [neludes all souity based payments acerned by UCT freland.
d) Termiuation Payments u - Mo ternyinntion payments made by UCH Frelwd.

There have been no loans provided to key management personnel or any connected person (2018: Nil),

Section 5 Approval of financial statemenis

The Directors approved the financial statements on the 3 February 2020.
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