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i .. . . NORTHERN
Northern Trust Glpbal Services Limited ' @, TRUST

Strategic report ‘
For the year ended 31 December 2016

N

In accordance with Section 414A (1) of the Companies Act 2006, we have prepared the Strategic report which includes a review of
Northern Trust Global Services Limited's ("the Company") business and future developments, and a description of the principal risks and
uncertainties facing the Company and key performance indicators.

Business review

The Company's core activities are the provision of custody and depositary services, fund administration and related services. The
- Company has branches in Luxembourg, the Netherlands and Sweden, and has a representative office in Abu Dhabi. In the first quarter of
2017, the Abu Dhabi office converted to a branch in response to regulatory change in the region.

The Company’s client base consists of asset owners and managers across Europe, Middle East and Africa (EMEA).

Financial key performance indicators

The Company's key financial and other performance indicators during the year were as follows:

2016 2015 Change * Change
€000 €000 ©. €000 %
Turnover ) 98,337 84,026 14,31_1 17
Administrative expenses " 66,543 59,174 7,'369 12
Profit before tax ) 39,549 . 29,933 9,616 32

Net assets A 233,041 202,015 31,026 15

. The Company's’ key performance indicators include Assets Under Custody ("AUC") and Assets Under Administration ("AUA"), both of
which recorded sngnlfcant growth in 2016. .

. Client Assets Under Custody ("AUC") have grown to €495.5 billion in 2016 (2015: €465.6 billion)
. Assets Under Administration ("AUA") have grown to €128.8 billion in 2016 (2015: €119 billion)

Net interest income rose by €3.1m in 2016, largely due to a rise in US Dollar base rates during the year and an increase in Investment- ’
securities. Increased euro deposits by group banks led to increased interest receivable and increased euro loans and advances to other
banks led to increased interest payable, though the net impact was not significant.

Fees and commissions income increased by €16.3m in 2016, primarily driven by two income streams: (i) Custody and depositary
increased €9.4m, due to the full year impact of several new clients taken on in the fourth quarter of 2015; and (ii) Fund administration -
increased €4.2m, due to increased revenue from the transfer agency product offerlng Fees from the Securities Lending and Outsourcing
services also saw increases in 2016.

Total administrative expenses increased by €7.4m year on year. The majority of 2016 administration expenses relate to the Company's
participation in Northern Trust's intra-group transfer pricing mechanism.

Average employee numbers decreased to 43, from 44 in 2015. All other staff involved in the Company's operations are employees of other
Northern Trust entities.

Expense reductions arose from a decrease in the number of expatriates and a reduction in fees following the termination of the Company's
liquidity facility with another group entity. These cost reductions were partly offset by an increase in consultancy costs of €0.3m for advice
on depositary services.

Placements with the Banque Centrale de Luxembourg led to a €1.6bn increase in Total Assets, funded by Euro deposits from The
Northern Trust Company ("TNTC") London branch. Net assets increased by €31.0m on prior year, reflecting the increase in reserves
from the net profit achieved during 2016. ' .

The Company reported a pre-tax profit of €39.5m (2015: €29.9m) for the year ended 31 December 2016.
Principal risks and uncertainties

The principal risks and uncertainties continue to come from both business growth and the complex regulatory environment including the
European Union's Markets in Financial Instruments Directive or "MiFID 11". In addition to regulatory risks the political and economic
uncertainties of Britain exiting the European Union are being monitored, with the UK government triggering Article 50 of the Lisbon Treaty
on 29 March 2017. Operational risk is managed to balance the avmdance of financial losses and damage to the Company's reputation, in
line with the Company s risk appetite.

Page 2



Northern Trust Global Services Limited . ' ‘ @ #gl‘.g": ERN

Strategic report
For the year ended 31 December 2016

Strategy

The Compénys strategy remains’ one of business expansion into new products, clients and markets through application of the gro‘up‘s
guiding principles of service, expertise and integrity.

The Company aims to be a leading prov:der of investment servrcmg solutions to sophlsncated global clients, to deliver innovative, high .
quality front, middle and back office solutions, combined with an outstanding client experience. It will drive strong financial performance
through superior risk management, optimal productivity and engaged employees. To achieve this the Company has identified four core
pillars on which it will continue to build: Client Engagement, Product Development, Information Technology and Business Optimisation.

Business and future developments . ' <

On 19 February 2017 the Company’s ultimate parent company, the Northern Trust Corporation, announced that it had entered into an
agreement to acquire UBS Asset Management's fund administration servicing units in Luxembourg and Switzerland. The acquisition will
enable Northern Trust to expand its presence in Luxembourg, where the Company currently operates a branch providing custody and
depositary services, and gain Iocal fund administration capabilities in SW|tzerIand becoming a leading administrator by assets in the
market.

The decision by citizens of the United Kingdom (UK) to leave the European Union (EU) continues to create uncertainty. What
remains certain however, is Northern Trust’s commitment to the UK and to Europe. We have considered the potential impact of a UK exit
(or "Brexit") from the EU, and have undertaken contlngency planning for various scenarios which are likely to affect the Company as a
consequence of passportlng changes. :

The Company will continue to evolve its regulatory programme to meet upcoming EU regulatory change and develop solutions to help
clients meet and benefit from a shifting regulatory Iandscape

This report was approved by the board on 20 April 2017 and signed on its behalf.

Mr J. Davie
Director

Date: 24 April 2017
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Directors' report
For the year ended 31 December 2016

The Directors present their report and the financial statements for the year ended 31 December 2016.
Results and dividends .

The profit for the year, after taxation, amounted to €31,026 thousan.d (2015: €23,348 thousand).
Dividends paid in the year amount to €Nil (2015: é2,000,000)

Principal activity ) -

The principal activities of the Company are-the provision of depositary and custody services, fund administration services, and other forms
of financial services including lending, securities lending and holding money as banker. The Company has branches in Luxembourg, the
Netherlands and Sweden and a representative office in Abu Dhabi. In the first quarter of 2017, the Abu Dhabi office converted to a branch
in response to a regulatory change in the region.

Assets under custody

In the normal course of business, the Company holds assets in a fiduciary or agency capacity for-its clients. In accordance with Financial
Reporting Standard 101 'Reduced Disclosure Framework' ("FRS101"), the assets are not those of the Company and are not included in its
balance sheet.. ;

Financial risk management.

The Company's activities involve the analysis, evaluation, acceptance and management of some degree of risk or combination of risks.
Taking risk is core to the business, and operational risks are an inevitable consequence of this. The Company aims to achieve an
appropriate balance between risk and return and to minimise potential adverse effects on the Company’s financial performance.

Risk managcment overgight is maintained through the Asset and Liability Committee ("ALCO") and the Credit Risk, Business Risk and
Senior Credit and Capital Market Credit Committees of the ultimate parent company. Risk is assessed and managed by these committees
under the Asset and Liability Management and Risk Management Policies approved by the Northern Trust Corporation's Board- of
Directors. The Board provides written principles for overall risk management, as well as written policies covering specific areas, such as
interest rate risk, liquidity risk, foreign exchange risk, operational risk and credit risk. The Internal Audit function of the Northern Trust
Corporation is responsible for the independent review of both risk management and the control environment of the Company. The
Company also operates both an Audit Committee and a Risk Committee, supported by its non-executive directors.

Employee Involvement

The Company actively encourages employee involvement and encourages free communication between employees and their managers to

ensure that questions and concerns arising during the course of employment can be aired and where possible, resolved quickly to the

satisfaction of all. Communications are frequently sent out to all staff regarding changes and employees are encouraged to come forward

with any issues or concerns they may have. The Company is committed to an honest and open culture having an established

whistleblowing policy. The average Full Time Equivalent (FTE) during the year was 43 (2015: 44). This comprised: Abu Dhabi 4 (2015: 4),
- NTGS Lux 16 (2015: 19), Sweden 6 (2015: 5) and Netherlands 17 (2015:16).

Pillar 3 disclosures

As an FCA and PRA reguléted firm the Company is required to publish a set of Pillar 3 disclosures on an annual basis. These disclosures
aim to make firms more transparent by requiring them to publish prescribed details of their risks, capital and risk management. The .
Company's most recent set of disclosures are published on the Northern Trust Corporation website and may be found at the following
address:

http://www.nonherntrust.com/about-us/investor-relations/ﬁnanc‘ial-information/sec-regulatory-ﬁlings
Financial resources and going concern

The Company's business activities are set out in the Principal Activity section above. Other factors likely to affect its future development
and position,” are outlined within the Strategic Report. The Company has made a profit for 2016 and is projected to continue to generate
positive cash flows in the medium term. The Company participates in the group’s centralised treasury arrangements and so shares banking
arrangements with its parent and fellow subsidiaries. Consideration has been given to the financial position of the Company's ultimate
parent, Northern Trust Corporation, as reported within the Northern Trust Global Services Limited (“NTGSL") Board's financial updates. The
annual ICAAP presented to the Directors has also aided the formation of their opinion and the Company has the ablllty to continue with its
current banking arrangements

On the basis of their assessment of the Company’s financial position and assurance from the Northern Trust Corporation that it will
continue at all times to provide the Company with sufficient liquidity and funding to remain a going concern, the Company's Directors have
a reasonable expectation that the Company will be. able to continue in operational existence for the foreseeable futuré. The Company will
continue to assess the uncertainties around the United Kingdom (UK) leaving the EU otherwise known as "Brexit". The Directors continue -
to adopt the going concern basis of accounting in preparing the annual financial statements.
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Northern Trust Global Services Limited . . @ TORIHERN -

Directors’ report (continued)
For the year ended 31 December 2016

‘Disclosure of Information to auditors
Each of the persons who are Directors at the time this Directors' report is approved has confirmed that:

. . so far as each Director is aware, there is no relevant audit information of which the Company's auditors are unaware, and
. each Director has taken all the steps that ought to have been taken as a Director in order to be aware of any relevant audit
information and to establish that the Company's auditors are aware of that information.

Post balance sheet events
Since the year end, the following significant events have affected the company:
. In the first quarter of 2017, the Abu Dhabi office changed to a branch in response to a regulatory change in the region.

.. On 19 February 2017 the Company's ultimate parent company, the Northern Trust Corporation announced that it had entered into
an agreement to acquire UBS Asset Management's fund administration servicing units in Luxembourg and Switzerland. The
acquisition will enable Northern Trust to expand its presence in Luxembourg, where the Company currently operates a branch
providing custody and depositary services, and gain local fund administration capabllmes in Switzerland, becoming a leading
administrator by assets in.the market.

. The declsmn by citizens of the United Kingdom (UK) to leave the European Union (EU) contmues to create uncertamty What
remains certain however, is Northern Trust's commitment to the UK and to Europe. The UK government triggered Article 50 of the
Lisbon Treaty on 29 March 2017. We have considered the potential impact of a UK exit (or "Brexit") from the EU, and have
undertaken contingency planning for various scenarios which are likely to affect the Company as a consequence of passporting
changes. The Company will continue to evolve its regulatory programme to meet upcoming EU regulatory change, and develop
solutions to help clients meet and benefit from a shifting regulatory landscape.

Directors
The Directors who served during the year were:

Ms C. Aitchison .
Ms P. Biggs
Mr J. Davie
Mr. T. Glaysher
© MrW. Leech
Mr D. Marlborough
Mr J. Misselbrook
Mr J. Rowland (appointed 4 August 2016)
Mr D. Wicks  (appointed 18 August 2016)

Political contributions

" The Company made no political donations and incurred no political expenditure during the year (2015: Nil).

Auditors

During the year the Audit Committee of the Company instigated an audit tender process, inviting four audit firms to pitch for the audit of
the Company's financial statements. The outcome of the process was that KPMG was chosen to be retained as the group’s auditor.

Pursuant to an elective resolution passed by the sole shareholder of the Company, the Company has elected pursuant to section 487 of the
Companies Act 2006 to dispense with the annual obligation to appoint KPMG LLP as auditors of the Company.

This report was approved by the board on 20 April 2017 and signed on its behalf by:

Mr J. Davie
Director

Date: 24 April 2017
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Northern Trusf Global Services Limited ' @ 'T‘Sl'f;?“"

Directors’ responsibiliiies statement
" For the year ended 31 December 2016

The Directors are responsible for preparing the Strategic report, the Directors' report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law they have elected to prepare
the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice),
including FRS 101 Reduced Disclosure. .

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 in that period. In preparing these fi nanaal statements, the
Directors are required to:

e, . , select sﬁ_ﬁeble accounting policies and then apply them consistently;

. : 'rﬁake judgments"and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been ‘followed, subject to any material departures disclosed and
explamed in the financial stalements and

. prepare the ﬁnancnal statements on the going concern basis unless it is inappropriate to presume that the Company will continue

in business.
The Directors are responsible for keeping adequate accouhting 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 have general responsibility for taking such steps as are reasonably open to them
to safeguard the assets of the company and to prevent and detect fraud and other irregularities.

. . . Page 6



Independent Auditors’ Report to the Shareholders. of Northern Trust Global Services Limited

We have audited the financial statements of Northern Trust Global Services Limited for the year ended 31 December 2016, set out on
pages 9 to 45. The financial reporting framework that has been applied in their preparation is applicable law and UK Accounting
- Standards (UK Generally Accepted Accounting Practice), including FRS 101 ‘Reduced Disclosure Framework’.

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

Respective responsibilities of directors and auditors

As explained more fully in the Directors' responsibilities statement set out on page 8, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an opinion on-
the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those. standards
require us to comply with the Auditing Practicing Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements‘

A description of the scope of an audit of financial statements is “provided on the Financial Reporting Council's websﬂe at
www.fre.org. uklaud|tscopeukpr|vate .

Opinion on financial statements

In our opinion the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 December 2016 and of its profit for the year then ended;
. have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

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

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, the information given in the Strateglc report and the Directors' report for the financial year is consistent with the financial
statements. .

Based solely on the work required to be undertaken in the course of the financial statements and from readmg the Strateglc report and
the Director's report:

. we have not identified material misstatements in those reports; and

. in our opinion, those reports have been prepared in accordance with the Companies Act 2006

Page 7



Independent Auditors' Report to the Shareholders of Northern Trust Global Services Limited (continued)
Matters on which we are ‘required. to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you 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 ihe information and explanations we require for our audit.

Hle Peck

Michael Peck (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants .

15 Canada Square

London

E14 5GL

24 April 2017
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Total comprehensive income for the year

Y

Northern Trust Global Services Limited @ ey ERN
Profit and loss account
For the year ended 31 December 2016
. 2016 2015
Note €000 €000
Interest receivable 2 21,388 12,910
Interest payable 3 (13,757) (8,376)
Net interest income 7,631 4,534
Fees and commissions income 4 110,263 . 93,991
Fees and commissions expense .5 (11,926) (9,965)
‘Other operating income 6 124 - 547
Administrative expenses 7 (66,543) (59,174)
Operatirig profit 39,549 29,933
Tgx expense on ordinary activities 12 (8,523) (6,585)
Profit for the financial year 31,02é 23,348
The notes on pages 12 to 45 form part of these financial statements.
All income and expenses arise from continuing activities.
Statement of other comprehensive income
For the year ended 31 December 2016
2016 2015
€000 €000
Profit for the financial year 31,026 23,348
31,026 23,348
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Northern Trust Global Services Limited , - - @ TRUST

Balance sheet :
As at 31 December 2016 ' .

2016 2015
) Note ' €000 €000
Assets
Cash and Cash equivalents ’ _ : 18 © . 340,431 . 534,380
Loans and advances to group banks 19 1,070,346 1,398,413
Loans and advances to other banks 3,097,513 1,185,260
Loans and advances to customers o ’ 20 20,747 24,714
Investment securities . 21 397,024 170,811
Prepayments and accrued income ) 22 22,516 19,332
Tangible fixed assets ’ . ' 16 . ) 832 999
Intangible fixed assets ) . 15 . 8 8
Other assets . . .23 27,741 20,806
Total assets 4,977,158 3,354,723
Liabilities
Deposits by group banks ) 1,905,350 29,448
Bank overdrafts - . . . 4712 1,868
Deposits by customers . ' . ' 2,731,630 2,985,545
Accruals and deferred income . ' 24 3,313 2,499
Provisions - ' . 25 . 139 ‘ 82
Other liabilities . 26 98,973 133,266
Total liabilities : ' 4,744,1 17 3,152,708
- Equity .
Called up share,capital 29 142,292 142,292
Retained Earnings ) ’ : 28 90,749 59,723
Total Equity - ' ‘ ’ 233,041 202,015
Total liabilities and equity o . 4,977,158 3,354,723

The financial statements-were approved and authorised for issue by the board on 20 April 2017 and were signed on its behalf on 24 April
2017. a B .

Mr J. Davie
Director

Company number 04795756

The notes on pages 12 to 45 form part of these financial statements.

, : ‘ - Page 10



At 31 December 2015

Northern Trust Global Services Limited @, b
Statement of changes in equity
For the year ended 31 December 2016
Retained
Share capital earnings Total equity
€000 €000 €000
At 1 January 2016 142,292 59,723 202,015
Comprehensive income for the year
Profit for the year - 31,026 31,026
Other comprehensive income for the year - - -
Total comprehensive income for the year - 31,026 31,026
Total contributions by and distributions to owners - - -
At 31 December 2016 142,292 90,749 233,041
The authorised number of shares is 400,000,000, of which 142,292,483 is issued and fully paid.
Statement of changes in equity
For the year ended 31 December 2015
Retained
Share capital earnings Total equity
€000 €000 €000
At 1 January 2015 142,292 38,375 . 180,667 '
Comprehensive income for the year )
Profit for the year - 23,348 23,348
" Other comprehensive income for the year - - -
Total comprehensive income for the year - 23,348 23,348
Contributions by and distributions to owners
Dividends: Equity capital ' - {2,000) (2,000)
Total contributions by and distributions to owners - (2,0005 (2,000)
142,292 59,723

202,015

The authorised number of shares is 400, 000,000, of which 142,292,483 is issued and fully paid.

The notés on pages 12 to 45 form pért of these financial statements.
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Notes to the financial statements
For the year ended 31 December 2016 : . v

1. Accounting policies

141

1.2

1.3

Basis of preparation of Financial statements

Northern Trust Global Services Limited is a company incorporated and domiciled in the United Kingdom.

The company meets the requirements as a financial institution to apply Financial Reporting Standard 101 'Reduced
Disclosure Framework' ("FRS101"). The financial statements have been prepared in accordance with Flnanmal Reporting
Standard 101 'Reduced Disclosure Framework' ("FRS101") and the Companies Act 2006.

The preparétion of financial statements in compliance with FRS 101 requires the use of certain critical accounting estimates.
It also requires management to exercise judgement in applying the Company's accounting policies (see Note 36).

The following principal accounting policies have been applied consistently to all periods presented in the financial
statements:

Financial reporting standard 101 - reduced disclosure exemptiohs
The company has takén advantage of the followihg disclosure exe:mptions under FRS 101:

. the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment
. the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present comparative information
: in respect of;

- paragraph 79(a)(iv) of IAS 1;

- paragraph 73(e) of IAS 16 Property, Plant and Equipment;

- paragraph 118(e) of IAS 38 Intangible Assets; and

. the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and 134-136 of IAS
1 Presentation of Financial Statements

. the requirements of IAS 7 Statement of Cash Flows

. the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accountlng Esnmates and
Errors

. the requirements of paragraph 17 of IAS 24 Related Party Disclosures :

. the requirements in 1AS 24 Related Party Disclosures to disclose related party transactions entered into between

two or more members of a group, provided that any subsidiary which is a party to the transactlon is wholly owned by
such a member
. the requirements of paragraphs 134(d)-134(f) and 135(c)-135(e) of 1AS 36 Impairment of Asséts.

As a financial institution, the Company is not exempt from IFRS 7 and IFRS 13 fair value measurement.

Measurement convention

The financial statements are prepared on a historical cost basis except that the following assets and liabilities are stated at
their fair vaiue: derivative financial instruments, financial instruments classified as fair value through the profit or loss or as
available-for-sale, and liabilities for cash-settled share-based payments.

Page 12



Northern Trust Global Services Limited ' o @ RSy

Notes to the financial statements
For the year ended 31 December 2016
AN

1.~ Accounting policies (continued)

1.4

1.5

1.6

1.7

1.8

_account as an integral part of the.total lease expense over the term of the lease.

Foreign currency translation ' ' N

Functional and presentation currency

The Company's functional and presentational curreﬁcy is Euros.

Transactions and balances

.

Foreign currency transactions are translated into the functional currency using the spot exchange rates at the dates of the
transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items measured at

‘historical cost are translated using the exchange rate at the date of the transaction and non-monetary items measured at fair

value are measured using the exchange rate when fair value was determined.

Foreign currency differences arising on translation are generally recognised in the Profit and Loss account.

Going concern

On the basis of their assessment of the Company’s financial position and assurance of liquidity support from the Northern
Trust Corporation, the Company’s Directors have a reasonable expectation that the Company will be able to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis of.accounting in

preparing the annual financial statements.

Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognised in ‘Interest receivable’ and ‘Interest
payable’ in the Profit and Loss Account using the effective interest rates of the financial assets or financial liabilities to which
they relate. ‘ ' .

The effective interest rate is the rate that discounts estimated future cash rebeipts or payments earned or paid on a financial
asset or liability through its expected life or where appropriate, a shorter period, to the net carrying amount of the financial

-asset or financial liability. The effective interest rate includes all estimated cash flows considering the contractual terms of

the financial instrument, but excludes the risk of future credit losses. N

Interest resulting from negative effective interest rates on a financial asset does not meet the definition of interest income
because it reflects a gross outflow, instead of a gross inflow, of economic benefits. The expense arising on a financial asset
because of a negative effective interest rate is presented as interest expense. The opposite presentation is applied to the
income arising on financial liabilities.

Fee income and expense

Fee income is derived and payable on services relating to customer activities. Fee income and expenses are recogniséd as
follows: ’ : . .

. income earned and expenses incurred on the execution of a significant-act are recognised in the profit and loss
account when the act is completed; :

. income earned and expenses incurred for the provision of services over a period of time are recognised in the profit
and loss account as the services are provided.

Expenses: operating lease payments

Payfnents (excluding costs for services and insurance) made under operating leases are recognised in the profit and loss
account on a straight-line basis over the term of the lease. Lease incentives received are recognised in the profit and loss
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Notes to the financial statements
For the year ended 31 December 2016

1. "Accounting policies (continued)

1.9

1.10

Compensation
Defined contribution pension plan

The Company operates a defined ‘contribution plan for its employees. A defined contribution plan is a pension plan under
which the Company pays fixed contributions into a separate entity. Once the contributions have been paid the Company has
no further payments obligations. . ‘

The contributions are recognised as an expense in the Profit and loss account when they fall due. Amounts not paid are
shown in accruals as a liability in the Balance sheet. The assets of the plan are held separately from the Company in
independently administered funds.

Short term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is
provided. A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if
the Company has a present legal or constructive ‘obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

Termination benefits -

Termination benefits are recognised as an expense when the company is demonstrably committed, without realistic
possibility’ of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date, or to
provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits for
voluntary redundancies are recognised. as an expense if the company has made an offer of voluntary redundancy, it is
probable that the offer will be accepted, and the number of acceptances can be estimated rellably. If benefits are payable
more than 12 months after the reporting date, then they are discounted to their present value.

Share-based payment transactions

Where the Company grants rights to its parent's equity instruments to employees of its own subsidiaries, the Company
accounts for these share-based payments as cash-settled. The fair value is initially measured at grant date and spread over
the period during which the employees become unconditionally entitled to payment. The fair value is measured based on an
option pricing model taking into account the terms and conditions upon which the instruments were granted. The liability is
revalued at each balance sheet date and settlement date with any changes to fair value being recognised in the profit and
loss account. Fair value is measured by use of the Black Scholes pricing model. The expected life used in the model has
been adjusted, based on management's best estimate, for the effects of non-transferability, exercise restnctuons and
behavioural considerations.

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required to
settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
risks specific to the liability.

.

Taxation

Tax is recognised in the Profit.and loss account, except that a charge attributable to an item of income and expense
recognised as other comprehensive income or to -an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the balance sheet date in the countries where the Company operates and generates income.
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Notes to the financial statements
For the year ended 31 December 2016

1. Accounting policies (continued)
1.12 lntangible assets -

Intangible assets are initially recognised at cost After recognition, under the cost model, |ntang|ble assets are measured at
‘ cost less any accumulated amortisation and any accumulated impairment losses.

The estimated useful lives range as follows:
Computer Software - 7years
1.13 Tangible fixed assets . ' ' ) .

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and any accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to bringing the asset to the location and
condition-necessary for it to be capable of operatmg in the manner intended by management

The Company adds to the carrying amount of an item of ﬁxed assets the cost of replacing part of such an item when that
cost is incurred, if the replacement part is expected to provide'incremental future benefits to the Company. The carrying
amount of the replaced part is derecognised. Repanrs and maintenance are charged to profit or loss during the period in
which they are incurred. .

Depreciation is charged so as to allocate the cost of assets less their residual value over their estlmated useful lives, using
the straight-line method.

The estimated useful lives range as follows:

Leasehold improvements - 15 years, or lease term if shorter
Plant and machinery . - 7 years

Office equipment ) . - Syears

Computer equipment - 3-5years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if appropriate,
or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised in
the 'other operating income' line in the statement of comprehensive income.. :

1;14 Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securitiés, trade and.other debtors, cash and
cash equivalents, loans and borrowings, and trade and other creditors.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call de‘posits.

The clients purchase and sale of securities is accounted for on a settlement basis. '

Loan and advances

Loans and advances to banks and customers include loans and advances and repurchase agreements originated by the
Company which are not intended to be sold in the short term and have not been classified as held for trading or designated
at fair value. Loans and advances are -recognised when cash is advanced to borrowers and are derecognised when either

\borrowers repay their obligations, or the loans are written off. They are initially recorded at fair value and are subsequently
measured at amortised cost using the effective interest rate method after receipt-of any proceeds.
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Northern Trust Global Services Limited . ' : @ TRUST

Notes to the financial statements

For the year ended 31 December 2016

1.

Accounting policies (continued)

cost (i.e., the acquisition cost net of principal repayments and amortisation) and the current fair value of the instrument, less
any impairment loss on that debt instrument previously recognised in profit or loss.

. ° {
Impairment of loans and advances .

Losses for impaired loans are recognised promptly when there is objective evidence that impairment of a loan or portfolio of
loans have occurred. Impairment allowances are calculated on individual loans. Impairment losses are recorded as charges

to the profit and loss statement. The carrying amount of impaired loans on the balance sheet is reduced through the use of

1.16

1.17

the impairment allowance accounts. Losses which may arise from future events are not recognised.
Write-off of loans and advances

Loans (and the related impairment allowance accounts) are normally wntten off, either partially or in full, when there is no
realistic prospect of recovery. Where loans are secured, this is generally after receipt of any proceeds from the sale of
collateral. . .

Reversa!s of impairment on loans and advances

If the amount of an impairment loss decreases in a subsequent period, and the decrease can be related objectively to an
event occurring after the impairment was recognised, the excess is written back by reducing the loan impairment allowance
account accordingly. The write-back is recognised in the income statement.’

’

Non-financial assets

The carrying amounts of the Company’s -non-financial assets, other than deferred tax assets, are reviewed at each reporting
date to determine whether there is any indication of.impairment. If any such indication exists, then the asset’s recoverable
amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to
sell. In assessing value in use, the estimated future’ cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. For the purpose
of impairment testing, assets that cannot be tested individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of
assets (the “cash-generating unit”).

In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the

- estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s

carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation,
if no impairment loss had been recognised. o

Comparatives

To the extent necessary the prior period presentation has been adjusted to be comparable with the current year amounts.

Dividends

Equity dividends are recognised when they become legally payable (when approved by the shareholders at an annual
general meetmg)
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Northern Trust Global Services Limited @/ #ROE;;‘ERN

Notes to the financial statements
For the year ended 31 December 2016

2016 2015.

2, Interest receivable and similar income ’ €000 ’ €000
Loans and advances to°group banks : C 7,134 2,966
~Deposits by group banks ) . 3,133 : 216

Loans and advances to other banks ’ B . 4,019 6,073
Deposits by customers 4,846 2,128

Loans and advances to customers : 913 750
Investment securities . : 1,343 777

21,388 12,910

In line with accounting policy 1.6 and IFRS guidance, negative interest expense is reclassified as interest income.

3. Interest payable andAsimiIar charges

2016 2015

€000 €000

Deposits by customers h 4 : 2,839 3,413
Deposits by group banks . . o -3,644 3,136

Loans and advances to group banks . . 2,392 G644

Loans and advances to other banks : . 4,507 813

Other . . : - 375 370

13,757 8,376

In line with accounting policy 1.6 and IFRS guidance, negative interest income is reclassified as interest expense.

4. Fees and commission income
‘ 2016 2015
€000 €000
Custody and depositary 62,391 53,014
Outsourcing fees ) 2,688 1,541
Security lending : 6,157 4,662
Banking fees - ' 68 15
Fund administration . 38,959 34,759
110,263 93,991
. 2016 2015
5. Fees and commission expense €000 €000
Sub-custodian expense 11,926 9,965
11,926 ‘9,965
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Northern Trust Global Services Limited _ . ‘ @ ¥23;¥ ERN

Notes to the financial statements
For the year ended 31 December 2016

6. Other operating income
2016 2015
€000 . €000
Foreign exchange difference - gain ' 0 124 547
124 - 547
7. Administrative expenses

With the exception of the staff disclosed below, all other staff involved in the Company's operations are employees of other - .
Northern Trust entities. These entities are remunerated for those staff and other expenses through the. global transfer pricing
methodology. Administrative expenses include the net amounts transferred to the Northern Trust Group in respect of transfer
pricing, see Note 11. The NTGSL Luxembourg branch settles its own audit fees which are included in administrative expenses.

2016 2015

€000 €000
Staff Costs (Note 9) ' 4 8049 ' 8186
Operating lease rentals ) ’ : 239 187
Depreciation ' ' o 289 130
Transfer Pricing (Note 11) V ) . ) 53,408 45,403
‘Other . ’ - 4,558 " 5268

66,543 50,174

8. " Auditors' remuneration

The NTGSL Luxembourg branch and a fellow group undertaking, Northern Trust Management Services Limited, paid the following
amounts to its auditors in respect of the audit of the financial statements and for other services provided to the Company:

(3

2016 2015

€000 €000

Statutory audit ) ©o234 217
Audit related services ) C R 299 210
Regulatory advisory services ° . ] : - 67
533 494
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Northern Trust Global Services Limited _ _ i @ TRUST

Notes to the financial statements
For the year ended 31 December 2016

9, Staff numbers and costs

Apart from the staff disclosed below, all other staff involved in the Company's operations are employees of other Northern Trust.

entities.

. .2016 2015
! ) €000 * €000
Wages and salaries . : 6,723 7,086
Social security costs . - M 601
Share based payments (Note 27) 181 164
Staff pension costs (Note 27) 534 335
8,049 8,186

The average monthly number of persons employed by the Company during the year was as follows:
2016 . 2015
- No. ) No.
Average number of Employees : 43 - 44

10.  Directors' remuneration

2016 2015
€000 ’ €000
Directors' emoluments: 828 669
Amounts receivable under long-term incentive schemes : 593 492
Company contributions to defined contribution pension schemes o ' 6 11

1,427 1,172
. [ ——

The aggregate of emoluments and amounts receivable under long term incentive schemes of the highest paid director was
€560,507 (2015: €456,402), and company pension contributions of €2,063 (2015: €Nil) were made to a money purchase
scheme on his behalf. During the year, the highest paid director exercised share options and received shares under a long
term incentive scheme.

The number of directors to whom retirement benefits are accruing under money purchase schemes was 4 (2015: 3).

The number of directors in respect of whose services shares were received or receivable under long term incentive schemes was
6 (2015: 5). .

Directors' emoluments are allocated by the ‘apportionment of time incurred by Directors for services to t"he company. All Directors'
emoluments have been borne by a fellow group undertaking except for Non Executive Directors' remuneration of €150,931 (2015:
€125,119).
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Notes to the financial statements
For the year ended 31 December 2016

11.

Transfer pricing

Transfer, pricing generally refers to the determination of compensation for transactions conducted between commonly controlled
legal entities. The determination of an appropriate level of compensation is relevant for all transactions between affiliates for the
provision of services, the utilisation of intellectual property and / or intercompany financing. This determination is made using an
“arm’s-length” standard that tests what would have occurred in comparable circumstantes between comparable, unrelated entities.

The Northern Trust Corporation group ("the Group") global transfer pricing methodology uses a residual profit split approach that
allocates profit by providing appropriate recognition of each entity’s contribution, revenues and expenses, its function in the Group,
and its assets and risk profile. The framework also accounts for the fact that each Group service line may engage multiple
affiliates to perform functions of varying complexity and value.

The residual profit split methodology framework starts with Group global revenue which is first used to reimburse most direct costs

of affiliates with a routine margin. The remaining profit is then split into product related profit pools which are in turn allocated to
affiliates, such as the Company, using product specific allocation keys. The allocation keys are reflective of the economics of the
Group's lines of business. The determination of the allocation keys begins with an evaluation of the metrics that represent
contributions made by the various entities with respect to each product line. Allocation keys will be reassessed periodically to
ensure that these continue to be representative.

2016 2015
€000 €000
Profit and Loss Account
Amounts transferred to global transfer pricing pool " ' (118,019} (99,064)
Re-imbursement of expenses, plus mark-up ' 25,468 24,285
Profit pool allocation ‘ 39,143 29,376

Transfer pricing allocation for the company (53,408) © (45,403)
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Northern Trust Global Services Limited @ #3{};;‘“"
Notes to the financial statements
For the year ended 31 December 2016
12, Taxation :
Corporation tax:
. 2016 -~ 2015
€000 © €000
UK: .
Current tax on profits for the year . . 6,403 4,604
Adjustments in respect of previous. periods ' - (3)
6,403 ' 4,691
Overseas:
Current tax on profits for the year 2,073 1,891
Interest on tax ' , o ()] -
Adjustment in respect of previous periods 48 3
Total tax charge on ordinary activ}ties. ) 8,523 6,585
6,585

Total current tax . 8,523

Factors affecting tax charge for the year

'

The tax assessed for the year is higher than the standard rate of corporation tax in the UK of 20% (2015: 20.25%).

The differences are explained below:

2016 2015
€000 €000
Profit on ordinary activities before tax 39,549 29,933
o ege . . ] .’ .
Profit on ordinary activities multiplied by standard rate of corporation tax in the UK of 20%
(2015: 20.25%) . . ’ : 7,910 6,061
Effects of: ’
Current tax on banking profits éxceeding banking surcharge threshold at 8% 57 . -
Permanent differences . 20 28
Timing differences ’ 14 13
Foreign profit not taxed in UK (1,597) (1,408)
Overseas tax suffered ) . 2,120 1,804
Adjustments in respect of previous years _ . . . - 3)
Interest on tax - . (1) -
Total tax charge for the year . 8,523 6,585
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Notes to the financial statements .
For the year ended 31 December 2016
13. Country by Country reporting
All of the information disclosed belbw is in respect of Northern Tfust Global Services Limited and its branches
Luxembourg Netherlands Sweden Abu Dhabi rep )
UK branch branch branch office Total
For the year ended
2016 °
Number of empléyees * - 16 17 6 4 43
Turnover (€'000)** 81,067 10,672 6,598 - - 98,337
Profit before tax
(€'000) 31,564 6,584 1,108 293 - 39,549
Public subsidies
-received (€'000) - - - - - -
.0
€000 .
Corporation tax . .
provision b/f - 1,231 318 (55) - 1,494
Accruals 6,397 1,715 336 75, - 8,523
Payments *** (6,397) (626) (483) (70) . (7,576)
Corporation tax c/f . 2,320 171 (50) . 2,441
Luxembourg Netherlands Sweden Abu Dhabirep .
UK branch " branch, branch office Total
For the year ended
2015
Number of employees * - 19 16 5 4 44
Turnover (€'000)** 66,455 10,517 7,054 - - 84,026
" Profit before tax ’ : :
(€'000) 22,977 . 4818 1,790 348 - 29,933
Public subsidies ’
received (€'000) - - - - - -
€000
Corporation tax
provision b/f - 461 80 (38) - 503
Accruals 4,691 1,410 414 70 - 6,585
Payments *** (4,691) (640) (176) (87)° - (5,594)
‘Corporation tax c/f - 1,231 318 (55) - 1,494

* All UK employees are employed by an associated company, Northern Trust Management Services Limited. The number
represents the average number of employges in the period

** Turnover represents fee and commission income less fees and commissions expense

*** UK tax is settled by The Northern Trust Company, London branch as the representative of the Group Payment Arrangement.

Nature of services:

The Company undertakes asset servicing in three locations: the UK (custody, fund administration, depositary and securities
lending), Luxembourg (custody and depositary) and the Netherlands (depositary). The Company holds client deposits as banker in
the UK and Luxembourg. The Sweden branch and the Abu Dhabi rep office undertake marketing and other client facing support

activities.
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Notes to the financial statements
For the year ended 31 December 2016 -
14, Dividends
2016 2015
€000 €000 ~
On Ordinary Shares e : - 2,000
- 2,000
The dividend paid per share was € Nil per share (2015: € 0.014) ’
"15.  Intangible assets
® Software
€000
Cost
At 1 January 2016 229
At 31 December 2016 229
Amortisation ‘
At 1 January 2016 221
At 31 December 2016 221
Net book value
" At 31 December 2016 8
At 31 December 2015 8
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Northern Trust Global Services Limited @ #33;;‘ ERN
Notes to the financial statements
For the year ended 31 December 2016 .
16. Tangible fixed assets
Long-térm )
leasehold Plant and Fixtures Office  Computer
property machinery and fittings equipment equipment Total
€000 €000 €000 €000 . €000 €000
Cost or valuation N
At 1 January 2016 1,078 - 13 25 164 1,280
~ Additions . 28 - - - 94 122
Transfers between classes - . (291) 26 " 265 - - -
At 31 December 2016 ) 815 26 278 , 25 258 ) 1,402
Depreciation )
At 1 January 2016 . ' 197 - - 6 10 68 281
Charge for the period on owned assets . - 202 5 35 > 42, 289
At 31 December 2016 399 5 41 15 110 570
Net book value
At 31 December 2016 ) . » 416 . 21 237 10 148 832
‘At 31 December 2015 ) 881 - 7 15 96 999

17. Fixed Asset investments

During 2016, the company bought 100% of the shares of two investments, NT Property Nominees 1A Limited and NT Property
Nominees 1B Limited for £1 each, (equivalent €1 each). The country of incorporation of both entities is the United ngdom and

their prmmpa! achwty is to act as nominee companies.

2016 2015

18. Cash and cash equivalents €000 €000
Bank current accounts : 340,431 534,380 .

340,431 534,380
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Notes to the financial statements
For the year ended 31 December 2016

19.

20.

21,

22,

23

Loans and advances to group banks

Repayable on demand
Repayable within 3 months

Loans and advances to customers

Répayable on demand

Investment securities

Held-to-maturity investments < 1 year
Held-to-maturity investments > 1 year

Prepayments and accrued income

Accrued interest - group banks

" Accrued interest - other banks

Accrued income
Prepayments

Other assets :

Due within one year

Trade debtors

Due from group undertakings
Derivatives

Other assets

2016 2015 .
“ €000 €000
587,167 666,108
483,179 . 732,305
1,070,346 1,398,413 -
2016 2015
€000 €000
20,747 24714
20,747 24,714
2016 2015
€000 €000

" 191,542 25,385 .
205,482 145,426
397,024 170,811
2016 2015
€000 €000
116 70
332 189
20,900 . 17,504
1,168 1,569
22,516 19,332
2016 2015
€000 €000
12,090 10,560
3,936 3,622
- 2,580

11,715 4,044 -
27,744 20,806
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Notes to the financial statements
For the year ended 31 December 2016

24, Accruals and deferred income ]
2016 2015
€000 "€000
Accrued interest - group banks o , 35 © 24
Accrued interest - other banks ‘ : . 57 -
Accrued interest - customers 257 . 226
Accruals . ) ) 2,964 ) 2,249
3,313 - © . 2,499
25, Provisions
' 2016
€000
. Balance as at 1 January 2016 ) ' ' . 82
Provisions made during the year ) : 54
Discount rate adjustment and computed interest ) ’ 1
Foreign exchange movement - 2
Balance as at 31 December 2016 139
" This relates to the dilapidation provision for leasehold improvements in the Abu Dhabi and Sweden offices. .
26.  Other liabilities
2016 2015
€000 . €000.
Provision for tax ' ' 2,441 1,494
Other liabilities . : 1,530 3,863
Due to group undertaking < 1 year 18,440 51,347
Loan from parent company > 1 year . . 76,562 76,562

98,973 133,266

At 31 December 2016 there is a loan from the parent company, Northern Trust Holdings Limited for €76.6 million (2015: €76.6
million). This loan is subordinated in all respects to the claims of other creditors and repayable either on liquidation of the
borrower or, if agreed with the lender, with express permission granted by the regulators (Prudential Regulatory Authority and
Financial Conduct Authority). The loan is perpetual, meaning it has no maturity date. Interest on this loan is expressed as a -
percentage per annum équal to the prevailing 12-month’ Euribor rate on 27 December in each year, or the next business‘gay,
plus 200 basis points or such other rate as may be agreed by the parties.
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For the year ended 31 December 2016

27.

28. .

29,

Employee benefits

The Company operates a defined contribution pension plan solely for the benefit of the employees.

The total expense relating to these plans in the current year was €533,072 (2015: €335,343)

Share based payments

The Company participates in The Northern Trust Corporation 2012 Stock Plan (the 2012 Plan) which is administered by the
Compensation and Benefits Committee of the Board of Directors of the Group. The 2012 Plan provides for the grant of non-
qualified stock options, incentive stock options, stock appreciation rights, stock awards, stock units and performance stock units:
Grants are outstanding under the 2012 Plan and The Amended and Restated Northern Trust Corporation 2002 Stock Plan, a
predecessor plan (2002 Plan).

Stock options consist of options to purchase common stock at prices not less than 100% of the fair market value thereof on the
date the options were granted. Options have a maximum ten-year life and generally vest and become exercisable in one to four
years after.the date of grant. In addition, all options may become exercisable upon a ‘change in contro!’ as defined in the 2012
Plan of the 2002 Plan. All options terminate at such time as determined by the Committee and as provided in the terms and
conditions of the respective option grants.

Cash and eqLiity settled awards granted during the year total 3264 units (2015: 2676 units). The market price at award date was
USD 58.25 (2015: USD 69.57 to USD 72.63). The options outstanding at the year end have an exercise price in the range of USD
43.65 to USD 71.23 and a weighted average contractual life of 3.32 years.

The weighted average share price at the date of exercise of share options exerc;sed during the year was USD 63.36 (2015: USD
51.71).

Reserves
Profit and loss account

Accumulated Profit is recognised in Retained Earnings.

Share capitat .
2016 2015
' €000 €000
Authorised ) )
400,000,000 Ordinary shares of €1 each 400,000 © 400,000
Allotted, called up and fully paid . )
142,292,483 Ordinary shares of €1 each ) . ) 142,292 142,292
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30. -Financial instruments

(a). Fair values of financial instruments

The table below analyses financial instruments, into a value hierarchy based on the inputs used to determine fair value.
. Level 1: quoted prices (unédjusted) in active markets for identical assets or liabilities

. Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or Itablllty either dlrectly
(i.e., as prices) or indirectly (i.e., derived from prices)

. Level 3: inputs for the assets or liability that are not based on observable market data (unobservable inputs).
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The fair values of all financial assets and financial liabilities by class together with their, carrying émounts shown in the balance sheet are as follows:

2016 . 2015
IAS 39 categories of financial . Carrying Carrying ! .
instruments N amount Fair value Level 1 Level 2 . Level 3 amount Fair value Level 1 Level 2. Level 3
Assets €000 . €000 €000 €000 €000 €000 €000 €000 €000 €000
Derivatives .
Forward exchange contracts - . - - - - : 2,580 2,580 - 2,580 -
Total FX Forward contract . - - - - - 2,580 2,580 ) - 2,580 -
Held to maturity financial assets . .
Held to maturity investments 397,024 396,576 396,576 - - 170,811 171,127 171,127 - -
Total held to maturity financial —
assets 397,024 396,576 396,576 - - .170,811 171,127 171,127 - . -
Loans and receivables * .
Other loan and debtors 4,556,778 4,556,778 - - 4,556,778 3,160,992 3,160,992 - - - 3,160,992
Total loans and receivables - 4,556,778 . 4,556,778 - - 4,556,778 3,160,992 3,160,992 - - 3,160,992
Total financial assets 4,953,802 4,953,354 396,576 - 4,566,778 3,334,383 3,334,699 171,127 2,580 * 3,160,992

* Loans and receivables are short term in nature thus the fair value equals the carrying amount.
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2016 | 2015
Carrying . . . Carrying .

. amount Fair value Level 1 Level 2 Level 3 amount Fair value Level 1 Level 2 Level 3
Liabilities © €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 -
Derivatives - ' -

Forward exchange contracts - - - s . - 2,580 2,580 - 2,580 -
Total FX Forward contract - - - - . .- 2,580 2,580 - 2,580 . -

Fi ial liabilities at

amortised cost . . - . ! .

Borrowings - : 4,641,692 4,641,692 - - 4,641,692 3,093,422 3,093,422 - . s 3,093422 -
Other financial liabilities measured at .

amortised cost : 102,425 102,425 . - - 102,425 56,706 56,706 - - 56,706
Total fi ial liabilities ed T . -

at amortised cost 4,744,117 - 4,744,117 - - 4,744,117 3,150,128 3,150,128 - . - 3,150,128.
Total financial liabilities 4,744 117 4,744,117 - - 4,744,117 3,152,708 ° 3,152,708 - 2,580 3,150,128
Total financial instruments 209,686 209,238 396,576 - {1 8;1,338) " 181,675 181,991 171,127 - ' 10,864

Page 31



Northern Trust Global Services Limited ) honguenw

Notes to the financial statements
For the year ended 31 December 2016

31.

(a)

The following table shows the valuation techniques used for Level 2 and Level 3 fair values, as well as the significant
unobservable inputs used for Level 3 items.

Financial instruments measured at fair value Valuation technique -
Forward exchange contracts : ' Fair value is estimated by discounting
: the difference between the contractual
forward price and the current forward
price for the residual maturity of the
contract using a risk-free interest rate
(based on government bonds)

Financial risk management
Introduction and overview

The Company's objective is to maintain a conservative attitude towards risk with a long term objective of stability. Credit,
operational (including compliance and fiduciary risks), strategic, liquidity risks and to a lesser extent market risks are key
components of the risk profile of the Company.

The Company’s Board is responsible for monitoring compliance with the Company’s risk management framework in relation to
risks faced by the Company. The Board's Audit Committee is assisted in these functions by Internal Audit. In addition, Internal
Audit undertakes both periodic and ad-hac reviews of risk management controls and procedures, the results of which are reported
to the Audit Committee.

This note presents information about the Company’s exposure to each of the above risks, the Company's objectfves, policies and -
processes for measuring and managing risk, and the Company’s management of capital.

Risk management framework

The Company utilises the framework of its ultimate parent, the Northern Trust Corporation ("NTC" or "Northern Trust"), which has a
global structure and process for risk management. Local risk management, by the Company's Board and local risk oversight
committees, use this global corporate risk structure. Policies are validated and approved locally and the local risk organisation is .
structured to provide the Company's Board with the necessary risk reporting and oversight to satisfy their responsubllltles The
Company's Board has executive members who report to the Board on their activities. .

Risk management is carried out by the following committees; Asset and Liability, Credit Risk, Fiduciary Risk, Operational Risk,
Compliance and Ethics Oversight and the Capital Committee. These committees provide risk appetite principles and detailed
policies which are reviewed regularly to reflect changes in market conditions, products and services offered. The committees and
Board, through training and management standards and procedures, aim to develop a disciplined and constructive control
environment, in which all employees understand their roles and obligations. . .

There is an Executive Management Committee (“EMC") which is responsible for the daily management of the Europe, Middle East
and Africa (EMEA) Entities’ businesses (including the Company) and -execution of the agreed strategies. The Company has
branches in the Netherlands, Sweden and Luxembourg, ‘and a répresentative office in Abu Dhabi. In the first quarter of 2017, the
Abu Dhabi office converted to a branch in response to a regulatory change in the region. The country heads for these offices report .
into the EMC. The EMC has appointed the EMEA Risk Committee (“ERC") to assist it in managing all relevant risks; all prudential
risk related activities, including regulatory submissions, are debated and challenged at the UK Prudential Committee (“UKPC"), a
sub-committee of ERC. Regular risk reporting is provided to the Risk Committee of the Board. .

The Company's activities expose it to a variety of financial risks and those activities involve the analysis, evaluation, acceptance
and management of some degree of risk or combination of risks. Taking risk is core to the financial business, and the operational
risks are an inevitable consequence of being in business. The Company aims to achieve an appropriate balance between risk and
return and to minimise potential adverse effects on the-Company's financial performance.
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(b)

Credit risk

Credit risk is the risk of loss from the failure of a borrower (e.g. a client or a counterparty) to perform an obligation. For the -
Company, whose core activity is the provision of global custody and related securities lending services to pension funds,
foundations, endowments, regulated collective investment schemes and similar low risk clients principally resident in the EU, the
primary source of credit risk derives from:

y “
. balances placed on short-term deposit in the interbank market with banks (including central banks) or carried on account
with nostro and sub-custodian deposit taking institutions (as a result of accepting deposits from global custody clients
arising out of the settlement of their securities and financial transactions); and

. the placement of funds with The Northern Trust Company on a fully collateralised basis

. providing credit facilities to custody clients via incidental overdrafts or contractual settlement, as determined by case by .
case basis in support of global custody settlement activity :

. - purchase of high quality investment securities

. limited provision of formal client facilities (either committed or uncommltted)

In addition, the Company acts as securities lending agent for clients and can provide indemnities for collateral deficiencies, in the
event of a borrower default. The credit risk exposure arises for all of the Company's clients with indemnities as it is liable to pay for
the realisation of the collateral to meet the indemnifications.

Credit risk management and monitoring

The Company's objective is to maintain a 'iow to moderate' credit risk exposure which it aims to achieve through its credit risk
management process. The credit risk management and monitoring is conducted by spemahsed groups and is overseen by ERC
and the Board.

This credit risk management process is documented in the following policies which have been approved by the Company's Board
of Directors: Credit Policy and the Provisioning Policy. Central to this process is approval and monitoring of exposures as detailed
below. The nature of the Company's business is not to provide traditional commercial credit. Thus it is not intended that the
Company will have an extensive portfolio of loans.

Approval and monitoring of money market placement eprsu_re

NTC’s Capital Markets Credit Committee ("CMCGC") is responsible for approving wholesale market counterparties and limits for
money market placements. Under the global limits approved by CMCC, sub-limits have been established for use by the Company,
subject always to local regulatory limits applicable to the Company. The Counterparty Credit Risk Analyst team is responsible for
monitoring exposures and recommending changes to the CMCC. The Company aims to mitigate risk by the selection of top tier
counterparts who are usually systemically important banks.. ’

Approval and monitoring of investment security issuers

CMCC is responsible for approving all investment security issuers and limits for purchase of permitted security types of these
issuers subject always to local regulatory limits applicable to the Company. The Counterparty Credit Risk Analyst team monitors
exposures and recommends changes to the CMCC. The Company aims to mitigate risk by the selection of high quality issuers.

Approval and monitoring of nostro agent banks, including sub-custodians

NTC’s Sub-custodian Oversight Committee is responsible for the evaluation and approval for proposals for the appointment or -
replacement of sub-custodians and nostro bank agents for use by Northern Trust group companies including the Company. Similar
to money market counterparts, the nostro agent banks are usually full branches or subsidiaries of systemically important banks.

Approval and monitoring of credit for custody clients

If custody clients seek formal overdraft facilities, relationship managers are responsible for initiating a request for limits to the Global
Financial Institutions (“GF1”) team. The GFl team is responsible for undertaking credit- analysis and presenting written credit
submissions at the relevant committee (Global Financial Institutions Group Credit Approval Committee) for approval.

Overdraft exposures_from custody clients are monitored by the credlt team on a dally basis. Monitoring is against limits and the
clearance of overdrafts is followed to resolutlon .

Approval and monitoring of securities lending exposures

NTC’s Capital Markets Credit Committee ("CMCC") is responsible for approving securities Iendmg counterparties and limits.-The
Company acts as securities lending agent and provides ‘enhanced’ indemnities to its clients, in the event of a borrower default.
Loans of client securities are required to be fully collateralised with cash, government securities or other types of collateral
depending on the guidelines.
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Credit approvals - other considerations

Beyond the consideration of quantitative credit factors used in credit decisioné, the assessment process is designed to take
account of the credit staff's qualitative judgement and to include such factors as reputation, corporate structure, strategic direction
and' integrity amongst others. :

For the Company, monitoring of the credit risk portfolio is performed monthly and reviewed by ERC via a monthly residual risk
assessment. The Risk Committee of the Board receive a quarterly credit scorecard, profiling global custody overdraft volumes
and trends, money market placements, nostro and sub-custodian balances, and securities lending exposures with key risk
tolerances. ' : '

Geographical sector

- The following table breaks down the Company's main credit exposure at their carrying amounts, as categorised by geographical
region as at 31 December 2016. The table allocates exposures to regions based on the country of domicile of individual

counterparties. : .
) : : : - Middle
North . East Other
‘' Europe America  Australia Asia & Africa regions Total
. €000 €000 €000 €000 €000 €000 . €000
Cash and cash equivalents 111,839 2,007 8,072 85,727 109,538 23,248 340,431
Loans and advances to ) .
group banks 601,748 8,567 - - . - - 610,315
*. Loans and advances to

other banks . 3,042,414 - - 55,099 - - 3,097,513
Loans and advances to _ . . o
customers 20,691 - 9 - 46 1 20,747
Reverse repurchase B
agreements . - 460,031 - - - . - 460,031
Investment securities 391,959 5,065 - - - - 397,024
As at 31 December 2016 4,168,651 .- 475,670 8,081 . 140,826 109,584 23,249 4,926,061
Cash and cash equivalents 280,776 2,054 1,287 161,880 64,259 24,124 534,380
Loans and advances to .
group banks 673,232 128,746 . - - - - 801,978
Loans and advances to
other banks 1,185,260 - - - - - 1,185,260
Loans and advances to .
customers 33,438 - 715 (1,025) 54 (67) (8,401) 24,714
Reverse repurchase . .
agreements 147,990 448 445 A - - - 596,435
Investment securities 170,811 - . - - . - - 170,811
As at 31 December 2015 - '2:491,507 ,579,960 262 161,934 64,192 15,723 3,313,578
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industry sector

The foliowing table breaks down the Company's main exposure at their carrying amounts, as categorised by the industry sectors of
* individual counterparties. . : :

Financial
Corporate Institutions Total
€000 €000 €000
Cash and cash equivalents ‘ - 340,431 340,431
Loans and advances to group banks - 610,315 610,315
Loans and advances to other banks - 3,097,513 3,097,513
Loans and advances to customers . 20,747 - , 20,747
Reverse repurchase agreements . : : - 460,031 460,031
Investment securities . - 397,024 397,024
As at 31 December 2016 20,747 - 4,905314 - 4,926,061
Cash and cash equivalents . . . - 534,380 534,380
Loans and advances to group banks - 801,978 . 801,978
Loans and advances to other banks - 1,185,260 1,185,260
Loans and advances to customers . 24,714 - 24,714
Reverse repurchase agreements . - 596,435 596,435
Investment securities : - 170,811 170,811
As at 31 December 2015 24,714 3,288,864 ) 3,313,578
Credit quality of financial assets and impairment losses
The aging of trade receivables at the balance sheet date was:
2016 . 2015
Gross Gross
€000 ’ "~ €000
0-30days _ : 6,613 4,265
31-120 days - . 4,476 5,695
More than 120 days . : . ) 1,001 600

12,090 10,560

All other asset classes that are not trade receivables, are not past due.

There was no impairment during the year (2015: Nil).
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Offsetting financial assets and financial liabilities
The disclosures set out below include financial assets and financial liabilities that:
. are offset in the company’s balance sheet; or

. are subject to an enforceable master netting arrangement or similar agreement that covers similar fnanmal instruments,
irrespective of whether they are offset in the balance sheet.

The similar agreements include derivative clearing agreements, global master repurchase agreements, and global master
securities lending agreements. Similar financial instruments include derivatives, sales and repurchase agreements, reverse sale
"and repurchase agreements, and securities .borrowing and lending agreements. Financial instruments such as loans and deposits
are not,disclosed unless they are offset in the balance sheet.

" The ISDA and similar master netting arrangements do not meet the criteria for offsetting in the balance sheet. This is because they
create for the parties to the agreement a right of set-off of recognised amounts that is enforceable only following an event of
default, insolvency or bankruptcy of the Company or the counterparties or following other predetermined events. In addition, the
Group and its counterparties do not intend to settle on a net basis or to realise the assets and settle the liabilities simultaneously.

The Company receives and glves collateral in the form of cash and marketable securities in respect of the following transactions:

o denvatlves
. sale and repurchase, and reverse sale and repurchase agreements; and .
. * securities lending and borrowing.

Such collateral is subject to standard industry terms including, when appropriate, an ISDA Credit Support Annex. This means that
securities received/given as collateral can be pledged or sold during the term of the transaction but have to be returned on maturity
of the transaction. The terms also give each party the right to terminate the related transactions on the counterparty’s failure to post
collateral. .

The gross amounts of recognised financial assets are the same as the net amounts as ai 31 December 2016 and 31 December
2015.
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(c)

Liquidity risk

Liquidity risk management and monitoring . .

Under Northern Trust's risk framework, liquidity risk is governed by the Asset and Liability Management Policy Committee

("ALCQO"). The Chief Finance Officer (EMEA), who is a director, is a member of this committee. On an operating basis, the
Company's activities are managed by the EMEA Treasury function with independent oversight from the Market and Liquidity Risk
group within Corporate Risk Management.

The Company's liquidity risk is managed according to the company ‘Liquidity and Investment Policy Statement'. This sets out the
governance, risk appetite, monitoring and reporting framework, including stress testing' and contingency funding plans. The
directors believe this policy statement satisfies the liquidity risk systems and controls requirements of the PRA and has been
approved by the Company's Board of Directors.

The Company primarily invests customer call cash deposits, arising from client global custody settlements activity in the interbank
market, with central banks or intragroup with The Northern Trust Company, London Branch ("TNTC London"). It has limited off-
balance sheet actlwty relating primarily to securities lending, which is undertaken on an agency basis. The source of funding for the
Company is diversified across its client base which consists of pension funds, corporate customers and.financial institutions, with
an increasingly geographical spread across Europe. External money market placements of funds are to banks within a list of
counterparties approved accordlng to the 'NTGSL Credit Policy Statement’, taking concentration and diversification risk into
account.

The followmg liquidity limits, against.which exposures are monitored on a dally basis, apply to the Company:

. A High Quality Liquid Asset (HQLA) buffer needs to be maintained such that it is sufficient to cover, on a daily basis, the
higher of the net cash outflow which meets a 100% Liquidity Coverage Ratio (LCR) or the maximum cumulative net cash
outflow over a'30 day calendar survival period, -under approved stress scenarios defined as part of the NTGSL Internal
Liquidity Adequacy Assessment Process (ILAAP). The liquidity buffer for the Company is maintained as cash held in
Reserve Accounts at the Central Bank of Luxembourg and at the Bank of England as well as in eligible HQLA securities.

. Investment in securities is limited to high quality quuid'ﬁxed income securities denominated in EUR, GBP or USD, with a
maximum tenor of 5 years.

Overall, Northern Trust manages liquidity on a consolidated basis with scenario analysis and stress testing being used to assess
vulnerability to liquidity runs caused by. a host of different severe scenarios, including short-term and protracted scenarios for
institution specific and market-wide shocks, and combinations of these. The liquidity policies for the Company comply with the PRA
system and control requirements for liquidity stress testing and contingency funding planning.

Residual contractual maturities of financial liabilities

A Gross ’ . Three

Carrying . _ nominal Less than  One to three months to
amount outflow one month - months one year Perpetual
€000 €000 €000 ' €000 €000 €000
Deposits by group banks 1,905,350 1,905,350 1,905,350 . - - . -
Bank overdrafts 4,712 4,712 4,712 ) - A - .
Deposits by customers 2,731,630 2,731,630 2,731,630 - - -
Loans 76,562 76,562 - - - 76,562
Interest. ' 91 1,577 215 248 1,115 -
As at 31 December 2016 4,718,345 4,719,831 4,641,907 248 1,115 76,562
Deposits by group banks 29,448 29,448 29,448 ' - - -
Bank overdrafts - 1,868 1,868 1,868 - - -
Deposits by customers 2,985,545 2,985,545 2,985,545 - - -
Loans . : 76,562 76,562 - - - 76,562
Interest . 24 1,622 157 ’ 266 1,198 . -
As at 31 December 2015 3,093,447 3,095,045 3,017,018 ' 266 1,199 76,562
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(d)

Market risk
Financial risk management

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect the
Company'’s income or the value of its holdings of financial instruments.

Trading risk is a subset of market risk and is the risk of loss from changes in the vaiue of trading positions. Northern Trust considers
the full universe of trading risk types in assessing the presence and magnitude of trading risks. The Company does not have a

trading book within the meaning of the EU Capital Requirements Regulation (CRR).

There are, however, certain circumstances where the Company-can'take on foreign exchange risk. In particular, the Company may
enter into foreign exchange contracts to pay fees and commissions to sub-custodian and agency banks. In addition, foreign
exchange trades may be accepted from clients in jurisdictions where The Northern Trust Company, London Branch (“TNTC
London”) is not licensed to operate directly with clients. Any foreign exchange risk arising from such-trades are closed out with
TNTC London or with the market immediately, with the objective of the ‘Company not running any material foreign exchange risk.
The overall net overnight foreign exchange position limit is €5,000,000. In addition, it should be noted that the Company does not
transact in any options products and the size of the activity in the Company, relative to the size of the foreign exchange markets,
renders concentration risk, product illiquidity risk and the other trading risk types immaterial. .

Market risk — Interest rate risk

Interest rate risk in the banking book is the risk to earnings or economic value of equity resulting from significant unexpected
changes in interest rates. In the case of the Company, potential interest rate risk in the banking book arises from the mismatch in
maturity, or re-pricing terms, of customer deposits and investments. Under Northern Trust’s risk framework, interest rate risk in the
banking bonk is governed by ALCO. The Chief Finance Officer (EMEA) is a member of this committee.

On an operating basis, the Company's activities are managed by the EMEA Treasury function with independent oversight from the
Market and Liquidity Risk Group within ‘Corporate Risk Management. Interest rate risk is managed by EMEA Treasury primarily
through securities investment tenor limits and sensitivity measures, which are used to assess the impact to earnings:and economic
value of equity due to changing rates, as which are specified in the “NTGS Liquidity and Investment Policy Statement”. A monthly
report, which shows the sensitivity of earnings (SOE) and sensitivity of economic value of equity (SEVE) to changing interest rates
against approved limits, is produced by Corporate Risk and distributed to the Head of Treasury (EMEA) and the Market and
Liquidity Risk Group for review, with exceptions escalated to the risk committee. SOE is calculated using a simulation, which is
based on a +200 basis points ramped change in interest rates from the current market implied forward rates (at equal monthly
amounts up to +200 bps), over the next year; the simulated pre-tax net interest income for the next year should not decline by more
than 10% of the current year's planned income before taxes. SEVE is calculated using a simulation, which is based on an
instantaneous +200bp parallel change in interest rates; simulated economic value of equity should not decline by more than 12% of
common equity. ’

The Company maintains a prudent approach to funding client deposits, generating net interest income either through spreads or by -
a moderate amount of gapping. This risk is further mitigated by a relatively stable base of deposits for interest rate gapping. On a
day to day operating basis, interest rate risk is low. . However, on a strategic basis, low interest rate and flattening yield curve
markets can impact net interest income margins. - .

The following market risk tables include financial and non-financial assets and liabilities for the purpose of agreement to the
balance sheet. . ‘ .
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Interest rate gap analysis
As at 31 December 2016

Cash and cash equivalents

Loans and advances to group banks
Loans and advances to ather banks
Loans and advances to customers
Investment securities

Prepayments and accrued income .
Fixed assets

Other assets

Total assets

Deposits by group banks
Bank overdrafts
Deposits by customers
Accruals and provisions
Other liabilities

Total liabilities

Overall interest rate gap

\

As at 31 December 2015

v

Cash and cash equivalents

Loans and advances to group banks
Loans and advances to other banks
Loans and advances to customers
Investment securities

Prepayments and accrued income
Fixéd assets

Other assets

Total assets

Deposits by group banks
Bank overdrafts
Deposits by customers
Accruals and provisions
Other liabilities

Total liabilities

Overall interest rate gap

- Not more than

More than

.

Non-interest

three months  three months . bearing . Total
€000 €000 €000 €000
177,136 ‘- 163,295 340,431
957,305 - 113,041 1,070,346
3,097,513 - . - 3,097,513 -
20,747 - - 20,747
59,131 337,893 - 397,024
8,229 - 14,287 22,516
- - 840 840
- - 27,741 27,741
4,320,061 337,893 318,204 4,977,158
1,905,350 - - 1,905,350
4,712 - - 4,712
2,706,675 - 24,955 2,731,630
348 - 3,104 3,452
- ” 76,562 22,411 98,973
4,617,085 76,562 50,470 4,744 117
(297,024) 261,331 268,734 233,041
Not more than More than Non-interest-
three months  three months bearing Total
€000 €000 €000 €000
344,464 - 189,916 534,380
1,328,872 - 69,541 1,398,413
1,185,260 - - 1,185,260
24,714 Lo - 24,714
- 170,811 - 170,811
4,088 - 15,244 19,332
- - 1,007 1,007
2,580 - 18,226 20,806
2,889,978 - 170,811 293,934 3,354,723
29,448 - - 29,448
1,868 - - 1,868
2,970,000 - 15,545 2,985,545
251 - 2,330 2,581
- 76,562 56,704 133,266
3,001,567 76,562 74,579 3,152,708
'(111,589) 94,249 219,355 202,015
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Sensitivity analysis

The primary market risk that the Company is subject to is interest rate risk. As at 31 December 2016 the Company held no
financial instruments classified as fair value through the profit or loss or as available-for-sale (2015: Nil). Accordmgly a change in
interest rates at the balance sheet date would not have materially, changed profits or shareholder equity.
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Net currency position analysis

The Company’'s exposure to foreign currency nsk is as follows. This is based on the carrying amount for monetary financial
instruments except derivatives when it is based on notional amounts.

As at 31 December EUR GBP JPY NOK uUsD Other ) Total

2016 : .
€000 €000 €000 €000 €000 . €000 €000
Assets : ' .
Cash and cash 77,518 3,862 11,301 11,992 17,283 - 218,475 340,431
equivalents S, .
Loans and advances to 112,912 42,223 67,480 21,103 630,381 196,247 1,070,346
group banks .
Loans and advances to 2,550,000 191,796 - 355,717 = - 3,097,513
other banks ;
Loans and advances to 849 T 9,247 - 32 1,242 9,193 184 20,747
customers :
Investment securities 106,085 106,667 - - 184,272 - 397,024
Prepaid and accrued 6,802 11,171 1) 789 3,004 - 751 22,516
income R . : .
Fixed assets 840 - - - - - . 840
Other assets 3,606 7,446 AL 137 9,648 6,193 27,741
2,858,612 372,412 79,5623 390,980 853,781, 421,850 4,977,158
Liabilities . . :
Deposits by greup 1,875,000 6,500 - - 23,850 - 1,905,350
banks )
Bank overdrafts - 379 - .- . 4,333 4,712
Deposits by customers 660,241 358,879 79,562 390,229 825,991 ° 416,728 2,731,630
- Accruals and 2,191 ©29 4 172 510 546 . 3,452
provisions ' ) :
Other liabilities 88,129 6,631 (43) 580 © 3,529 147 98,973
2,625,561 = 372,418 79,523 390,981 853,880 421,754 4,744,117
‘Net on-balance sheet 233,051 (6) - (1) (99) 96 233,041
flnanclal pOSItlon —_— ———————————a————————— - —————————
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As at 31 December EUR GBP JPY NOK usD Other Total
20185 .
. €000 €000 €000 €000 €000 €000 €000
Assets ’ ' . .
Cash and cash 143,917 8,828 104,397 = 78,744 141 198,353 534,380
equivalents .
Loans and advances to 297,529 - - 85,760 849,245 165,879 1,398,413
group banks . E ’
Loans and advances to 500,000 429,476 - 124,773 - 131,011 . 1,185,260
other banks -
Loans and advances to 10,451 1,328 Co- 934 11,477 524 24714
customers . .
Investment securities 97,402 13,671 - - 59,738 - 170,811
Prepaid and accrued 6,674 8,465 4) 851 2,576 770 19,332
income ' . .
Fixed assets 1,007 - - - - - 1,007
Other assets 7,123 (220,149) - 46 232,418 1,368 20,806
1,064,103 241,619 104,393 291,108 1,165,595 497,905 3,354,723
Liabilities ) . .
Deposits by group - - - - - 29,448 29,448 .
banks ° .
Bank overdrafts -505 - - - - 1,363 1,868
. Deposits by customers 736,762 235,580 104,400 290,465 1,153,292 465,046 2,088,545
Accruals and 1,296 .36 22 197 . 398 632 2,581
provisions .
Other liabilities 123,503 . 6,007 (29) 446 1,993 - 1,346 133,266
862,066 241,623 104,393 291,108 - 1,155,683 497,835 3,152,708

Net on-balance sheet 507 37 - (4) - - (88) 70 202,015
financial position : —_ e

Operational risk (unaudited)

Operational risk is the risk of loss from inadequate -or failed internal processes, people and systems or from external events.
Operational risk typically arises when transactions activity is not executed, settled or recorded accurately or on a timely basis, or .
where there has been a breach of contractual commitments with clients.

The Company’s objective is to manage operational risk so as to balance the avoidance of financial lossés and damage to the
Company’s reputation with overall cost effectiveness.

" Operational risks within the business are identified and assessed using a standard Risk and Control Self Assessment ("/RCSA")

process. The RCSA process analyses the risks that are inherent in the business environment and processing activities and their
respective internal control adequacy. '

All core processing functions are required to undertake an initial full RCSA process and complete the assessments periodically on
a risk based approach thereafter. .

The outcome of the RCSA process is a risk weighted control score. Where necessary, these will drive a risk mitigation action plan.
RCSA data and action plans are monitored and tracked by the Operational Risk Committee.

The Company uses a proprietary Benchmark Capital Model ("BCM") to assess its operational risk capital. BCM employs actual loss
history from the relevant business activities of Northern Trust as a whole, supplemented by key risks scenarios built for the
Company by business management and risk management teams. This data is modelled to derive a loss distribution curve and
capital is provided at a 1 in 200 year confidence level. This approach is informed by the relevant data and programs from Northern
Trust's operational risk framework, including RCSA, loss history and scenario analysis, in addition to any relevant risk metrics.’
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Strategic risk (unaudited)

Strategic risk is the risk of loss arising from adverse effects of business decisions, improper implementation of business decisions,
unexpected external events or damage to the reputation of the Corporation and of the UK Entities from negative public opinion.
Strategic risk within Northern Trust is managed and overseen both at the Northern Trust Corporation level and at the Companys
level. ) .

Capital management (unaudited)
The Company’s lead regulator, the PRA, sets and monitors capital requirements for the Company as a whole. The ultimate parent

company is directly supervised by its local regulator.
~
The Company's regulatory capital is analysed into two tiers:

- Tier 1 capital, which includes ordinary share capital and retalned earmngs and
- Tier 2 capital, which is subordinated debt.

The Company's capital position as at 31st December:

2016 2015

€000 €000

Tier1 . ‘ . : 233,041 202,015
Tier 2 C _ ' 76,562 76,562
309,603 278,577

Total capital

The Company’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and, to
sustain future development of the business. The Company has complied with all externally imposed capital requurements
throughout 2016.

There have been no material changes to the Company's management of capital during the period.
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32. Operating leases

2016 2015
€000 €000
Not later than 1 year . 276 266
Later than 1 year and not later than 5 years . 436 708
Total o ‘ . 712 “974
2016 . 2015
€000 €000

Sublease receivable )
_ Not later than 1 year - ) 31 31
Later than 1 year and not later than 5 years 81 113
Total . - 112 144

The Company leases a n.umber,of office buildings under operating leases in Abu Dhabi and the Netherlands.

Duririg the yéar €238,576 was recognised as an expense in the profit and loss account in respect of operating leases (2015:
€186,665).

33. Commitments and guarantees

The Company had issued no commitments nor provided any guarantees at year end (2015: Nil)

34. Subsequent events
The following significant events have affected the Company since the year end:

* - Inthe first quarter of 2017, the Abu Dhabi office changed to a branch in.response to a regulatory change in the region.

. On 19 February 2017 the Company's ultimate parent company, the Northern Trust Corporation announced that it had
entered into an agreement to acquire UBS Asset Management's fund administration servicing units .in Luxembourg and
Switzerland. The acquisition will enable Northern Trust to expand its presence in Luxembourg, where the Company currently
operates a branch providing custody and depositary service. :

. The decision by citizens of the United Kingdom (UK) to leave the European Union (EU) continues to create uncertainty.
What remains certain however, is Northern Trust's commitment to the UK and to Europe. The UK government triggered
Article 50 of the Lisbon Treaty on 29 March 2017. The potential impact of a UK exit (or "Brexit") from the EU has been
considered and contingency planning for various scenarios which are likely to affect the Company as a consequence of
passporting changes has been undertaken. .
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35.

36.

Holding company

The Company is a subsndlary of Northern Trust Holdings Limited, mcorporated in the United Kingdom. The Annual accounts can be
obtained from 50 Bank Street, Canary Whatf, London, E14 5NT.

The smallest and largest group in which the results of the Company are consolidated is that headed by The Northern Trust
Corporation incorporated in the United States of America. The consolidated accounts of the Northern Trust Corporation are
available to the public and may be obtained from Northern Trust Corporation, 50 South LaSalle Street, Chicago, filinois.

The ultimate holding company in which the results of the Company are consolidated is that headed by Northern Trust Corporation,

incorporated in the United States of America. The consolidated accounts of this group are available to the public and may be
obtained from Northern Trust Corporation, 50 South LaSalle Street, Chicago, lllinois.

Accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the
amounts reported for assets and liabilities. as at the balance sheet date and the amounts reported for revenues and expenses
during the year. However, the nature of estimation means that actual outcomes could differ from those estimates.

The following judgement (apart from those involving estimates) has had the most significant effect on amounts recognised: l
Transfer Pricing .

The determination of transfer pricing is made using an “arm’s-length” standard that tests what would have occurred in comparable

circumstances between comparable, unrelated taxpayers. Judgement is reqwred with regards to the appropriate methodology and
verification of reasonableness Funher details are contained in note 11.
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