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AlIB

The Directors present herewith their report and financial statements (which comprise the statement of
comprehensive income, statement of financial position, statement of changes in equity, statement of cash flows
and the related notes) of AIB PFP (General Partner) Limited (‘the Company’) for the year ended 31 December 2018.

STRATEGIC REPORT

Principal activities

The principal activity of the Company is to be a General Partner to AIB PFP Scottish Limited Partnership (the
‘Limited Partnership’). The General Partner is a subsidiary of Allied Irish Banks, p.l.c. (AlIB’) and has controlling
power over the Limited Partnership.

The Limited Partnership was formed in order to execute a series of agreements to give effect to an asset backed
funding plan for the AIB Group UK Defined Benefit Pension Scheme ('the UK Scheme’). The Limited Partnership
was established pursuant to a limited partnership agreement among the Company and the Initial Limited Partners,
AIB UK Loan Management Limited (UKLM) and AIB Group (UK) p.l.c. (AlIB UK Group’), and was registered in
Scotland as a limited partnership under the Limited Partnerships Act 1907. The registered office of the Limited
Partnership is 227 West George Street, Glasgow, G2 2ND.

The Company's immediate parent company and controlling party is AIB UK Loan Management Limited (‘UKLM).
The Company is a wholly owned subsidiary of AlB. Pursuant to a scheme of arrangement between AIB and its
shareholders, AlB Group plc became the holding company of AIB and its subsidiaries, including the Company on 8
December 2017.

There have not been any significant changes in the Company's principal activity during the period under review and
no significant change in the Company’s principal activity is expected.

Results
The Company did not engage in any trading activity in the period. The Statement of Comprehensive Income for the
period ended 31 December 2018 is set out on page 8.

The Company did not declare nor pay any dividend for the financial year ended 31 December 2018 or in the previous
financial year.

Principal risks and uncertainties
The Company has not engaged in any trading activity in the reporting period and is not expected to do so in the
future. Therefore, the Directors do not consider there to be any risks or uncertainties facing the Company.

Capital management

The Company's capital consists of 100 £1 ordinary shares at 31 December 2018 (2017: 100 £1 ordinary shares).
The policy of the Company is to maintain adequate capital resources at all times. The Company does not have
externally imposed capital requirements.

\L& #10'N
K Gore i
Director

Date: 27 June 2019
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AlB

The Directors present their annual report and the audited financial statements of AIB PFP (General Partner) Limited
(‘the Company’} for the year ended 31 December 2018. A Directors’ responsibilities statement in relation to the
financial statements is on page 5.

REPORT OF THE DIRECTORS

The latest statutory financial statements of the Company and the Limited Partnership have been sent to the
Registrar in accordance with Companies Act 2006, Section 441.

Going concem:
The Company has the support of AIB to meet its capital and liquidity requirements, if required.

The financial statements for the period ended 31 December 2018 have been prepared on a going concem basis as
the Directors are satisfied, having considered the risks and uncertainties impacting the Company, that it has the
ability to continue in business for the period of assessment. The period of assessment used by the Directors is
twelve months from the date of approval of these financial statements.

Conclusion

On the basis of the above, the Directors of the Company are satisfied that it continues to be appropriate to prepare
the financial statements of the Company on a going concem basis, having concluded that there are no material
uncertainties related to events or conditions that may cast significant doubt on the Company’s ability to continue as
a going concern over the period of assessment.

Review of business and future developments
The Company did not engage in any trading activity in the period and no significant change in the Company’'s
principal activity is expected in the future.

The Company has no employees but is supported operationally by its immediate parent and AIB UK Group.

Directors
The composition of the Board, and the names of the Directors during the financial year ended 31 December 2018
are shown below:

K Gore
W R MaclLecd

t A Hamilton was Secretary during the financial year ended 31 December 2018.

Events after the reporting period
There were no significant events after the reporting period.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director has
taken all the steps that they ought to have taken as a Director to make themselves aware of any relevant audit
information and to establish that the Company's auditor are aware of that information.

Auditor

Deloitte LLP, Statutory Auditar, have expressed their willingness to continue in office under Section 487 of the
Companies Act 2006.

By Order of the Board

K Gore
Director

Date: 27 June 2019
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AlB

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

DIRECTORS’ RESPONSIBILITIES STATEMENT

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 in accordance with Intemmational Financial Reporting
Standards ('IFRS") as adopted by the European Union. 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 company
and of the profit or loss of the company for that period. In preparing these financial statements, International
Accounting Standard 1 requires that directors:

properly select and apply accounting policies;
present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information;

. provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity's
financial position and financial performance; and

. make an assessment of the company's ability to continue as a going 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 enable them to ensure that the financial statements comply with 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 detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included

on the company’s website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

By Order of the Board

K Gore
Director

Date: 27 June 2019
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AlB

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF AIB PFP {GENERAL PARTNER)
LIMITED

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of AIB PFP (General Partner) Limited (the ‘company’).
* give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for
the year then ended;
« have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union and IFRSs as issued by the International Accounting Standards Board
(IASB); and
+ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
the statement of comprehensive income;

the statement of financiat position;

the statement of changes in shareholders’ equity;
the statement of cash flows; and

the related notes 1 to 8.

The financial reporting framework that has been applied in their preparation is applicable law and IFRSs as adopted
by the European Union.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council's (the ‘FRC’s") Ethical Standard, and
we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by 1SAs (UK) to report in respect of the following matters where:
» the directors’ use of the going concern basis of accounting in preparation of the financial statements is
not appropriate; or
» the directors have not disclosed in the financial statements any identified materiai uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report,
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge cbtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information, If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

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, and for such internal control
as the directors determine is necessary to enable the preparation of financial statements that are free from materiai
misstatement, whether due to fraud or error.
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AlB

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF AIB PFP (GENERAL PARTNER})
LIMITED {continued)

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concem basis
of accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due fo fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.frc.org.ukfauditorsresponsibilities. This description forms part of our auditor's report.

Report on other legal and regulatory requirements

Opinions on other matters 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; and
+ the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

in the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
+ 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.

We have nothing to report in respect of these matters.

Use of our report

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 2008. Qur 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.

e

Ben Jackson, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

2 =7June 2019
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AlB

STATEMENT OF COMPREHENSIVE INCOME
for the financial year ended 31 December 2018

The Company did not engage in any trading activity in the current or prior reporting periods.
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AlB

STATEMENT OF FINANCIAL POSITION

as at 31 December 2018

Note
Assgets
Investment in partnership undertakings 4
Total assets
Shareholders’ equity
Share capital 5
Total equity

Total equity and liabilities

The notes on pages 12 to 15 form part of these financial statements.

207

100
100

100
100
100

These financial statements were approved by the Board of Directors on 27 June 2018 and signed on its behalf by:

\e@C e
gig?::gr Q

Pate: 27 June 2019

Company registration number: SC459496
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AlB

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

for the financial year ended 31 December 2018

Share
Capital

Total

At 1 January 2017 100 100

Total comprehensive income

At 31 December 2017 100 100

The notes on pages 12 to 15 form part of these financial statements.
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STATEMENT OF CASH FLOWS

for the financial year ended 31 December 2018

There were no cash flows in the current or prior reporting periods.
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AlB

NOTES TO THE FINANCIAL STATEMENTS

General information

The Company is a private company and is registered in Scotland. its registered office is 227 West George Street,
Glasgow, G2 2ND. The principal activity of the Company is to be a General Partner to AIB PFP Scottish Limited
Partnership ('the Limited Partnership’), a limited partnership registered in Scotland with the same registered office
as the Company.

The Board of Directors approved these financial statements for issue on 27 June 2019.

AlB Group ple, the Company's ultimate parent company, is a company registered in the Republic of Ireland. The
address of its Group Headquarters and Registered Office is as follows: AlIB Bankcentre, Ballsbridge, Dublin 4
Repubiic of Ireland.

1 Accounting policies

11 Statement of compliance

The financial statements have been prepared in accordance with International Accounting Standards and
International Financial Reporting Standards ('IFRS"), as issued by the International Accounting Standards Board
('IASB’) and subsequently adopted by the European Union ('EU’) and applicable for the period ended 31 December
2018.

1.2 Consolidated financial statements

The Company is exempt from preparing consolidated financial statements under IAS 27.10. Consolidated financial
statements, incorporating its associates, have not been prepared by the Company as it is itself a wholly owned
subsidiary of AIB which has prepared consolidated financial statements incorporating the results and assets and
liabilities of the Company and its associated undertakings.

1.3 Functional and presentation currency
The financial statements are presented in pounds sterling, which is the functional currency of the Company.

14 Basis of measurement
The financial statements have been prepared under the historical cost basis.

1.5 Going concem
The Company has the support of AIB to meet its capital and liquidity requirements, if required.

The financial statements for the period ended 31 December 2018 have been prepared on a going concemn basis as
the Directors are satisfied, having considered the risks and uncertainties impacting the Company, that it has the
ability to continue in business for the period of assessment. The period of assessment used by the Directors is
twelve months from the date of approval of these financiat statements.

Conclusion

On the basis of the above, the Directors of the Company are satisfied that it continues to be appropriate to prepare
the financial statements of the Company on a going concern basis, having concluded that there are no material
uncertainties related to events or conditions that may cast significant doubt on the Company’s ability to continue as
a going concern over the period of assessment.

1.6 Accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of certain assets, liabilities, revenues and expenses,
and disclosures of contingent assets and liabilities. The estimates and assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances. Since
management’s judgement involves making estimates concerning the likelihood of future events, the actual results
could differ from those estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future period affected.

1.7 Foreign currency translation

Foreign currency transactions are translated into the respective entity’s functional currency using the exchange
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are re-translated at the rate prevailing at the period end. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the re-translation at period end exchange rates of the amortised cost of
monetary assets and liabilities denominated in foreign currencies are recognised in the income statement.
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AlB

NOTES TO THE FINANCIAL STATEMENTS (continued)
1 Accounting policies (continued)

1.8 Investment in partnership undertakings
The Company accounts for investments in partnership undertakings at cost less provisions for impairment.

1.9 Share capital
Issued financial instruments, or their components, are classified as equity where they meet the definition of equity
and confer on the holder a residual interest in the assets of the Company.

Share capital represents funds raised by issuing shares in return for cash or other consideration. Share capital
comprises ordinary shares.

1.10 Cash and cash equivalents

For the purposes of the cash flow statement, cash comprises cash on hand and demand deposits and cash
equivalents comprise highly liquid investments that are convertible into cash with an insignificant risk of changes in
value with original maturities of less than three months from the date of acquisition.

1.11 Adoption of new accounting standards

The Directors have considered all IFRSs and interpretations adopted during the period ended 31 December 2018
and confirm they do not believe they have any impact on the accounting policies, financial positioning or
performance of the Company.

1.12 Prospective accounting changes

The Directors have considered all IFRSs and interpretations that have been issued, but which are not yet effective
and confirm that they do not believe that they will have a significant impact on how the results of operations and
financial position of the Company are prepared and presented. The accounting policies that the Company applied
in the preparation of the financial statements for the financial year ended 31 December 2018 are set out above.

2 Critical accounting judgements and estimates

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of certain assets, liabilities, revenues and expenses,
and disclosures of contingent assets and liabilities. The estimates and assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances. Since
management judgement involves making estimates conceming the likelihood of future events, the actual resuits
could differ from those estimates.

There were no accounting policies deemed critical to the Company’s results and financial position, in terms of the
materiality of the items to which the policy is applied and no estimates with a significant risk of material adjustment
in the next year.

3 Administrative expenses

The auditor's remuneration of £6,000 (2017: £6,000) for the financial statements audit was paid on behalf of the
General Partner by the Limited Partnership. This will not be recharged to the Company.

The Company had no employees during the period other than the Directors. The Directors of the Company are
employed and remunerated as employees of AIB UK Group or AlIB, in respect of their services to AIB as a whole
and received no remuneration from this Company.

4 Investment in partnership undertakings
2018 2017
£ £
Investment in AIB PFP Scottish Limited Partnership 100 100
At end of period 100 100
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AlB

NOTES TO THE FINANCIAL STATEMENTS (continued)

5 Share Capital
2018 2017
£ £
Ordinary shares of £1 each
(Authorised, allotted, called up and fully paid)
At beginning of period 100 100
At end of period 100 100

The Company’s capital at 31 December 2018 and 2017 consists of 100 £1 ordinary shares.

6 Related party transactions

Related parties are those persons or entities that are related to the entity preparing its financial statements. They
can include persons who have significant control or influence on the entity, entities that are members of the same
group of companies, or associated companies or joint ventures. In the Company’s case, related parties comprise
key management personnel, AIB and fellow subsidiaries.

Transaction, arrangements and agreements involving directors and others

Key management personnel are those persons considered having authority and responsibility for planning, directing
and controlling the activities of the Company, directly or indirectly. The Board considers that the key management
personnel are the directors and a number of executives of AIB UK Group and AIB, who are involved in the operafions
of the Company.

There were no loans or transactions entered into by the Company with key management personne.

Directors’ and key management personnel compensation

The Directors of the Company are employed and remunerated as employees of AlB UK Group or AlB in respect of
their services to AIB as a whole and received no remuneration from this Company.

Parent and partnership undertaking

The table below provides the balances that the Company has with its parinership undertaking.

2018 2017
Partnership Partnership
undertaking undertaking
£ £
Statement of financial position
Investment in partnership undertaking 100 100
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AlB

NOTES TO THE FINANCIAL STATEMENTS (continued)

7 Ultimate controlling party

The immediate parent company and controlling party is AIB UK Loan Management Limited, a company registered
in England.

AlB Group plc. a company registered in the Republic of Ireland, is the ultimate parent company and ultimate
controlling party of the Company.

The financial statements of AIB and AIB Group plc are available from Bankcentre, Ballsbridge, Dublin 4.
Alternatively, information can be viewed by accessing AIB's website at www.aibgroup.com.
8 Events after the reporting period

There were no significant events after the reporting period.
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AlB

The AIB PFP Scottish Limited Partnership (“the Limited Partnership”) was formed by Allied Irish Banks, p.L.c. (*AIB") in
order to execute a series of agreements to give effect to an asset backed funding plan for the AlB Group LK Definerd
Benefit Pension Scheme (“the UK Scheme”). AlB is a bank registered in Ireland.

STRATEGIC REPORT

Principal activities

The Limited Partnership commenced activities on 19 December 2013 when the original partners agreed to admit AIB
Pensions UK Limited, in its capacity as trustee of the UK Scheme, to the Partnership as a Limited Partner.

Under the terms of the asset backed funding plan, the beneficial interest in a portfolio of loans was transferred to the
Limited Partnership from AIB UK Loan Management Limited (“UKLM"), one of the partners in the Limited Partnership,
for the purpose of ring-fencing the repayments on these loans to fund future deficit payments to the UK Scheme. This
grants the LIK Scheme a regular incnme which is payable quarterly to 31 December 2032 Total contributions nf £19m
were made to the UK Scheme in relation to the year ended 31 December 2018 (2017: £19m).

The portfolio of loans transferred consisted of high quality commercial loans totalling £784m. £235m of these loans
were transferred by legal assignment and £559m by way of sub-participation agreement. The loans were transferred
to the Limited Partnership at fair value, based on market valuation. The fair value of the loan portfolio at the date of
transfer, 19 December 2013, was determined to be £587m.

The AIB PFP (General Partner) Limited (“the General Partner”) in the Limited Partnership, which is a subsidiary of AIB,
has controlling power over the Limited Partnership. The majority of the risks and rewards will be borne by AlB as, while
the LIK Scheme has a prinrity right to the cash flows from the Limiterl Parinership, it is expected that the majority of
and any variability in these cash flows will be recovered or suffered by AIB through UKLM. As UKLM continues to bear
substantially all the risks and rewards of the loans, the loans are not derecognised from UKLM’s statement of financial
position.

As the loans are not derecognised from UKLM's statement of financial position, the Limited Partnership records its
interest in the loans on its statement of financial position as loans receivable from its Partner, UKLM. Although the
loans are not recorded on the Limited Partnership statement of financial position, information on the underlying loans
is provided in the Risk Management report, as the Limited Partnership has an interest in the performance of these
loans.

Business review
The Limited Parinership's statement of comprehensive income is set out on page 10. The Limited Partnership made a
profit during the year of £23m (2017: £31m).

The Limited Partnership's statement of financial position is set out on page 14. The Limited Partnership’s total partners’
interests at 31 December 2018 was £689m (2017; £685m).

Strategy and outlook

There have not been any significant changes in the Limited Partnership’s principal activity during the period under
review and no significant change in the Limited Partnership’s principal activity is expected. The funding plan for the UK
Scheme is currently under review, which could potentially impact on the Limited Partnership, however, this assessment
has yet to be completed.

Principal risks and uncertainties
The risk management section bolow sets out the Limited Partnership’s policios for the managemont of crodit risk and
other significant risks.

WL
Keith Gore (___D

Director

AlIB PFP (General Partner) Limited
General Partner of

AIB PFP Scottish Limited Partnership
27 June 2019
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AlB

RISK MANAGEMENT REPORT

The Limited Partnership has outsourced its risk management function to AIB Group (UK) p.l.c. ("fAIB UK Group”). The
management of the Limited Partnership's activities is based on the policies applied by AIB and the processes and
procedures adopted by AIB UK Group. The UK Senior Management Team (UK SMT") of AIB UK Group ensure risk
processes and procedures for the underlying loan portfolio are appropriate and properly fulfilled. it is the responsibility of
the Directors of the General Partner to provide oversight over this function.

Full details of AIB UK Group’s risk policies and its current position on managing its market, liquidity, credit and other related
rigsks are set out in its Annual Report. A summary of those policies and structures which affect the Limited Partnership, are
set out on the following pages.

Risk management

Risk taking is inherent in the provision of joans by UKLM and as a result of its interest in the underlying portfolio of loans,
the Limited Partnership is also exposed to certain risks. Risk is defined as any event that could damage the core earnings
capacity of the Limited Partnership, increase eamings or cash flow volatility, reduce capital andfor breach regulatory or
legal obligations.

Consequently, effective risk management is essential to the Limited Partnership and is a key part of its overall strategy. In
keeping with AIB, the AIB UK Group has adopted an Enterprise Risk Management approach to identifying, assessing and
managing risks, the core elements of which are set out in the risk management framework summarised below which has
been in operation throughout the year.

Risk philosophy

The UK SMT have adopted a broad set of risk management principles reflecting the Limited Martnership’s risk philosophy

and culture, and articulating the high-level standards against which risk taking decisions are made. The key principles are:

+ to take intelligent risk, with shared responsibility between Business and Risk managers, while maintaining individual
accountability;

+ the Limited Partnership does not have a separately approved Risk Appetite but operates within AIB’s Risk Appetite as
approved by the AlB Board; and

+ to take on only what can be measured, recorded and managed within the Limited Partnership’s capabilities.

The General Partner approves business strategy and the objectives designed to achieve business strategy. Line
management is responsible for managing these objectives within the Limited Partnership’s enterprise risk framework.

Risk appefite
The Limited Partnership adheres to the AIB Risk Appetite Framework which seeks to encourage appropriate risk-

management by sotting direction and boundarios to ensure that ricks arc aligned to business strategy and objectives. AlB’s
Risk Appetite Statement has been considered by the General Partner and the UK SMT, and is used as the Limited
Partnership's risk framework with specific key metrics that are relevant to the Limited Partnership. The risk appetite is
supported by a range of approved limits and delegated authorities within the enterprise risk management framework.

Risk govemance and risk management organisation

The Limited Partners have ultimate responsibility for the governance of all risk-taking activity in the Limited Partnership.
AlIB uses a 'three lines of defence’ framework in the delineation of accountabilities for risk governance with each business
area (the first line of defence) directly accountable for managing its own risks. The objective is to ensure that business
decisions strike an appropriate balance between risk and reward, consistent with this Risk Appetite Statement. Risk (the
second line of defence) provides oversight and challenge to ensure the effective implementation of poficy. AlB's Internal
Audit function (the third line of defence) provides independent assurance to the AIB UK Group Board about the
effectiveness of the internal control framework and adherence to policy.

Risk identification and assessment process
Risk is identified and assessed through a combination of top-down and bottom-up risk assessment processes that focus

on broad risk types and common risk drivers as well as on specific individual risk events, and adopt a forward-looking view
of perceived threats over the planning horizon. Risk is regularly reported on to the UK SMT. These processes are brought
together in the quarterly Material Risk Assessment that directly feeds into AIB's Enterprise-wide Risk Assessment, and
identifies any significant risks facing the Limited Partnership.

Risk strategy
AlB's risk strategy is informed by its risk appetite and the risk profile which emerges from the risk assessment process. To

the extent that mismatches are identified between risk appetite and the actual risks being taken, action to address such
gaps is undertaken.

Principal risks

Based on the assessment and quantification of the various risks being managed as part of the business, the principal risks
and uncertainties facing the Limited Partnership that could have an impact on the success of delivering against the long-
term strategic objectives and the key mitigating actions are set out on the next page:
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RISK MANAGEMENT REPORT (continued)

Credit risk

Credit risk is defined as the risk that a customer or counterparty will be unable or unwilling to meet a commitment that it
has entered into and that the Limited Partnership is unable to recover the full amount that it is owed through the realisation
of any security interests. The credit risks in the Limited Partnership arise primarily from lending activities to customers.
Credit risk is the most material risk to which the partnership is exposed.

The Limited Partnership is dependent on the management of the credit risk of the loans held by UKLM. While the Limited
Partnership’s assets are primarily receivables from UKLM, the underlying assets are loans held by UKLM. UKLM has
outsourced its credit risk function to AlB UK Group.

Risk management and mitigation
Credit risk is managed and controlled through established credit processes and within a framework of credit policy together

with delegated authorities based on skill and experience. Credit grading, £coring and monitoring systems accommadato
the early identification and management of any deterioration in loan quality. The credit management system is underpinned
by an independent system of credit review applying to all frontline credit units and carried out in accordance with defined
methodologies and standards, as well as independent quarterly criticised loan reviews.

The most significant and widely used credit risk mitigation tool available to the Limited Partnership, particularly around the
underwriting and credit review, is the robust internal credit risk control framework in place in AIB UK Group.

Risk monitoring and reporfing

The primary objective of the credit risk management monitoring and reporting within the partnership is to provide timely,
relevant credit risk information to the appropriate management level so as to enable informed management
action/decisions to be taken.

Credit risk is monitored regularly and reported on a monthly basis to the UK Risk Committee, which reviews a suite of
reports specific to the UKLM portfolio of loans, which include the loans in which the Limited Partnership has an interest, on
a monthly basis. These reports include advances and concentrations including the key indicators of credit risk: grade
movements; provision trends and forecasts; delinquency information; updates on significant credit case developments; and
portfolio reports. A quarterly report on the performance of the Limited Partnership, which includes credit risk information,
is produced for the Limited Partners.

Legal/regulatory risk
The Limited Partnership is exposed to the risk that changes to applicable laws or changes in pension’s legislation could
change the objective of the Limited Partnership and may require the Limited Partnership structure to be unwound.

Operational risk

Operational risk is the risk of loss resulting from inadequate or failed intemmal processes and systems or from external
events. It includes legal risk, but excludes strategic and reputational risk. In essence, operational risk is a broad collection
of individual risk types which includes information technology and business continuity risk, internal and external fraid risk,
fiduciary and legal risk and outsourcing and insourcing risk. The Limited Partnership adheres to all of the operaticnal risk
control processes that are in place within AIB.

Liquidity risk

The objective of liquidity management is to ensure that, at all times, the Limited Partnership holds sufficient funds to meet
its contracted and contingent commitments at an economic price. The Limited Partnership maintains sufficient linnid funds
in its bank accounts to ensure it can meet obligations as they arise. Overall liquidity risk is managed at an overall AlIB
Group level.

Pension valuation risk

While the ultimate distribution of capital and profits to limited partners is dependent on the proceeds from loans and
receivables (i.e. subject to credit risk), the allocation of the distribution of capital and profits between the limited partners is
subject to pension risk. This arises as the capital and profits distributed to one limited partner is dependent on the valuation
of the UK Pension Scheme and related cash payments due to make up any deficit in that scheme.

Interest rate risk

Structural interest rate risk arises in the Limited Partnership where adverse movements in interest rates lead to a fall in
floating interest rates on loans to customers held by UKLM, in which the Limited Partnership has an interest. This would
lead to a reduction in cash inflows of interest from customers, which the Limited Partnership is collecting to fund deficit
payments to the UK Pension Scheme.
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GENERAL PARTNER'S REPORT

The Directors of the General Partner AIB PFP (General Partner} Limited (“the Generat Partner”) presents herewith its
report and audited financial statements {which comprise the statement of comprehensive income, statement of changes in
partners’ interests, statement of financial position, statement of cash flows and the related notes) of AIB PFP Scottish
Limited Partnership (“the Limited Partnership™ for the year ended 31 December 2018,

The Limited Partnership was formed on 9 October 2013 pursuant to a limited partnership agreement among the General
Partner, AIB PFP (General Partner) Limited, and the Initial Limited Partners, UKLM and AIB UK Group, and was registered
in Scotland as a limited partnership under the Limited Partnerships Act 1907.

Going concern

The financial statements for the year ended 31 December 2018 have been prepared on a going concern basis as the
Directors of the General Partner is satisfied, having considered the risks and uncertainties affecting the Limited Partnership,
that it has the ability to continue in business for the period of assessment. The periad of assessment used is twelve months
from the date of approval of these annual financial statements.

The Directors of the General Partner has also considered the risk factors which could materially affect the Limited
Partnership's future business performance and profitability and which are outlined in the Risk Management Report. The
Directors of the General Pariner befieve that the Limited Partnership’s capital resources are sufficient to ensure that the
Limited Partnership is adequately capitalised.

On the basis of the above, the Directors of the General Partner are satisfied that it is appropriate to prepare the financial
statements of the Limited Partnership on a going concern basis, having concludod that thorg are no material uncertaintics
related to events or conditions that may cast significant doubt on the Limited Partnership’s ability to continue as a going
concern over the period of assessment.

The Directors of the General Partner have also considered the principal risks and uncertainties, as part of the Material Risk
Assessment (MRA’} process including Brexit, which could materially affect the Limited Partnership’s future business
performance and profitability and which are outlined on pages 3 and 4. The UK's exit from the EU could lead to a
deterioration in market and economic conditions in the UK and Ireland, which could adversely affect the Limited
Partnership's business, financial condition, results of operations and prospects. Although the overall impact of the UK's
withdrawal from the EU remains uncertain, and may remain uncertain for some time, it is expected to have a negative
effect on UK Gross Domestic Product (GDP’} growth over the medium term, with the UK's future trading relationship with
the EU post-Brexit being the key consideration in determining the extent of such deterioration. The legal and reguiatory
position of the Limited Partnership’s operations may be impacted from changes in legal or regulatory rules as a result of
the UK's departure from the EU. Depending on the nature of such changes the UK exiting the EU could have a material
adverse effect on the Limited Partnership’s business, financial condition, results of operations and prospects.

Partners
The following companies were partners during the period and to the date of approval of this repont:

AIB PFP (General Partner) Limited {General Partner) founding partner
AIB Group (UK) p.Lc. {Limited Partner) founding partner
AlB UK Loan Management Limited {Limited Partner) founding partner
AlB Pensions UK Limited {Limited Partner) joined partnership 19 December 2013

Partners’ interests are set out on pages 11-13 of the financial statements.

The policies under which distributions are made and contributions returned to the partners are determined by the Limited
Partnership Agreement.

Directors of the General Partner
The following is the list of the Directors of the General Partner who were in place during the financial year:

K Gore
W R MaclLeod

Accounting records
The Directors of the General Partner believe that they have complied with the requirements of Section 386 to 389 of the
Companies Act, 2006 with regard to adequate accounting records.

The accounting records of the Limited Partnership are maintained at its registered office at 227 West George Street,
Glasgow, G2 2ND.
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GENERAL PARTNER’S REPORT

Events after the reporting period

The 31 December 2017 triennial valuation was completed in May 2019. The Trustee of the UK Scheme has determined
the valuation of the Scheme deficit to be £231m at 31 December 2017. As a result, the regular income due to AIB Pensions
UK Limited has been reduced from £19m per annum to £15m per annum, up to 31 December 2032,

There have been no other significant events since the reporting date.

Disclosure of relevant audit information
Each of the persons who is a Director of the General Partner at the date of approval of this annual report confirms that:

- so far as the Director of the General Partner is aware, there is no relevant audit information of which the Limited

Partnership’s auditor is unaware; and

- the Director of the General Partner has taken all the steps that he/she ought to have taken as a partner in order to make
themselves aware of any relevant audit information and to establish that the Limited Partnership’s auditor is aware of that
information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the Companies
Act 2006.

Auditor
Deloitte LLP, Statutory Auditor, have expressed their willingness to continue in office under Section 487 of the Companies
Act 2006.

Keith Gore

Director Q

AlB PFP (General Partner) Limited
General Partner of

AIB PFP Scottish Limited Partnership
27 June 2019
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The Directors of the General Partner are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

GENERAL PARTNER'S RESPONSIBILITIES STATEMENT

Company law requires the Directors of the General Partner to prepare financial statements for each financial year. Under
that law the Directors of the General Partner have elected to prepare the financial statements in accordance with FRS 102,
the Financial Reporting Standard applicable in the UK and Republic of Ireland (‘relevant financial reporting framework’).
Under company law the Directors of the General Partner must not approve the financial statements unless they are satisfied
that they give a true and fair view of the assets, liabilities and financial position of the limited partnership as at the financial
year end date and of the profit or loss of the limited partnership for the financial year and otherwise comply with the
Companies Act 2006.

In preparing these financial statements, the Directors of the General Partner is required to:

L select suitable accounting policies for the partnership financial statements and then apply them consistently;

L make judgements and estimates that are reasonable and prudent;

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

L prepare the financial statements on the going concemn basis unless it is inappropriate to presume that the

partnership will continue in business.

The Directors of the General Partner is responsible for ensuring that the partnership keeps or causes to be kept adequate
accounting records which correctly explain and record the transactions of the partnership, enable at any time the assets,
liabilities, financial position and profit or loss of the partnership to be determined with reasonable accuracy, enable them to
ensure that the financial statements and General Partners’ Report comply with the Companies Act 2006 and enable the
financial statements to be audited. They are also responsible for safeguarding the assets of the partnership and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

\L&%

Keith Gore

Director

AlB PFP (General Partner) Limited
General Partner of

AlIB PFP Scottish Limited Partnership
27 June 2019
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF AIB PFP SCOTTISH LIMITED PARTNERSHIP
Report on the audit of the financial statements

Opinion
In our opinion the financial statements of AIB PFP Scottish Limited Partnership (the ‘qualifying partnership’):

= give a true and fair view of the state of the qualifying partnership’s affairs as at 31 December 2018 and of its profit
for the year then ended,;

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland”; and

s have been prepared in accordance with the requirements of the Companies Act 2006 as applied to qualifying
partnerships.

We have audited the financial statements which comprise:
+ the statement of comprehensive income;

the statement of financial position;

the statement of changes in pariners’ interests,

the cash flow statement; and

the related notes 1 to 15.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the
UK and Republic of lreland” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Qur
respongibilities under those standards are further described in the auditor's responsibilities for the audit of the financial
statements section of our report.

We are independent of the qualifying partnership in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, including the Financial Reporting Council's {the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where;
= the membors' use of the going concern basis of accounting in preparation of the financial statemonte is not
appropriate; or
¢« the members have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the qualifying partnership’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised for
issue.

We have nothing to report in respect of these matters.

Other information

The members are responsible for the other information. The other information comprises the information included in the
annual report, other than the financial statements and our auditor’s report thereon. Our opinion an the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be matcrially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.




AlB

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF AIB PFP SCOTTISH LIMITED PARTNERSHIP
{continued)

Responsibilities of members

As explained more fully in the members’ responsibilities statement, the members are responsible for the preparation of the
financial statements and for being saticfied that thoy give a truc and fair view, and for such internal control ags the members
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the members are responsible for assessing the qualifying partnership’s ability to
continue as a going concem, disclosing, as applicable, matters related to going concern and using the going concemn basis
of accounting unless the members either intend to liquidate the qualifying partnership or to cease operations, or have no
realistic alternative but to do so.

Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and t{o issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at;
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Report on other legal and regulatory requirements

Opiniong on othor matters 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 members’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
e the sirategic report and the members’ report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the qualifying partnership and its environment obtaincd in the course of
the audit, we have not identified any material misstatements in the strategic report or the members’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 as applied to qualifying partnerships we are required to report in respect of the following
matters if, in our opinion:
+ 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
e certain disclosures of members' remuneration specified by law are not made; or
+ we have not received all the information and explanations we require for our audit
We have nothing to report in respect of these matters.

Use of our report

This report is made solely to the qualifying partnership’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Companics Act 2006 as applied to qualifying partnerships. Our audit work has been undertaken so that we might state
to the qualifying partnership’s members those mattors wo are roquired 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
qualifying partnership and the qualifying partnership’s members as a body, for our audit work, for this report, or for the
opinions we have formed.

Ben Jackson, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

Date:27 g 20[‘\
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AlB
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018
2017
Note £m
Interest income 3 23
Net interest income 23
Other operating income 4 g
Other income 32
Total operating income 32
Administrative expenses 5 1
Operating profit 31
Profit on ordinary activities for the year 9 31
All results are derived from continuing operations.
The notes on pages 16 to 29 form part of these financial statements.
AlB PFP Scottish Limited Partnership Annual Financial Statements 2018 10



AlB

STATEMENT OF FINANCIAL POSITION

As at 31 December 2018

2017
£m

24
666

Note
Assets
Cash and cash equivalents
Loans and receivables 6
Other assets 8
Total assets
Liabilities

Accruals and deferred income

Contributions payable to UK Scheme

695

Total liabilities

10

Partner's interests
Partner's capital

685

Total partners’ interests

685

Total liabilities and partners’ interests

695

The Notes on pages 16 to 29 form part of these financial statements.

These financial statements were approved by the Directors of the General Partner on 27 June 2019 and signed on its

behalf by:

e (>

AlB PFP (General Partner} Limited
General Partner of

AlB PFP Scottish Limited Partnership
27 June 2019

Company Registration Number: SL014428
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STATEMENT OF CHANGES IN PARTNERS' INTERESTS

2018
Capital  Capital reserve Current Partners’
account account account interests
Note £m £m £m £m
AlIB PFP (General Partner) Limited
Opening balance - - - -
Total comprehensive profit - - - -
At 31 December 2018 - - - -
AIB Group {UK} p.|.c. (Limited Partner)
Opening balance - - R .
Total comprehensive profit - - - -
At 31 December 2018 - - - -
AlB UK | oan Management Limited (Limited Partner)
Opening balance - 305 30 425
Total comprehensive profit - - 23 23
Allocations
Finance charge expense - - 2 (2)
Total comprehensive profit 9 - - (19) {19)
Revaluation of Pension Scheme - 70 - 70
At 31 December 2018 - 465 a2 497
AlIB Pensions UK Limited (Limited Partner)
Opening balance - 158 102 260
Allocations
Finance charge income - - 2 2
Total comprehensive profit 9 - - 19 19
Revaluation of Pension Scheme - (70) - (70)
Contribution to UK Scheme - (19) - {19}
At 31 December 2018 - 69 123 192
Total partners’ interests - 534 155 689

at 31 December 2018
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STATEMENT OF CHANGES IN PARTNERS' INTERESTS (continued)

Note

AIB PFP {General Partner) Limited

Opening balance
Total comprehensive profit
At 31 December 2017

AlB Group {UK) p.l.c. (Limited Partner)

Opening balance
Total comprehensive profit
At 31 December 2017

AIB UK lLoan Management Limited (Limited Partner)

Opening balance

Total comprehensive profit

Allocations

Finance charge expense

Tota! comprehensive profit 9
Revaluation of Pension Scheme

At 31 December 2017

AIB Pengiong UK Limited (Limited Partner)

Opening balance

Allocations

Finance charge income

Total comprehensive profit 9
Revaluation of Pension Scheme
Contribution to UK Scheme

At 31 December 2017

Total partners’ interests
at 31 December 2017

2017

Capital  Capital reserve Current Partners’
account account account interests
£m £m £m £m

- 350 20 370

- - 31 3

- - @ (2)

- - (19) {19)

- 45 - 45

- 395 30 425

- 222 81 303

- - 2 2

- - 19 19

- (45) - (45)

- (19) - (19)

- 158 102 260

- 553 132 685
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AlIB Pensions UK Limited are entitled to a regular income payable quarterly to 31 December 2032. Total contributions of
£19m were made to the UK Scheme in relation to the year ended 31 December 2018 (2017: £19m). In addition, if the 31
December 2032 actuarial valuation of the UK Pension Scheme reveals a deficit, then AIB Pensions UK Limited will receive
a termination payment equal to the lower of the deficit or £60m.

STATEMENT OF CHANGES IN PARTNERS’ INTERESTS (continued)

The present value of the amount AIB Pensions UK Limited is entitled to receive as at 31 December 2018 is £192m (2017:
£260m). This valuation will change as a result of the triennial valuations of the UK Scheme. The 31 December 2017 triennial
valuation was completed in May 2019. The finance charge represents the unwind of the present value of AIB Pensions UK
Limited's interest in the Limited Partnership.

The Notes on pages 16 to 29 form part of these financial statements.
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STATEMENT OF CASH FLOWS

For the year ended 31 December 2018

2017

Nole £m

Cash flows from operating activities

Profit before taxation

Adjustments for:
Interest income under effective interest rate method {non-
cash portion)

Gain on disposal

Increase in accruals

H

{8)

©)

Net cash inflow from operating activities

15

Net increase in loans and receivables from Parent
Met decrease in loans and receivables from Partner

Consideration receivad

10 (13}

30

Net cash inflow/{outflow) from investing activities

17

Contributions paid to Partner

(19}

Net cash inflow/{outflow) from financing activities

{19)

Net movement in cash and cash equivalents

Cash and cash equivalents at 1 January

13
11

Cash and cash equivalents at 31 December

24

The notes on pages 16 to 29 form part of these financial statements.
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The Limited Partnership is domiciled in Scotland and its registered office is at 227 West George Street, Glasgow, G2 2ND.
The principal activity of the Limited Partnership is to act as an asset backed funding plan for the AIB (UK} Defined Benefit
Pension Scheme (“the UK Scheme”).

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

General information

The General Partner approved these financial statements for issue on 27 June 2019.

AIB, the parent company of the General Partner, is a company registered in the Republic of Ireland. The address of its
Headquarters and Registered Office is as follows: AIB Bankcentre, Ballsbridge, Dublin 4 Republic of Ireland.

1. Accounting policies

1.1 Statement of compliance

From 1 January 2018 the financial statements have been prepared under the historical cost convention, modified to include
certain items at fair value, and in accordance with the Companies Act 2006 and Financial Reporting Standard 102 (FRS
102) issued by the Financial Reporting Council.

This is the first year that the company has presented its financial statements under Financial Reporting Standard 102 (FRS
102) issued by the Financial Reporting Council. The decision to apply FRS102 was taken after considering the nature of
the business, the user of the information, and the level of disclosure required under IFRS 9 relative to an entity of this size.
It was determined that the continued reporting under IAS 39 was appropriate.

The last financial statements under IFRS were for the year ended 31 December 2017 and the date of transition to FRS
102 was 1 January 2018.

No transition adjustments were required to be made to the prior year financial statements on adoption of FRS 102 in the
current financial year. There has been no changes in accounting policies and no impact on the financial statements as a
result of adopting FRS 102. For more information see note 14.

1.2 Functional and presentation currency
The financial statements are presented in pound sterling, which is the functional currency of the partnership. Except as
otherwise indicated, financial information presented in pound steriing has been rounded to the nearest million.

1.3 Basis of measurement

The financial statements have been prepared under the historical cost basis, with the exception of loans to and receivables
from partner undertakings, which are stated under the recognition and measurement requirements of IAS 39 Financial
Instruments: Recognition and Measurement, as permitted under FRS 102, which are recognised initially at their fair value
and subsequently measured at amortised cost.

The financial statements comprise the statement of comprehensive Income, the statement of changes in partners’ interests,
the statement of financial position, and the statement of cash flows, together with the related notes.

1.4 Going concern

The financial statements for the period ended 31 December 2018 have been prepared on a going concern basis as the
General Partner is satisfied, having considered the risks and uncertainties impacting the Limited Partnership, that it has
the ability to continue in business for the period of assessment. The period of assessment used is twelve months from the
date of approval of these annual financial statements.

The General Partner has also considered the risk factors which could materially affect the Limited Partnership’s future
business performance and profitability and which are outlined in the Risk Management Report. The Directors of the General
Partner believe that the Limited Partnership’s capital resources are sufficient to ensurc that tha Limited Partnership is
adequately capitalised.

On the basis of the above, the Directors of the General Partner are satisfied that it is appropriate to prepare the financial
statements of the Limited Partnership on a going concern basis, having concluded that there are ne material uncertainties
related to events or conditions that may cast significant doubt on the Limited Partnership’'s ability to continue as a going
concern over the period of assessment.

1.5 Accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of certain assets, liabilities, revenues and expenses, and disclosures of
contingent assets and liabilities. The estimates and assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances.

Since management's judgement involves making estimates concerning the likelihcod of future events, the actual results
could differ from those estimates.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS {continued)
1. Accounting pelicies (continued)

1.5 Accounting estimates and judgements (continued)

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are
recognhised in the period in which the estimate is revised and in any future period affected. The estimates that have a
significant effect on the financial statements and estimates with a significant risk of material adjustment in the next year
are in the areas of loan impairment and the determination of the fair value of certain financial assets and financial liabilities.
In addition, the classification of financial assets and financial liabilities has a significant impact on their statement of
comprehensive income treatment and could have a significant impact on reported income.

1.6 Foreign currency translation

Foreign currency transactions are translated into the respective entity's functional currency using the exchange rates
prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are re-
translated at the rate prevailing at the year end. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the re-translation at year end exchange rates of the amortised cost of monetary assets and liabilities
denominated in foreign currencies are recognised in the statement of comprehensive income.

1.7 Interest income and expense recognition
Interest income and expense is recognised in the income statement for all interest-bearing financial instruments 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 financial liabilities) and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts the estimated future cash payments or receipts through the
expected life of the financial instrument to the net carrying amount of the financial asset or financial liability. The application
of the method has the effect of recognising income receivable and expense payable on the instrument evenly in proportion
to the amount outstanding over the period to maturity or repayment.

In calculating the effective interest rate, the Limited Partnership estimates cash flows (using projections based on its
experience of customers’ behaviour) considering all contractual terms of the financial instrument but excluding future credit
losses. The calculation takes into account all fees, including those for any expected early redemption, paid or received
between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums and discounts. The effective interest rate is used to determine the amount of amortisation released to the profit
and loss account and the bad debt charge in each year.

Interest receivable from group companies represents the Limited Partnership’s interest in the cash flows related to the
underlying loans.

The finance charge represents the unwind of the present value of AIB Pensions UK Limited’s interest in the Limited
Partnership.

Following impairment, interest income is recognised using the original effective interest rate which is used to discount the
future cash flows for the purpose of measuring the impairment loss.

1.8 Financial assets

The Limited Partnership classifies its financial assets into loans and receivables and financial assets at amortised cost.
Purchases and sales of financial assets are recognised on trade date, being the date on which the Limited Partnership
commits to purchase or sell the asset. Financial assets are initially recognised at fair value and are subsequently carried
on an amortised cost basis.

Interest is calculated using the effective interest method and credited to the income statement. Impairment losses and
translation differences on monetary items are recognised in the statement of comprehensive income.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or where
the Limited Partnership has transferred substantially all the risks and rewards of ownership and no longer controls the
asset.

Determination of fair value of financial instruments

The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal, or in its absence, the most
advantageous market to which the Limited Partnership has access at that date. The Limited Partnership considers the
impact of non performance rick when valuing its financial liabilitics.

Financial instruments are initially recognised at fair value and the initial carrying amount is adjusted for direct and
incremental transaction costs. In the normal course of business, the fair value on initial recognition is the transaction price
(fair value of consideration given or received).
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
1. Accounting policies (continued)
1.8 Financial assets (continued)

Determination of fair value of financial instruments (continued)

If the Limited Partnership determines that the fair value at initial recognition differs from the transaction price and the fair
value is determined by a quoted price in an active market for the same financial instrument, or by a valuation technique
which uses only abservable market inputs, the difference between the fair value at initial recognition and the transaction
price is recognised as a gain or loss. If the fair value is calculated by a valuation technique that features significant market
inputs that are not observable, the difference between the fair value at initial recognition and the transaction price is
deferred.

Subsequently, the difference is recognised in the statement of comprehensive income on an appropriate basis over
the life of the financial instrument, but no later than when the valuation is supported by wholly observable inputs;
the transaction matures; or is closed out.

Subsequent to initial recognition, the methods used to determine the fair value of financia! instruments include quoted
prices in active markets where those prices are considered to represent actual and regularly occurring market transactions.
Where quoted prices are not available or are unreliable because of market inactivity, fair values are determined using
valuation techniques These valuation techniques maximise the use of relrvant ahservable inputs and minimise the 1se nf
unobaervable inputa. The valuation techniques used incorporate the factors that market participants would take into
account In pricing a transaction. Valuation techniques include the use of recent orderly transactions between market
participants, rcfcrence to other similar instrumente, option pricing models, discounted cash flow analysic and othor
valuation techniques commonly used by market participants.

Quoted prices in active markets

Quoted market prices are used where those prices are considered to represent actual and regularly occurring market
transactions for financial instruments in active markets. Where quoted market prices have been used to value financial
instruments, these have been disclosed as Level 1 in the fair value hierarchy.

Valuations for negotiable instruments such as debt and equity securities are determined using bid prices for asset positions
and offer prices for liability positions.

Where securities are traded on an exchange, the fair value is based on prices from the exchange. The market for debt
securities largely operates on an ‘aver the coninter’ basis which means that there is not an official clearing or exchange
price for these security instruments.

Therefore, market makers and/or investment banks (‘contributors’) publish bid and offer levels which reflect an indicative
price that they are prepared to buy and sell a particular security. The Limited Partnership’s valuation policy requires that
the prices used in determining the fair value of securities quoted in active markets must be sourced from established market
makers and/or investment banks.

Valuation techniques

In the absence of quoted market prices, and in the case of over-the-counter derivatives, fair value is calculated using
valuation techniques. Where the fair value is calculated using discounted cash flow analysis, the methodology is to use, to
the extent possible, market data that is either directly observable or is implied from instrument prices, such as interest rate
yield curves, equities and commodities prices, credit spreads, option volatilities and currency rates. in addition, the Limited
Partnership considers the impact of own credit risk and counterparty risk when valuing its derivative liabilities. Where
observable market data has been used to value financial instruments, these have been disclosed as Level 2 in the fair
value hierarchy.

The valuation methadology is to calculate the expected cash flows under the terms of each specific contract and then
discount these values back to a present value. The assumptions involved in these valuation techniques include:

- The likelihood and expected timing of future cash flows of the instrument. These cash flows are generally governed
by the terms of the instrument, although management judgement may be required when the ability of the
counterparty to service the instrument in accordance with the contractual terms is in doubt. In addition, future cash
flows may also be sensitive to the occurrence of future events, including changes in market rates; and

- Selecting an appropriate discount rate for the instrument, based on the interest rate yield curves including the
determination of an appropriate spread for the instrument over the risk-free rate. The spread is adjusted to take
into accaunt the specific credit risk profile of the exposure.

All adjustments in the calculation of the present value of future cash flows are based on factors market participants would
take into account in pricing the financial instrument.

Certain financial instruments (both assets and liabilities) may be valued on the basis of valuation techniques that feature
one or more significant market inputs that are not observable. When applying a valuation technique with unobservable
data, estimates are made to refiect uncertainties in fair values resulting from a lack of market data, for example, as a result
of illiquidity in the market. For these instruments, the fair value measurement is less reliable.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)}
1. Accounting policies {(continued)
1.8 Financial assets (continued)

Valuation techniques (continued)

Inputs into valuations based on non-observable data are inherently uncertain because there is littte or no current market
data available from which to determine the price at which an orderly transaction between market participants would occur
under current market conditions. However, in most cases there is some market data available on which to base a
determination of fair value, for example historical data, and the fair values of most financial instruments will be based on
some market observable inputs even where the non-observable inputs are significant. All unobservable inputs used in
valuation techniques reflect the assumptions market participants would use when fair valuing the financial instrument.
Where the Limited Partnership has used unobservable market data to value financial instruments, these have been
disclosed as Level 3 in the fair value hierarchy.

The Limited Partnership tests the outputs of each valuation model to ensure that it reflects current market conditions. The
calculation of fair value for any financial instrument may require adjustment of the quoted price or the valuaticon technique
output to reflect the cost of credit risk and the liquidity of the market, if market participants would include one, where these
are not embedded in underlying valuation techniques or prices used.

The choice of contributors, the quality of market data used for pricing, and the valuation techniques used are all subject to
internal review and approval procedures.

Transfers between levels of the fair value hierarchy
The Limited Partnership recognises transfers between levels of the fair value hierarchy at the end of the reporting period
during which the change occurred.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market and which are not classified as available for sale. Loans and receivables are initially recognised at fair value
including direct and incremental transaction costs, and are subsequently carried on an amortised cost basis.

Loans and receivables consist of loan cash flows receivable from AIB and balances with Partner undertakings.

1.9 Impairment of financial assets
It is the Limited Partnership's policy to make provisions for impairment of financial assets to reflect the incurred losses in
relation to those assets at the reporting date.

The underlying loans to customers have not been derecognised from UKLM’s balance sheet and the Limited Partnership
records its interest in the loans on its balance sheet as loans receivable from Partner undertakings, being UKLM. However,
to assess the loan from UKLM for impairment, the Limited Partnership must assess the underlying loans to customers for
objective evidence of impairment.

Impairment

The Limited Partnership assesses at each reporting date whether there is objective evidence that a financial asset or a
portfolio of financial assets is impaired. A financial asset or porifolio of financial assets is impaired and impairment losses
are incurred if, and only if, there is objective evidence of impairment as a result of one or more loss events that occurred
after the initial recognition of the asset and on or before the reporting date ("a loss event”) and that loss event or events
has had an impact such that the estimated present value of future cash flows is less than the current carrying value of the
financial asset, or portfolio of financial assets.

Objective evidence that a financial asset, or a portfolio of financial assets, is impaired includes observable data that comes
to the attention of the Limited Partnership about the following loss events:

significant financial difficulty of the issuer or obligor;
a breach of contract, such as a default or delinquency in interest or principal payments;
the granting to the borrower of a concession, for economic or legal reasons relating to the borrower's financial
difficulty that the Limited Partnership would not otherwise consider;
it becomes probable that the borrower will enter bankruptcy or other financial reorganisation;
the disappearance of an active market for that financial asset because of financial difficulties; or
observable data indicating that there is a measurable decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the portfolio, including:

— adverse changes in the payment status of borrowers in the portfolio; and

- national or local economic conditions that correlate with defaults on the assets in the portfolio

pow

~oa
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
1. Accounting policies (continued)
1.9 Impairment of financial assets {continued)

Impairment loss

The amount of impairment loss is measured as the difference between the asset's carrying amount and the present value
of estimated future cash flows discounted at the asset’s original effective interest rate. The amount of the loss is recognised
using an allowance account and is included in the statement of comprehensive income.

Following impairment, interest income is recognised using the original effective rate of interest which was used to discount
the future cash flows for the purpose of measuring the impairment loss. If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the
reversal is recognised in the statement of comprehensive income.

When a loan has been subjected to a specific provision and the prospects of recovery do not improve, a time will come
when it may be concluded that there is no real prospect of recovery. When this point is reached, the amount of the loan
which is considered to be beyond the prospect of recovery is written off against the related provision for loan impairment.
Subsequent recoveries of amounts previously written off decrease the amount of the provision for loan impairment in the
statement of comprehensive income.

1.10 Sale and repurchase agreements

Financial assets may be lent or sold subject to a commitment to repurchase them (‘repos’). Such securities are retained
on the statement of financial position when substantially all the risks and rewards of ownership remain with the Limited
Partnership. The liability to the counterparty is included separately on the statement of financial position. The difference
between the sale and repurchase price is accrued over the life of the agreements using the effective interest method.

1.11 income tax

The Limited Partnership is a transparent entity for UK tax purposes and as such is not liable to UK corporation tax or
income tax. For UK tax purposes, the profits of the Limited Partnership are apportioned to the partners in accordance with
the Partnership Agreement and are taxed on the pariners, depending on their individual circumstances.

1.12 Cash and cash equivalents

For the purposes of the cash flow statement, cash comprises cash on hand and demand deposits. Cash equivalents
comprise highly liquid investments that are convertible into cash with an insignificant risk of changes in value with original
maturities of less than three months from the date of acquisition.

1.13 Adoption of new accounting standards

The General Partner has considered all International Accounting Standards (1ASs"), including FRS 102 and interpretations
adopted during the period ended 31 December 2018 and confirm they do not believe they have any impact cn the
accounting policies, financial positioning or performance of the Limited Partnership.

1.14 Prospective accounting changes
The Financial Reporting Council (FRC) has pubiished incremental improvements and clarifications to FRS 102. The FRC

indicated that “as a result of these amendments, FRS 102 will be clearer and easier to use, some accounting policies will
be simplified and additional choices and exemptions will be introduced”.

The amendments have arisen as a result of the first triennial review of FRS 102 and after taking into account stakeholder
feedback on the implementation of FRS 102 and recent developments in financial reporting. The effective date for the
amendments to FRS 102 is for accounting periods beginning on or after 1 January 2019

The majority of the amendments are editarial in nature and are not expected to have a significant impact on the Limited
Partnership.

2, Critical accounting judgements and estimates

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of certain assets, liabilities, revenues and expenses, and disclosures of
contingent assets and liabilities. The estimates and assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances. Since management judgement involves making
estimates concerning the likelihood of future events, the actual results could differ from those estimates.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
2. Critical accounting judgements and estimates (continued)

The areas involving a higher degree of judgement, or areas where assumptions and estimates are deemed to have a
significant impact on the financial statements, are set out in this note.

Loan impairment

The Limited Partnership’s accounting policy for impairment of financial assets is set out in the Accounting Policies section,
Note 1.9. The provisions for impairment on loans and receivables at 31 December 2018 represent management's best
estimate of the losses incurred in the loan portfolio at the reporting date and as set out in the accounting policy, this is
linked to the performance of the underlying loan portfolio on the balance sheet of UKLM.

Judgement is required in: determining the criteria for objective evidence of impairment; determining credit ratings;
assessing expected trends in delingquency rates, assessing borrower quality; assessing the economic conditions in the
various sectors to which the Limited Partnership is exposed; and assessing the impact of other external factors such as
legal and regulatory requirements. Estimations are required in inputs such as: collateral valuations; future cash flows;
discounts rates.

Credit risk is identified, assessed and measured through the use of credit rating and scoring tools. The ratings influence
the managoment of individual loans. Speoial attention is paid to lower quality rated loans and, where appropriate, loans
are transferred to specialist units to help avoid default, or where in default, to help minimise loss.

The credit rating triggers the impairment assessment and if relevant the raising of specific provisions en individual ioans
where there is doubt about their recoverability.

The management process for the identification of loans requiring provision is underpinned by independent review. Credit
quality and loan loss provisioning are independently monitored by credit and risk management on a regular basis. The
Limited Partnership assesses its provisions and provision adequacy on a quarterly basis. These provisions are reviewed
and approved by the AIB UK Credit Committee and the AIB Group Credit Committee on a quarterly basis.

Specific provisions

A specific provision is made against problem loans when, in the judgement of management, the estimated repayment
realisable from the obligor, including the value of any security available, is likely to fall short of the amount of principal and
interest outstanding from the obligor. The amount of the specific provision made in the financial statements is intended to
cover the difference between the assets’ carrying value and the present value of estimated future cash flows discounted
at the assets’ original effective interest rates upon transfer to the Limited Partnership. The amount of specific provision
required on an individually assessed loan is highly dependent on estimates of the amount of future cash flows and their
timing.

Incurred but not reported provisions

Incurred but not reported (“IBNR”) provisions were not deemed necessary in the period as the loan porifolio the Limited
Partnership has an interest in are managed on an individual basis, with specific provisions being raised as and when issues
have been identified.

Determination of fair value of financial instruments
The Limited Partnership’s accounting policy for the determination of fair value of financial instruments is set out in the
Accounting Policies section, Note 1.8.

The best evidence of fair value is quoted prices in an active market. In the absence of quoted prices judgement is required
in selecting suitable valuation technigues to obtain an estimation of fair value. Valuation techniques that rely to a greater
extent on non-observable data require a higher level of management judgement to calculate a fair value than those based
wholly on observable data. Judgement is required in: selecting the valuation technique; evaluating available market
information; determining an appropriate credit spread. Estimates are involved in the inputs into the valuation including:
determining the cash flows for the instruments; identifying a rick free discount rate.

The choice of contributors, the quality of market data used for pricing, and the valuation techniques used are all subject to
internal review and approval procedures. Given the uncertainty and subjective nature of valuing financial instruments at
fair value, any change in these variables could give rise to the financial instruments being carried at a different valuation,
with a consequent impact on shareholders’ equity.

The fair value of the loan portfolio at the date of transfer, 19 December 2013, was determined to be £587m. To determine
this fair value, external congultants were engaged to conduct a market valuation of the portfolio at the date of transfer. The
waork performed by the oxtomal consuiltants wags used as a bagis for determining the fair valuc at which the assets would
be transferred.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
3. Interest income
2017
£m
Interest income
- Interest receivable from group companies 15
- Amortisation of fair value adjustment* 8
23
During 2018, Interest income recognised on impaired loans was £0.1m (2017 £0.1m).
*This represents the amortisation of fair value discount in the year, using the effective interest rate method
4. Other operating income
2017
£m
Accelerated amortisation of fair value adjustment* 12
Loss on disposal of financial assets (3)
9

Gain on disposal of financial assets

*This represents the accelerated amortisation of fair value adjustments using the effective interest rate method for
unscheduted loan repayments and disposals made during the year.

5. Administrative expenses
2017

£m

General and administrative expenses

The total monthly average number of persons employed by the Limited Partnership during the period was nil (2017: nil).

The loans in which the Limited Partnership has an interest are held by UKLM. The loans held by UKLM are managed and
serviced by AIB UK Group under a memorandum of understanding between the two companies.

AlB UK Group is remunerated by the Limited Partnership and UKLM for the cost of providing this service.

AIB UK Group recharged the Limited Partnership £1m in 2018 (2017: £1m), being the proportion of the costs of its
personnel who carry out work for the Limited Partnership. This includes a charge for key management personnel who aro
employed by AIB UK Group, see Note 10 Related party transactions.

The auditor’s remuneration of £54,000 (2017: £50,400) for the financial statements audit has been accrued within general
and administrative expenses. This amount includes auditor's remuneration of £6,000 (2017: £6,000) for the financial

statements audit of the General Pariner.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)

6. Loans and receivables

2017
£m
Loans to and receivables from AIB (under repurchase agreements) 168
Loans and receivables from Partners undertakings 498
Loans and receivables €66
2017
£m
Movement in provision for impairment of loans and receivables
Specific provisions
At beginning of period (5)
Disposal 5
Total provisions at end of period -
Maturity analysis™*
- over 5 years 436
- & years or less but over 1 year 4
- 1 year or less but over 3 months 39
- repayable on demand 187
666

*This maturity analysis relates to loans and receivables from AIB and from Partners undertakigs {which is representative
of the underlying loans held by UKLM).

7. Credit risk disclosures
(a) Maximum exposure to credit risk

The table below sets out the maximum exposure to credit risk (net of existing impairments) that may impact the Limited
Partnership, ignoring any collateral that may be held:

2017

£m

Cash and cash equivalents 24
Loans and receivables'" 666
Maximum expaosure to credit risk 690

(Loans and receivables consist of £470m (2017 £498m}) in loans to and receivables from Partner undertakings and £221m
(2017: £168m) in loans and receivables from AIB (under repurchase agreements).
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS {continued)
7. Credit risk disclosures (continued)
(b) Concentration exposure

The table below gives a breakdown of the gross loans to customers balance held by UKLM, in which the Limited Partnership
has an interest, by borrower sector:

31 December 2018 31 December 2017

Gross value Fair value Gross value Fair value

Em £m £m £m

Student accommodation 277 235 281 239
Private finance initiatives 261 250 288 277
Property invesiment 20 16 21 19
Housing associations 20 22 22 23
Charity and education 18 17 20 18
Total loans 596 540 632 577

The table below gives a breakdown of the gross loans to customers balance held by UKLM, in which the Limited Partnership
has an interest, by transfer mechanism:

31 December 2018 31 December 2017
Gross value Fair value Gross value Fair value
£m £m £m £m
Legal assignment 176 157 179 160
Sub-participation 420 383 453 417
Total loans 596 540 632 577

(c) Credit quality of loans and receivables
The table below shows the loan rating profile of the loans to customers balance held by UKLM in which the Limited
Partnership has an interest:

31 December 2018 31 December 2017
Credit grade Gross value Fair value Gross value Fair value
£m £m £m £m
1-3 576 524 613 558
4 - - 19 19
8 20 16 - -
Total loans 596 540 632 577

Grades 1 — 3 would typically include strong lending at the upper end of the scale (Grade 1), satisfactorily performing
exposures (Grade 2) and at the lower end of the scale (Grade 3} includes a portion of criticised loans (i.e. loans requiring
additional management attention over and above that normally required for the loan type).

Grade 4 contains the remainder of the criticised loans, excluding impaired loans.

Grade 5 - 8 contains loans in which management has lost confidence and there is a strong likelihood of loss.

The loan at Grade 8 has been assessed and no provision was required to be raised. There were no loans that were past
due but not impaired.
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
7. Credit risk disclosures (continued)

{d} Collateral

AIB UKLM takes collateral in support of its lending activities when deemed appropriate and has a series of policies and
procedures in place for the assessment, valuation and taking of such collateral. In some circumstances, depending on
custorner standing and/or the nature of the lending, the lending may be secured.

97% (2017: 97%) of the value of the loans in which the Limited Partnership has an interest are secured on property. For
property related lending, it is normal practice to take a charge over the property being financed. For non-property related
lending, collateral typically includes a charge over business assets such as stock and debtors but which may also include
property. In some circumstances, personal guarantees supported by a lien over personal assets are also taken as security.

{e) Forbearance

AIB UKLM has a number of forbearance strategies in operation to assist borrowers who have difficulty in meeting
repayment commitments. Where a customer requests forbearance, the circumstances are assessed on an individual loan
case basis, and the request is considered as a potential impairment indicator, whether the forbearance is agreed to or not.

A commercial forbearance measure occurs when AlIB UKLM , for reasaons relating to the actual or apparent financial stress
of the borrower, grants a concession or modification to the original contract terms to that borrower, which would ctherwise
not be justified, with a view to receiving more sustainable repayments and improved likelihood of ultimate repayment.

None of the loans in which the Limited Partnership has an interest have been identified as being subject to forbearance in
2018 and in 2017.

8. Other assets
2017
£m
Sale of loans awaiting settlement 5
5

In December 2017, UKLM sold a portfolio of loans to a third party. The Limited Partnership had a beneficial interest in one
of these loans which was sold for a consideration of £56m. The loan had a net book value of £8m and a loss on disposal of
£3m has been recorded on this transaction for the Limited Partnership loan. The sale agreement was signed on 15th
December 2017, and the loan derecognised from the statement of financial position of the Limited Partnership at that date.
A depasit was paid on signing with the remaining amount of £6m paid by the purchascr in 2018,
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)

9. Partners’ interests

Total comprehensive profit in the reporting pericd was allocated to the Partners’ Current accounts, in accordance with the
Limited Partnership agreement, in the order of priority shown in the table below.

Partner

AIB PFP (General Partner) Limited
AlB Group (UK) p.l.c.
AlB UK Loan Management Limited

AIB Pensions UK Limited
AlIB UK Loan Management Limited

10. Related party transactions

Profit allocation 2017
£000
lower of 0.1% of profit, or £50,000 50
5% of Partner’s Capital account -
5% of Partner's Capital account i -
annual contribution amount and any : 19.100
averdue contribution ; !
remaining profit balance 12,280
31,430

Related parties are those persons or entities that are related to the entity preparing its financial statements. They can
include persons who have significant control or influence on the entity, entities that are members of the same group of
companies, or associated companies or joint ventures.

In the Limited Partnership’s case, related parties comprise the Partners in the Limited Partnership, the parent and fellow
subsidiaries of the Partners. Loans to related parties are made in the ordinary course of business on normal commercial

terms.

Parent and feliow subsidiaries

The table below provides the balances that the Limited Partnership has with AIB and fellow subsidiaries and the

transactions included in the income statement.

2017
Partners
£m

Parent
£m

Statement of Financial Position
Cash and cash equivalents(®
Loans and receivables
Accruals
Contribution payable to UK scheme

Statement of Comprehensive income
Interest and similar income

Administrative expenses

- 24
498
- &)
- ()

. 15

Notes

(a) Under the Limited Partnership agreement, cash held by the Limited Partnership can be utilised in sale and
repurchase transactions with AIB on a shost term basis.
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The term “financial instrument” includes both financial assets and financial liabilities. The fair value of a financial instrument
is the price that would be received to sell an asset, or paid to transfer a liability, in an orderly transaction between market
participants at the measurement date in the principal, or in its absence, the most advantageous market to which the Limited
Partnership has access at that date.

NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)

11. Fair value of financial instruments

Fair values are based on observable market prices where available, and on valuation models or techniques where the lack
of market liquidity means that observable prices are unavailable. The fair values of financial instruments are measured
according to the following fair valuc hicrarchy that reflects the observability of significant market inputs:

Level 1 —financial assets and liabilities measured using quoted market prices from an active market (Unadjusted).

Level 2 — financial assets and liabilities measured using valuation techniques which use quoted market prices from an
active market or measured using quoted market prices unadjusted from an inactive market.

Level 3 — financial assets and liabilities measured using valuation techniques which use unobservable market data.

The fair values of the financial assets and liabilities, together with their carrying amounts shown in the statement of financial
position are as follows:

2017
Carrying Fair
amount value
Note £m £fm
Assets

Cash and cash equivalents (a) 24 24

Loans and receivables from AIB {under repurchase
agreements) (a) 168 168
Loans and receivables from Partner undertakings {b) 498 577

Notes

(a) The fair value of these instruments is considered to equal the carrying value (Level 1).

(b) These instruments are carried at amortised cost. In the absence of quoted market prices, fair value is calculated using
valuation techniques — primarily discounted cash flows analysis, using market data where possible (Level 3).
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)
12. interest rate sensitivity

The table below sets out the re-pricing interest rate exposure of the Limited Partnership’s assets and liabilities. This is the
market risk to which the Limited Partnership is exposed.

The loans in which the Limited Partnership has an interest are recorded in the accounts of UKLM, not in the Limited
Partnership. The Limited Partnership’s interest in the loans is represented by an intercompany lfoans and receivables
balance with UKLM. Given this accounting treatment, the interest rate re-pricing information below does not show the re-
pricing dates of the underlying loans to customers in which the Limited Partnership has an interest, but the re-pricing of the
intercompany assets. The interest re-pricing dates of the underlying loans to customers are included within the disclosures
of UKLM's entire loan book in the financial statements of UKLM.

ltems are allocated to time bands by reference to the eartier of the next contractual interest rate re-pricing date and maturity
date. Transactions without defined re-pricing terms are shown according to management expectations. Contractual re-
pricing does not illustrate the potential impact of early repayment or withdrawal. Pasitions may not be reflective of those in
adjacent and/or future periods. Major changes can be made rapidly as the market outlook fluctuates. Further, significant
variability may exist within the re-pricing periods presented.

2018
Non-
0<1 1<3 3<12 1<5 5+ .
interest Total
Months Months Months Years Years bearing
£m £m £m £m £m £m £m

* Loans and receivables re-pricing in less than one month consist of loans and receivables from partner undertakings
{£596m) and loans and receivables from the Parent under repurchase agreements (£221m). The non-interest bearing
component of the loans and receivables balance consists of the unamortised fair value discount on loans transferred to
the Limited Partnership (£126m).
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS (continued)

12. Interest rate sensitivity

2017
Non-
0<1 1<3 3<12 1<5 5+ .
Months Months Months Years Years lntergst Total
bearing
£m £m £m £m £m £m £m
Assets
Cash and cash equivalents 24 - - - - - 24
Loans and receivables * 802 - - - - (136) 666
Other Assets - - - - 5 5
Total assets 826 - - - - (131) 695
Liabilities
Accruals - - - - - 5 5
Contribution payable to UK Scheme - - - - - 5 5
Partners’ capital - - - - - 685 685
Total liabilities - - - - - 695 695
Interest rate sensitivity gap 826 - - - - (826) -
Cumulative gap 826 826 826 826 826 - -

* Loans and receivables re-pricing in less than one month consist of loans and receivables from partner undertakings
(E632m) and loans and receivables from AIB under repurchase agreements (£168m) and accrued fees (£2m). The non-
interest bearing component of the loans and receivables balance consists of the unamortised fair value discount on loans
transferred to the Limited Partnership (£136m).

13. Ultimate controlling party

The Limited Partnership is controlled by the General Partner. The parent company of the General Partner is AIB, a company
registered in the Republic of Ireland.

The financial statements of the Limited Parinership are consolidated in the financial statements of AIB. AIB Group plc is
the largest undertaking of which the General Partner is a member and for which group financial statements are prepared.
The financial statements of AIB and AIB Group plc. are available from its registered address at Bankcentre, Ballsbridge,
Dublin 4. Alternatively, information can be viewed by accessing AlB’s website at www.aibgroup.com

14. Explanation of transition to FRS 102

This is the first year that the company has presented its financial statements under Financial Reporting Standard 102 (FRS
102) issued by the Financial Reporting Council. The decision to apply FRS102 was taken after considering the nature of
the business, the user of the information, and the level of disclosure required under IFRS 9 relative to an entity of this size.
It was determined that the continued reporting under IAS 39 was appropriate.

The last financial statements under IFRS were for the year ended 31 December 2017 and the date of transition to FRS
102 was 1 January 2018. As a consequence of adopting FRS 102, no transition adjustments have arisen and there has
been no change in accounting policies, and no impact on the financial statements. Therefore there were no adjustments
to Partners’ interests or to the statement of comprehensive income. There is no requirement for a third statement of financial
position to be prepared as there were no differences.

15. Events after the reporting period

The 31 December 2017 triennial valuation was completed in May 2019. The Trustee of the UK Scheme has determined
the valuation of the Scheme deficit to be £231m at 31 December 2017. As a result, the regular income due to AIB Pensions
UK Limited has been reduced from £19m per annum to £15m per annum, up to 31 December 2032.

There have been no other significant events since the reporting date.
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