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" SIG 1 HOLDINGS LIMITED R ~.SC143950
STRATEGIC REPORT

The drrectors of SIG 1 Holdlngs Limited (“the Company”) present their annual report together with the
audited financial statements for the year ended 31 December 2016.

ACTIVITIES AND BUSINESS REVIEW

- Principal activity
The principal activity of the Company continues to be the holding of mvestments

The Company is a subsidiary of The Royal Bank of Scotland Group plc (RBS) whrch provrdes the
- Company with direction and access to all central resources it needs and determines policies in all key
" areas such as finance, risk, human resources or environment. For this reason, the directors believe
that performance indicators specific to the Company are not hecessary or appropriate for an.
understanding of the development, performance or position of the business. The annual reports. of
RBS review these matters on a group basis. Copies can be obtained from Corporate Governance and-.
" Regulatory Affairs, RBS Gogarburn, PO Box 1000, Edinburgh EH12 1HQ, the Registrar of’ Companres
or at www.rbs.com. ‘
Business review’ -
The Company incurred a loss durlng the year

FINANCIAL PERFORMANCE
'The Company’s financial performance is presented in the Profit and Loss Account on page 8

- The loss before taxation for the year was £36, 979 764 (2015: profit of £152,134,962). The retained
loss for the year was £25 750,497 (2015: profit of £148,534 692)

At the end of the year the total assets were £50,846, 946 (2015: £43, 572 110)

Dividend :
No dividend was paid during the year (2015 £278,000,000). -

.PRlNCIPAL RISKS AND UNCERTAINTIES
.-Th‘e Company seeks to 4minimise its exposure to financial risks. -

Management focuses on both the overall balance sheet structure and the control, within prudent limits,
of risk arising from mismatches, including currency, maturity, interest rate and liquidity. It is undertaken
within limits and other policy parameters set by the RBS Asset-and Liability Management Commrttee
(RBS ALCO). : .

The Company is funded by facilities from The Royal Bank of Scotland pic. These are denomrnated in
Sterling which is the functional currency and carry ho significant financial risk.

The principal nsks associated with the Company are as follows:

Interest rate risk ' ’ :
Structural interest rate risk arises where assets. and lrabmtres have different repricing maturities. The
Company manages interest rate risk by monitoring the consistency in the mterest rate profile of its
assets and liabilities; and limiting any re- prlcmg mrsmatches 4



SIG 1 HOLDINGS LIMITED o o - sC143950
- STRATEGIC REPORT
PRINCIPAL RISKS AND UNCERTAINTIES (continued) -

Credlt risk :
‘The objective of credit risk management is to enable the Company to achieve appropriate nsk versus -
reward performance whilst maintaining credit risk exposure in line with approved appetlte for the risk
that customers will be unable to meet their obligations to the Company .

The key pnncrples of the RBS’s Cred_lt Risk Management Framework are set out'below:

approval of all credit exposure is granted prior to any advance or extension of credit;
an appropriate credit risk assessment of the customer and credit facilities is undertaken prior to
approval of credit exposure..This includes a review of, amongst other things, the purpose of credit
and sources of repayment, compliance with affordability tests, repayment history, capacrty to .
repay, sensitivity to economic and market developments and risk-adjusted return; _

o - _ credit risk authority is delegated by the Board and specifically granted in writing to all individuals
involved in the granting of credit approval. In exercising credit authority, the individuals act

. independently of any related business revenue origination; and

e all credit exposures, once approved, are effectively monitored and managed and revrewed .
periodically against approved limits. Lower quality exposures’ ‘are subject to a greater frequency of
analysrs and assessment. . )

L|qu1d|ty rlsk .

- Liquidity risk arises where assets and liabilities have dlfferent contractual maturities. Management
focuses on risk arising from the mismatch of maturities across:the balance sheet and from undrawn
commitments and other contingent obligations. The Company manages its liquidity nsk by having
access to group funding. . .

Market nsk
Market risk is the potentlal for loss as a result of adverse changes in risk factors including interest
rates, foreign currency and equity prices together with related parameters such as market volatrlmes

The pnnmpal market. rlsk to which the Company is exposed is equrty prices together with market
volatility. :

Operational risk ‘
Operational risk is the risk of unexpected losses attributable to-human error, systems failures, fraud or
inadequate internal financial controls and procedures. The Company manages this risk, in line with
The Royal Bank of Scotland Group pic framework, through systems and procedures to monitor
transactions and positions, the documentation of transactions and periodic review by internal audit.
The group also maintains contingency facilities to support operations in the event of disasters.

GOING CONCERN

The directors, having made such enquiries as they considered appropriate, have prepared the
financial statements on a going concern basis. They considered the financial statements of The Royal
~ Bank of Scotland Group plc for the year ended 31 December 20186, approved on 24 February 2017,
which were prepared ona gomg concern basis. ,



SIG 1 HOLDINGS LIMITED - ... screseso
STRATEGIC REPORT
DIRECTORS' RESPONSIBILITIES STATEMENT o o .

The directors. are responsible for preparing the annual report and the financial statements in -
accordance with applicable law. and regulations. :

| Company law requires the 'directors to prepare a Strategic Report, Directors’ Repo‘rt{ and financial
- statements for each financial year. Under that law, the directors have elected to prepare the financial
statements in accordance with Financial Reporting Standard. (FRS) 101 Reduced Disclosure .

" . Framework, and must not approve the financial statements unless they are satisfied that they give a

true and fair view of the state of affairs at the end of the year and the profit or loss- of the Company for
that period. In preparing these frnancual statements the directors are required to:

select suitable accounting policies and then apply them con3|stently,

make judgements and estimates that are reasonable and prudent

state whether FRS 101 has been followed; and :
make an. assessment of the Company s abxhty 1o contmue asa gomg concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
- explain the Company’s transactions and disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the Strategic Report, Directors' Report and
financial statements comply with ‘the ‘requirements of the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the’
prevention and detectlon of fraud and other rrregularmes

DISCLOSURE OF INFORMATION TO AUDlTOR .
Each of the directors at the date of approva| of thls report conflrms that:

e sofaras they are aware there |s no relevant audit |nformat|on of WhICh the Company’s audltor is
unaware; and .

e the directors. have taken all the steps that they ought to have taken to make themselves aware of .
any relevant audit mformatnon and’ to. establish that the Companys auditor is .aware of that
information. : A

* This confirmation is given and shall be mterpreted in accordance with the provnsnons of section 418 of
the Compames Act 2006.

DIRECTORS’ INDEMNITIES

None of the dlrectors have been indemnified under the qualifying thrrd party terms

Approved by the Board of Dlrectors and signed on |ts behalf:

L J Barlow
- Director
Date: 1G4 ’Bum. 2017



SIG 1 HOLDINGS LIMITED ‘ ' - " $C143950
DIRECTORS’ REPORT .

The Strateglc Report includes the review of the year, nsk report dlsclosure of information to audltors
and dlrectors indemnities.

DIRECTORS AND COMPANY SECRETARY

The present dlrectors and company secretary, who have served throughout the year, except where
noted below are listed on page 1.

: From 1 January 201 6 to date the foIIowung changes have taken p|ace
_ ‘ Appointed : . Resigned

Directors . : o . : |

DJ Hour‘ican 4 S - " 07 September 2016

INDEPENDENT AUDITOR

Ernst & Young LLP has expressed its w1|I|ngness to continue in office as audltor

Approved by the Board of Directors and signed on its behalf:

L J Barlow
Director .
Date: (4  Yunw 2017
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SIG 1 HOLDINGS LIMITED

We have audited the financial statements of SIG 1 Holdings Limited (“the Company”) for the year ended
31 December 2016 which comprise the Profit and Loss Account, the Statement of Comprehensive
Income, the Balance Sheet, the Statement of Changes in Equity and the related notes 1 to 20. The
financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including
Financial Reporting Standards 101 ‘Reduced Disclosure Framework’.

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of. whether the
accounting policies are appropriate to the Company’s circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant 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 in the annual report to identify material inconsistencies with the audited
financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we
become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the state of the Company's affairs as at 31 December 2016 and of its
loss for the year then ended,; )

e have beén properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standards 101 ‘Reduced Disclosure Framework’; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

+ the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

+ the Strategic Report and the Directors’ Report have been prepared in accordance with applicable
legal requirements.
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Matters on which we are required to report by exception

in light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have identified no material misstatements in the Strategic Report or Directors’
Report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

David Canning-Jones (Senior Statutory Auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London, United Kingdom

Date: 15 June 2017



" SIG-1 HOLDINGS LIMITED

PROFIT AND LOSS ACCOUNT

" 'SC143950°

‘for the year ended 31 December 2016 e

4 . : : : ‘ 2016 2015
Continuing operations Note £ £

Turnover 3 4,455,053 153,859,937
" Operating expenses , 4 (41,434,817) . (1,724,975):

Operating (loss)/profit before tax (36,979,764) 152,134,962
Tax credit/(charge) 5 11,229,267  (3,600,270)

" (Loss)/profit for the year - ‘ (25,750,497). 148,534,692

“The accompanying notes form an integral paﬁ of these financiai statements.



SIG 1 HOLDINGS LIMITED

' STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2016 '

2016

SC143950

The accompanying notes form an integral part of these financial statements.

2015

: o . : £ . £
(Loss)/profit for the financial year : I (25,750,497) 148,534,692
Gains arising during the year . ' .. 99,760 55,408
Less: reclassification adjustments for gains mcluded in pl’Oflt ‘ (39,650) (7,419,086)

. Deferred tax movement on available for sale assets ‘ : 7,930 438,204
~ Other comprehensive income/(loss) for the year . ' 68,040 (6,925,474)
Total comprehensive (loss)/income for the year - '(25,682,457) . 141,609,218



'SIG 1 HOLDINGS LIMITED -

BALANCE SHEET
_as at 31 December 2016

2016

SC143950

2015

The accompanying notes form an integral part of these financial statements.

: Note £ £
Fixed assets .
Investment in group undertakings 6 1 1
Investments - available-for-sale 7 99,760 -
Investments - designated as at fair value 8 - 2,680,568 -

y o ' ' 99,761 2,680,569

Current assets , ‘ .
Investments - available-for-sale 7 - 80,000 -
Investments - designated as at fair value 8 566,025 3,683,345

- Loans and receivables 9 250,000 226,968
Trade and other recenvables 10 94,846 14,861

" Current tax asset ' 7,298,466 oo
Cash at bank 42,537,848 36,986,367

50,747,185 40,891,541
Total assets 50,846,946 43,572,110
Creditors: amounts falling due within one year . 3 .

- Trade and other payables 1 629,750 573,108
Current tax liabilities - - 6,965,403
Amounts due to group undertakings 12 1 520,252
Accruals, deferred income and other liabilities - 13 - 13,200 - 13,356
Provisions for Ilabllmes 14 . 41,000,000 -

. 41,642,951 8,072,119

Credltors amounts falling due after more than one ‘
year :

_ Deferred tax liabilities 15 107,495 721,034,
‘Total liabilities 41,750,446 8,793,153
Equity: capital and reserves _ i
Called-up share capital’ 17 L2 2
Available-for-sale reserve 99,760 31,720
Profit and loss account. 8,996,738 34,747,235 -

. Total shareholders’ funds - 9,096,500 34,778,957
Total liabilities and shareholders’ funds 50,846,946 - 43,572,110

The fmancnal statements of the Company were approved by the: Board of D|rectors and authorised for

issue on 14 Qunz . 2017 and sigred on its behalf by:

,A ‘g‘.\)

- LJBarlow -

Director A R

10



SIG 1 HOLDINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
. for the year ended 31 December 2016 -

Available-for- Profit and loss

SC143950

‘ At 31 December 2016 .

Share capital sale reserve account - Total
- £ ' £ - £ £
At 1 January 2015 -2 9,362,012 164,212,543 173,574,557
Profit before realised gains
transferred from profit and loss - o ‘ '
account. : - - 141,115,606 141,115,606
Realised gains transferred to Profit & S o
Loss Account - (7,419,086) . 7,419,086 -
" Assets transferred to investments-
designated at fair value through profit X : S
and loss , - (2,404,818) - (2,404,818)
Other comprehensive i mcome
unrealised gains on avallable for sale - : ) .
assets ‘ - 55,408 - 55,408 -
Deferred tax on available for sale - : -
© assets o : ’ - 438,204 - 438,204
Dividends paid - - - (278,000,000) (278,000,000)
At 31 December 2015 2 31,720 34,747,235 /34,778,957
Loss before realised gains transferred , ‘ o
from profit and loss account - - (25,790,147) - (25,790,147) .
Realised gains transferred to Proﬂt & o ‘
Loss Account . - (39,650) 39,650 -
Other comprehensive income - C ‘
. unrealised gains on available for sale o .
-assets - - . 99,760 - 99,760
Deferred tax on avallable for sale : '
assets - 7,930 - 7,930
2 99,760 8,996,738 9, 096 500

: Total comprehensuve loss for the year of £25 682,457 (2015: income of £141, 609 ,218) was whoIIy'

attributable to the equity holders of the Company

" The accompanying notes form an integral part of these flnanmal statements.

1"



SIG 1 HOLDINGS LIMITED - | ' o . . o $C143950
NOTES TO.THE FINANCIAL ASTATEME'NTS
“.1.  Accounting policies

a) Preparation and presentatron of fmancnal statements
These financial statements are prepared:

e on agoing concern basis; :

e under Financial Reporting Standard (FRS) 101 Reduced Drsclosure Framework in accordance
with ‘the recognition and measurement principles of International Financial Reporting
Standards issued by-the International Accounting Standards Board (IASB) and interpretations
issued by the International Financial Reporting Interpretations Committee of the IASB as
adopted by the European Union (EU) (together IFRS); and _ _

_e on the historical cost basis except that the following assets and liabilities are stated at their fair -
value: available for sale frnanmal instruments, derivative financial instruments and investment .
property. :

The Company meets the definition of a qualifying entity (fmancral) under FRS 100 Applrcatlon of
Financial Reporting Requirements issued by the Frnancral Reporting Council.

The: Company is mcorporated in the UK and regastered in Scotland and the financial statements are
presented: :
e inaccordance with the Companies Act 2006
¢ in Sterling which is the functional currency of the Company: and
. wuth the benefit of the disclosure exemptions permitted by FRS 101 with regard to:
' o comparative information in respect of certain assets;
cash-flow statement; .
standards not yet effective;
related party transactions.
- disclosure requirements of IFRS 7 “Financial Instruments Dlsclosures” and IFRS 13
“Fair value Measurement”
Where required, equivalent disclosures are given in the group accounts of The Royal Bank of Scotland
‘Group plc, these fmanmal statements are available to the publrc and can be obtamed as set out in note -
o1, . .

0000

The few changes to IFRS that were effective from 1 January 2016 have had no materral effect on the
Company’s Financial Statements for the year ended 31 December 2016. .

b) Consolidated financial statement

The financial statements contain information about SIG 1 Holdings erlted as an individual company
and do not contain consolidation financial information as the parent of ‘a group. The Company .is
exempt under IFRS 10 Consolidated Financial Statements and section 400 of the Companies Act
2006 from the requirement to prepare consolidated financial statements as in accordance with IFRS
10 the Company and its stibsidiaries are included by full consolidation in the IFRS consolidated
financial statements of its parent, The Royal Bank of Scotland Group plc, a public company registered
in Scotland whose regrstered address is 36 St Andrew Square, Edinburgh, EH2 2YB.

c) Turnover : :

Interest income on financial assets that are classified as. Ioans and receivables, available-for-sale or
held-to-maturity and interest expense on financial liabilities, other than those at fair value through profit
or loss, are determined using the effective interest method. The effective interest method is a method
“of calculating the amortised cost of a financial asset or financial liability (or group of financial assets or
liabilities) and of allocating the interest income or interest expense over the expécted life of the asset
or liability. The effective interest rate is the rate that exactly discounts estimated. future cash flows to
“the instrument's initial carrying amount. Calculation of the effective interest rate takes into account
fees payable or receivable, that is an integral part of thé instrument's yield, premiums or discounts on
acquisition-or issue, early redemption fees and transaction costs. All contractual terms of a frnancual
rnstrument are considered when estlmatlng future cash flows.

Dividend income is recogmsed when the paying Company is obhged to make the payment.
Financial assets and financial liabilities held-for-trading or designated as at fair value through profit or

loss are recorded at fair value. Changes in fair value are recognised in profit or loss.

12



SIG 1 HOLDINGS LIMITED o T . sC143950
NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies (continued)

¢) Turnover (contmued)
Sale of. mvestments are recogmsed when title has passed to the purchaser.

Fees in respect of property participation agreements are recognised at the time of transfer of risks and
rewards to the final buyer of the property. Fees in respect of services are recognised as the right to
“consideration accrues through the provision of the service to the customer. The arrangements are
generally contractual and the cost of providing the service is incurred as the service is rendered. The
price is usually fixed and always determinable. Fees charged for managing investments are
recognised as turnover as the services are provided. Incremental costs that are directly attributable to
.securing an investment management contract are deferred and charged as expense as the related
turnover is recognised. .

. d). Taxatlon

Income tax expense or income, comprising current tax and. deferred tax, is recorded in the Profit and
"Loss Account except income tax on items recognised outside profit or loss which is credrted or
_charged to other comprehensive income or to equity as approprlate

Current tax is income tax payable or recoverable in respect of the taxable profit or loss for the year
arising in income or in equity. Provision is made for current tax at rates enacted or substantlvely :
enacted at the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable in respect of temporary differences
between the carrying amount of an asset or liability for accounting purposes and its carrying amount
for tax purposes. Deferred tax liabilities are generally recogmsed for all taxable temporary differences .
and deferred tax assets are recognised to.the extent that it is probable that they will be recovered.
Deferred tax is not recognlsed on temporary differences that arise from initial recognition of an asset
or liability in a- transaction (other than a business combination) that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred tax is calculated using tax rates expected
to apply in the periods when the assets will be realised or the liabilities settled, based on tax rates and
laws enacted, or substantiye‘ly enacted, at the balance sheet date.

‘e) Investments in Group undertakings
Investments in Group undertakmgs are stated at cost less any |mpa|rment

f) Fmanclal assets '
On initial recognition, financial assets are classified into loans and receivables, designated as at fair-
value through profit or loss, available-for sale or held-for-tradlng financial assets.

Loans and receivables :

Non-derivative financial assets with fixed or determinable repayments that are not quoted in an active
market are classified as loans and receivables, except those that are classified as available-for-sale or
as held-for-trading, or designated as at fair value through profit or loss. Loans and receivables are
initially recognised at fair value pius directly related transaction costs. They are ‘subsequently-
measured at-amortised cost usmg the effective interest method (see accountlng policy 1(c)) less any
|mpa|rment losses. -

13,



'SIG1HOLDINGS LIMITED ~~ ~ ., |  sC143950
NOTES TO THE FlNANélAL STATEMENTS | |

1. Accounting policiss (cqntinued)

f) Financial 'asseis (continued) |

Desugnated as at fair value through profit or loss

~ Financial assets may be designated as at fair value through proflt or loss only if such desngnataon (@)
eliminates or significantly reduces a measurement or recognition inconsistency; or (b) applies to a

- group of financial assets, financial liabilities or both, that the Company manages and evaluates on a

fair value basis; or (c) rélates to an'instrument that contains an .embedded derivative WhICh is not

- evidently closely related to the host contract.

The principal category of ﬂnancual assets designated as at fair value through profit or Ioss are. those
assets that are managed and whose performance is evaluated on a fair value basis. The Company
invests in financial assets with a view to profiting from their total return |n the form of interest and/or.
dividends and changes in fair value.

Available-for-sale - Investments

Financial assets that are not classified as held- to matunty, held- for-tradmg, designated as at fair value:
through profit or loss; or loans and receivables, are classified. as available-for-sale. Financial assets

can be designated as available-for-sale on initial .recognition. Available-for sale financial assets are

initially recognised at fair value plus directly related transaction costs. They are subsequently‘
measured at fair value. A .

Impairment losses and exchange differences resulting from retranslating the amortlsed cost of foreign
.currency monetary available-for-sale financial assets are recognised in profit or loss together with -
interest calculated using the effective interest method (see accounting policy 1(c)). Other changes in
the fair value of available-for-sale financial assets and related tax are reported in other comprehensive
income until d|sposal when the cumulative gain or loss is reclassified from equnty to profit or loss.

' Held-for-tradmg fmanclal assets’ .
A financial asset is classified as held-for-trading if it is acquired principally for sale in the near term or
forms ‘part of a portfolio of financial instruments that are managed together and for which there is
evidence of short-term profit taking, or it is a derivative (not in a qualifying hedge relationship). Held-
for-trading financial assets are recognised.at fair value with transaction costs being recognised in profit
and loss. Subsequently, they are measured at fair value. Gains and losses on. held-for-trading financial
assets are recognised in the statement of comprehensive income as they arise.

Property participation fee agreements ("PPFA") are arrangements that entitle the Company to part of
the proceeds if the counterparty disposes of one or a group of their properties: Due to the great
uncertainty and restrictions -around the terms of these agreements, management has taken the view -
that these -are not recognised as assets on the balance sheet. The revenues from PPFA are
recognised only at the time of transfer of risks and rewards to the final buyer of the property.

g) Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evndence that a
financial asset or group of financial assets classified as held-to-maturity, available-for-sale or loans
and receivables is impaired. A financial asset or portfolio of -financial assets is impaired and an
impairment loss incurred if there is objective evidence that an event or events since initial recognition
of the asset have adversely affected the amount or timing of future cash flows from the asset.

14



SIG 1 HOLDINGS LIMITED - o . ' SC143950
NOTES TO THE FINANCIAL STATEMENTS '
1. Accounting policies (continued)

h) Flnanclal Irabulltres

On initial "recognition. financial Irabllltles are classified into amortised cost and measured usmg the
- effective interest method (see accounting policy 1(c)).

i) Derecaognition - )
A financial asset is derecognlsed when the contractual right to receive cash flows from the asset has’
expired or when it has been transferred and the transfer qualifies for derecognition.

A fmancual liability is removed from the balance sheet when the obllgatlon is discharged, or cancelled
or expires.

j) Cash at bank :

Cash af bank comprises cash and demand deposrts with banks together with short-term hlghly liquid’
investments that are readily convertlble to known amounts of cash and subject to msngnmcant risk of
change in value. :

2. .Critical accounting policies and key sources of estimation uncertainty

The reported results of the Company are sensitive to' the accounting policies, assumptions and’
estimates that underlie the preparation of its financial statements. UK company taw and IFRS require
the directors, in preparing the Company's financial statements, to select suitable accounting policies,

.apply them consistently and make judgements and estimates that are reasonable and prudent. In the
absence of an applicable standard or interpretation, IAS 8 ‘Accounting Policies, Changes in
Accounting Estimates and Errors', requires management to develop and apply an accounting policy
that results in relevant and reliable information in the light of the requirements and guidance in IFRS
dealing with similar and related issues. and the IASB's Framework fora the Preparation and
. Presentation of Financial Statements. The judgements and assumptions invoived in the Company’s
accounting policies that are considered by the directors to be the most important to the portrayal of its
financial condition are discussed below. The use of estimates, assumptions or models that dlffer from
those adopted by the Company would affect its reported resuilts. '

Loan |mpa|rment provisions

The Company’s loan impairment provisions are establrshed to recognise incurred impairment losses in
its portfolio of loans classified as. loans and receivables and carried at amortised -cost. A loan is
impaired when there is objective evidence that events since the loan was granted have affected
expected cash flows from the loan. The impairment loss is the difference between the carrying value
of the loan and the present value of estimated future cash flows at the- Ioan s original effective interest
rate.

' Falr value - fmancral instruments '

Financial Instruments: classified as held-for-trading or desrgnated as at fair value through profit or loss
and financial assets classified as available-for-sale are recognised in the financial statements at fair
value. All derivatives are measured at fair value. Gains or losses arising from changes in fair value of
financial instruments classified as held-for-trading of designated as at fair value through the profit or
loss are included in the profit and loss account. Unrealised gains and losses on available-for-sale
financial assets are recognised directly in equity unless an impairment loss is recognised.
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NOTES TO THE FINANC‘IAL‘STATEMENTS

2. Crmcal accountmg pollcres and key sources of estrmatron uncertarnty (contmued)
Fair value — fmancral instruments (contmued)

Financial tnstruments measured at fair value mclude::

Equity securities (held-for-trading and desugnated as at fair value through profit or loss) - comprise
equity shares of companles or corporations both Ilsted and unlisted. . . . ,

For unquoted investments a valuation methodology based on EBITDA/EBITA/EBIT multiples, turnover |

multiples,” net asset values or other models in accordance with International Private Equity and - -

Venture Capital Valuation Guidelines is-used. For valuing quoted mvestments up-to-date market
" prices are used. :

Derlvatwes,(held-for-trading);- these include warrants and opttons.

* Fair value is the amount for which an asset could be exchanged, or a liability settied, between
knowledgeable, willing parties in an arm's length transaction. Fair values are determined from quoted
prices in active markets for identical financial assets and financial liabilities where these are available.
Fair value for a net open position in a financial instrument in an active market is the number of units of
- the instrument held muitiplied by the last traded price (for financial assets) or offer price (for financial
liabilities). Where the market for a financial instrument is not active, fair value is established using a
valuation technique. These valuation techniques involve a degree of estimation, the extént of which
depends on the instruments complexity and the availability of market based data.

Investment in group undertakmgs
The Company has reviewed the carrying value of investments in Group undertaklngs and concluded
: that there are no impairments requured

3. - Turnover

2016 - 2015
. - : ' £ £
Interest receivable - ' ' S 3,192 28,066
Dividend income = . ' : 982,268 52,378,134
Realised gauns/(losses) on disposal of investments- available for sate - 76,911 ‘ (1,500,454)
Realised gains on dlsposal of investments-designated as at fair value C o
through profit or loss : - 2,898,389 97,727,116
Change in fair value of assets desngnated as at farr value through , :
profitorloss , - (42,336) 3,444,678
Property parttcnpatlon fee agreements. - - , ' 528,765 1,539,733
Other income . ’ 7,864 242,664

4,455,053. 153,859,937

Interest recelvable mcludes interest eamed on redeemable preference shares classmed as loans and
receivables :

4. Operating expenses

2016 . 2015

A £ £

Legal and professional fees , S ' 17,380 - 540,886 .
Management charge o o " 417,336 1,177,725
"SME provision ' ' ‘ _ o 41,000,000 ‘ -
Other operating expenses A S 101 - . . 6,364

41,434,817 - 1,724,975
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NOTES TOATIA'IE FINANCIAL STATEMENTS
4. Operating expenses (continued)

Management charge

Management charge relates to the Company’s’ share of group resources such as the use of IT
platforms, staff and a share of central resources. These. are re-charged on an annual basis by The
Royal Bank of Scotland plc, a fellow group .undertaking;

Staff costs, number of employees and directors’ emoluments

All staff and directors were employed by RBS .companies and the financial statements for WhICh
contains full disclosure of employee benefit expenses incurred in the period including share based
payments and pensions. The Company has no employees and pays a management fee for services
provided by other RBS companies. The directors of the Company do not receive remuneratlon for
specuflc services provuded to the Company (2015: £n|l)

The audltors remuneratlon for statutory audit work for the Company was £12,000 (2015: £13,356).
Remuneration paid'to the auditors for non-audit work for the Company was £nil (2015: £nil).

5. Tax
: 2016 2015 °
, £ ' £
Current taxation: A
~ UK corporation tax charge for the year Lo (7,296,927) 7,818,150
Over provision in respect of prior periods - . - (3,326,731) (852,730)

(10,623,658) 6,965,420

Deferred taxation: _ : : : , .
Credit for the year : : ‘ , " (599,993) (3,365,150)
Under provision in respect of prior periods : - (5,616) ’ :

: (605,609) (3,365,150)

Tax (credit)/charge for the year A : (11,229,267) 3,600, 270 A

The actual tax (credit)/charge differs from the expected tax (credlt)/charge computed by applymg the :

standard rate of UK corporatron tax rate of 20% (2015: 20.25%) as follows:

2016 - 2015

, . : £ £

Operating (loss)/profit before tax : _ (36,979,764) 152,134,962

Expected tax (credit)/charge - - . - U (7,395,952) 30,802,119

Non-deductible items . ' ' . 287,013 7,801,048

 Non-taxable items . (787,938)  (34,191,655)
‘Reduction in deferred tax asset following change in rate of UK o

- Corporation Tax : : : (42) 41,488

Adjustments in respect of prior periods (3,332,348) (852,730)

Actual tax charge for the year “ o . (11,229,267) 3,600,270

- In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the latest

rates substantively enacted at the balance sheet date standing at 20% with effect from.1 April 2015,
19% from 1 April 2017 and 18% from 1 April. 2020. The closing deferred tax assets and liabilities have’
been calculated taking into account that existing temporary dlfferences may unwmd in penods subject

to the reduced rates.

Since the balance sheet date, the UK Government's Budget on 16 March-2016 proposed, amongst
other things, that the 18% tax rate reduction from 1 April 2020 be reduced to 17%. This rate was
substantively enacted in the -Finance 'Bill 2016 on 6 September 2016 and existing temporary
differences on which deferred tax has been provided may therefore unwind in periods subject to this
reduced rate: The impact of the post balance sheet date change in tax rate is not expected to be
matenal 4 .
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NOTES TO THE FINANCIAL ST A'l"EMENTS ' : , ‘ !
6. Investments in group undertakings |

Investments in group undertakings are carried at cost less |mpa|rment There were no movements
durlng the year.

2006 2015
| | | g ¢
At 1 January and 31'December e : = 1 1

The subsndlary undertakings of the Company are shown below Thelr capntal consists of Ordinary
‘Shares.

Country of Prdportion of Proportion of

_ , ‘incorporation ownership voting power Principal
Name of subsidiary : " and , interest . - . held activity -
: ' ' : operation % Y% '
o A : ‘Holding of
SIG Number 2 Limited - Unlted Km@om - 100 .__~100 . _investments

The reglstered office of SIG Number 2 Limited is 24/25, St Andrew- Square Edlnburgh Scotland EH2
1AF - :

7. Investments — available-for-sale

.2016 2015
) . £ £
At 1 January , - . . ' ) 80,000 13,601,649

‘Disposals - ‘ : - » (40,350)  (3,752,412)
Assets transferred to investments designated at fair value . - (2,405,559) -
Realised gains (39,650) (7,419,086)

- Unrealised gains . ' - - 99,760 55,408
At 31 December : S c o 99,760 - - 80,000 -
Current ‘ . o S 1 80,000°
Non-current . . - 99,760 ‘ -

99,760 80,000

During the year 2015, management identified investments that the Company has significant influence
over were classified as available-for-sale and would be more appropriately classified as designated
fair-value-through-profit-and-loss investments in accordance with 1AS 28. It had therefore reclassified
them as dlsclosed in Notes 7 and 8. There was no |mpact on net assets. ‘

8. Investments - designated as at fair value

2016 2015 .
- At1January . ' 6,263,913 112,366,085
Assets transferred from investments available for sale s - 2,405,559
. Disposals : : ‘ - (5,655,551) (109,378,984)
Fair value adjustments o e (42,337) 871,253
At 31 December ' - 566,025 6,263,913
_Current R : ' : o "~ 566,025 3,683,345
Non-current ’ ‘ ' - 2,680,568

566,025 . 6,263,913
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9. Loans and receivableés D
. . : 2016 2015

- - : , £ : £
‘At 1 January o , ' - - 226,968 553,936
Acqunsutlons : o ‘ N A . 250,000 C -
Repaid - S : : (226,968) '~ (326,968)
'At 31 December ' o 250,000 226,968 -
10.  Trade and o'thér,receivables '
5 2016° 2015
. L 3 S ' £
“Trade receivables : S , 94,846. 14,861
11. - Trade and other péyables.
2016 . 2015
_ , . o . R
Other payables ~ . - 629,750 573,108
~12.  Amounts due to group undértakin"gs, 4
2016 - - 2015
: - - R £
Other fellow subsidiaries R o 1 520,252
13. Accl;uals, deferred income and other liabilities
s : ... 2016 2015
. Accruals , o , A o 13,200 . 13,356
14.  Provision for liabilities
2016 2015
, _ , £ N
Provision for small and medium enterprises . 41,000,000 -

. The company established a provision of £41 million in Novembér 2016 in respect of the FCA review of
- RBS’s treatment of SME customers, relating to the automatic refund of complex fees for SME
customers that were in GRG between 2008 and 2013

S

19



by

'SIG 1 HOLDINGS LIMITED

SC143950. .

" NOTES TO THE FINANCIAL STATEMENTS

15, . Deferred_ tax

The following are.the major tax liabilities recoghiséd by the Company, énd the movements thereon.
: o Fair value
- Available-for-sale through profit

‘At 31 December 2016

assets .~ and loss " Total

. o . £ £ . R
.At 1 January 2015 446,134 ’ 4,078,254 4,524,388
Credit to'incomeé . - (3,365,150) (3,365,150)
Credit to equity (438,204) - (438,204)
At 31 December 2015 7,930 713,104 721,034
Credit to income - " (605,609) (605,609)
Credit to equity - (7,930) - - (7,930)
- 107,495 107,495

16. " Financial instruments

the categories of financial instruments in
Instruments, Recognition and Measurement”. Assets: and Ilabllltles outS|de the scope of IAS 39 are

shown separately

Desighated '

The folldwing tables analyse the Company’s financial assets and financial liabilities in accordance with

International Accounting Standards 39 “Financial

Non financial

20

as at fair - ' Available Loansand. assets/ :
: ' . ‘value -for-sale receivables ~ liabilities. .. Total
2016. : R £ £ . £ £
" Assets o K ‘ :
Investment in group . - '
undertakings . _ - - - 1 1
Available-for-sale assets o - 99,760 - - 99,760
. Assets - designated as at S
. fair value through profit or : o "
loss - 566,025 . - - - 566,025
Loans and receivables ‘ . - 250,000 - 250,000
Trade and other _ Co : h
receivables ) - - 94,846 - 94,846
‘Current tax asset — - - 7,298,466 7,298,466
‘Cash at bank ' - - 42,537,848 .. - 42,537,848
B 566,025 99,760 42,882,694 7,298,467 50,846,946
Liabilities _ ' "
Provisions - . .- - - 41,000,000 - 41,000,000
Trade and other payables . - - - 629,750 ‘ - 629,750
Current tax liabilities - - - - - ' -
. Amounts due to group ' - .
undertakings : - - 1 - 1
Accruals, deferred income o
and other liabilities ' - - - 13,200 13,200
Deferred tax liabilities S - - 107,495 107,495
T ‘ - 629,751 41,120,695 41,750,446
Equity ' 9,096,500
h 50,846,946
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16. Financial instruments (continued)

‘Non financial

~ SC143950

Total

21

" Designatedas  Available  Loans and - assets/
: at fair value - -for-sale  receivables liabilities
2015 ' £ £ - £ £ £
Assets ‘ : ‘

-Investments in group _
undertakings 4 - o - - 1 - 1
Available for sale assets - 80,000 - . 80,000
Assets - designated as at
fair value through profit or o
loss 6,263,913 - - .- , - 6,263,913
Loans and receivables - - 226,968 ' - 226,968
Amounts due from group ’ o
undertakings - - - -

Trade and other :
receivables - 14,861. - 14,861
Cash at bank - - 36,986,367 ‘- 36,986,367

' : 6,263,913 80,000 - 37,228,196 ) 1 43,572,110

Liabilities

. Trade and other payables - . 573,108 - 573,108
Currerit tax liabilities - - 6,965,403 6,965,403

. Amounts due to group' : . '
undertakings ‘ - 520,252 - 520,252
Accruals, deferred income : _ .-
and other liabilities - - s 13,356 13,356 - .
Deferred tax liabilities - - - 721,034 721,034

o - 1,093,360 - 7,699,793 8,793,153
Equity : 34,778,957
. 43,572,110
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16. Financial instruments (continued)
L _ bl
Va‘luatio‘n hierarchy

The followrng table shows the fmancral rnstruments carried at fair value by hlerarchy level 1, level 2
and level 3.

s . ‘ o ‘ - Level 3
' o . “Level 3 valuation
S Level1 - Level2 =~ Level3  Sensitivity (1) technique
2016 . R £ g e
Assets - o
Available for sale S : o Proprietary
assets - - 99,760 - 9,976 (9,976)models
- Assets - desrgnated as ' B ‘ _
at fair value through , . Proprietary
profit or loss - - 566,025 ' 112,678 (112,678)models
' : : - - 665,785 122,654  (122,654)
Level 3
, _ Level 3 - “valuation
: Level1 - Level 2 Level 3 Sensitivity (1) technique
2015 : £ £ _£ £ : £ -
-Assets : R . '
Available for sale o o . o : Propnetary
assets ‘ ‘ - - 80,000 8,000 (8, OOO)models
Assets - designated as I . ‘ ' :
at fair value through . ‘ : Proprietary
profit or loss - ~- 6,263,913 . 889,340 (889,340)models

- - 6343913 - 897,340  (897,340)

Valuation hrerarchy
Financial assets and Ilabllrtres have been .classified above accordmg to a valuatron hrerarchy that
reflects the valuation techniques used to determine fair value '

Level i: valued by reference to unad]usted quoted process in active markets for rdentlcal assets andl )
liabilities.

“Level 2: valued by reference to observable market data, other than quoted market prlces

Level 3: valuatron is based on inputs other than observable market data

(1) Sensitivity represents the reasonably possrble favourable and unfavourable effect respectively on
the income statement or the statement of comprehensive income due to reasonably possible changes.
to valuations using reasonably possible alternative inputs to the RBS’s -valuation techniques or
models. Totals for sensitivities are not indicative of the total potentlal effect on the mcome statement or
the statement of comprehensrve income. . .

Sensitivity analysis is based on the effect of a +/- 10% change in obserVabIe market data ihput used in
the proprietary valuation models on Level 3 investments. The valuation models adopted for Level 3

" assets will vary from asset to. asset. This may include valuation techniques such as

EBITDA/EBITA/EBIT multiples. Sensitivity analysis is performed by flexing the key valuation driver

" (earnings, turnover, multrple net assets) by a factor of 10% to assess the impact on asset values at-
~ the year end

) .
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16. Financial instruménts (continued)

Level 3 portfolio movement table

SC143950

. Available-for-sale assets

2016 - 2015
£ £
At 1 January - ) 80,000 13,069,402
‘Transfer to assets desngnated at fair value through proht orloss . - (2,405,559)
Disposals :  (80,000) (10,639,251)
Fair value adjustment 99,760 55,408
99,760 .

At 31 December

80,000

Assets designated at fair value '
through profit or loss .

2016 2015 - |
. £ - £
At 1 January 6,263,913 112,042,233
Transfer from assets avallable for sale : - 2,405,559
Disposals (5,655,551) (109,055,132)
Fair value adjustment (42,337) 871,253
566,025

At 31 December *

Fair value of financial instruments not carried at fair value

6,263,913

The directors consider that the carrying amount of other fmancnal assets and habllmes recognrsed in.

the financial statements is equal to the fair value.

Credit quality

The following table provides an analysis of the credit quality of third ‘party financial assets and

commitments based on the probability of default

2016 - '
Assets- Available for
designated as sale - assets )
“at fair value ‘ Trade and -
: - through profit other  Loans and
- Probability of default and loss . receivables receivables Total
A £ . £ . £ ‘ £
0%-0.05% 566,025 99,760 94,846 250,000 1,010,631
0.05% - 1.1% - - - - T -
1.1% - 2.2% . _ ‘ : - . .
1 2.2%-17.2% L. .. - - -
- 17:2% - 100% ' - .- - . -
Accruing past due . . ' - - . .
Non-accrual ; . - . - - .
Impaired : ' R .- - - .
~ Impairment provision o - - . , .
566,025 99,760 94,846 250,000 - 1,010,631
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16. Financial instruments (continued)

2015 A .
‘ Assets-  Available for
designated as at  sale - assets
fair-value : -+ Trade and
. ' . through profit — .~ other,  Loans and o
- - Probability of default ’ andloss - ‘ receivables - receivables . Total
. ' ‘ L - £ £ £ . N £
0%-0.05% - . 6,263,913 - 80,000 14,861 = . 226,968 6,585,742
0.05%-1.1% - : - . . S -
1.1% - 2.2% ' . o . A - ; ;
2.2% -17.2% ’ - - - " - : - -
17.2% - 100% _ : - o - - o
Accruing past due - - . - -
- Non-accrual . ' - ' - - - o
Impaired - - ' o - . L .
Impairment provision . . L . -
6, 263 913 80,000 14,861 226,968 6,585,742

Probability - of default is the hkellhood that a customer will fail to make full and tlmely repayment of
credit obligations over a one year time honzon

There were no assets that were past due but not impaired at ‘th‘e: balance sheet date. -

17.  Share capital B ,
. 2016 2015

§ g A £
- Authorised: . o } : , o o
1,000 Ordinary Shares of £1 : . 1,000 1,000
) . . : .
" . Allotted, called-up and fully paid: ' C
- 2 Ordinary Shares of £1 . : ' 2 2

The Company has one class of Ordinary Shares which car'ry no fight' to fixed income.

18. Capital resources

. The Companys capital consists of equaty comprising issued share capltal retamed eammgs loans
from ‘Group undertakings and subordinated loans. The Company is a member of The Royal Bank of
" Scotland group of companies which has regulatory disciplines over the use of capital. In the
management of capital resources, the Company is governed. by RBS policy which is to maintain a
strong capital base: it is not separately regulated. The group has complied with the Prudentlal
Regulation Authonty s capital requ:rements throughout the year. . :

ot
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19. Commrtment and Contlngent Liabilities

.. The Company, together with other members of RBS is party to a capital support deed (CSD). Under
the terms of the CSD, the Company may be required, if compatible with its legal obligations, to make
distributions on, or répurchase or redeem, its ordinary shares. The amount of this obligation is limited
to the Company’s immediately accessible funds or assets, rights, facilities or other resources that,
using best efforts, are reasonably capable of being converted to cleared, immediately available funds -
(the Company’s available resources). The CSD also provides that, in certain circumstances, funding
received by the Company from other parties to the CSD becomes immediately repayable such
repayment being limited to the Company’s available resources. .

20. Memdrandum item =

FCA review of the RBS Group’s treatment of SMEs : >

In November 2013, Business Innovation and Skills published the Tomllnson report which was critical .-

of the' RBS Group’s treatment of SMEs. Subsequently the FCA appomted a Skilled Person to report
separately to it on the matter. .

The RBS Group announced steps that will |rnpact SME customers held in GRG between 2008 and
2013. These steps are (i) an automatic refund of certain complex fees; and (i) a new complalnts
process overseen by an Independent Third Party.

These steps have been developed with ‘the involvement of the FCA which agreed that they are
appropnate for the RBS Group to take.

- The-Company estimates the costs associated with the new complamts review process and the

"automatic refund of complex fees to be approximately £41 million, which. has been recognised as a
provision in 2016. This includes operational costs together with the cost of refunded complex fees and
the additional estimated redress costs arising from the new complaints process.

The FCA has announced that ItS review will continue: The RBS Group contmues to oooperate ‘fully
with the review.

21. Related partles

UK Government

The UK Government through HM Treasury is the ultimate controllmg party of The Royal Bank of
Scotland Group plc. Its shareholding is managed by UK Financial Investments Limited, a company it
wholly owns and as a result, the UK. Government and UK Government controlied bodies are related
parties of the Company. : :

The Company enters into transactions with these bodies on an arms’ Iength basis; they mclude the
" payment of UK corporation tax and Value Added Tax. .

Group undertaklngs

The Company’s immediate parent companies are The Royal Bank of Scotland plc and N.C. Head
Office Nominees Limited, companies incorporated in the UK. As at 31. December 2016, The Royal
Bank of Scotland plc heads the smallest group in which the Company is consolidated. Copies of the -
consolidated financial statements may be obtained from Corporate Governance and Regulatory
-Affalrs RBS Gogarburn PO Box 1000, Edlnburgh EH12 1HQ

The Company’s ultimate - holdmg company, The Royal Bank of Scotland Group pic which is
incorporated in the UK, heads the largest group in which the Company is consolidated. Copies of the
consolidated financial statements may be obtained from Corporate Governance and Regulatory
Affairs, RBS Gogarburn, PO Box 1000, Edinburgh, EH12 1HQ. -
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