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The terms "Atom” and “the Group
refer to Atom Bank plc together with
its subsidiaries. "Atom Bank™ and *
the Bank" refers to Atom Bank plc
{company number 08632552). The
Company changed its name from
Crossco {(1337) plc to Atom Bank plc
on 14 August 2015, All references to
Atom Bank plc in this report should
be read as Atom Bank plc (formerly
Crossco (1337) ple).

This Annual Report contains general
information about Atom and is
intended for informational purposes
only. Atom has taken all reasonable
care to ensure the information and
facts contained in this Annual Report

are accurate and up-to-date but any

reliance placed on this Annual Report

is done entirely at the risk of the

person placing such reliance.

The information contained in this
Annual Report does not constitute
an invitation or inducement to
engage in investment activity in
connection with any security or
financial instrument issued by or on
behalf of Atom nor dees it purport
to contain information that should
form the basis of, or be relied upon
in making any investment decision
in connection with the same. if you
require any advice, please consult

with a professional financial adviser.

To the maximum extent permitted
by applicable law and regulation,
Atom disclaims all representations,
warranties, conditions and
guarantees, whether express,
implied, statutory or of other kind,
nor does it accept any duty to any
person, in connection with this
Annual Report. Without prejudice
to the generality of the foregoing,
Atom does not warrant or represent
that the information or opinions
contained in this Annual Report are
accurate or complete. Atom does not
accept liability for any loss arising
directly or indirectly from the use

of or reliance on this Annual Report
or the information it contains {save
for damages arising from death

or personal injury caused by the

negligence of Atom).

All content, artwork, trade marks
and associated imagery are trade
marks and/or copyright material of
their respective owners. All rights

reserved.

References to "the year”, “2016/17"
and "2017" refers to the financial
year from 1 April 2016 to 31 March
2017. References to “2016" refers to
the financial year 1 April 2015 to 31
March 2016.
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Atom at a glance

Who are we?

Hello. We're the UK's first Founded in April of 2014, in April 2016 and we exited
bank built exclusively for Atom's home is the city of from our mobilisation phase
mobile. We're redefining Durham, in the North East to launch the first version of
what a bank should be, of England. In June of 2015 our banking app.

making things straiyhtforward, our licence application was

personal and great value. approved by our regulators In the last year we've

What's more, we're always and we started the formal launched Business Banking
available, because we'll be mobilisation phase of our Secured Loans, Retail
packing an entire bank inlo development. The restriction  Mortgages and Fixed Rate
our app. on our licence was removed Saving products.

10 mins £538m

is the average time it takes is the amount UK savers have
to open a savings account. deposited with Atom as at year end.

——
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Atom at a glance

83,429

downloads of our app
[LRGERESST-E14

1,500

nips, tucks, tweaks and fixes have
been made to the app so far.

99 years old

is the age of our oldest customer.
Our youngest customer is 18.

e ——
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11,705 miles

is the furthest distance from Atom
HQ in Durham that a globetrotter’s
smile has opened our app.

195,636

words spoken to our voice

biometrics software.

17,916

Savings customers have
joined the Atom family so far.

Atom at a glance

95,750

selfies have been taken
to securely log in to ocur app.

. — o et
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Atom at a glance

Our Board of Directors

Jonathan Hogan
Mark Mullen

Anthony Thomson David McCarthy

Patricia Jackson

Laurel Powers-Freeling

.. Bridget Rosewell
Ergun Ozen Teppo Paavola
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Atom at a glance

Our Executive Management Team

Edward Twiddy
David McCarthy

Mark Mutlen Andy Givens Chris Sparks

Craig lley
Lisa Wood

Maria Harris
Rachael McLauchlan
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Chief
Executive's
review

| am privileged to lead a

fast growing bank from our
headquarters here in Durham
City, a historic and scenic
location in the North East of
the UK, complete with World
Heritage Site.

Annuat Report - 2016/17

We're proud of what we've
achieved since we established
Atom in 2014, but we're also under
no iilusion that chatlenges remain.
We are determined to offer our
customers a genuine alternative to
the established banks - and in the
last year we've made significant
progress towards achieving that
goal. Put simply, we are here

to make banking easier, more
transparent and better value.
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We want to...

port - 2016717

Business model and strategy

Change banking for good.
For the better, for everyone.

We'll do it by making it
much less expensive, more
transparent and far easier
to use.

If we do this, we will grow our
business, make money for our
investors and provide a bright
future for our employees - the
people who made it all possible
in the first place.



Business model and strategy

Our innovative business model
creates the opportunity to get there...

Superior
Price

Preduct and

Service Principles

Simple Products
Binary Policies
Seif-service App

Our business model is
founded on investment and
development of technology
with clear and simple product
and service principles.

This low cost and agile
infrastructure allows us to
offer good value products to
customers with a great user
experience. Products can be
scaled quickly, resulting in

delivering returns to investors.

T re———

Automated
Experience

Invast and Develop

Intelligent Data
Agile Architecture
Open APl

Automated back-office

Disrupt banking today

- transform it tomorrow

Our strategy was conceived to exploit

the countless inefficiencies that permeate
banking both here in the UK, and further
afield. We embrace the idea that money is a
valuable commodity and we work to rermove
the many cost-generating fricticns that ercde

its value.

At Atom, technology acts as a strategic
enabler. It informs and facilitates the
automation of our customer journeys and
our back-office banking processes. Creating
a truly digital bank requires more discipline
and more capability than a willingness to
eschew branches or an ability to develop
apps. We are careful in choosing which

products we manufacture - the fewer, the
simpler and the more transparent the better.
We are clear in cur policies - an automated
‘yes' or ‘no’ saves both time and money for
everybody. Our operations are centralised
and we are headquartered in Durham where
premises costs are lower than would be the
case efsewhere.

NS
e
e e
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Business model and strategy

And our strategic priorities will
enable us to successfully execute

Annual Report - 20158/17
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Performance

During 2017 we're proud to say we've
delivered against our strategy...

Our business
performance

2017 was a hugely significant year for Atom as
we continued our journey from a fintech start-
up to a fully operational bank. This jeurney will
continue over the next few years as we scale
up the balance sheet and develop our future
products. During the summer of 2016 we
launched our fixed rate savings and business
banking secured loan {BBSL) products. Then,
although slightly later than planned, our retail
mertgage proposition went live in December
2016, To support product go-live we increased

Competitive
rates

Since full market launch we have

continually featured in the

Annual Report - 2016/17

Best Buy tables.

the number of employees 1o 281 (2014: 158)
by the year end.

Customers have loved our end to end
experaience, rating us 9.1/10 on Reevoo.
Where they need support on the self service
app, our contact centre has responded quickly.

As the graphic shows, the Bank continues to
grow, develop and achieve at pace.

App Store ratings

Apple and Android ratings of 2.5 and

2.7 respectively. We are working hard on

app improvements to improve this score.

e i e
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Performance

Call Centre
of the Year

Call Centre of the Year Award
for our customer support centre
in Durham.

<20 Seconds 87%

79% of customer calls and app of our customers had their

chats were answered within 20 query answered first time.
seconds.

Customer
complaints

2.7 customer complaints
per 1,000 customers.

Annual Report — 2016/17 Strategic report 19




Performance

Best New
Savings Provider

We were named Best New Savings
Provider at the Moneynet Awards.

Reevoo feedback 9.1

Our customers, via impartial Reevo ,
798 customer reviews
feedback, have given us 9.1/10 for AS GF 2/Apr/2617

our overall service.
.' ReevooVerified

Growing panel
of intermediaries

1,547 mortgage and 58 BBSL
intermediaries added to our panel.

e —— e ———
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Number one

Techworld listed us as number one
challenger bank in the UK.

Disrupter

Mobile Banking Disrupter at the
TFG Excellence Awards. Listed in the

European Fintech 100.

Top 10

Number 6 in KPMG's Fintech Global
100 list. The only bank or UK company
to be included in the top ten.

— e
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Performance

Fi na nCia l During the year, total assets grew to £649m Following two successful capital raises
{2014 £37m), including; totalling £113m during the year, we are
" strongly capitalised with a Tier | capital ratio of

reVIew £99m of loans and advances as we started 44%. We have also signed a sub-debt facility
to lend to businesses (£33m) and mortgage with the British Business Bank which, subject
custemers (£27m). An additional £40m to growing cur lending to SMEs, allows us to
was lent to purchase a loan note backed by draw down up to £30m of debt funding. This
unsecured business banking loans. facility is eligible for Tier Il capital.

£567m held as cash and high quality During 2017 there was a loss of £42m (FY14:

liquid assets, This high level of liquidity was ~ £23m}. The loss was driven by staff and

largely funded by a hugely successful Fixed  operating costs as we continued to build

Rate Saver campaign in March driving products for launch and scaled-up teams to

total deposits to £538m. Post year end run a fully operational bank.

we've used these funds to rapidly grow

our customer lending with Mortgages and Negative net interest income of £1m was

BBSL lending increasing to £98m primarily generated by the interest expense

and £42m respectively by May 2017. of deposits which went live in advance of our
lending products.

We have also continued to invest in the [T

infrastructure of the Bank with intangible

assets growing to £30m (2016: £19m).

Fixed Rate
Saver deposits

We're highly liquid. Our Fixed Rate
Saver campaign in March broughtin
£538m of deposits by the year end.
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Performance

Customer lending

We have used these funds to lend
£99m to customers by year end.

Capital raises Lending increased

We had two successful capital raises totalling  Post-year end we have rapidly grown our

£113m during the year. We're strongly customer lending with residential Mortgage
capitalised with a Tier| Capital Ratio of 44%.  lending increasing to £98m and BBSL
increasing to £42m by May 2017.

Tier Il capital

We've signed a sub-debt facility with the British
Business Bank. Subject to growing our lending
to SMEs. This allows us to draw down up to
£30m of debt funding. This facility is eligible for
Tier Il Capital.
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Risk and Governance

Our business model and strategy

Material risks

Running a bank can be a
complex affair. As a result
the risks our business faces
are carefully monitored and
managed. The material risks
our business mode| creates

are as follows:

' 4
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Strategic activity
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Key and
emerging risks

As a rapidly growing
business, operating in an
industry facing structural
change, successful delivery
of our strategy also requires
regular monitoring of key
emerging risks. The following
chart summarises our current
view of these risks with an
assessment of impact severity
and time horizon:
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Risk and Governance
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Risk and Governance

We've created a strong team and
organisational structure to ensure the
business is appropriately managing

these risks...

Governance

Atom’s Board of Directors is
responsible for the overall
governance of the Bank.
Good corporate governance
underpins the integrity of
Atom and the wider
community in which it
operates. The success of
the Bank is predicated on

a framework of effective
systems of internal control,
risk management and
compliance, in accordance
with regulatory requirements.

Y 4
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Risk and Governance

Within this governance structure,
we have a highly effective risk
management framework and team...

Risk
management

Effective risk management is
a core part of Atom’s strategy
and is integral to being an
authorised and credible
bank. Our focus has been on
implementing an effective
risk management framework
and strong risk management
culture, with responsibilities
clearly embedded within the
business.

4
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Risk and Governance
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Our people

Atom is unique and so are our
people. Our team is carefully
selected for their character,
skills, passion for the customer
and commitment to what we
are doing.
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Directors’
report

The Directors present their
report and financial statements
for the year ended 31 March
2017. Atom Bank plcis a public
limited company, incorporated
and domiciled in England and
Wales, having its registered
office in England and is
authorised by the PRA and is
regulated by the FCA and PRA.
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Directors’
responsibilities
statement

The Directors are responsible
for preparing the Strategic
report, Directors’ report and
the Financial statements in
accordance with applicable
flaws and regulations.
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Statements of comprehensive income
Year ended 31 March 2017

Primary statements

Group
and Bank Bank
2017 2016
Notes £'000 £000
For the year ended 31 March
W 2 725 £E
S : (1,601
] TR TAPRY R (876) i
- 4 s 1T 383
= 1 (170 1397 AL .. {(53%) 3
Nt T s ror et e i (156} ey
Taiver e s 2
Total (expense)/income (1,030) 18
Cronfit g s coanges o clr o L S 3 {305)
Net operating (expenselincome (1.335)
Salt cants £12,321)
At et ve A e ek a e, 4 {18,139
Operating expenses {37,460) (23,349)
Operating loss {38,795) (23,331)
At sate s an by oeiaten 13,4173 04,
Loss before taxation (42,212) {23,935)
Taxaton 4 43 1aze
Loss after taxation (42,169) {22,515)
Other comprehensive income
Items that are or may be reclassified subsequently to profit or loss
Mo et S valig e e debt b
Nor Fiir 317
R T R IR FUNLILIR B ?
Other comprehensive income, net of tax 326
Total comprehensive expense attributable to equity holders of the parent {41,843) {22.515)
Tl . thovoyner sl e ot ey B O L
bl b [RERIE AN N [ t L T s A
dvvaral B eR16°17 Fomamin noah wriois




Statements of financial position
As at 31 March 2017

Primary statements (continued}

Group Bank Bank
2017 2017 2016
Notes £'000 £'000 £'000
As at 31 March
Assets
T 14 419,745 419,765 247
D t s Iy 14 87,249 87,249 1359
- i 9,209 99,209
T by 11,346 11,482 JA8%
P 0F 722 722 454
in 23 30,546 30,544 IAET
C 3 1420
Total assets 648,837 648,973 37,489
Liabilities
Corstores o Diepaassins 17 538,060 538,060 10
Ly styess et o ety g e 23 124 124
Proing s 11 132 132
b 5 31 5,575 6,575 5,1e3
Total liabilities 544,891 544,891 8,193
Equity
Shoar s caed wan b whars oo ey 20 167,318 167,318
[ IRETRTIE SN VRN 24 7,599 8,135
HeAte S S s {71,371} {71,371
Total equity 103,946 104,082
Total liabilities and equity 648,837 648,973

Mark Mullen David McCarthy
Chief Executive Officer Chief Financial Officer
Fooany T Doy 20T
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Statements of changes in equity

Year ended 31 March 2017

Primary statements {continued)

Other
Share capital Fair Share based reservesand Retained
and share value payment treasury Earnings

premium reserve reserve shares Total

£'000 £'000 £'000 £'000 £'000 £000

Group and Bank balance as at 1 April 2016 54,997 - 3,501 - (29,202) 29,2946

et (42,169) (42,169}
et el e R I T R,

! JJ:lwl‘:"»]ir vl 317 317

Mot b s [ b e ea 9 9

Total comprehensive income/{expensa) - 326 - - (42,1469) (41,843}

syl ey shores net ol mssenon s 112,321 112,321
o o shane wobiees wat e chomployen

o - 4,308 4,308

Bank balance as at 31 March 2017 167,318 326 7.809 - {(71,371) 104,082

Purchase of treasury shares - - - (136) (136}

Group balance as at 31 March 2017 167,318 326 7.809 {136) (71,371} 103,946

Group and Bank balance as at 1 April 2015 15,607 - 103 - (6,687) 9,023

Total comprehensive (expense} (22515, (22,515}

o cdiary sivares et L rans, a5 420 516} 39,337

e e

2500 3,501

Ape e shusees 15 {50

Group and Bank balance as at 31 March 2016 54,997 - 3,501 (29,202) 29.296

/

Arvriaal Harorr 2014717

Finanoat statermonls



Primary statements (continued)

/

Cash flow statements
Year Ended 31 March 2017

Group Bank Bank
2017 2017 2016
£7000 £'000 £°000
For the year ended 31 March
Cash flows from operating activities
Loss for the year 142,169) 142 169)

Adjustments for hon-cash items

et e A S e P 1417 3.417
At PRI e -
Shan srein gyt 4,308 4,308
P T P e 763 743
Changes in operating assets and liabilities
(99,514) (99.514)
538050 538,050 T
(8,201 (9.037)
1.420 1,420
£ {1,608) {1,608
vt T b Py paarg R 124 124
Net cash inflow/(outflow) in operating activities 395,890 395,754 (11,998}
Cash flows from investing activities
P ._\\Hs‘“A)!:-"‘:“WT'»‘.‘:'JH\._,: sl s (14,356} (14,354)
At o St ui ety plant gl o {504) (504)
Seoiis ti et Che s Grtie -t PV {71,650} 171.650)
Net cash (outflow) from investing activities (86,510} (86,510}
f ol e 112,321 112,321
{136}
112,185 112,321
Nt fnetisme Heash ad cdst o vadits 421,565 421,565
Cashiandcassequivalonts atthe begnong ol yoar 7,240 7,240 5L 1AZ
Cash and cash equivalents at the end of year 428,805 428,805 7.240
Cash and cash equivalents comprise:
Castrared ooy 3 connea sugek, 419,745 419,765
Dkt s oot st P OC it wvrg ot e irusbis s 1 s thre s poeepth 9.040 7,040
428,805 428,805

Accounting for cash and cash equivalents

sinclas and coins on band, troostog

neial mssets

By figund fir

s hald with central banks and bigh
subjor

Toash enquivaiens .

Cash and cashy ogunvalents

with aelainal syiintios of U anths o bess fiom tho dato of ac

. e
et of ts shget roren comasitments . Coash
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Notes to the financial statements

1. Summary of significant accounting policies

This section describes the Group and Bank’s significant policies and critical accounting estimates
that relate to the financial statements and notes as a whole. If an accounting policy or a critical
accounting estimate relates to a particular note, the accounting policy and/or critical accounting
estimate is contained within the relevant note.

a. Reporting entity

R T PR T TUR TN SR o pioanedirs seba

an e W e e

b. Basis of preparation

Troovvw e ianiod aod rbeodoal fiean

ety Stanedged

e vl A prosoigta g

IFRS ¥ Finvoron skl

[SIFHTIR SIS STS TR I Y SUR T SR PRI

B

AFS cash and cash  AFS financial Debtinstruments
£000 equivalents  instruments at FVOCl
As published 7,000 6,559 -
Reclassified - - 13,559
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Notes to the financial statements (continued)
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Notes to the financial statements (continued)

1. Summary of significant accounting policies (continued)

f. Critical accounting estimates and judgements
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Notes to the financial statements {continued}

Performance

The notes in this section seek to explain Atom'’s Profit and Loss performance during the year.
We seek to make profit by earning interest on loans originated to customers and on financial
investments we hold. This income is reduced by the interest paid to customers on their
deposits which funds our lending. We also incur the costs of running a digital bank, with our
primary expenditure on employees and technology infrastructure.

2. Net Interest Income

Accounting for interest income and expense
Interaat income and expaise are recogiinad in the income statement forr Al instruments measured at amonised cost using the ofective
interost fate method.

This tnethod calculates the amonised cost of a financial asset or kabibity, and allocates the interost meemea or expense over the relevant

period, The effective intarest rare s the rats that exactly discounts estimated future cash receipls or payments thraugh the expected e

K estimiates cash flows considering all

of the linanial instrens arrying amourt of the financial asset or Lability, The 8an

it e the gro

TF

aent ({or example prepayment apuons) but does not consider futare crodit lossos. The calculation

eantractual tarms of the linancial msiras
wicludes all ameunts received or pad by the Sank tha are an inwegral pant of the overall retir dircet incremantal transiction costs relaled

1o the acguisiine orssue of o fnancial strament and ali ather gremeams aned diseounts

2017 2016
Interest income £'000 £'000

250
279
NI 194

Total interest income 725 a6

el Sgg At A
NN EIEOES (&)
(1,595)

{1,601}
(876) a6

T
b
p
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Notes to the financial statements (continued)}

3. Credit impairment charges and other provisions

Accounting for credit impairment charges and other provisions

Plesge sem Note 10 - Loans and advances 1o custamers and impainrent allowances for the accounting peliry The lakhle balow surninanises
P ¥

the charge for the yaar in the mcome siatament,

2017 2016
£000 £'000
Net impairment on financial assets
I R N B R PR T
{156)
SNSRI T (7)
Impairment charges on loans and advances to customers (163)
Prisvis AT s N Cosr e nis for
Bls. (114)
Mt gos (18)
Provision charges on loan commitments {132)
Dol panras gy e dg b sttty a0 Sy (10)
Credit impairment charges and other provisions {305)

Annuac Regort - 2016.17
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Notes to the financial statements (continued)

4. Staff costs

Accounting for staff costs
The Bark applies 1AS 19 Emiptoy2e ban

in 15 accounting for mast of the camponents of staff cosrs,

Short-term employee benefits

Shor tern emoloyes Lenefits arn wxpensad as the related service 15 pruvided. A liatnhity s recognised fortha amount expectad to be paid

i rha Bank has a prosent legal or conslruchive obligaton to pay thas amount as a result of past service provided by the enmployec and the

abilgation wan be astpnated retinbly

Defined contribution plans

Obligetis

forcamtnbabons to detinad conrnbuhion plans are eipensad as the related sorvce s provadad and racogmised as personmel
expenses n profil o loss. Pregand contabunons are recogivsed us a0 assetto the extent that a cash retund o a reduction in future payments

s avadailh-,

Share based payments

cuning ohicy.

Share basod payment arrangsnests for the ac

2017 2016
£°000 £000

Staff costs

WY s it il e 12,014 [PV
. 1,408 300
1,094 577
4,308 3.3
497

Total staff costs 19,321 11,580

R T T I Y
- - Oy

s :
Lo st

N . T N U
postatt et 1) Py 00 S

P IS I AR

T N L SR TN P BRI IR E SR T O S S T Y B

R
EERS TS FR

2017 2016
Average monthly number of employees during the year

T S R T I U LF I T VRIS TE T 108 O
Al e 59 LN
LTI R a1

Total 216 94
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MNotes to the financial statements (continued)

5. Share based payment arrangements

Accounting for share based payments

Employzes may be entitied (4 receive remunis

isann the form of share options to reward slrong long term business pedformance and to

meentivise growth for the futyre.

ma with iFRS 2 Share Based Payrnonts, tho oast of the e

Moyas services cedsivod in respect of the share

ions granted s recoqise

i tha income statoment over the perod 1that eimployecs prowde services . This is genenlly the pe

ind m owhich the award w granted or

netdfed and the vesting date of the ophons.

The everall cost of the award g caloulated nsing the number of options expectad (9 vast and the fair value of options 2t the date of grant,

Foraquity s

o cpbions the faie value s ser at the grard date and recagnised as a0 empioyes eaxponse vath g corrasponding increase in

2quity owver the p that tie

wmployees Locome ansondinonally enttled ro the swards, For cash sattled optinnas i

s lar value n updaterd

At each raparting date, with the cash settlenent bailt up e other liabifines cvar the vasting penod.

The: fair value is o

o Marton vahiation models whieh take

e using Black Seholz SAacconnt the werams and constinns attached o the

awards  [nputls inte valuation rnodels ineiude the risk fros mtorest rate, the oxpacted volatilty of the Arom’s share price and other various

factors which re o performance conditions attachod ta the award  Ag an ualisted ontity shara i vilatilty is estimuared using th

!»M_,rh;.rmm:c preers histed on the Lo

don Stock Brchange

Fovrs Ldmes by mon b e it 3

Contractual life Method of
Scheme Qverview of options settlement

Build the bank share scheme A SRR SRR

. . [T
forhe carhost

v Al

Annual performance share scheme {APSS) -
2015/ 2016/2017

Long term incentive scheme (LTIP) D N T R T R R AR T L IR Tk Ty Lo

Joint share ownership plan (JSOP) D P T T AU TR AR TE SULEPILI AT B I Pl ERERE

ol Heporr o 2016017 X Lolaterrienis




Notes to the financial statements {(continued)

5. Share based payment arrangements {(continued)

Method of settlement

A 20T A

CAKITL Y v ahe ]

P T L ETRT R N ST TS ¢

Employee Benefit Trust

L e Ry T e A A g

Option valuation

Fior s e roem et 1 toe st [ T Y T I TN Ay Ve, gt RELITIN A e st sl
In thousands of aptions BTB APSS LTIP JSOP
Qutstanding as at 1 April 16 4,000,000 3,536,497 528,334 -
e e g e {12,000} (18,563) -
Faerainod doragy the oo (53,000 {331,813}
Graniedvtin o boe b 2,782,325 99,250 4,000,000
OQutstanding as at 31 March 17 3,935,000 5,968,446 627,584 4,000,000
Frxoore onabede 1ar 3V M h 7 3,935,000 1,544,324 - 2,000,000
75 0.601 92 0 oM
9 years Q years 8 years 10 years
[N} FEE AN i s NS A 115 35 115

oo T Trosarical shal-regrsiy
Aovpwgal Rt - 2015 01 Frvanoal sial-teants



Notes to the financial statements (continued)

5. Share based payment arrangements {continued)

in thousands of options BTB APSS LTIP

i 44 iCo 33
The fnry i o T enarn aw et ise eecd e B0 7 pran carnare Sotades Moertoa Sl base e b

Y
WY

115p
100p
0.001p
27%

R

RERIEE

I TREN SRS TN

0.23%

S, Owe T e |

Bt e At

Critical accounting estimate
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Notes to the financial statements (continued)

6. Administrative and general expenses

2017 2016
£000 £'000

L By TAITIDIE 3,138
[RERRE LS 2,858
2178
1.591
1.374

Total administrative and general expenses 18,139 11,769

Thie RIS vl sttt SR Y s grm b Bana b o e

%30k LT N a0 ries Copmto it 30 Lot ot sy

IS IR INIRTE PR o i ludoss e ooy Vi s odTw e e ety taat s sty bac e

Macde g st af £2 TFEVI0 A FT S8 Db oot e aeeenad el Baneicds ol cE Lostoamies seae g e bt ey e ket
Aepd o et B ths e o F e e e sberannte e s S1ADK {200 FAAL Al an s For pies penioas’ asaeerde e o

v e s w s EDTRIZDTE Bl ane g tan o Losony vas £ 0K E0T4AL £7
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Notes to the financial statements (continued)

7. Amortisation and depreciation

Accounting for amortisation and depreciation

Accounting poticies relating to amertisation arc s<t outin notes 28 and 29 respecnively,

2017
£000

2016
£000

3,152
265

Total amortisation and depreciation

3,417

T ZRATFR ARG ATl L ey el st e s an D e s e i

ity oo

>
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X
i
&

Fomaryr ezt glansrmont
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Notes to the financial statements (continued)

8. Taxation

Accounting for taxation

incama tax o the profit or loss comprises carrent tax and deferred rax Income toxas regngrused in the income statemant <xceptio the

extent that it relates to tevns recogrised directly 1o sharchoiders’ aquity, in which case itis recogrised in shareholders” eguity.

o ar sabstantively ecacted by the

Curcent lanis the tax expacled 1o be payable on the texable profit, catcalatad using tax rates enac

tdaie, and any adjustme s 1o tax payabic inrospect of previcus year,

nporary -Ht o shoet and the

Ty 2s3sets and hatnhtioe i the bala

ciresl Laxis racognised on Ve carryineg remounts o

amomits attributed 12 such assats and Habmves forax purposes. Doeforred tax i are gonerally recogirised for all texable e porary

ST IR TaTS RS I

deed Lo tho Sxaent i s rrobable thot s profins wail Lo avatlable aganist which

arrmd tax ass

A e ng)

mary dgiffzrances can -0 unisod Doferred raxis dararmmned . w5 anu fegisianca i foree atthe hal shieeot

4 to apply whon the 4 dan azael s realised o the defered tax latality is se

2017 2016
£000 £°000

Lovge i oo ey At az212 TI05T
Staderd ot o d o T Lk 20%

Expected tax credit 8,442
e mimenndody me td, (12
44
(2}
(8.429)
43

it Taxr

i p VTR

L el

St bl rane e

Aocoda Rapest - 2004717 5
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Notes to the financial statements (continued)

Lending and credit risk

This section provides information on our lending and the provisions held for credit impairment.
As a retail bank we use the funds deposited with us to lend to customers. During the year we
have started providing secured loans to small and medium sized enterprises and mortgages to
individuals. As the principal risk of lending, disclosure is also provided on how Atom manages
and mitigates credit risk.

9. Managing credit risk

[ Sl e T Tk RIS tein e et vy th P R H
[ET . By 1
e T e e d il s e nee e a s e Es e 3 T 0 e L e e et rn g T e
creed 1 fimg 1a D ol froeapnaleb o Thigg uaa'i, o g !
cochangE s d v o nste e s e b C el AR i ver 1 rise T The ok Fore s oae i g

e s et an i bencbinegy anpeapnare rshom Lgoabion

Retail Credit Risk Mitigation
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Notes to the financial statements (continued)

9. Managing credit risk (continued)
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\ Notes to the financial statements {continued)

10. Loans and advances to customers and impairment
allowances

Accounting for lending and credit risk
i} Classification and Measurement
Unigdaer IFRS 9 Mot

ryes and BBSL loans are re

oinpenon. Subsequerntly both prodacts are classified and

redd ar ameiissd cost gy

* As

maturity, Ther

sHne lending isto hold the tu collect contractual cash flows to

1 e Bistonc sales and there are no current plans 13 seilthe assots for far value g

5 of prins

s dstas 1o cash fows tiat ar

* Too contaastial tenns of the ioans give rise o0 specb ¥ eyt

sres Uhat give dse te significant other cash flows

prncipal amannt gutstandi Handing parodos s witk na feat

reni Laan Note {ses page 59 for adl instrueeent under IFRS 9. This s bacausa the

is comsiderad 1 be a contractually lirk

prayrnent on the noy

is contractuatly linked 1o payments rec 4 on a pool of other instruments,

aria for contractually finked instnureanis are determingd wsing ¢ ock through” approa

G

i rofative to the poot of anderlying insirume

v Thi

ders oth the characts

pproach looks at

strime stins of thase

itsif, a5 wak as through w the poa! of underlyi istruments and cor

wriying st nents and the expnosire to credit

The Structired Lean Nota i<t

SPR and the an

v that o

ld at amaortised cost as Lhe note itself givas nee 1o eas
@ SPP| o th

flying p

principal autstandin

we conteactual cash flows tha

Containg ERRETH

Impairment

FRS 9 reqguiras o unbiased for

ared looking informaton and s apphcable 1o all fira:

Al Amnem

sao] COST, 7 finanuial assets at FVOT aed loan commibinents. dinto the foliowing

The guidarnce reqguiies assets 1o be dassi

threa sfags

ant increaze in credit risk singes mitial recagnision or that ha dit rigk at the e
=3 cradit losses {(ECL) &

monrh ECL are the expe

* Stage frinstrunisigs that have not had a sigoif

date. Foribe

el

o and interost revanuae is ¢l

2-month expec

tard onthe grass Carrying

amanal of <o credit lossas that resudt frora slelault evenls that are expectedh witban 12 months ofte

the renorring

witial recognition bui that do not have ok

» Srage ZDsstruments thar bave exporionced asig HLncrease in oredit nzkosin Ve

ickenae of mpzai e Forthese gssets, diletime ECL are recognisad, bt interest iacorme is shill calculated an the Qross carrying amount

W
of the asser Liferine ECL are the axpectod cradit [asses that rosalt from all o detaunll wyents over the cxpected [de of the fiangar

rvshrienent,

o Stage 3nchides financar assms that i Fuor thes

veplpectivis evidence of mpainosnt aume repae:

BRI RTINS RIS natedd on e ot carrying atoount

andmsethedolngios:

* ECL model
Cradir Losses are tag @ fer of the Fiaar e shrstnerert discnnnted 2t
thn: s tamamdy oy !rthpiy-ﬁg ot
frems 1 Al a0 A d 1
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Notes tc the financial statements (continued)

10. Loans and advances to customers and impairment allowances (continued)

» PD rapresents the Hedihood of 2 custrimer defaulting ontheir loan, The 12 month PD s etther taka from a behuviourai or application
9] oI

scorecard Thisis thep extrapolated tsing histodc industry data to caloulate the Bfetme FD.

* EAD is based o the amount expected 1o be owed at defaalt over the next 12 months or over the remaining

o GO s rhe expectation of ioss an a defaultod exposure.

* Determining a significant increase in credit risk since initial recognition

a e se o croddst sk

Thaimpairment model tlilses Loth rolatve and absalute Gt

tify incrs

with

™
<«
0
o

o Mortgages abisolute 30 days past dlan or recent unsatisfied CCJ /£ default o the costomers cradn fite e indnding cred
other organisations),

o Mortgages relativer 5 two fold increase in ongination PO with a minenum 0.5% ingnes

* BESE al

* BESL relative rmios

solurer 30 days past due

1o watchlist. Numerous guantitativa and gualitalive watchist facars are menitored including changes in bureau

ol scor, formal ore

be laviot ALtions (.. winding up orders, CCls mesting of creditors), adverse changes i inanaal peronnance,

and sigmifieant ch 50 considerad,

ges in Directurs, Cutrent and forecast adverse changes in the cusiomad's geography and sector ars

riraria will be refined

Duic b alack of historic trading dara the stage sansiton criteria were set using industry leval data, Going forward o

sncs Atom spoafic trading daa s avadabice.

» Forecast economic data

LEGS

FRS 9 requires ECL 1o reflacr 4 range of possible citconoes and (o consider luture economic conditions. To achieve this the imod

scanarios Al of the scenanos have tBeen sotread fram an in

three ceoromic forecasts: base, upsice and downs apendort econoimg

consuiraney. Tne upside and downsicde s arios are caiaulatad from a rasge of ecancmic variabdes that are strossed arouandd the base case.
A algorithee s then agpiiod o select an upper anid iower seenana thar cach bave a 30% waig tiog.
tatistival snalyss has baen performoed to idontfy the macro econemic varialiles that are significant to BECL The changes in the vanables ane
¥ 5}

thon applied to PD,LGD and EAD with the weighted average of tha three scenarnos usad Lo Talculate the ECL

» Definition of default and credit impaired assets
Both Mongage ond BESL accounts are classibod as in defal

i if any of the following critena has bean miet. 90 days past due entered

forbearance: security has b
¥

Write off policy
Alia

5 written off, @ rpartaily orin full, agaimnst the related proviaion when the ¢ {5 from reahsing any available sacuring have Leons

wverd o there 15 rea vouny of the Bnss has b 2 Subsonuent reccvenes of amounts

vy andd the

s prsspect of re

ses recorehed i the staterr et

Lorvinsly writt=n alf des soarnoant abaaparinent i
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MNotes to the financial statements (continued}

10. Loans and advances to customers and impairment allowances (continued)

e, ;:-",‘)'."‘_'l"}'\_"r—':"_i‘""w"‘:'l’i‘\""v‘,':’:“',u: FE I B R T o €
BBSL Residential Structured Total
Mortgages iloan loans and
Note advancesto
customers
As at 31 March 2017: £'000 £000 £'000 £000
Gross carrying amount:
: 208 37 245 9% 17z
Total gross carrying amount 32,880 26,627 39,865 99,372
Less impairment allowance:
‘ [ N By
Stage 3oLl Sreditanpar s buas
Provision for on balance sheet impairment losses {156) (7} (163)
Net balance sheet carrying value 32,724 26,620 39,8465 99,209
Loan commitments
Cyemgs e Tl s 41 654 ED7D PO AL
12 month expected loss provision (114) (18) {132}
Total credit impairment provision (270) (25) [295)

Mortgages

| S FU S B I T DA fioT R T
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Notes to the financial statements {continued)

10. Loans and advances to customers and impairment allowances (continued)
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Notes to the financial statements (continued)

11. Collateral held and other credit enhancements

et i ae ettt et v men b B o it A D reg oy e e gl gl eag

et e e LS TH T e B s R T e T

Gross  Impairment

carrying Allowance

amount for: on:

As at 31 March 2017 £'000 £'000

Loans and advances to custometrs

BBSL

LTV ratio

Tvooe B0 11,048 68
AT = D 8974 37
v = 7o, 11,834 48
oy 9ce 1,022 3

Total BBSL 32,880 156

Residential Mortgages
LTV ratio
15,46¢6
247
2,490
4,455 1
639
517 1
2,548 4
145 t
26,627 7

[T R B TN P IR AR TR

Aeriiat Regeat - 2000017 Cpmamead slaloiie 1o



12. Credit quality

Notes to the financial statements (continued)

MR IR | f ¥ e RESRE T TN Dhop the reek At AsSment 3o matien
st bt T T L O I R T R TR I
BBSL
Gross  Impairment Gross loan Provision
carrying allowance commitment for loan
As at 31 March 2017 amount commitments
Gross carsying amount for: £000 £000 £'000 £000
1.8%8 1 5,561 3
14,241 38 14 857 24
15,411 107 18.056% 67
1,310 10 3117 13
32,880 156 41,604 114
1517 rry 1]
Mortgages
Gross  Impairment Gross loan Provision
carrying allowance commitment forloan
As at 21 March 2017 amount commitments
Gross carrying amount for: £000 £000 £'000 £000
17,792 a 33,955 8
6,430 2 20,588
1,257 1 4,073
772 1,235
424 841 3
26,627 7 60,712 18
IR v 1 g Ak S !
(I N 11 . (R
Anrgar Recors 2018017 Foommcal sialemenis



12. Credit quality (continued)

Notes to the financial statements (continued)

Gross  Impairment Gross loan Provision
carrying allowance commitment forloan
amount commitments
As at 31 March 2017 £'000 £000 £000 £'000
BBSL by loan size
A 4,297 18 8,269 24
6,956 37 13.664 44
5,062 32 14,685 34
13,565 &9 2,948 ?
£l 2,040 1
Total BBSL 32,880 156 41,604 114
Gross  Impairment Gross loan Provision
carrying allowance commitment forloan
amount commitments
As at 31 March 2017 £000 £'000 £000 £°000
Mortgages by loan size
12,715 ) 28,741 12
10,882 1 24,643
3,030 7,328 1
Total Mortgages 26,627 7 60,712 18

Arrrigal R

Froane.al stateeois



13. Credit concentrations

Notes to the financial statements (continued)

- [E ‘.;-_‘X;I'l‘. AU SR ARRTETESY R i A 1}‘[_ 1
iy
Gross  Impairment Gross loan Provision
carrying allowance commitment forloan
As at 31 March 2017 amount commitments
BBSL by geography: £000 £000 £000 £000
S ol 4,765 26 10,016 20
M 4933 25 8,349 23
Mok 18,201 80 16,147 54
2,156 5
4,981 25 4571 9
365 1
Total BBSL 32,880 156 41,604 114
Mortgages by geography
9,026 1 24 547 4
1,508 1 5576 2
5,831 2 10,959 5
130 285
1,168 3.481 i
7,873 2 15,459 )
1,091 1 405
26,627 7 60,712 18
s s Tab e e b b LG T 1 Lot b
w A Y [TRISN]
17 Forangal srateoreni,

A u Rapeit - ]




Notes to the financial statements (continued)

Funding and liquid assets

Funding is raised from customers depositing money in their fixed savings accounts. These
funds are then used to lend to customers. To ensure the Bank has sufficient cash to repay
customers when required, we are required to hold a minimum level of liquid assets. Atom’s
Treasury team manage the level of liquid assets and funding to ensure we meet the demands
of customers, creditors and regulators.

14. Managing liquidity risk

D cF e et ss e as ey ey ! by

IECTURN | et Tyl #1030y ‘ Freert T

by i g byt T L AT T TR TR [Tt fhe e Feare o fisko e B AL Foranagemanap ol
¥ ) ¥ i

e Py s omemra o by ALT T b emoate cn v by b,

Key liquidity risk mitigations
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liquidity metrics
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Notes to the financial statements (continued)

15. Wholesale credit risk management
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Notes to the financial statements {(continued)

16. Assets held for liquidity management

Accounting fordebt instruments held at fair value through other comprehensive income (FYOCI)
Classification and measurement

The majordy of assets held to manage liquidity risk are held at EVOC] as:

¢ The objective of Treas:ry in he

siding these assts iz 10 hoid ass

that 1namimiss an irerest rebirn, whilst havig o sufficient inix of fugh
crrality assols 1o sol when kauidity management requites addgitonal cash outfows.

e Thao ass

a debtinstrirments with ro

g

23 Lon the cash flows that a

toly nayments of prinsipal and wrerest on the

principal amount sutsians

i

inciuded within the FYOCEHategoary are i

amuterel are recarded through: QCL except for the recognition of inparment gains of Insses, intorest revenue and foraign exchange gains and

le,asea whivch are ree

a profit and foss, Where the iinancial assat is derecogomsad, the cuimudatizae gaim aruss previously recognised in
DOCHis reclassified from equity Lo profit or loss.

Cash 3o cash equivalents are carded at anwtised cost.

Impairment

Financial assets held at FYGC] are wathin the scope of the FRS 9 pnpairment policy described ong

age 54, IFRS 9 poermirs an exernption that i
ey e assurmed that an instamant’s ore

i risk has nal iner ased signt Tty since it

alrocog

mibon fat has a low credit rak et the reponting
it Such low risk mstrmerts are caregonsed as stage 1owith e provison based vpon a 12 month probebility of def
st thy

auldl. To apply the
instrursent s of inw risk. Azors bas applied The exemption wall of the FYOO) assots hel

srer nendlstn be avidances that t

A1 yoar

deligiton of irvestmom grade por the intorent aradin nisk pobuy.

2017
£'000
419,765
9,040
33970
20,752
10,192
13,295
87,249 13,559
507,014 13,799

Cash and balances at central banks
WMo oy Marior Rrinds

e By bt Secnndies LRAES

st Bk

Total debt instruments at FYQCE

Financial assets held for liquidity management

Anyw Hapopt - 2015897

Fiarial siateniends



Notes to the financial statements (continued)

17. Customer deposits

Accounting for customer deposits

Customer deposit habilities are ineasured at amartised cost in arcordance with IFRS 9. Depasits are recagnised mitially at{air value and arc
subsequently measuned ar armortised cost using th

affective inderest rate method, The amorised costis adjustad for transactiun costs that are
micLrred in raising the depost which is ther

agnisac in terest expense using the ofective interast rate method,

2017 2016

£000 £000
357,718 4
136,817 P

23,742

19,909

;- (126)
538,060 %0

AR S TRR S (TFIN A

N I L L JUTI U
Froerniia gtateme ol



Notes to the financial statements (continued)

18. Contractual maturity of financial assets and liabilities

L T T T L R ST T I B BT R o TP N T T IR TONPS TN PP I I EONPR L PSP
Over 3
months but Ovar é Over1 Over3 Cvers
Not more notmore monthsbut yearbutnot yearsbutnuet yearsbutnot
than 3 thané not more more than morethan morethan 14 Over 10
On demand months months than 1 year 3 years Syears years years Total
As at 31 March 2017 £°000 £'000 £000 £000 £:000 £000 £000 £'000 £000
Assets
T T e F R K MR TR 419765 - . - - 419,765
Ot it s g 0 9,040 2,628 5.099 3844 26,377 18,102 4,985 10173 87,249
[ERETARNNIR E T T P PRI . 577 487 282 4,687 4,224 51,205 37.045 99,209
Total financial assets 428,805 10,205 5,586 4,826 31,064 22,329 56,190 47,218 606,223
Liabilities
He 534 20,859 336,823 159,862 17,882 538,060
[REIRIETRA O T SR A 13 a0 71 124
T R Rt MR TR T o E 3,831 - 3,831
Total financial liabilities - 4,365 20,872 336,863 160,033 19,882 " - 542,015
Off-balance sheet commitments -
Lo e - 102,316 - - - - - - 102,316
Quer3
months but Qver & QOver 1 Over3 Over5
Not more notmore monthsbut yearbutnot yearsbutnot yearsbutnot
than 3 than 6 not more more than morethan morethan 10 Over 10
On demand months maonths  than 1 year 3 years Syears years years Total
As at 31 March 2014 £'000 £000 £'000 £000 £000 £000 £000 £'000 £000
P reetnd T s 240
[eaber et et oy 7000 GAYT 5 0
Total financial assets 7.240 3,497 3,062 - - - - -
Liabilities
. RTINS TR IR TOT TR 510 RN
Total financial liabilities - 5,322 - 6 4 0 4] 0 5,332

Avpngat Rapost 2018 10 Loratnlal stabsinends



Notes to the financial statements {(continued)

19. Contractual maturity of financial liabilities on an
undiscounted basis

[ETHITEL 4 |
bt AR
Over3
months but Ovar & Ovaer 1 Over3 Over5
Not more notmere monthsbut yearbutnot yearsbutnot yearsbutnot
than 3 thané not more morethan morethan morethan 10 Over 10
On demand months months  than 1 year 3 years 5 years years years Total
As at 31 March 2017 £'000 £'000 £'000 £000 £'000 £000 £'000 £000 £000
s Dopeaity 1,339 21,768 344070 164,501 20,869 552548
wrhrane o abil T 3,558 . 3,558
Total non-derivative financial liabilities 4,897 21,768 344,071 164,501 20,869 - - 556,106
AL I S L T EE N A e 15 543 504 1.062
(9} (606) (734) (1,349
- 4,897 21,774 344,008 164,271 20,869 - - 555,819
L E e e -
Lo 3T i T M g 102,314 102,314
Yotal off balance sheet commitments - 102,316 - - - - - - 102,316
Over3
months but QAver & COver t Qver3 Overs
Notmore notmore months but yearbutnot yearsbutnot yearshutnot
than 3 than & not more more than morethan morethani0 Qver 10
On demand maonths months  than 1 year 3 years 5 years years years Total
As at 31 March 2016 £000 £°000 £'000 £000 £000 £'000 £000 £'000 £'Q000
LT R ‘. 4
Total financial liabilities - 5,322 - [ 4 -

O

e I

Anrat Repot -

Fioanoial statorments



Notes to the financial statements (continued)

20. Accounting for financial assets and liabilities - fair values

Accounting for fair values
All finang

hability rmay continue to be hel

Pinstrumerts are nitiaily recognised at far value on the date of initial recognition and, depending on the classificanion » the asset or

at fair value either through profit or loss or other comprehensve mcarme Tho far value of a finanaal instrument

is the price that is estimated that would be received to sell an azset or paid to transfer a bability in an ordedy transaction brwwean market

ffrants at the reasurernent date. Wherover possibie, fair value is dererinined by re Sto a queted mwarket price for that instrurnent.

SR ATe I ars] Va‘:lati-’,‘-!\ \71('\(,;{(;-5.\' Ard ZJQ!’EU‘ o mslimaie

Far sorre of the instruments haedd by the Bark, s particular denvatives, quoted prices

the expactad cash flews under the ternns of 2ach specilic contras cndiseount thase values back W a

QoA

FRS 12 Far Valoe Measuramoent requires the Benk to classily e assots and habiitos aocorhng srarchy that reflects the obse

5 The three levels of the fair vaiue hierarchy are defined nelow,
¥

iahiiities,

1 pnces i achve marksts for identical assots o

Pivarke t prie Corvaluation techoinues are used to dotormine fair valie and tho

npLts are based significantly on observaole rearket data.

Bl

s Level 3 portfohos are those where at laast ane inpat wehich could hoave o sigificant effect on the instrament’s valuation s ner based on

absoryabile marker data.

Level 1 Level 2 Level 3 Total
Ag at 31 March 2017 £000 £'000 £°000 £000

Assets

Mhezher

L AN LA R A

Worey ek o s - 2,040 - 9,040
33,970 - . 33,970
T Tt s 20,752 - - 20,752
OGBS 10,192 - - 16,192
B P T A T E L R S LIRS TEIR B TSR PR AR TFETRTRHS B By 13,295 - - 13,295

U

Liabilities

Plor vt vns s

. - (124) - {124)
Total 78,209 8,916 - 87,125

date 17 Foearigeal shalwirieoly




Notes to the financial statements (continued)

20. Accounting for financial assets and liabilities - fair values (continued)

Level 1 Level 2 Level 3 Total
As at 31 March 2016 £000 £°000 £000 £'000
Assets
bt il
s PN & 5F
Total 6,559 7,000 - 13,559

Loyl Ryt - MGLGLLT Fanannal st e



Notes to the financial statements {(continued)

21. Amortised cost assets: fair value

Carrying Level 3
value
As at 31 March 2017 £'000 £'000

Assets

A AR

32,724 32,724
Roxondentosd Mg < 26,620 26,620
Stoactige p Ll N e 39,865 39 845

Liabilities

/7\1 P

e {538,060} (542,717)

C e

orn e ey Griaeae ol s b b s denioe o froant g e chade cash bowen o Ay thiat

it tho ettt e Prra bl crerde o S e ar o siGE bt B ren o5 et e S
W e
thoad

- i
BRI

-

»

T 2y IR RTINS r ESEaT] e s for ey et !
e i
e ELERNEITS RESE TRVELS booashoand By avanc s abc oo bk s 1w thi voop ot S b T 14l thra
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Notes to the financial statements (continued)

22. Market risk management

cr Bases Rien, Al fea oy

foor o
Key interest rate risk mitigations
AT ; S g freend A ey o e E e e by e e B B N A
e v oLt oty
1A ks B T Erest e o
Gt ate, et T An T nt At el ot the
g
o Doasrinngs T I R U L

IR AR TITS TR SIE

J

cnomeret e e

ERSE SIS INES

IR TELaTrS St O TR TR S T R SRR IR B

SUTSON
R LR R T yy 200t

P Elerest foen <IN ity T ST e e Rk 3 opeartne

il BN SRR UEPTORN AT Tl e L] et 3
R
Net Interest Income sensitivity
5 RN TSRt SN R TR B [ . ‘ ERCANTS Tty IR CND s e e
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Notes to the financial statements (continued)

23. Derivatives

Accounting for derivatives and hedging

Dernvative instrumants are contracts whose value & Jdenved from one or raore underying financial iestruments or ind defined in the contract.

25 TG NAnage Cur INterest rate expo

To date we have only entered into interest rate swagp deriva

Farvaluas are caloulated sy valuation techniques, incuding discountad

All derivetive finandial instrierments are recognised at their fais value

caxsh flow mod a5 gssets when thaeir fair value is positive

Is, warth snputs obtainad from market rates, Derivatives are carmed onthe bala:

fair valu

ative, Changes in the fair value of any dervative Inztrarment are recagnised imened

aned as liauihties whers

ardad on the balance sheel,

oA ara ot re

Hedge accounting
IFRS @ hedge ac

¢ badges of tha interast rale exposure ol a porfolio

oumiog, apphies to all hedga refationships, with the excegtion of fairv

of Ginancial asse ts or rancial Sabshitios (commanly referred as ‘Fair value macro hedges). This sxception arises Bodauss= the 1ASE has a separate
\ r

o can vither con

project o address the acceunting for macrs hedges Inhight of the abave 1FRS D provides an accounting palicy chaite. enn

ue to apply the hedue accouanng ragquirements SHIAS 37 untilthe macro hedging project is finolised, or they can apply FRS @ {with the scope

3 Ths ac

ws of mtarest ratar

eaceplon oriy for Lairvatue imacra hee urtmg policy choce will apply to all hedge accounting and cannot be

g by hodye hasis. Atuie has chosen to apply [FRS 9.

s beddpe the interost rate nsk on the fixed rate costomar deposit product. Hedge accounung

syear end derfvatives war? en

Tal st such a5 a lruan

iows ans Fngncalmstrament, generally a derivative such as a swap, to b dusignated as a herdge of ancther fina

tianshig, formal documantainsn s drawn up spacfying me hedg-

incaphion of the hed g0

Qg atrategy, e hedged ten g mstrumienit and the mieth odology that witl be used o neasire the effectvanass of the herlge

sebygod sk

it offse

rolatisnshiy

g changesnthe Divvalue of the

2 effactiveness of the hedging relan

Th hip s testod both at incepiion and throughout its Wfe and if &t any pontitis conchidea th 0

fonger bughly offsctive in achieving its docomant bpective hedye accounting s discontinued

or habilities tarr value hadues) or baedges of highly prebable

Digrivatives are tlassiied as sithar hedges of tho dar valus ofrecognised assets

a1 classifiecd

wted hedges 3t e year 2nd have L

o hatilives (rush o hedgas), All de

future cash fiows atcbetable to rece grsed as

4 crirsctly in i

b 2 farvalue of the bedged aeser o labuliry and the bodgmg astromaent are recognis

as lalr valioe, whi A any changes in

PLOTIIE SIAT

i 3 e P oy et
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T ton
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Notes to the financial statements (continued)

23. Derivatives (continued)

. i
T o T BN EIRT S NE RS LIRS TE
tee i ternng od ey eat anor etar
Tt b
[ T S T Tk TS R '
. i A allt thiee o SN P B R VIRTS N TREE I TPIRNITRFS PR B T ot S TR
. LTI P PR T ta PRI T | Corta de oAt ek et I
b by T ETR B TUPR SN TR RCV R, o i
‘ T dely g s omaen redarfn e st
- S . - \
[ T A AN A B O T T T e O N L ST RE Gt i e el d Tk
Aepista s bt vineter [ R T RTINS TR |
L i . . R .
Foll et 3ed im0 30 reeat ey bbb i o ilifne T yalus TR R R PO e R T I I PRI ARE TR N Tl B PR AL TAR et
by Ty
o i - s L
Fie I dler b te gl The Tty (ma

A
78 fan

GRTPAL ey

CPNTU I TEer

ot gt e e e !

Not more Over 23 months Over 6 months

than3 butnotmore
months than é months

As at 31 March 2017 £000 £°000

but not more
than 1 year
£'000

Over 1 year
but not more
than 3 years
£'000

Total
£'000

e e oeteb sy e 15,000

Nemiiraly e o0

291,100

123,200 429 300

As at 31 March 2017

Nominal amount
of the hedging
instrument
£'000

Carrying Amount
{asset/(liability)

£000

Line item in the
statements of
financial position
where the hedging
instrument is
included

Changes in fair
value used for
calculating hedge
ineffectiveness
for 2017 (income/
[charge))

£000

cegr FE ey

Derivative liabidites
hetd for hoedyging

LaIrposes

1124,

Anrnaat Repor 2010017

Firangal siatemmais



23. Derivatives (continued)

Notes to the financial statements (continued)

Troan o v A
Accumulated Changes infair
amount of fair value used for
value adjustments Line item in the calculating hedge
onthe hedged statements of ineffectiveness
Nominal amount of item (asset/ financial position for 2017 {income/
the hedging item (liability) where the hedging (charge}
As at 31 March 2017 £'000 £000 ftem is included £000
B SRCITAI 429,300 126 Customer Deposits 126
Offsetting
RN TSR TS IR it At e repeets Prareial assers A e ancal losb i ines oo e Boses onoeg bal o
Sty of thores sstrrbe roc s e A s a1 m e o T el e 1T s S

perdtle i b Ly sl sy The Byt oo

boaly .

LR R IO S FYRINTU R

Sty A

honTs 2l ey B

Net amounts

reported on Cash
Gross Amounts the balance collateral
Amounts offset sheet placed Net
As at 31 March 2017 £000 £'000 £'000 £°000 £'000
132
i (124 78d Lo
b A i e et b FRRI T, i
Al Peport Fiz UL




Notes to the financial statements {continued)

Capital

In order to protect customers as a regulated bank we are required to hold a minimal level of
capital. To date this has been achieved through equity issuances to our investors. This also
provides the investment to build and grow the Bank during our “start-up” phase. This section
provides information on our share capital, retained earnings and other equity balances. It also
provides a description of how we ensure sufficient capital is maintained in order to meet our
regulatory requirements.

24. Managing capital risk

TR EELETSS B SR FAVL PN TS TIRL IO PRI R LRI 1 T BRI RN

T eninnees for

LSRN
P f 1 Pk A o]t Seoar osets capral bk qpeeet te ot s AU ety managodd sonh noesgratary ratuos ey s ey
b 3 ! 7 . . ki H ¥
IR N L LI
1k i, Sanateasen oo e ERY Loatab ot s
1 i o Ceag veongh Lo t H Ty e
Key capital risk mitigations
Te s ts partan ey g e 3 ] [ | Coarsois ortho eyl rapd fly o gy wwgs b ke A et

Ctasts owhe o

CERET e 35 e ein Ly
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Notes to the financial statements (continued)

4

24. Managing capital risk (continued)

T fab fosr ™y bl
Key capital risk metrics
AT s ey e e s e et an RIS TITRE S R T B o N TR | di T CR 3 wan inerd
Gmorei ot mpeeeatrat o phas ot it L [T [ ETAIT PRIV, ST SR FATHIERN SR P
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25. Share capital and share premium

Accounting policy for share capital

Notes to the financial statements (continued)

Shares we dassifierd as equity instrurments whan thare is no eantractual nhiigation to deliver cash or othier assets 1o another onury on terms that

tay be unfavourabla, Ordinary sharss are classified as cquity,

Ordinary Total share
shares capital
(£0.00001 Share Preference and share
Number of each) premium shares premium
shares £000 £000 £°000 £'000
As at 1 April 2016 74,573,229 1 54,996 - 54,997
I N T I s 108,679,008 1 112,864 112,845
Exjeatiges ofiss (h44) {544
St bos o o der sl Dl 384,813
As at 31 March 2017 183,637,050 2 167,316 - 167,318
Ordinary Total share
shares capital
{£0.00001 Share Preference and share
Number of each) premium shares premium
shares £°000 £'000 £°000 £000
As at1 April 2015 27,135,090 - 15,557 50 15,607
Poligriag - 47 A3 107 J1ET4
T A4
fornbarces . T 150
74,573,229 1 54,996 - 54,997
i L EUNGRUNSEAIRN E o y W RV
Lt et by
g B o~ FEEIE st
A Pl an HIERSE N !

Avrvey Regort - 201847

Eieamea

Vb gl -
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Notes to the financial statements {(continued)

26. Other reserves

S PP I SRIRE R IR ISRt LN F RS TR IR

Group Bank Bank
2017 2017 2016
£000 £000 £000

324 326
VT Doy 7,809 7,809 Joon
Ly AN U sy sl {136)

Total other reserves 7,999 8,135 3,501

, . . Sy . ~ e P e T Lo A T A et .
Fregbitin oo alan, e ipe e [0 PRI TE S TRV H O R A R TR P sasaets N ] ar FV SO el tre asey sbugrees oF 00T 120 VATt e tha
;
e te for "

Aeneat Paport 20160170




27. Regulatory capital

Notes to the financial statements (continued)

2017 2014

{unaudited} (unaudited}

£'000 £000

Shareholders equity per the statement of financial position 103,946 29.296

i (30,546]) iy 3any
Ppden SR Lt 87)

Commeon Equity Tier 1 {CET1) capital 73,313 9,955
Rooqnraory cned Uesk vl srm 295

Total capital 73,608 9,955

Risk weighted assets 157,394 -

Common Equity Tier {CET1) ratio 43.9% 25.2%

Total capital ratio 44.1% 25.2%

Tho By Lo

Anruat Peporr 2018 LY

ot bl e o T T e e T N O e

ety i
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Notes to the financial statements {(continued)

Other notes

This section contains other mandatory disclosures that are important to understand the
performance and position of Atom.

28. Intangible assets

Accounting for intangible assets

Intanble assclawink foits usehal lves that are scgoined or built ane Zarn

i at cost less acctanudated amortivation and impairinent fossns

il assets with g sasoful fves tha are carned al nost ioss acounm

et SSas, Ao

RIS TSI TIC Iated smpair HES T Ta LR

racognisead on a straght e basis over thelr ostrmatad i lves, The estrmatac aseful Bhz and arorisation methand are roviowed atthie end

sach reporting ponaed with the affeor of 3
3 ]

drges in estirnate Faing A, Thoeuseful

weounted for ona prospectya

inrangible assetis as follows.
g

iy ficanen iy assurned 1o havae an mdefinite life as thers s no foreses

s Dasking Licence. The ba

I fimit 1o the periad v which the assel(

is expe cted 1o gene

o boencias for the basimess. Costs relating ta obtaming this asses are bold ot cost and are not hoing amortised.

* T Infrastrucrire. 5 yoars
* App Dav

foprent 7 ye

telate, the Bark o

ws e carrying amounts of fs intangibl

2 amsets 10 determine whaether there o aay indication that those

assets have suffered an fmpaisment loss, of the asset is estinated to determine the extent

i, th
o the caryimg arnoant of the

any sucli

Fthe imparmaent loss (fany) the recovarabls s than its

Ay AINOL ‘,a(?y%ﬂg arncing of the:

s redusaodd 9 s resove

aunt, Whiors an imiparmion (ass 5

aquently rove

[B5 tg increasedd to

thi reviset el

nate of 18 recovaraiie Ale e Bog so that the increasad canying amount does n6t xceed the carrying wmount that wauld hoawve

.

ndeterrmneed kad noimparment foss boen recogised for the

ately in profit o boss unless the refevant asser s carried at a revast

arnount, in which case the reversal of the impairment loss s treated as ¢

revARLIATION INCTe s,

Research and development expenditure
Rise

the ncones staloment excentwhors the Directors are sabisfieor] as to thie technical com:

areh expendinure 15 we

off rothe rcome stalament (o the porind i incurred. Dovelopment expenditune is alse wrme

and finaneial viatliny widual projacts [neach

cortens, the

fabde expandire s capltalised and amomsed over fretieacl ok ALQrm i5 ear




Notes to the financial statements {continued)

28. Intangible assets (continued)

iT
Banking infrastructure
license and software App Total
£'000 £'000 £'000 £'000
Cost
As at 1 April 2016 887 12,889 6,050 19,826
fet o s 10,391 3,266 14,357
As at 31 March 2017 887 23,280 10,016 34,183
Accumulated amortisation and impairment
As at1 April 2016 - 485 - 485
Ao, ;"';;H';jp 2,283 864 3,152
As at 31 March 2017 - 2,773 864 3,637
Met book value
As at 31 March 2017 887 20,507 2,152 30,546
Cost
As at 1 April 2015 290 1,266 1,440 3,696
Ardlisunients [ Mz [y
Acieitina 5 R AL 15473
Wit ot IR [y
As at 31 March 2016 887 12,889 6,050 19,826
Accumulated amortisation and impairment
As at 1 April 2015 - 1 - 1
> ) 3 344
TR 497; ANz
As at 31 March 2016 - 485 . 485
Net book value
As at 31 March 2016 887 12,404 6,050 19,341

= Favanoial T talgmpntg

o
58
oo

Annaal Paoary 20



Notes to the financial statements {continued)

29. Plant, property and equipment

Accounting for plant, property and equipment

vlaiod doepregiation and

et Lo the ass

v, plant and equiprent on a straight-line bass over their estimated

tior s provided An the deprociable amount of de

wseful coonomic ves. Deprecaton rates, methods and the residual valies underlying the caleulanen of o

anc equiprnent are kept under raview ro take account of any change In circurmnstasces. The Bank uses the following annual rates in caleuiatng

dapracation.

* Cixtiiros and fitings 5 25 yoars

cand T eq

liprment 3ya

Impairment of property, plant and equipment

At each balore sheat date properny,

2HEE S \hﬂ:( bty an :('lpa;r'n;e.: img;'alrrl\.{‘r'u‘ [ 3y c\)yrwprisg 1 COHTIAL 00 (‘»f lhE? u‘?!’l'y;:\c_; A

amunt which s the bigiver of the assets net seiling prce and fs vaws i usa,

s are woiten down by the amoont of any imipaimnent and this ioss w gognised in the

The cacryng values of lixed ass
penod in which d occurs, A previotsly rerognisad mpairment foss relating 1o a fixed asset reay Do revorsed npart o in fulf when a change in

circurstances leads o a change i the estimates usad so deterrmine the faed assets recovaratde amognt,

it e

iation of derns of property, plant

Fixtures Office
and andIT
Fittings Equipment Total

£000 £'000 £

000

Cost
As at 1 April 2016 239 410
Aerdri oo 150 353

649
503

As at 31 March 2017 389 7463 1,

152

Accumulated amortisation and impairment

As at 1 April 2016 28 137 165
Deprer v marge &8 197 265
As at 31 March 2017 96 334 430
Net book value 293 429 722
Cost

As at 1 Aprit 2015 159 243 402
At e 3 147 247
As at 31 March 2014 239 410 649

Accumulated amortisation and impairment

As at 1 April 2015 5 a0 45
T T RIS E Rt ER i 1o
As at 31 March 2016 28 137 165
Net book value 211 273 484
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Notes to the financial statements {continued)

30. Other assets

Group Bank Bank
2017 2017 2016
£000 £'000 £'000

280 280

48 48

R N BN E T S 8,245 g8 245
2,723 2,723 24l

50 50

Sy E 136
Total other assets 11,346 11,482 2,445

e gany Sonert e Tt e iy s, gty otk b s b et g boans wein o cash T b T b
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Notes to the financial statements (continued}

31. Other liabilities

2017 2016
£000 £'000

A Gt e dn, s reit s 3,558 EERics
A 2,520 JELT
Cast e Ty L Al 467

Total other liabilities 6,575 8,183

Arrpia’ fepaet 2010037 Frogamemyg ety



Notes to the financial statements (continued)

32. Operating leases

Accounting for operating leases

Atore applies |AS 17 Leases, for oparating leases. An operating lease is a lease whers substantially ali of the risks and rewards of the leased
assels rernain with the lessor.

Whera Atom is the lessee rentals payable sre recogrised as an expansa in the come staternent on a straight ine basis over the lsase.
The Bank leases office preruses ard office eguipment, With such sperating lease arrangemeanis, the assets kept on the lussor's
balance sheet and Alom reports the futuns rinimu lease payinents as an expense over the leasa torm. Surme of these operating loase
arrangements hava renewal options and rent sscafabon clauses, although the effec: of these is not marerial. No arrangements havs been
aontered 4o for cenhbngent rental payrents.

2017 2016
£000 £'000

Pyl e Wy 191 145
e 2 iyt bt e ar fives years 14 57

Total operating leases 205

Foast yoa end th

Ms catereed intn oo et oot foor full accueaton of the jroven et

e taes b e Th 0

o Dy P fes el oo ol e feass watl b TOOM0C v e

dopeeent o

“w
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Notes to the financial statements (continued)

33. Related party transactions

PoersTinel

robg PR A s D

-

coCaetten Teg eeeries aonied s ghicaar o tee tatl

2017 2016
Executive committee £000 £'000
W o salarnees 1,390 1034
819 Q37
[ETRNIP TR 143

Total 2,352 2,080

Srnare b

Ky g

- . . - - . ) . ..
0T ez A e de] pod] as those e the Bac utes Sonvridlioe cre'ianti any Dirertons Sorwhom ameoearts navs Goce separataly

chsin e ] el

2017 2016

Directors emoluments £'000 £'000
1,095 1437
2,207 248
56 0

3,358 1,528

-ENHIATR KR TR CR IO

Slare panod 3y e Ta

2017 2016
Highest paid director £'000 £000

Woagges snd alaies 303 e
1,267 HA
z

P Cuats 23
Total 1,593 450

oy e gate

Toeorgr ppgne Zooteracr e D20 TE 20y A rund rot A R L i Lot BN S B feeerriine fa Pt
£oraly
[ e VRTE (IS NP . ST doanm S s i S Pl SOk b Lo TR e 1t B
bt s wead S fon 1Hata ot . vy r TR Ty L e
Annuad Raport - 201617 Froancen sietsaments



Notes to the financial statements {(continued)

“w

34. Investments in subsidiary undertakings

sansen daten oy

odaak Ty thes yoare

Relationship

Whaolly wenad s oy

zmiployes: Trost

voann i Wl At b

s Al e sw as Avcre Danen Cothe Ll te paren
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Notes to the financial statements {(continued}

Independent auditors’ report to the members

of Atom Bank plc

Report on the financial statements
Our opinion
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Adequacy of accounting records and information and explanations received
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Notes to the financial statements (continued)

Independent auditors’ report to the members of Atom Bank plc

Responsibilities for the financial statements and the audit
Our responsibilities and those of the directors

s Respo s,

SRR AN I
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What an audit of financial statements involves
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Gary Shaw (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
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