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TD Bank Europe Limited
L. ____________________________________________ - - .- . !

Directors’ report
The directors submut their repert and audited financial statements for the year ended 31 October 2013

Results and dividends

TD Bank Europe Limuted’s (“the Bank™) results for the year are shown in the statutory profit and loss
account on page 8 The profit on ordinary activities after taxation for the year was £7,284,068 (2012
£6,744,741)

No redeemable preference dividends were declared or paid duning the year (2012 £Ni1l) No dividend on
ordmary shares was declared and none 1s proposed (2012 £Nil)

Information on the principal activity, nsks, uncertainties and future developments of the business are
provided 1n the strategic report on page 4

Going concern

The Bank's management has made a forward-looking assessment (of at least 12 months) of the Bank's
ability to continue as a gomg concern and 1s satisfied that the Bank has the resources to continue 1n
business for the foreseeable future Furthermore, management 15 not aware of any materal uncertainties
that may cast significant doubt upon the Bank's ability to continue as a going concern Therefore, the
financial statements continue to be prepared on the going concern basts

Events since the balance sheet date

The directors are not aware of any cvents subsequent to the year end that would matenally affect the
financial statements

Directors and their interests

The directors of the Bank who served during the year and subsequently are as follows

B Snuth (American) - Managing Director and Chairman (appomted 17 January 2013)
A Bambawale {Canadian) - Managimg Director and Chairman (resigned 14 January 2013)
M Huppke (Canadian) - Dairector (appointed 2 September 2013)

M Lang {Canadian) - Ihrector (resigned 2 September 2013)

D Cerovic (Canadian) - Director

B Wallace (British) - Durector

J Stewart (British) - Director

S Nash (British) - Dircctor {appointed 4 February 2013)

E Merica (Bnitish) - Non-Executive Dhirector

According to the register of directors, no director has any interests in the share capital of the Bank The
interests of the directors 1n the shares of The Toronto-Domimon Bank, the ultmate parent company, are

as follows

At 1 November Addmons/Disposals At 31 October

2012 during the year 2013

B Smuth 1,771 - 1,771
M Huppke 4 - 4
J Stewart 446 (31 415
B Wallace 553 76 629
D Cerovic 214 122 336
S Nash - - -
2,988 167 3,155

Registered No 2734052 2




TD Bank Europe Limited

Directors’ report

Basel Il Pillar 3

The Company was granted a waiver by the FSA with respect to Basel 11 Pillar 3 disclosure requirements,
as the ultumate parent undertaking produces consohdated Pillar 3 disclosures, which include specific
company iformation Existing waivers and rule modifications were ‘grandfathered’ to the PRA on |
Apnl 2013 For further information on the following, please see TD Bank Group’s (“TDBG™) 2013
Annual Report (AR) and Supplemental Financial Information (SFI) which can be found online at the
TDBG website (http //www td com/annual-report/ar2013/index jsp)

Credit Portfolio Quality AR pages 40-53
Caputal Position AR pages 54-61
Managing Risk AR pages 70-103
Quarterly Basel I Quantitative Disclosures SFI pages 41-58

Remuneration disclosures can be found onhine at the TD Secunties website

http //www tdsecunties com/tds/content/ AU_RegulatoryDisclosure

Disclosure of information to the auditors

So far as each person who 1s a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the anditors to prepare their report, of which the auditors
arc unaware Having made enquiries of fellow directors and the Bank’s auditors, each director has taken
all the steps that he/she 1s obhged to take as a director in order to make himself/herself aware of any
relevant audit information and to establish that the auditors are aware of that information

The directors are responsible for the mamtenance and integnty of the corporate and financial information
included on the Bank’s website Legislation in the United Kingdom goveming the preparation and
disserination of financial statements may differ from legislation in other junisdictions

Auditor

In accordance with Section 485 of the Companies Act 2006 a resolution 1s to be proposed at the Annual
General Meeting for reappointment of Ernst & Young LLP as auditor of the Bank

On behalf of the board
D Cerovic

Director
19 February 2014
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TD Bank Europe Limited

Strategic report

Strategy

As an international operation of a major Canadian financial institution, the primary strategic position 1n
the region 15 to support TDBG’s North Amenican franchise TDBG maintains client relationships with a
sigmficant number of large multinational orgamsations, many of which require access to capital markets
in Europe and elsewhere The Bank helps to provide that facility in the UK and European markets

Business model

The Bank maintains its own employee base 1n terms of both business and infrastructure personnel and also
leverages the operational infrastructure that exists in both TD Bank London Branch (L.ondon Branch) and
Toronto The Bank’s net interest income 15 gencrated in Europe (by staff operating from the London
office), operating expenses are a combination of a) direct costs and b) allocations of overhead costs from
both the London and Toronto operations

Since 1ts inception, the primary business of the Bank has been corporate banking Loans and commtments
are principally made to investment grade corporate customers in the UK and Europe More specifically,
loan assets (including interbank deposits) are comprised of corporate and financial institutions, and central
bank counterparties

Principal activity and review of the business

The Bank, an authonsed mstitution under The Financial Services and Markets Act 2000, carries on the
business of corporate banking

The key financial performance indicators during the year were as follows

2013 2012 Change

£°000 £'000
Net interest income 6,307 9,602 (34)%
Operating profit 9,516 9,013 6%
Profit after tax 7,284 6,745 8%
Shareholder’s funds 517,660 510,376 1%

Net 1nterest income decreased in 2013 by 34% due to the reduction in the size of the corporate loan
portfoho This was primarily due to the matunties in 2013 of the remaining loans that were transferred
from TD Bank Australia branch which were denomunated in higher yielding currencies Included 1n net
mterest income 1s revenue generated by additional funds placed with the Bank of England as part of a
strategy to diversify TDBG’s sources of liquidity The maim dnvers of the increase 1n operating profit are
due to an overall decrease in admumistrative and other expenses, as well as an increase tn loan
commitment, underwriting and advisory fees

Principal risks and uncertainties

The financial nsk management objectives and pohicies of the Bank are shown in Note 24 of the financial
statements

Future developments

The Bank will continue to use its regulatory permussions to support TDBG activity in Europe The
relevant internal approvals have been received to begin a project to allow bond trades to be booked
between TD Bank, London Branch and its external customers via TDBEL, on a ‘matched principal” basis
It 1s anticipated that this project will be completed in the final quarter of 2014

On behalf of the board
%Mj g\/\_,ij
D Cerovic

Director
19 February 2014




TD Bank Europe Limited

Statement of directors’ responsibilities

The directors are responsible for prepanng the Directors' report, Strategic report and the financial
statements 1n accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with Umted Kingdom
Generally Accepted Accounting Practice (Umted Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Bank and of the profit or loss of the Bank for
that period In prepanng those financial statements, the directors are required to

e select suitable accounting pohicies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained m the financial statements, and

s prepare the financial statements on the going concern basis unless 1t ts imapproptiate to presurne
that the Bank will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Bank's transactions and disclose with reasonable accuracy at any time the financial position of
the Bank and to enable them to ensure that the financial statements comply with the Compames Act 2006

They are also responsible for safeguarding the assets of the Bank and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities




Independent auditor’s report
to the members of TD Bank Europe Limited

We have audited the financial statements of TD Bank Europe Limited for the yearended 31 October 2013
which comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the
Balance Sheet and the related notes 1 to 25 The financial reporting framework that has been applied m
their preparation 1s apphcable law and Umited Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

Thas report 15 made solely to the Bank’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has been undertaken so that we mught state to the Bank’s
members those matters we are required to state to ther n an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Bank and the Bank’s members as a bedy, for our audit work, for this report, or for the opinions we have
formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors” Responsibilitics Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for bemg satisfied that they give a true and
fair view Our responsibility 1s to audit and express an opiruon on the financial statements 1 accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards requure us
to comply with the Auditing Practices Board’s (APB’s} Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether cansed by fraud or error This mncludes an assessment of whether the accounting policies are
approprate to the Bank’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of sigmficant accounting estimates made by the directors, and the overall presentation of
the financial statements In addition, we read all the financial and non-financial information 1n the
Directors’ report and Strategic report to 1dentify matenal inconsistencies with the audited financial
statements If we become aware of any apparent material misstatements or inconsistencies we consider the
mmplications for our report

Opinion
In our opinion the financial statements

e give a true and fair view of the state of the Bank’s affairs as at 31 October 2013 and of 1ts profit
for the year then ended,

e have been properly prepared in accordance with Umited Kingdom Generally Accepted
Accounting Practice, and

* have been prepared 1n accordance with the requirements of the Compantes Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic report and Directors’ report for the financial year for
which the financial statements are prepared 1s consistent with the financral statements




Independent auditor’s report

to the members of TD Bank Europe Limited {continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us
to report to you tf, in our optmion

s adequate accounting records have not been kept, or returns adequate for our audit have not been
recerved from branches not visited by us, or

¢ the financial statements are not i agreement with the accounting records and retumns, or
e certamn disclosures of directors’ remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require for our audit

asstr & Yang L&

Manprit Dosanyh (Sentor Statutory Auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor

London

Date 7( Feamey Joi4




TD Bank Europe Limited
- -~ |

Profit and loss account
for the year ended 31 October 2013

2013 2012
Note £'060 £000
Interest receivable and similar mmcome 2 12,171 16,150
Interest payable and simtlar charges 3 (5,864) (6,548)
Net interest income 6,307 9,602
Fees receivable 4 6,244 3,758
Fees payable 5 (224) (56)
Profit / {Loss) on facility transfer 166 (1,022)
Foreign exchange (loss) / gam (141) 311
Nef income from continuing operations 6,045 2,991
Administrative expenses (2,598} (3,036)
Other operating 1ncome 703 899
Other operating expenses (941) (1,482)
Profit on ordinary activities before taxation
from continuing operations 6 9,516 8,954
Discontinued operations
Commussions receivable 4 - 265
Foreign exchange loss - {4
Net income from discontinued operations - 261
Adminmstrative expenses - (202)
Profit on ordinary activities before taxation
from discontinued operations — 59
Tax on profit on ordinary activities 9 (2,232) (2,268)
Retamed profit for the financial year 21 7,284 6,745

The above results are derived solely from continuing operations in 2013

The notes on pages 11 to 32 form an integral part of the financial statements




TD Bank Europe Limited

Statement of total recognised gains and losses

for the year ended 31 October 2013

Note
Profit for the financial year
Total recognised gamns and losses relating to the year
Translation differences on non-Sterling share capital 21

Tofal gains and losses recogmsed since last annual report

The notes on pages 11 to 32 form an integral part of the financial statements

2013 2012
£000 £000
7,284 6,745
7,284 6,745
(387) 220
6,897 6,965




TD Bank Europe Limited
L./ ]

Balance sheet
at 31 October 2013

2013 2012

Note £000 £000
Assets
Intangible fixed assets 10 - 166
Tangible fixed assets 11 18 22
Cash at central bank 12 4,415,079 299,724
Loans and advances to banks 13 215,569 125,056
Loans and advances to customers 14 312,412 344,410
Prepayments and accrued income 15 1,975 756
Other assets 16 16,479 16,476
Total assets 4,981,532 786,610
Liabilities
Deposits by banks 17 4,394,593 140,836
Other deposits 18 44,245 112,784
Accruals and deferred income 19 21,685 21,478
Corporation tax payable 3,349 1,136
Total liabilities 4,463,872 276,234
Shareholder’s funds
Called up share capital 20 361,117 360,730
Profit and loss account 21 156,543 149 646
Total shareholder's funds 21 517,660 510,376
Total habilittes and shareholder’s funds 4981,532 786,610
Memorandum ifems
Commuitments 23 1,324,324 1,113,391

The financial statements were approved by the Board of Directors on 19 February 2014 and signed on
their behalf by

DA
D Cerovic

Director

The notes on pages 11 to 32 form an integral part of these financal statements

10




TD Bank Europe Limited

Notes to the financial statements
at 31 October 2013

Accounting policies

Basis of preparation

The financial statements of TD Bank Europe Limited were approved by the Board of Directors on 19
February 2014

These financial statements have been prepared on the going concern basis under the historical cost
convention modified for the revaluation of denvatives and 1n accordance with the requirements of Schedule
2 of the Large and Medwm size compantes and group (accounts and reports) regulation 2008 relating to
banking companies, Umted Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) and Statements of Recommended Practice 1ssued by the Briish Bankers Association

Certain comparative amounts have been reclassified to conform with the presentation adopted in the current
year

A summary of the accounting policies of the Bank 1s set out below

Fee recognition

Loan origination fees are considered to be adjustments to loan yield and are deferred and amortised over the
term of the loan Comrmutment fees are amortised to other income over the commutment period when 1t 15
unitkely the commitment will be called upon, otherwise they are deferred and amortised over the term of the
resulting loan Loan syndication fees are recogmsed upon completion of the financing placement unless the
yield on any loan retained by the Bank 1s less than that of other comparable lenders involved in the financing
syndicate In such cases, an appropriate portion of the fee 1s recognised as a yield adjustment over the term of
the loan Customer advisory fees are recognised as income when earned Where nternal transfers of
commussion are made to other group companies 1n relation to the business of corperate lending, such amounts
are recogmsed n full as fees payable upon completion of the transaction

Commissions receivable

Commussions recervable anse from the sale of bonds and treasury ills in Europe Commussion mcome 15
accrued as 1t 1s earned

Deferred taxation

Deferred taxation 1s recogmsed in respect of all iming differences that have originated but not reversed at the
balance sheet date ansing from transactions or events that result in an obligation to pay more tax 1n the future
or a nght to pay less tax n the future Deferred tax assets are recogmised only to the extent that 1t 1s
considered more likely than not that there will be suitable taxable profits from which the future reversal of
the underlying timing differences can be deducted Deferred tax assets and hiabiliues are not discounted

Loans and advances and provision for bad and doubtful debts

Loans and advances are stated at their amortised cost, net of provisions for losses on loans and advances and
net of unearned mcome

Provisions for losses on loans and advances are based on evaluation by the directors of their collectability
Specific provisions are raised against debts whose recovery has been identified as doubtful

Estimates of losses on loans and advances require the exercise of judgement and the use of assumptions The
principal factors considered 1n determimung the loan loss provision are the composition and quality of the loan
portfolio, the ability of the individual borrowers to repay the loans, past performance of the individual loans,
existence of overdue interest or principal repayments and, in the event of defanlt, the value and adequacy of
collateral/secunty

11




TD Bank Europe Limited

Notes to the financial statements
at 31 October 2013

Accounting policies {continued)

Interest Income recogmition

Interest earned and paid 1s accounted for at amortised cost using the effective nterest rate method When a
loan 1s classified as impaired, interest accruals cease and any interest previously accrued, but not yet
recerved, 1s reversed agamst nterest income This treatment continues unti, 1n the opimon of management,
there 1s reasonable assurance as to the timely collection of the full amount of loan principal and interest

Share-based compensation plans

The Bank operates a restricted share umt plan, which 1s offered to certain employees of the Bank Under this
plan, participants are awarded share umts equivalent to TDBG’s common shares that generally vest over four
years A hability 15 accrued by the Bank related to such share units awarded and an incentive compensation
expense 15 recogmsed n the Profit and Loss Account over the vesting penod

Compensation expense for these plans 1s recorded in the year the incentive award 1s carned by the plan
participant Changes 1n the value of these plans are recorded in the Profit and Loss Account

The Bank also offers deferred share unit plans to eligible employees Under these plans, a portion of the
participant’s annual incentive award and/or maturing share umts may be deferred as share units equivalent to
TD Bank Group’s common shares

Foreign currencies

Net interest tncome, fees and commnussion recetvable denominated 1n foretgn currencies are translated into
Sterling at average rates of exchange duning the year

For reporting purposes, monetary assets and habihties (including share capital) denominated 1n currencies
other than Sterling are translated into Sterling at spot rates of exchange prevailing at the balance sheet date
Non-monetary assets and habihties denomunated i currencies other than Sterling are translated into Sterling
at the spot rates of exchange at the date of transaction Foreign exchange differences relating to the Bank’s
share capital are taken directly to profit and loss account reserves Other foreign exchange gains or losscs are
dealt with through the prefit and loss account as other operating income or expense

Financial assets

Financial assets are recogmsed when the Bank becomes party to the contracts that give rise to them and are
classified as financial assets at fair value through profit or loss, leans and recervables, held-to-matunty
investments, or as available-for-sale financial assets, as appropnate The Bank determines the classification
of its financial assets at imtial recognition and re-evaluates this designation at each financial year-end When
financial assets are recognised 1nitially, they are measured at fair value, being the transaction price plus, n
the case of financial assets not at fair value through profit or loss, directly attributable transaction costs

All regular purchases and sales of financial assets are recogmsed on the trade date, being the date that the
Bank commuts to purchase or sell the asset Regular transactions require delivery of assets within the
timeframe generally established by regulation or convention 1n the market place The subsequent
measurement of financial assets depends on their classification, as follows

Frnancial assets at farr value through profit or loss
Financial assets classified as held-for-trading and other assets designated as such on inception are included 1in
thus category Financial assets are classified as held-for-trading 1f they are acquired for sale in the short terim

12




TD Bank Europe Limited

Notes to the financial statements
at 31 October 2013

Accounting policies (continued)

Financial assets (continued)

Denvatives are classified as held-for-trading  Assets are carned in the balance sheet at fair value with gawns
or losses recogmised in the profit and loss account

Held-to-maturity investments

Nen-denvative financial assets with fixed or determinable payments and fixed maturity are classified as held-
to-maturity when the Bank has the positive intention and abihty to hold to maturity Held-to-matunty
investments are carned at amortised cost using the effective interest rate method

Loans and recevables

Loans and receivables are non-dervative financial assets with fixed or determuinable payments that the Bank
does not intend to sell immediately or 1n the near term and that are not quoted 1n an active market Loans are
accounted for at amortised cost, net of an allowance for loan losses and net of unearned income, which
mcludes prepaid interest, loan ongmation fees, commitment fees, loan syndication fees, and unamortised
discounts

All purchased loans are imhally measured at their fair value which reflects the expected credit losses
estimated at the acqusition date As a result, no allowance for credit losses 1s recorded on the date of
acquisiion Subsequent to the acquisition date, the loans are accounted for at amortised cost Expected cash
flows at the acquisition date 1n excess of the fair value of loans are recorded as interest income over the life
of the loans using the effective interest rate method if the uming and amount of the future cash flows s
reasonably estimable Subsequent increases in cash flows over those expected at the acquisition date are
recognized as interest income using the effective interest rate method Decreases in expected cash flows after
the acquisition date are recognmzed by recording an atlowance for credit losses

Avatlable-for-sale financial assets
Available-for-sale financial assets are those non-denivative financial assets that are designated as such or are
not classified in any of the three preceding categornies

Impairment of financial assets

The Bank assesses at each balance sheet date whether a financial asset or group of financial assets 1s
impaired

Assets carried at amortised cost

If there 15 objective evidence that an impairment loss on loans and receivables carnied at amortised cost has
been incurred, the amount of the loss 1s measured as the difference between the asset’s carrying amount and
the present value of esttimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (1 e the effective interest rate computed at
iutial recogmuion) The carrying amount of the asset 15 reduced, with the amount of the loss recognised in
admunistration costs

If, 1n a subsequent penod, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurnng after the impairment was recogmsed, the previously recogmsed impairment
loss 15 reversed Any subsequent reversal of an impairment loss 1s recogmised in the profit and loss account,
to the extent that the carrying value of the asset does not exceed 1ts amortised cost at the reversal date

Derivative financial instruments and hedging

Denvative financial instruments are imtially recognised at fair value on the date on which a denvative
contract 15 entered into and are subsequently re-measured at fair value Derivatives are carned as assets when
the fair value 1s positive and as liabilities when the fair value 1s negative The fair value of interest rate swap
contracts 1s determimed by reference to market values for similar instruments

13




TD Bank Europe Limited
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Notes to the financial statements
at 31 October 2013

1 Accounting policies (continued)

Financial habilities at fair value through profit or loss

Fimancial habihities at fair value through profit or loss includes financial habilities held-for-trading and
financial liabihties designated upon imtial recogmtion as such

Financial habilities are classified as held-for-trading 1f they are acquired for the purpose of selling in the short
term Denvatives, including separated embedded denvatives, are also classified as held-for-trading unless
they are designated as effective hedging instruments Gains or losses on liabilities held-for-trading are
recogrused 1n profit or loss

All of the Bank’s financial liabilities, except those classified as trading, were recorded on an amortised cost
basis

Derecognition of financial assets and habilities

A financial asset or Labihty 1s generally derecognised when the contract that gives nise to 1t expires or 1s
settled, sold or cancelled

Where an existing financial hability 1s replaced by another from the same lender on substantially different
terms, of the terms of an existing hability are substannally modified, such an exchange or modification 1s
treated as a derecogmtion of the ortginal hability and the recognition of a new lability, such that the
difference in the respective carrying amounts together with any costs or fees incurred are recogmised n profit
or loss

Fair value of financial assets and habilities

For certain financial assets and financial liabihities that are short term in nature or contain vanable rate
features, fair value 1s based on the appropriate prevailing interest rates and/or credit curves The fair value of
loans and advances te banks, interest-beaning deposits by banks and customers’ liabilities under acceptances
are considered to be equal to carrying value

The estimated fair value of loans reflects changes in interest rates which have occurred since the loans were
ongmated and changes in the creditworthiness of mdividual borrowers For fixed-rate performing loans,
estimated fair value 15 determined by discounting the expected future cash flows related to these loans at
market interest rates for loans with similar credit nsks The fair value of loans 15 not adjusted for the value of
any credit protection the Bank has purchased to mutigate credit nsk For floating rate performing loans,
changes 1n interest rates have mimimal 1mpact on fair value since loans reprice to market frequently On that
basis, 1n the absence of detenoration 1n credt, fair value 1s assumed to equal carrying value

Intangible fixed assets

Intangible assets are amortised on a straight line basis over their estimated useful lives up to a maximum of
20 years The carrying value of intangible assets is reviewed for impairment at the end of the first full year

following acquisttion and 1n other peneds 1f events or changes in circumstances indicate the carrying value

may not be recoverable

Computer software 3 years straight line

Amornisation 1s charged from the relevant month in the year use commences

Tangible fixed assets
Depreciation of tangible fixed assets 1s provided over estimated useful lives as foltows

Computer hardware Straight line over applicable useful life
Furnmiture and fittings 15 years straight line

Depreciation 1s charged from the relevant month n the year use commences

14




TD Bank Europe Limited
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Notes to the financial statements
at 31 October 2013

1. Accounting policies (continued)

Pension costs

An external pension provider operates a defined contribution scheme on behalf of the Bank and payments
made by the Bank are charged directly to the profit and loss account in the peniod to which they relate
Related party transactions

Under paragraph 3(c) of FRS 8 “Related Party Disclosures”, the Bank has taken advantage of the exemptions
permutted for related party transactions as a result of being a wholly owned subsidiary of a group, where the
ulumate parent prepares consohdated financial statements which include the Bank and which are publicly
available (see Note 25)

Cash flow statement

The Bank has not produced a cash flow statement In accordance with FRS | (revised 1996) "Cash Flow
Statements”, the Bank 1s claiming an exemption as the financial statements of its ultimate parent are publicly
available

Segmental information

The sole class of business of the Bank during the yecar was corporate banking The geographical segment
from which the Bank’s corporate banking income 1s predormnantly generated 1s Europe

2. Interest receivable and similar income

2013 2012

£'000 £000

Interest receivable on cash at central bank 6,556 1,145
Interest receivable on loans — ultimate parent undertaking 811 1,296
Interest receivable on loans — group undertaking 11 60
Interest receivable on loans and advances to customers 4,793 13,649
12,171 16,150

3 Interest payable and similar charges

2013 2012

£'000 £000

Interest payable on deposits by banks — ultimate parent undertaking 5,138 2,552
Interest payable on deposits — group undertaking 726 3,993
Interest payable on other assets - 3
5,864 6,548

15




TD Bank Europe Limited
L' _____________________ - - " |

Notes to the financial statements
at 31 October 2013

4. Fees and commissions receivable

2013 2012

£000 £000
Commitment fees receirvable on loans and advances to customers 1,852 1,936
Other fees receivable on loans and advances to customers 1,735 950
Investment banking fees receivable from ultimate parent undertaking 2,105 643
Other fees recervable from group undertaking 374 229
Customer advisory fees receivable 178 -
Commussion income from ultimate parent undertaking on the sale of bonds - 221
Commssion income from ultimate parent undertaking on the sale of T-bills - 44

6,244 4,023

Comrmussion income from ultimate parent undertaking on the sale of bonds and T-bills 1s from discontinued
operations

5. Fees and commissions payable

2013 2012
£000 £000
Other fees payable to ulimate parent undertaking 224 56
6 Profit on ordinary activities before taxation
Operating profit 1s stated after charging
2013 2012
£000 £000
Other amounts payable to ultimate parent undertaking 551 323
Auditor’s remuneration - audit services 51 57
Auditor’s remuneration — non audit services 2 -
Amortisation (Note 10) 166 203
Deprectation (Note 11) 4 5
7. Directors’ remuneration
2013 2012
£000 £'000
Non-exccutive Director Emoluments 30 30

The executive directors receive no remuneration n respect of their services to the Bank Although none of
the Bank’s directors 1s a director of the ultmate parent company, they receve remuneration n respect of
their services to the group as a whole No recharges have been made to the Bank relating to the remuneration
of directors during the year (2012 £Nil)

No pension contributions under either a defined contnibution or defincd benefit scheme were accrued for any
director 1n 2013 (2012 £Ni1l) 1n respect of their role with the Bank

During the year, no director was advanced a loan (2012 £Nul) 1n respect of therr role with the Bank

16
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Notes to the financial statements
at 31 October 2013

8. Employees

2013 2042
£'000 £000
Wages and salanies 1,742 2,188
Social secunty costs 180 227
Other pension cosis 97 57
2,018 2,472
The average monthly number of employees during the year was as follows
2013 2012
No No
Front office 6 6
Support staff 2
8 8
9 Taxation
2013 2012
£900 £'000
Current tax
UK Corporation tax on profits for the year 2,225 2,277
Adjustments 1n respect of prior periods (7) ]
Total current tax charge 2,218 2,278
Deferred tax
Change in opening deferred tax resulting from reduction in tax rates 19 12
Origtnation and reversal of tming differences 6 37
Adjustments in respect of prior periods (1) 15
Tax on profit on ordinary activities 2,232 2,268
2013 2012
£'000 £000
Deferred tax asset.
At 1 November 144 134
Change 1n opening deferred tax resulting from reduction 1n tax rates (19 (12)
Ansing in the year 3 22
At 31 October 130 144
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9. Taxation {continued)

The headline rate of UK corporation tax reduced from 24% to 23% on 1 Apnl 2013, and through the
enactment of Finance Act 2013 will reduce further to 21% from 1 Apnl 2014 and 20% from 1 Apnl 2015

Under UK GAAP, deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the peniod when the asset 15 realised or the hability 1s settled, based on tax rates {and tax laws) that have been
enacted or substantively enacted by the balance sheet date

Since the future reductions of the corporation tax rate to 21% and 20% were enacted on 17 July 2013, the
deferred tax balances at 31 October 2013 have been assessed accordingly

The current tax assessed for the year 1s lower than the hybnd rate applying in the UK (23 41%) The
differences are explained below

2013 2012
£000 £000
Profit on ordinary activities before tax 9,516 9,013
Profit on ordinary activities muluplied by hybrid rate
in the UK of 23 41% (2012 24 83%) 2,228 2,238
Effects of
Expenses not deductible for tax purposes 3 2
Timmung differences (6) 37
Adjustments to tax charge n respect of prior perods (7) 1
Total current tax charge 2,218 2,278
10. Intangible fixed assets
Development
Expenditure
£000
Cost
As at 1 November 2012 498
Additions during the year -
At 31 October 2013 498
Amortisation
As at 1 November 2012 (332)
Charge {for the year (166)
At 31 October 2013 498
Net book value at 31 October 2013 -
Net book value at 31 October 2012 166
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Tangible fixed assets

Cost
At 1 November 2012

Additions during the year
At 31 October 2013

Accumulated depreciation
At 1 November 2012
Charge for the year

At 31 October 2013

Net book value at 31 October 2013

Net book value at 31 October 2012

Cash at central bank

Remaining maturity
Repayable on demand

Amounts repayable on demand are interest beanng

Loans and advances to banks

Remaimng matunity

3 months or less, but not repayable on demand

Repayable on demand

Furniture
Computer and
hardware Sittings Total
£000 £000 £000
15 19 34
i5 19 34
(8) @ {12)
3 Q)] @)
an (5 {16)
4 14 18
7 15 22
2013 2012
£000 £000
4,415,079 299,724
2013 2012
£000 £'000
213,659 103,169
21,910 21,887
235,569 125,056

Included n loans and advances to banks are amounts owed by ulumate parent undertaking of £235,568,546
(2012 £125,056,096), of which £21,909,546 (2012 £21,886,834) 1s repayable on demand Amounts

repayable on demand are non-interest beaning Amounts not repayable on demand are interest beaning
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14. Loans and advances to customers

2013 2012
£000 £000

Remaining maturity
5 years or less, but over 1 year 205,797 102,000
1 year or less, but over 3 months 106,615 210,251
3 months or less, but not repayable on demand - 32,159
312,412 344 410

Loans and advances to customners are interest beaning
15. Prepayments and accrued income

2013 2012
£000 £000
Accrued nterest recervable on loans to central bank 1,315 115
Accrued interest recervable on loans to customers 369 358
Customer loan fees receivable 291 283
1,975 756

Amounts receivable on loans to central bank are repayable on demand and are non- intercst bearing Amounts
recervable on loans to customers arc not repayable on demand and are non-interest beaning

16. Other assets

2013 2012

£000 L1000

Amounts receivable from ultimate parent undertaking 16,349 16,091
Amounts receivable from group undertaking - 240
Deferred tax asset (Note 9) 130 146
16,479 16,476

Amounts recetvable from ultimate parent undentaking and group undertaking are repayable on demand and
are non-interest bearing

17. Deposits by banks

2013 2012
£000 £000

Remaining matunty
3 meonths or less, but not repayable on demand 230,223 140,734
Repayable on demand 4,164,370 102
4,394,593 140,836

Amounts repayable on demand are non-interest bearing Amounts not repayable on demand are interest
bearing
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Other deposits

Other deposits from group undertaking

Other deposits from group undertaking are interest bearing

Accruals and deferred income

Amounts payable to immediate parent undertaking
Amounts payable to ultimate parent undertaking
Amounts payable to other group companies

Other accruals and deferred income

2013 2012

£000 £000

44,245 112,784
2013 2012
£1000 £000
- 8
15,886 15,950
617 206
5,182 5,314
21,685 21,478

Amounts payable to immediate parent undertaking, ultimate parent undertaking and other group compantes
are repayable on demand and are non-interest beaning All external supplier payments are settled on

presentation of mvoice Internal suppliers are setiled on demand

Share capital

Authonsed

100,000,000 (2012 100,000,000) ordinary shares of US$1 each
500,000,000 (2012 500,000,000) redeemable preference shares of US$1 each

500,000,000 (2012 500,000,000) redeemable preference shares of £1 each

Allotted, called-up and fully paid.

40,000,000 (2012 40,000,000) ordinary shares of UJS$1 each
56,663,750 (2012 56,663,750) redeemable preference shares of US$1 each

GBP equivalent of USD-denomunated share capital @ 1 6033(2012 1 6137)
300,827,500 (2012 300,827,500) redeemable preference shares of £1 each

Called-up share caputal

2013 2012
US3000 US3000
100,000 100,000
500,000 500,000
600,000 600,000

£000 £000
500,000 500,000
Usso00 USS000
40,000 40,000
56,664 56,664
96,664 96,664
£000 £000
60,289 59,902
300,828 300,828
361,117 360,730
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Share capital (continued)

All redeemable preference shares (both £ and US$) are redeemable at par

In the event that 1t 15 resolved to distnbute, by way of dividend, all or part of the profits, the holder of the
redeemable preference shares (both £ and US$) has the night to receive a vanable non-cumulative preferential
dividend at such rate to be determined by the 1ssuer

The redeemable preference shares (both £ and US$) have attached to them the same nghts regarding voting
and payment on a winding up as are attached to ordinary shares

Capital management

The primary objectives of the Bank's capital management are to ensure that the Bank complies with
externally imposed capital requirements and that the Bank maintawns healthy capital ratios 1n order to support
its business and maximise shareholder value The Bank will make adjustments to 1ts capital m hght of
changes n economic conditions and the risk charactenistics of its activities The Bank continues to hold
sufficient capital levels to ensure that flexibility 1s maintamed in 1ts operations No changes were made 1n the
objectives, policies or processes duning the years ended 31 October 2013 and 31 October 2012

The Group Treasury and Balance Sheet Management function 1s responsible for managing capital for TDBG
and for acquinng, maintaining and retining capital, with oversight from the ultimate parent, namely TDBG’s
Board of Directors

Regulatory capital

2013 2012

£'000 £1000

Tier 1 capital 362,580 348,250
Tier 2 capital 154,275 161,056
516,855 509,306

Capital required 139,131 135,176

Regulatory capitai consists of Tier 1 caputal, which compnises share capital and retained eamings including
current year profit A proportion of the redeemable preference share capital (both £ and US$) 15 eligible for
inclusion in Tier 1 capital The other component of regulatory caputal 1s Tier 2 capital, which ncludes
preference shares, being the excess over the hmuts for innovative Tier 1 instruments
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Reconciliation and analysis of shareholder’s funds

Year ended 31 October 2013

At 1 November 2012

Foreign exchange gan / (loss)
on opemng share capital
Profit for the financial year

At 31 October 2013

Year ended 31 October 2012

At | November 2011

Foreign exchange gain / (loss)
on opeming share capital
Profit for the financial year

At 31 October 2012

Profit and Ordinary Preference Shareholder's
loss account share capital shares (equty) Sunds
£000 £'000 £'000 £000
149,646 24,788 335,942 510,376
(387) 160 227 -

7,284 — - 7,284
156,543 24,948 336,169 517,660
Profit and Ordinary Preference Shareholder's
loss account share caprtal shares (equity) Sunds
£000 £000 £000 £000
142,681 24,879 336,071 503,631

220 91 (129) -

6,745 - - 6,745
149,646 24,788 335,942 510,376
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Share-based payments

The Bank operates a restnicted share umt plan which s offered to certain employees Under this plan,
participants are awarded share units equivalent to TDBG's common shares that generally vest over four
years, providing the employees have remained continuously employed by the Group for this period The
number of units granted 15 determined using the closing share price on the Toronto Stock Exchange (TSX) on
the trading day preceding the grant date

Beginning with units granted i December 2009, the Human Resources Commuttee (“HRC™) of the Board of
TDBG has the discretion to adjust the number of umts within a range of +-20% at matunty based on
considerations of nisk cutcomes durng the hife of the award Share units are subject to a claw back n the
event of a matenal mmisrepresentation resulting in the restatement of financial results or a matenal error,
within a 36 month retrospective pertod In the event of a matenal misrepresentation or error, the comnuttee
will deterrine the extent of the claw back based on the specific circumstances

At the matunty date, the participant receves cash representing the value of the share uwnits, unless the
employee previously clected to defer them into deferred share units Any dividends earned over the period
will be re-invested 1n additional units that will be paid at matunity Redemption proceeds are paid within 60
days of maturity, net of statutory withholdings, and are taxed as employment income The redemption value
of unuts can be reduced by the HRC 1n unusual circumstances

A hability 15 accrued by the Bank related to such share units awarded and an 1ncentive compensation expense
1s recogmsed in the profit and loss account over the vesting period Compensation expense for these plans 1s
recorded 1n the year the mcentive award 15 earned by the plan participant Changes 1n the value of these plans
are recorded m the profit and loss account For the year ended 31 October 2013, the Bank recogmsed
compensation expense for these plans of £179,634 (2012 £294 470)

2013 2012

No of

No of units units

Outstanding at | November 13,498 16,729
Granted during the year 6,339 6,990
Transfers out during the year (3,098) (4,997)
Released during the year {6,387) {5,224)
OQutstandhing at 31 October 10,352 13,498

TDBG share price at 31 October 2013 was C$95 64 (2012 C$81 23) The CAD/GBP exchange rate at 31
October 2013 was 1 6718 (2012 1 6121}
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23. Commitments

In the normal course of business the Bank enters into various contractual commitments These
commtments consist of the following types at 31 October

2013 2012
Undrawn Letters Total Undrawn Letters Total
Jacilities of credit  comnutments Jaciles of credit  commuitments
£060 £'000 £'000 £'000 £000 £'000
1 year and over 1,322,943 1,381 1,324,324 1,079,725 1,372 1,081,097
Less than 1 year ~ - - 32,294 - 32,294
1,322,943 1,381 1,324,324 1,112,019 1,372 1,113,391

The Bank’s undrawn facilities and letters of credht arc contractual amounts that commut the Bank to extend
credit to customers

24, Risk management

Objectives, policies and strategies

The principal financial risks faced by the Bank are credit nisk, interest rate risk, hiquidity rnisk and foreign
currency nisk A description of the sigmficant risks associated with the Bank's activities is provided below

The Bank has a formal board-approved structure for managing nisk, including established nsk hmuts,
reporting hines, mandates and other control procedures

Risk management structure

The Board of Directors is ultimately responsible for identifying and controlling risks, there are, however,
separate independent bodies responsible for managing and monitoring risks

Risk commuttee

The Risk Commuttee of the ultimate parent undertaking has the overall responsibility for the development of
group nisk strategy and 1mplementation principles, frameworks, policies and hmts It 1s responsible for the
fundamental nisk 1ssues and manages and momtors relevant risk decisions

Risk management

The Bank reports to the Group Risk Management Department of the ultimate parent undertaking, which 1s
responsible for implementing and maintaining nsk-related procedures to ensure an independent control
precess and for momtoring compliance with nisk principles, policies and Iimuts across the Bank This umt
also ensures the complete capture of the risks 1n nsk measurement and reporting systems

Treasury

The Finance Department of the Bank 1s responsible for managing the Bank’s assets and habihities and the
overall financial structure It 15 also primanly responsible for funding and managing the hiquidity risks of the
Bank

Internal audtt

Using a nsk-based approach, nsk management processes throughout the Bank are audited on a penodic basis
by the Internal Audit Department of the ultimate parent undertaking, which examines both the adequacy of
the procedures and the Bank’s compliance with the procedures Internal Audit discusses the results of all
assessments with management and reports its findings and recommendations to the Audit Commuttec
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Risk management (continued)

Risk measurement and reporting systems

Monttoning and controlling risk 1s pnmanly performed based on hmuts established by the Bank These limts
reflect the business strategy and market environment in which the Bank operates as well as the level of risk
that the Bank 1s willing to accept In addition, the Bank monitors and measwes the overall risk-beaning
capacity 1n relation to the aggrepate risk exposure across all nsk types and activities

Information compiled from daily operations 1s examined and processed m order to analyse, control and
identify nisks This information 1s presented and shared among the Board of Dectors and the Bank’s senior
management The reporting includes aggregate credit exposure, hold-limits exceptions and nsk profile
changes

Risk mitigation

As part of 1ts overall nsk management, the Bank may, from time to time, use contingent sub-participations,
dertvatives and other mstruments to manage exposures resulting from changes 1n interest rates, foreign
currencies, equity risks, credit risks, and exposures arising from forecast transactions

During the year, the Bank purchased credit protection over £21,172,087 (2012 ENil) of its contractual
commitments to customers of which £10,585,895 was drawn (2012 £12,717,935) The protection takes the
form of an agreement with the ultimate parent undertaking such that in the occurrence of a specified credit
event the associated commmtment will be sub-participated to the ultimate parent entity and the Bank wall not
incur a loss on the transaction

Credit risk

Credit nisk 15 the nisk that the Bank will mcur a loss because 1ts counterpartics fail to discharge therr
contractual obligations The Bank manages and controls credit sk by setting limits on the amount of nsk 1t 1s
willing to accept for mdividual counterparties and by monttoring exposures in relation to such limts
Counterparty limuts are established by the use of a credit risk classification system, managed by the Group
Risk Management Department of the ultimate parent undertaking, which asqigns each counterparty a risk
rating Rusk ratings are subject to regular review and revision

Credit nsk for off-balance sheet financial instruments 1s defined as the possibility of sustaming a loss as the
result of another party to a financial instrument falling to perform in accordance with the terms of the
contract The Bank uses the same credit policies in making conditional obligations as 1t does for on-balance
sheet financial instruments through established credit approval, risk control lIimits and momitoring procedures

The Bank’s maximum exposure to credit nsk, excluding the value of collateral, of which none was held
during the year (2012 £Nil), 15 reflected in the carrying amounts of financial assets on the balance sheet
Gross maximum credtt risk exposure

The following table presents the maximum amount of additional funds that the Bank could be obligated to
extend, before taking into account any collateral held or other credit enhancements

2013 2012
£000 £060
Loans and advances to customers
mcluding all contractual commitments, maturing
- 1 year and over 1,530,121 1,183,097
- Less than 1 year 106,615 274,704
1,636,736 1,457,801
Cash at central bank 4,415,079 299724
Loans and advances to banks 235,569 125,056
Other assets 18,454 17,232
Total credit exposure 6,305,838 1,899,813
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Risk management {continued)

Credit nsk (continued)

Concentration of credit risk exists where a number of borrowers or counterparties are engaged 1n similar
activities, are located n the same geographic area or have comparable economic characteristics Their
ability to mect contractual obligations may be similarly affected by changing economie, political or
other conditions

The Bank’s target market 1s principally borrowers domiciled in the UK and Euwrope, although the Bank also
has exposure to borrowers dormiciled in Austrabia, the United States and Canada

The current exposure to central banks generates a concentration of credit nsk This has been deemed to be
within the group nisk thresholds due to the fact that the exposure 1s to a highly rated sovereign counterparty

The Bank’s intention 1s to maintain a diversified portfolio of exposure by industry segment No
specific imits apply for aggregate cxposure to counterparties operating i individual industries The
Bank uses an internal system, however, whereby individual industry segments are classified under risk
rating grades and it monitors 1ts individual industry exposures to ensure that there 1s no over-
concentration of exposure 1n individual industry sectors or shift in the ovenall portfolio into the higher
risk categories

In order to avoid excessive concentrations of risk, the Bank’s policy and procedures include specific
guidehines to focus on maintaining a diversified portfolio and undertaking detaled credit checks before a
customer 1s accepted ldentified concentrations of credit risk are controlled and managed accordingly

The credit quality of financial assets 1s managed by the Bank using a combination of external credit
ratings agencies and internal rating methods to establish whether loans and advances are rated as either
investment grade or non-investment grade The table below shows the credit quality by class of financial
instruments

At 31 October 2013

Non-

Investment investment
grade grade Unrated Total
£000 £000 £000 £'000
Cash at central bank 4,415,079 - - 4,415,079
Loans and advances to banks 235,569 - - 235,569
Loans and advances to customers 302,584 4,525 5,303 312,412
4,953,232 4,525 5,303 4,963,060

Af 31 October 2012

Non-

Investment nvestment
grade grade Unrated Toral
£'000 £'000 £000 £'000
Cash at central bank 299,724 - - 299,724
Loans and advances to banks 125,056 - - 125,056
Loans and advances to customers 320,512 1,518 22,380 344,410
745,292 1,518 22,38 769,190

There are no financial assets which are past due
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24. Risk management (continued)

Credit nsk (continued)

The Bank’s portfolio could be sensitive to changing conditions in particular geographic regions
Although all corporate banking revenue 1s generated in Europe, the geographic areas of ultimate risk,
which equalled or exceeded 5% of the total concentration of total loans and advances to customers, were
as follows at 31 October

2013 2012
Loans and advances to Loans and advances to
Customers Banks Customers Banks

£000 o £000 24 £'900 9 £000 ag

Canada 104,834 34% 235,569 5% 104,470 31% 125,056 29%
Switzerland 63,539 20% - - 30,984 9% - N
Australia 62370 20% - - 79,266 23% - -
Germany 44,245 14% - - 63,337 18% - -
Netherlands 17,871 0% - - - - - -
United Kingdom 8,967 3% 4,415,079 95% 17,346 5% 299,724 71%
United States - - - - 14,770 10% - -
Other Intenational' 10,586 3% - - 14,237 4% - -
312,412 100% 4,650,648 100% 344 410 100% 424,780 100%

! Other [nternational includes countries where the exposure 1s less than 5% of the leans and advances to both customers and

banks in both the current and prior years

Of the total commitments and loans and advances to customers, industry segments which equalled or
exceeded 5% of the total concentration were as follows at 31 October

213 2012
Undrawn Undrawn
Drawn Loans Commitments Drawn Loans Comnutments
£000 % £'000 % £000 % £000 %

Real Esiate 100,000 32% - - 100,000 30% - -
Conglomerates 61,579 20% 46 232 3% 63,144 18% - -
Telecommunications 62,370 20% 46,777 4% - - 110,736 10%
Automotive 44,245 14% 147,356 11% 32,159 9% 163,524 15%
Ol & Gas 17 871 6% 13,314 1% - - - -
Unlities 10,586 3% 109,824 8% 44,327 13% 105,330 9%
Transportation 8,967 3% 129413 10% 19,902 6% 118,053 11%
Minming - - 249,895 19% - - 170,827 15%
Food, beverage &
tobacco - - 154,629 12% 25,475 % 139,672 13%
Chemacal - - 190,546 14% 40,473 12% 72,291 6%
Sundry
Manufactunng - - 105,681 8% - . - -
Holding company - - 46,559 4% - - - -
Media &
Entertainment - - 42,037 3% 15,498 4% 98,867 9%
Manufacturing &
Wholesale - - - - - 97,865 9%
Other Industries’ 4834 2% 42,061 3% 3,432 1% 36,225 3%

312411 100% 1324 324 100% 344,410 100% 1,113,391 100%

z Other Industries includes industry segments where the exposure i1s less than 5% of both the drawn loans and the total

commitments in both the current and prior years
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24. Risk management {continued)

Interest rate risk

The following table sets out the carrying amount by matunity of the Bank’s financial instruments that are
exposed to interest rate risks

At 31 October 2013
Within Tto2 2t03 Jto 4 4105
! year years years years years Total
£000 £000 £000 £000 £000 £000

Floating rate

Cash at central bank 4,415,079 - - - -~ 4,415,079
Loans and advances
to banks 235,569 - - - - 235,569
Loans and advances
to customers 106,615 162,370 27,228 5,612 10,587 3i2,4i2
Deposits by banks (4,394,593) - - — - (4,394,591
Other deposits (44,245) - - - - (44,245)
318,425 162,370 27,228 5,612 10,587 524,222
interest rate
sensitivity gap 318,425 162,370 27,228 5,612 10,587 524,222
Off balance sheet
items — 113,430 438,211 97,365 675318 1,324,324
Cumulative inferest
rate sensitivity gap 318,425 275800 465439 102977 685905 1,848,546
At 31 October 2012
Within T2 2t03 3t0 4 4105
! year years years years years Total
£6000 £000 £000 £000 £000 £000
Floaung rate
Cash at central bank 299724 - - -~ - 299,724
Loans and advances
to banks 125,056 - - - - 125,056
Loans and advances
to customers 242,410 9,295 33,092 50,614 8,999 344,410
Deposits by banks (140,836) - - - - (140,836)
Other deposits (112,784) — - - - (112,784)
413,570 9,295 33,092 50,614 8,999 515,570
interest rate
sensitivity gap 413,570 9,295 33,092 50,614 8,999 515,570
Off balance sheet
items 32,294 74,788 260,390 461,616 284,303 1,113,391
Cumulative interest
rate sensifivity gap 445 864 84,083 293482 512230 293302 1,628,961

Interest on financial instruments classified as floating rate 1s re-priced at intervals of less than one year
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Risk management (continued)

Interest rate risk {continued)

Interest on financial mstruments classified as fixed rate 1s fixed until the matunty of the instrument The
other financial instruments of the Bank that are not included 1n the above tables are non-interest bearing and
therefore not subject to interest rate risk

The following table demonstrates the sensitrvity of floating rate assets and liabilities to a 100 basis point
change 1n the interest rate with all other vanables held constant, to the Bank’s profit before tax This table
discloses absolute values for the potential interest rate movements when applied to the average assets and
liabilities balance throughout the year

2013 2012

Increase/ Increase/

decrease 1n decrease i
interest rate £000 mterest rate £000
Asscts Cash at central bank +/-100bps 13,025 +/-100bps 2,281
Loans to banks +/-100bps 2,122 +/-100bps 2,957
Loans to customers +/-100bps 2,372 +/-100bps 3,858
Liabihties Deposits by banks +/-100bps 12,076 +/-100bps 2,954
Other Deposits +/-100bps 239 +/-100hps 975

Liquidity nsk

The Bank’s hqudity policy 1s to maimntamn sufficient liquid resources to cover cash flow 1mbalances and
fluctuations 1n funding, to retain full public confidence 1n the solvency of the Bank and to enable the Bank to
meet 1ts financal obligations This 15 achieved through mamtaining a prudent level of hquid assets and
through management control of the growth of the business The matunty profile of the Bank’s assets and
liabilities, based on contract matunty date or earliest available date on which repayment can be demanded
where relevant, 15 set out 1n Notes 12 to 19
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Risk management (continued)

Foreign currency risk

The Bank uses matched funding with the ultimate parent undertaking to finance 1ts business activities It
funds its business activities 1n the respective currency, thus mimmsing foreign currency exposure

Foreign currency and interest rate exposures of the Bank were as follows

At 31 October 2013

Sterling

Australian Dollars
US Dollars

Euro

Canadian Dollars
New Zealand Dollars

At 31 October 2012

Sterling

Austrahan Dollars
US Dollars

Euro

Canadian Dollars
New Zealand Dollars

Fiancial Assets Financial Liabilities
Floating Fixed Non- Floating Fixed Non- Net
interest nterest Interest interest interest interest Sfinancial
rate rate bearing rate rate bearing asseits
£000 £0900 £000 £000 £'000 £000 £'000
4,735,842 - 23,470 (4,233,590) - (465,382) 60,340
44,246 - 13,383 (44,246) - {13,383) -
145,464 - 2,100 {146,038) - (61,815) (60,289)
15,420 - 314 (14,785) - (949) -
179 - 1,566 (179) - (1,617) (51)
- - 1,527 - - (1,527) -
4,941,151 — 42,360 (4,438,838) — (544,673) —
Financial Assets Financial Liabilities
Floating Fxed Non- Floating Fixed Non- Net
interest interest nterest interest interest mnterest Sfinancial
rate rate bearing rate rate bearing assets
£'060 £600 £000 £000 £'000 £000 £000
519,403 - 15,989 (22,380) - (453,079) 59,903
125,942 - - (112,784) - (13,158) -
92,052 - 12 (90.520) - (61,445) (59,901)
26,796 - 166 (25,852) - {1,110) -
3,487 - 526 (2,084) - (1,931) 2)
1,510 — - - - (1,510) —
769,190 — 16,663 (253,620) — (532,233) —
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Foreign currency risk (continued)

The following table demonstrates the sensitivity to a reasonably possible change, set at 10%, 1n the Sterling
exchange rate against the US Dollar, Canadian Dollar, Australian Dollar, New Zealand Dollar and Eure
exchange rates, with all other vanables held constant, to the Bank’s profit before tax and the Bank’s equity
This table discloses absolute values for the potential exchange rate movements at 31 QOctober

2013 2012
Increase/ Equity PBT Equty PRT
Decrease £000 £000 £000 £000
Austrahan Doliars +-10% - 120 - 470
Canadian Dollars +-10% - 60 — 89
US Dollars +/-10% 6 i4 6 80
Euro +/-10% - 35 - 25
New Zealand Dollars +-10% - - - 14

25 Ultimate parent undertaking and controlling party

The immediate parent company and the parent undertaking of the smallest group of which the Bank forms
part of 1s Toronto Domimon Investments BV, which 15 incorporated in the Netherlands Copies of the
immediate parent’s financial statements may be obtained from 60 Threadneedle Street, London, EC2R 8AP,
UK

The Bank’s ultimate parent undertaking, controlling party and the parent of the largest group to consolidate
the financial statements of the Bank 1s The Toronte-Domimon Bank, which 1s incorporated in Canada
Copies of The Toronto-Donunion Bank’s group financial statements may be obtained from Finance Control
Division, The Toronto Domumion Bank, PO Box [, Torento-Domtnion Centre, King St W and Bay St,
Toronto, Ontario M3K 1A2, Canada Copies of the group financial statements may also be obtained online at
www td com
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