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Strategic report

Presantation of information

Ulster Bank Limited (‘'UBL" or ‘the Bank ) is a wholly owned

subsidiary of National Westminster Bank Plc ('NatWest Bank').

NatWest Bank is In tum a wholly-owned subsidiary of NatWest

Holdings Limited ('NatWest Holdings’). The uitimate holding

company is NatWest Group plc (NWG’ or the ‘uftimate holding

company’). ‘NatWest Group' or ‘the Group' refers to the

. ultimate holding company and rts subsrdnary and assodated
undertakings

The Bank presents its financial statements in pounds sterling
(‘€ or 'sterfing’). The abbreviation ‘€m’ represents millions of

pounds sterling and the abbreviation '€k’ represents thousands

of pounds sterling. The abbreviation ‘€ represents ‘euros’.

The directors of the Bank present their strategic and directors’
reports, together with the audited financial statements of the
Bank for the financial year ended 31 December 2021. The
financial statements are prepared in accordance with
international.accounting standards in conformity with the
requirements of the Companies Act 2006.

Transfer of banking buslness .

On 7 April 2021, the Bank received Court approval fora i
Banking Business Transfer Scheme (BBTS) under the
Financial Services and Markets Act 2000 (FSMA). Effactive 3

May 2021, this transferred-the Ulster Bank Limited busrnass to .

its immediate parent; NaiWest Bank.

Principal activities

The Bank manages certain legal titles on collataral linked to
loans wiitten by the Bank where the beneficlal ownership
transferred to NatWest Bank as part of the BBTS:

Prior to the BBTS, the Bank, operating under the Ulster Bank
brand, provided a comprehensive range of financial services

. thnough its Retail Banking and Commercial Banking divisions.
Retail Banking served individuals and mass affluent customers
through the Bank’s network of branches and direct channels,
Including mobile, intemet and telephony. Commaercial Banking
provided services to small businesses, corporate and
oomm’erdal customers.

Buslness revlew
Following the BBTS, the Ulster Bank brand in Northem |reland
became a trading name of NatWest Bank. This simplified
- NatWest Group by aligning the lega! entity structure with the
management structure. The simplification ensures continuity of
" sorvice under the Ulster Bank brand, with customers
continuing to receive the same products and services through
‘the same channels. Bank employees became employees of
_~ NatWast Bank, with their benefits and conditions of
* employment remaining unchanged.

Financial performance

" The Bank’s financial performance is presented in the income
statement on.page 11. The Bank reported a total profit before
tax for the financial year of £10 million (2020 - £42 mrlllon
loss).

Net interest incomie N
Net intersst income decreased by £87 million to £39 million,
reflecting the transfer of the business on 3 May 2021.

Non-rnterast income

A £40 million reduction to £39 mlllan is driven by the transfer
of the business on 3 May 2021 partially offset by a one-off gain
of £12 million.on the cancellation of interest fate swaps on the
transfer of the bank'lng business to NatWest Bank.

'Operalrng axpenses

Operating expenses decreased to £68 mrihon (2020 £203°
mlmon) due to the transfer of the business on 3 May 2021.

- Impairment
. The negligible lmparrment credit in 2021 reflects a benign

credit environment in the first four months of the year. The

" 2020 charge of £44 million was primarily driven by an increase

in credit risk dus to the economic uncertainty created by the
impacts of the COVID-19 pandemic.

“Tax

The Bank recognised a tax charge of £3 million in 2021 (2020 -
£3 million credit). The current tax charge was recognised
primarily on the 2021 proﬁt.

Capital ratios

The Bank's capital position remained strong dunng 2021..11s
CET1 ratio of 75.7% (2020 - 19.0%) remained significantly
above the regulatory minimum. °

Outlook : :

UBL intends to surmnder its banking Iroenoe and will conﬁnue
to manage certain legal tittes on collateral linked to loans -
written by the Bank where the beneficial ownership transferred
to NatWest Bank. ' '

Risk management’

The Group has established a framework for managing nsk
which Is continually evolving. Following the transfer of the
business to NatWest Bank, the Bank's principal risk is
operational risk. The Bank's policies for managing risk-and its
exposure thereto are detailed in Note 11 to the accounts..

Stakeholdar engagement and 5,172(1) statement

This statement describes how the directors have had regard to
the matters set out in section 172 (1).(a) to (f) of the
Companies Act 2006 (section 172) when performing their duty
to promote the success of the ‘company.

. Board engagemsnt with s!akeholders

The Board's key stakeholder groups for the purposes of
section 172 remained customers; colleagues; communities,
regulators and suppliers. References to “colleagues” in this
Repoit mean all members of the workforce (for example,
contractors and agency workers).

Relevant stakeholder interests were considered by the Board
and management (as appropriate) during the planning and .
implementation of the transfer of the Bank's business to
NatWest Bank in 2021. This included regular liaison with
regulators and sodal partners .and communications with
colleagues and customers. For colleagues, communications
were leader led supported by central written mqssagirig. Core
throughout was facllitating two-way dialogue, allowing

_colleagues to provide feedback and ask questions.
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Strategic report.

.Funher information on how NatWest Group (which includes
UBL) engages with its stakeholders can be found in the
NatWest Group 2021 Annual Report and Accounts and at
natwestgroup.com.

Supporting effective Board discussions and decision making
Board and Committee Terms of Refarence reinforce the
importance of considering both NatWest Group's' purpose and
the matters set out in section 172 in Board discussions and
decisibn-making. Board and Committee paper templates
"include a section for authors to exptain how the proposal or
update aligns with NatWest Group’s purpose and a separate
section for them to include an'assessment of the relevant
stakeholder impacts for the directors to consider.

Directors are mindful that it is not always possible to _ach‘reve '
an outcome which meets the requirements, needs and/or

exbedations of all stakehplders who are; or may be, impacted.

Principal dec-slons

Pnncupal decisions are those decisions taken by the Board that
are material, or of strategic importance, to the company, or are
significant to the company’s key stakeholders. Below is an
example of a principal decision taken during 2021.

On 12 November 2020, NatWest Group pic announced that it
proposed to simplify the way it conducted its business in
Northem Ireland by transferring the banking business of UBL
to NatWest Bank under a Banking Business Transfer Scheme
pursuant to Part VIl of the Financial Services and Markets Act
2000 (the “Scheme”). The UBL Board had, in April 2020,
established a Board Committee. (the “Committee”) to approve
the transfer of the business of UBL to NatWest Bank and any
related documentaﬁon .

‘The Committee met in 2020 to provide certain approvals in
connection with the first court hearing-in respect of the
Scheme. In 2021, the Committee met and provided vasious

" approvals in connection with the final court hearing in respect
of the Scheme. The Committee received a comprehensive
paper which detailed the documents being presented for
approval and the intemal and extemnal reviews that had been
undertaken in advance. The paper also outlined the key dates

" and activities which would follow the Committee mesting

including the date of the final court hearing, timing for }
customer and colleague communications and the Scheme

-effective date. On 4 May 2021, NatWest Group plc announced

that the Scheme had taken effect on 3 May 2021.

. Following the transfer of the Bank’s business to NatWest
Bank, certain changes were made to simplify the Bank's
corporate govemance arrangements. These included, with

.effect from 29 July 2021, the non-executive directors of the

" Bank stepping down from the Board and all Board Committees

being:stood down. The Chalmman, CEO and CFO remain on
the Board to provide continuity and oversee transmonal
matters. Further details on these corporate govemanoe
changes can be found i in the'Report of the: dnredors on page 3.

Approval of Strategic report

The Strateglc report for the year ended 31 December 2021 set
out on pages 1 {o 2 was approved by the Board of directors on
21 Apnl 2022

By order of the Board:

. \,b'\’b %x{( A.‘U\

" Jan Cargill . '

Company Secretary .
21 April 2022

Chairman
Howard Davies

Executive directors
Alison Rose (CEO) - .
Katie Murray (CFO) T

Board of directors and secretary

Chairman
Howard Davies

Exacutive directors
Alison Rose C : !
Katie Murray ’

Chief G;ovema_nte Officer and Company Secretary

_ Jan Caryill

Other Board changes in 2021

The foliowing independent non-execuuve dlredors resugned on
29 July 2021 '
Francesca Bames

Graham Beale

lan Comack

Patrick Flynn

Morten Friis

Robert Glilespie

Yasmin Jetha

Mike Rogers

Mark Seligman

‘Lena Wilson

Auditors

Emst & Young-

Chartered Accountants and Statutory Auditor
Emst & Young Building

Harcourt Centre

" Harcourt Street

Dublin'D02 YA40

Registered office and Head office
11-16 Donegall Square East

' Belfast BT1 5UB

Northem Iretand

- Ulster Bank Limited . )
- Registered in Northem Irefand No. R0000733.
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Report of the directors E

The Strategic report contains information on risk managsment

and future developments in the business of the Bank.

Corporate Governance statament
Following the introduction of new reporting requirements in
2019, the directors are required to provide a statement in the
" Report of the directors describing UBL's corporate governance
arrangements and stating which comporate govemarice cods, if
any, the Bank followed during the year, how it applied the code
~and any part of the code it did not follow.

For the financial year ended 31 December 2021, UBL has -
opted not to report against a specific corporate govemance
code, given the significant reduction in its business with effect
from 3 May 2021 following the transfer of the Bank's business
to NatWest Bank, and resufting changes fo the Bank's
corporate govérnance amangements, as set out in this
statement.

Corporate governance arrangements in 2021

Until 29 July 2021, a common board structure was operated
such that the directors of the Bank were also directors of
NatWest Holdings (the holding company for NatWest Group’s’
ring-fenced operations), NatWest Bank and The Royal Bank of
Scotland plc (RBS pic). Known collectively as the NWH Sub
Group, the boards of these four entities met eoncurmntly

The Board had also eslabllshed anumber of Board
Committees with particutar responsibilities. The Audit, Risk,
Performance & Remuneration and Nominations Committees of
NatWest Haldings operated as committees of each of NatWest
Holdings, NatWest Bank, RBS plc and UBL, with meetings
running concurrently. -

Where relevant and appropriate, the govemance
amrangements for the Bank replicated those in place across
NatWaest Group, through the aperation of NatWest Group’s
corparate govemance framework. These included Board
policies and processes relating to Board appointments, 'Boa(d
composition, Boardroom inclusion, performance evaluation,
directors' responsibilities, remuneration and stakeholder
relationships and engagement, all as set out in the Bank's

. 2020 Annual Report and Accounts.

Following the transfer of the Bank’s business to NatWest Bank,

the Prudential Regulation Authority confirmed that the Bank
would no longer be considered a significant institution from 3
May 2021,the point at which all assets and liabilities that were
part of the FSMA Part VIl transfer schems had been
transforred from the Bank to NatWest Bank.

With effect from 29 July 2021, the following changes were
therefore made to reduce and streamline the Bank's corporate
govemance arrangements, reflecting the fact that it was no
longer a significant institution: .

® -The independant non-executive directors stood down from
the Board, with the Chairman, Chief Executive Officer and
Chief Financial Officer remaining on the Board to provide
continuity and oversee final transitional arangements. The
names of the current directors and secretary are shown on
' page 2.

® Revised Board terms of reference were approved, to
reflect a levet of oversight that was more appropriate for
the size and nature of the business and the fact that there
" was no longer a common board structure between UBL .
and NatWaest Holdings, NatWaest Bank and RBS plc. UBL
remained an entity within the ring-fenced bank but was no -
longer part of the NWH Sub Group.
® The authority previously delegated by the Board to the
NatWest Holdings Audit Committee, Board Risk
Committee, Performance and Remuneration Commitiee;
Nominations Committee and the Chairman's Commitiee
, . was revoked such that those committees no longer
operated as committees of the Board.
® UBL was no longer considered a principal subsidiary of -
NatWest Group plc, and as such Board appointments no
{onger required to be approved by the NatWest Group pic
Group Nominations & Govemnance Committee.
® Other govemance documents nefemng to UBL were
. updated as required. .

Engagement with Colleagues, Suppliers, Cuslomels and
Others

For funher details of the Board's engagement with colleagues
customers, suppllers and others, and how these stakeholders’
interests have influenced Board discussions and principal
decisions, see the Strategic repart which includes a section
172(1) statement on pages 1 to 2 and the NatWest Group
2021 Annual Report and Accounts which describes
stakehotder engagement activity across NatWest Group,

" including UBL.

Additional colleague-related disclosures .
The Information Included in this section is relevant across
NatWaest Group, which includes UBL employees during their
period of employment with the Bank until 3 May 2021 and as
employees of NatWest Bank since that time. ’

lnfom1mg and consulting colleagues
The pandemic has drastically altered the workmg landscape

_for everyone, accelerating the evolving relationship between

colleagues and employers. It is now more imporiant than ever
that NatWest Group listens to colleagues and uses this insight
to attract, engage and retain the talent it needs for the future.
The 'Colleague Listening Strategy’ — which includes colleague
opinion surveys; a Colleague Advisory Panel (CAP) that
connects colleagues directly with the NatWest Group plc
Board; the ‘Colleague Experience Squad', who volunteer to
provide feedback on.colleague products and services; and
‘Workplace', NatWest Group's social media platform -
contributes to a desper understanding of colleague sentiment.
NaiWest Group also tracks metrics and key performance
indicators which can be benchmarked with seclor and high-
performing comparisons. Further information on the CAP and

“its activities can be found in the NaiWest Group 2021 Annual
- Report and Accounts.

Ulster Bank Limited Annual Report and Acooqnts 2021



Report of the directors

A'total of 46,700 colleagues (81%) participated in the
September 2021 ‘Our View survey. The results show that
colleague sentiment remains strong, despite the pandemic.
Lead measures in culture, purposs, inclusion and building
capability showed continued year-on-year improvement (+1
percentage point each). Across all 15 measured categories,
NatWest Group sits an average of 11 percentage points above
the Global Finandial Services Norm (GFSN) and five points

. above the Global High Performance Norm (GHPN). '

Regular interactions with employee representatives such as
trade unions, elected employee bodies and works coundils Is a
vital means of transparency and engagement for NatWest
Group. NatWest Group is.also committed to respecting
employees’ rights of freedom of association across afl of its
business.. .
NatWest Group ensures colleagues have an awareness of the
financial and economic factors affecting its performance
through quarterly 'Results Explained’ communications and
Workplace Live events with the Group Chief Executive Officer
" and Group Chief Financial Officer. More information on-
NatWaest Group remuneration policies and employee share
plans can be found in !ha NatWest Group 2021 Annual Repon
_and Accounts.

Disabllity Smart

NatWest Group makes workplace adjustmants to support
colleagues with disabilities to succeed. If a collsague becomes
disabled NatWest Group will, wherever possible, make )
adjustments to support them in their axisting role or re-deploy
them to a more suitable altemative role.

The NatWest Grdup Careers site gives comprehensive insights

into NatWest Group jobs, culture, locations and application

<. processes. It also hosts a variety of blog content to portray
storigs of what it is like to work at NatWest Group. NatWest
Group also makes sure that candidates can easily request
adjustments or help to complete their appllcation or
assassment.

Internal control over financlal reporting

The intemal controls over financial reporting for the Bank are

consistent with those at NatWest Group level. The Group has

designed and assessed the effectiveness of its interal control
. over financial reporting as of 31 December 2021 based on the
> criteria set forth by the Committee of Sponsoring Organizations

of the Treadway Commission in the 2013 publication of

“Intemal Contro! — Integrated Framework’,

Any deficiencies identified are reported to the Board along with
management’s remediation plans. -

" NatWest Group's auditors have audited the effactiveness of
NatWast Group's intemal control over financial reporting and
have given an unqualified opinion.

Dlroctom Interesm
Where directors of the Bank are also dinactors of NatWest
Group, their interests in the shares of the ultimate holding
company at 31 December 2021 are shown in the Corporate
govemance, Annual report on remuneration section of the
"NatWest Group 2021 Annual Report and Accounts.

.

None of the directors heid an intsrest in the loan capital of the.
ultimate holding company or in the shares or loan capital of the
Bank during the period from 1 January 2021 to 21 April 2022,

Diractors® indemnities .

In terms of section 236 of the Companies Act 2006 (the
“Companies Act”), Qualifying Third Party Indemnity Provisions
have been issued by the ultimate holding company to its

directors, members of the Group and NatWest Holdings .
Executive Committess, individuals authorised by the PRA/FCA -

and oen"taln directors and/or officers of NatWest Group’s
subsidiaries.

Share capltal
Details of the ordinary share capital at 31 December 2021 ane

‘shown in Nole 10 to the accounts.

. Dividends :
" The directors do not raoommend the paymant of a final-

dividend on ordinary shares (2020 - nil). The Bank paid £40, .
miliion as an interim dividend duﬂng the year (2020 - nil).

" Post balance sheet events

There have been no significant events between the financial
year end and the date of approval of the accounts which would
require a change to or additional disclosure in the accounts.

Country-by-Country Reporting

The Bank is availing of the exemption under section 5(3) of
The Capital Requirements (Country-by-Country Reporting)
Regulations 2013 as the information required under the
regulations is produced on a consolidated basis by the Bank’s
ultimate parent company, NatWest Group, and published an its
website, ‘ '

Golng concem

These financial slatements are prepared on other than going
concem basis. Assets are refiected at expecled recoverable
value and liabilities at expected settlement (exungulshment)
value.

Political donations
‘During 2021, no political donations were made nor any political

expenditure incurred (2020 - nil).

Directors’ dlsclosum to auditors
Each of the directors at the date of appmval of this report
canfirms that:

(a) so far as the director is aware, there is no relevant audit
Information of which the Bank’s auditors are unaware;-and

" (b) the director has taken all the steps that he/she ought to

have taken as a director to make himself/herself aware of any

‘relevant audit information and to establish that the Bank's

auditors are aware of that information.

This conﬁrmat!bn is given and should be interpreted in
accordance with tha provisions of section 418 of the

" Companies Ad. i
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Report of the directors

gr‘:ai:t:r\sroung are the Bank’s additors- and have inqicated thelr'willingr;ess to continue in office.
By order of the Board: ' - _

Jan Cargill - . ' . . : . A ,

Company 'Secmta,-y . ] v '

21 April 2022 o

Ulster Bank Limited is registered in Northem Ireland No. R0000733
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 Statement of directors’ responsibilities

This statement should be read in conjunction with the rsspo};sibilih‘es of the auditor set out in thelr report on-page 7.

The directors are responsible for the praparaﬁon of the Annual Repon and Accounts. The direclors are required by the Companies Act
2006 to. prepare company accounts, for each financial year in accordance with international accounting standards in conformity with the
requirements of the Companles Act. They are responsible for preparing accounts that present fairly the financial position, ﬁnandal
performance and cash flows of the Bank. In prepanng those accounts, the directors are required to:

"« select suitable accouriting polic:es and then apply them eonsvstenﬂy
» make judgements and estimates that are reasonable and prudent; and ° .
-» state whether appllcable accounting standards have been followed, subject to any material depanures disclosed and explamed ln
* the accounts.

The directors are responsub!e for keepmg proper aocountmg records whnch disclose with neasonable accuracy at any time the fmanaal
position of the Bank and to enable them to ensuire that the Annual Report and Accounts comphes with the Companies Act 2006. They
" are also responsnble for safeguarding the assets of the Bank and hence for taklng reasonable steps for the prevention and detection of
fraud and other irregularities. ) ] . : LT

The directors confirm that to the best of their knowiedge:

« the financial statemen& prepared in accordance with Intemational Fmanaal Reporting Standatds give a true and fair view of the

" assets, liabilities, finandial position and profit or loss of the Bank; and

« the Strategic report and Raport of the directors (incorporating the Finandial review) includes a falr review of the developmen! and
performance of the busoness and the posanon of the Bank together with a description of the principal risks and uncertainties that they
face. .

By order of the Board:

Katie Murray ’
Chief Financial Officer

21 April 2022

Board of directors. )

Chairman ' Executive directors

-Howard Davies . Alison Rose-Slade 0
Katip Muray

. Ulster Bank Limited Annual Report and Accounts 2021



Independent auditor’s report to ’the'mer"nb‘érvs of Ulster Bank Limited

Opinion

We have audited the financial statements of Ulster Bank Limited (the Company’) for the year ended 31 December 2021, which the Income-
Statement, Statement of Comprehensive Income, Balance Sheet, Statement of Changes in Equity, Cash Flow Statement, significant
accounting poficies and the related notes 1 to 19. The financial reporting framework that has been applied in'their pnaparanon is applicable
law and Intemational Aocounung Standards in conformity with the requirements of the Companies Act 2006. -

In our opln]on. the financial statements:

. give a true and fanr view of the company’s aﬂalrs as at 31 December 2021 and of ns profit for the year then ended;

. have been properly prepared in accordance with Inlematlonal Accountmg Standards i in conformﬂy with the requirements of the
' Companies Act 2006; and

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

Basis for_ opinion -

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

We are independent of the company in accordance with the ethical requlrements that are relevant to our audit of the financial statements

in the UK, including the FRC’s Ethical Standard as applied to public interest entities, and we have fulflled our other ethical responsibilities
in accordance with these requlrements .

We believe that the audit evidenoe we have obtained is sufficient. and appropriate to provide a basis for our opinion.

Emphaéls of matter - financlal statements prepared on a basisl other than going concern

We draw attention to accounting policy 1 to the financial statements which explains that the Company transferred the entire business to
NaiWest Bank Plc during the year and therefore do not consider it to be appropriate to adopt the going concem basis of accounting in
preparing the financial statements. Accordingly, the financial statements have been prepared on a basis other than going concem as
descnbed in accounting policy 1. Our oplmon is not modnfied In respect of this matter. .

Overview of our audit approach

+  Key audit «  IT Systems and controls

matters
a Materiality «  Overall materiality of £4.2m which represents 1% of Equity

An ovérvléw of the scope of'our audit
Talloring the scope

" Qur assessment of audit risk, our evaluation of materiality and our aflocation of performance materiality determine our audit scope for the
Company. This enables us to form an opinion on the financial statements. We take into account size, risk profile, the organisation of the
Company and effectiveness of controls, including controls and changes in the business environment when assesslng the leve) of work to
be perfarmed. All audit work was performed directly by the audit engagement team.

There have been no significant changes in scoping that applied i in-our prior year audit and all audit work was pedormed dnrectly by. or
under the instruction of, the audlt engagement team.,

' Koy audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements
of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we
identified. These matters included those which had the greatest effect on the overall audit strategy, the allocation of resources in the audit;
and directing the efforts of the engagement team, These matters were addressed in the context of our audit of the financial statemerns as
a whole and in our opinion thereon. and we do not provide a separate opinion on these matters.

Ulster Bank Limited Annual Report and Accounts 2021,



Independentnau'ditor’s report to the members of Ulster Bank Limited

IT systems and controls

Risk

Our response to the risk

The IT environment is complex and pervasive to the operations
of the Group due to the large volume of transactions processed

in numerous locations daily and the reliance on automated and’
IT dependent manua! controls. Appropriate IT controls are
required to ensure that applications process data as expected .

and that changes are made-in an appropriate manner. This risk
is also impacted by the greater dependency on third- parties,
increasing use of cloud platforms, decommissioning of legacy
systems, and migration to new systems. ‘Such controls

contribute to mitigating the risk of potential fraud or errors as a

result of changss to applications a‘nd data.

Qur audit approach relies-upon IT applications and the related
" control enwronment including: .

* User access management across application, database

and operating systems,
=+  Changes to the IT environment, including transformallon
that changes the IT landscape Including syslem mngra(xons.
« T operational controls,
«  IT application or IT depandent controls, and
»  Evaluation of IT control environment at third party sarvice
‘ provxders

We evalualed the design and operating effectiveness of IT
general controls over the applications; operating systems and
databases that are relevant to financial reporting.

In obtaining sufficient audit evidence we:

»  Tasted user access by assessing the controls in plaoe for
in-scope appfications and venfylng the addition and
periodic recertification of users' access.

s Tested system migrations and related technology changes .
(including where relevant new systems) resutting from IT
transformations during the current financial year, where
material to financial statement reporting. This induded
verifying the completeness of information transferred to
new systems as wall as testing the controls in place for
both the migration and the new system. '

« Assessed automated controls within business-processes
and the reliability of relevant reports used as part of a
manual control. This included assessing the integrity of . /
system interfaces, the completeness and accuracy of data®
feeds, automated calculations and specific input-and
validation controls.

+  There continues to be a number of systems outsourced to-
third party service providers. For these systems, we tested
IT general controls through evaluating the relevant Service
Organisation Controfs reports. This included assessing the
timing of the reporting, the controls tested by the service
auditor and whether they address relevant IT risks. We also
tested required complementary user entity controls

) performed by management.

+  Where contro! deficiencies were identified, tested
remediation activities performed by management and
compensating controls in place and assessed what
additional testing procedures were necessary to mitigate
any residual risk.

Woe are satisfied that |T controls lmpactmg financial rapomng are
desngned and operating effectively.

Our appllcatlon of rﬁateflallty

We apply the concept of materiality in plannmg and performing the audi( in evaluatlng the effect of |dent|ﬁed misstatemens on

the audit and in forming otir audit opinion. -

Matoriality

¢

The magnitude of an omission or misstatement that, indi\'riaually or in the aggregate. could reasonably be expected to influence
the economic decisions of the users of the financial statemens Matenahty provides a basis for detetmmmg the nature and extent

of our audit procedures.

We determined materiality for the Company o be £4.2m (2020: £9.8m), which is 1% (2020: 2%) 61 Equity. We believe that Equity
provides us with the- most appropriate basis for matefiality having considered the expectation of the users of the financial

statements and the overall business environment.

Performance matorlality

The application of matenalrty at the.individual account or balance level. Itis set at an amount to reduoe toan appropnately Iow
Ievel the probability that the aggregate of uncorrected and undetected mlsstatements exceeds materiality.

On the basis of our risk ass’essments; together with our assessment of the Company’s overall control environment, our
judgement was that performance materiality was 75% (2020: 75%) of our planning maleriality, namely £3.16m (2020: £7.4m).

Ulster Bank Limited Annual Report and Accounts 2021



»|ndepend‘ent auditor’s report to the members of Uleer'Bank Limited

We have set performance matenaﬁty at thls percentage due to our prior year expenance of the risk of misstatements, both
. comected and uncorrected, .

Reporting threshold

An amount below which identified misstatements are considered as being clearly trivial, -

We agreed with the Audit Committee that we would report to-them all uncarrected audit differences in excess of £0.2m (2020:

. £0.5m), which is 'set at 5% of planning materiality, as well as differences bslow that thresha!d that, in our view, warranted reporting
on qualitative grounds. Our reporting threshold amount Is designated at an amount below which misstatements would not be
accumulated because we expect that the accumulation of such amounts clearly would not have a material effect on the financial
statements, - .

. We evaluate any uncomrected misstatements against both the quantitative measures of materiality discussed above and in light
of other relevant qualitative considerations in forming our oprmon ’

Other information

The other information comprises the information included in the annual report, other than the ﬁnanél_al statements and our
auditor's report thereon. The directors are responslble for (he other information contained within the annual report.

Our opinion on the financial statements does ot cover the other Information and, except to the extent otherwrse explh:my
stated in this report we do not express any form of assurance conclusion thereon.

* Our rssponsnbrllty is to read. the other information and, in dolng 50, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit or otherwise.appears to be
materially misstated. If we Identify such material inconsistencies or apparent material misstatements, we are required o
determine whether there is a material misstatement in the financial statements themselves or a material misstatement of the
other information. f, based on the work we have performed, we conclude that there is a material misstatement of the other
mformatron we are requued to report that fact. .

Wae have nothing to report in this regard.

Opinlons on other matters prescribed by the Companlos Act 2008
In our opinion, based on the work undertaken in the course of the abdit:

. the information given'in the strategic report and the directors’ report for the ﬂnandal year for M\Ich the ﬁnanaal
slatemen!s are prepared is consistent with the financial statements: and

¢ the strategic report and dlrectors repon have been prepared in accordance wrlh applicable legal requlrements

Matters on which we are raqulred to report by excoptlon

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

We have nothing to report in respect of the following matters in relation to which the Compantes Act 2006 requires us to report

to you if, in our opinion:

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

+ the finandial statements are not in agreement with the accounting records and retums; or

o certain disclosures of directors' remuneration specified by law are not made; or

‘s . we have not received all the information and explanations we require for our audit

Responslbllitlos of dlrectors

As explarned more fully in the statement of directors’ responsrbrhtles set out on page 14, the directors are rasponsuble for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such intemal control as
the directors determine is necessary to enable the preparatron of finandial statements that are free from material misstatement,
whether due to fraud or error, -

In preparing the ﬁnancial statements, the directors are responsible for assessing the company's ability to continue as a golng
concem, discldsing, as applicable, matters related to going concern and using the going concemn basis of accounting unless the
directors either intend to liquidate the* company or lo cease operations, or have no realisuc altemative but lo do so

Auditor’s responsibllities for the audit of the financial atatemonts

. Our objectives are to obtain reasonable assurance about whether the financlal statements as a whole are free from material
misstatement, whether due to fraud or error, and to Issue an audntor’s report that includes our opinion. Reasonable assurance is
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Independent auditor’s report.to the members of Ulsfer Bank Limited

a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will-always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered matenial if, individually or
in the aggregate, they could reasonab!y be expected to influence the economic dectSIOI'IS of users taken on the basns of these
financial statements. .

Explanation as to what extent the audit was considered capable of detecting irregularitios, Inclﬁdlnj fraud

Irreguiarities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined befow, to detect imegularities, including fraud. The risk of not detecting a material misstatement due to
fraud is higher than the risk of not detecting one resutting from error, as fraud may involve deliberate concealment by, for
example, forgery or intentional misrepresentations, or through colfusion. The extent to which our procedures are capable of -
detecting iregularities, including fraud is detailed below.

‘However, the primary responsibility for the prevention and detection of fraud rests with bolh those charged vwlh govemance of
the company and management '

¢ We obtained an underslandlng of the legal and regulatory frameworks that are applicable to the company and
- determined that the most significant are:

o The regulations, licence conditions and supervisory requirements of the Prudential Regulation Authority
(PRA).and the Financial Conduct Authonty (FCA)

o Companies Act 2006

o Fmancnal Reporting Council (FRC) -

¢ We understood how the Company is complylng with those frameworks by revnewmg poncy framework; holdlng
discussions with the Company’s general counsel. and intemal audit, amongst others. "

e We assessed the susceptibility of the Companys ﬁnancnal statements to material mlsstatemenl mcludmg how fraud

; might occur by holding discussions with senior management, including the Chief Executive Officer, Chief Financial

Officer, Group General Counse), Head of Intemal Audit and Audit Committee Chairman. We also reviewed the fraud-
related policies and mandates of different governance forums assessing fraud.

« Based on this-understanding we ‘designed our audit procedures to identify non-compliance with such laws and

regulations. Our procedures involved Inquiring of key management, reviewing the key policies and reports on the
aforementioned regulatory frameworks as well as reviewing the correspondence exchanged with the Regulators.

Afurther descnptlon of our responslbnlmes for the audit of the ﬂnanclal statements is Iocated onthe Flnanclal Reportmg

Other mattors we are requlred to address

. The non-audit services prohlbited by the FRC's Ethical Slandard were not provided to the company and we remain
Independent of the company in conducting the audn .

o " The audit opinion is consistent with the additional réport to the audit committee

Use of our rebort

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

g;\//{ (77 éé‘{"&\ &/
Eoin MacManus
Senior Statutory Auditor

for and on behalf of Emst & Young Chartered Accountants, Satutary Auditor -

Office: Dublin

 Date: 22 April 2022 o . . .
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Income statement for the year ended 31 December 2021 .

2021 .

The aecompanying'a!coounﬁng policies and notes form an integral part of these financial statements.

: , ‘ 2020
" Discontinued operations — " , . . Note £m £m
Interest receivable : 41 150
Interest payable. __ , 7 (2) (24)
Net interest income - - : _x 39 126
Fees and commissions receivable 12 40
Fees and commissions payable (2) (5)
Other operating incoms . - 29 44
- Non-interest income L il L .2 39 79
Total income - ' - 78 . 205
Staff costs (33) (87
Premises and equipment’ (3) {15)
Other administrative expenses - o . - (31) (95)
Deprediation, Impairment and amortisation _ . ﬁ) _. (6)
Operating expenses” "~ . ) . 3 {68) (203)
. Profit before impaimment losses ' : ' 10 2
Impairment losses . - {44}
Operating profit/(loss) before tax L . 10 42)
Tax (chargeYcredit : . ' 5 _(3) 3
Profit/(loss) for the financial year ) 7 (39)
Attributable to: -
Ordinary sharehotders- "3 -(43)
Paid-in equity holders 4 4
Co 7 (39)
Statement of comprehensive income for the year ended 31 December 2021
4 2021 2020
- ~_Note £m £m
Profit/{loss) for the financial year 7 {39}
tams that'do not qualify for reclassification )
Remeasurement of retirement benefit scheme ) ) 4 209 -
Total comprehensive income/(loss) for the financial year 216 (39) ‘
Altributable to:
Ordinary shareholders 212 (43)
Paid-in'eguim holders 4 . 4
o 216 - (39)

: . . . - 11
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Bal‘ance sheet as at 31 December 2021

2021 - . 2020

' o Nole - _ fm ) £m

. A:S.SO’S A . . :
Cash and balances at central banks ‘ e ' ’ - : - 356
Loans to banks - amortised cost : ) - . - ) 13
Loans to customers - amortised cost . ’ _ : _ . - 3,538
Amounts due from holding companies and fellow subsidiaries 6 : 522 7,824
Other assets. _ Y D - . C - 77
Total.assets . . : : - S : 522 11808
Liabilties- L o o
Customer deposits - amortised cost - - ) ‘ . - T 8174
Amounts due to holding companies and fellow subsidiaries " : .. 8 ‘ 100 . 3,120 .
Derivatives o ‘ L o . - 3
Other liabilities N i S ] e - .57
Total liabiliies ‘ ' - 100 11354
Owners' equity . . . o . , 42 .. 454
Total liabilities and equity - ‘ ' 522 11,808
The accompanying accounting policiés apd notes form an integral part of these financial statements.
The accounts were apprdved by the Board of Directors on 21 April 2022 and signed on its behalf by;
Katie Murray .
Chief Financial Officer ) ) . ) -

Ulster Bank Limited is registered in Northem Ireland No. R0000733

- , ‘ T 12
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- Statement of changes in equity for the yéar ended 31 Decembér 2021

2021 2020

- . - Note £m . £m
Called-up share capital - at 1 January and 31 December ] 254 254
Paid-in equily - at 1 January and 31 December _ - E ‘ . .60 60
Retained eamings - at 1 January . . - o ' 140 ’ 183
Profit/(loss) attributable to ordinary shareholders . o -3 (43)
Profit attributable to paid-in equity holders ] . 4 . 4
Paid-in equity coupon payments . ' - . L @ )
Remeasurement of retirement bensfit scheme . . 4 - 209 -
Other movements - retirement benefit scheme ' o .4 (204) - - -
Dividends paid ) ) - . ) ) ) (40) -
At 31 Decamber ,_ : ) 108 ) 140
Owners’ equily at 31 December N . 3 ’ ’ . o 422 454

. 5

Owners' equity is attributable to: . - . . :
Ordinary shareholders ~ * ' . o 362 - . 394
Paid-in gquity holders ‘ e &0 .80

422 - 454

" The accompanying accounting policies and notes form an integral part of these financial statements.

. ) 13
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Cash flow-st_a‘tement for the yéar ended 31 December 2021

Cash and cash equivalents 31 December

: 2021 2020
.MNote e £m _Em
Cash flows from operating. activities
Operating profit/(loss) before tax from disconﬂnued operations 10 (42)
Depreciation and impairment of pmperty, plant and equrpment 1 6
Provisions charges - 10 -
Impairment losses ) - 44
* Elimination of foreign exchange differences . 9) 3
Other non-cash items 3 2
_ Net cash flows from trading activities 5. 23
. Decreasel(increase) in loans to banks and customers 22 (26)
Increase in amounts due from halding companies and fellow subsidiaries (2,689) (204)
Decrease in other assets 9 . -
Increase in bank and customer deposits _ 299 1138
{Dacreaseé)increase in amounts due to holding companies and fellow subsidiaries (2.884) . 319
Dacrease in notes in clrculation ' - (842)
Decrease in olher liabilities {10) {7}
"Changas In operating assets and liabilities (5.263) 378
_income taxes paid - {8)
Net cash flows from operating activities') (5.248) 393
Cash flows from investing-activities
Purchase of property, plant and equipment - A9) -
Cash considsration on transfer to NatWest Bank, net of cash transfemed 140 -
Sale of propesty, plant and equipment o 1
Net cash flows from investing activitias 140 (8)
Cash flows from financing activities
Paid-in equity coupon payments C " {4 (C))
Dividends paid (40) -
- Net cash flows from financing aclivities * (44) {4)
Effect of exchange rate changes on cash and cash quvalants‘ - 3
-Net (decreaseincreass in cash and cash equivalents g A (5,152) 384
Cash and cash equivalents 1 January ' 14 5674 5.290
14 522

5,674

Note: . .
(1) Includes interast received of £36 million (2020 ~ £147 million) and interest pald of £3 miilion (2020 — £26 miflion).

The aocompényihg notes form an integral part of thess financial statements.

- Utster Bank Lifited Annual Report and Accounts 2021
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Accounting policies

1. Presentation of accounts ‘
. The Barnk is incorparated in the UK and'registered in Northem

Ireland. The accounts are presented in the functional currency,

pounds sterling.

The accounts, set out on pages 11 to 32 including these
accounting policies on pages 15 to 18 and the audited sections
of Risk managsment on pages 26 to 30, are prepared on an -
other than going concem basls (see the Report of the -
directors, page 4) and in accordance with UK adopted -
international Accounting Standards (IAS). The significant
accounting policies and related judgments are set out below.

Preparation of the accounts on an other than going concem
basis has not had any impact on the valuation of assets or
liabilities on the Bank's balance shset. On 7 April 2021, the
Bank received Court approval for a Banking Business Transfer
Scheme under the Financial Services and Markets Act 2000
(FSMA). Effective 3 May 2021, this transferred the Ulster Bank
Limited business to its immediate parent, NatWest Bank. As

asset and liabilities transferred to NatWest Bank at book value

as a business under common.control they are measured
consistently with previous periods and In accordance with .
existing accounting policies. There was no gain or loss arising
on the transaction. As the entire business was transferred itis
consndered a disposal group and therefore is prssanted in'the
tncome statement as discontinued operations.

Adoption of new and revised accountlng standards

The changes to Intemational Financial Reporting Standards .
" {IFRS) that were effective from 1 January 2021 have had no

material effect on the Bank's financial statements for the

financial year ended 31 December 2021.

2. Basis of consolidation

The company has taken the exemption under IFRS 10
‘Consolidated Financial Statements’ from the requirement to
prepare consolidated accounts as the company and its
subsidiary are included by full consolidation in the IFRS
consolidated accounts of its ultimate parent, NatWest Group, a
public company registered in Scotland.

3. Revenue racognition

. Interest incoms or expense relates to financial instruments -
feasured at amortised cost using the effective interest rate
method. .

Other interast relating to financial instruments measured at fair
value is tecogniéed as part of the movement in fair value.

Fees in raspect of services are recognised as the right to
consideration accrues through the performance of each distinct
service obligation to the customer. The amangements are

. generally contractual and the cost of providing the service is
incurred as the service is rendered. The price is usually fixed
and always determinable.

.4, Emplbyee benefits

Short-term employee benefits, such as salaries, paid
absencss, and other benefits are accounted for on an accruals
basis over the period in which the employees provide the )
related semvices.

Employees may receive variable donipansation satisfied by
cash, by debt instruments issued by NatWest Group or by
NatWest Group pic shares. NatWest Group operates a number

.of share-based compensation schemes under which it awards.

NatWaest Group plc shares and share options to its employses.
Such awards are generally subject to vesting conditions.

' Variable compsnsation that is settled in cash or debt
" instruments is charged to profit or loss on a straight-line basis

over the vesting period, taking account of forfeiture and
clawback criteria.

. Contributions to defined contribution pension schemes are
_recognised in profit or loss when payable.

For defined benefit scharmes, the definad benefit obligation is
measured on an actuarial basis. Actuarial gains and losses

" (i.e. gains and/or losses on re-measuring the net defined

benefit asset or liabllity} are recognised Ih other
comp:ehensive income in full in the period in which they arlso
The difference between scheme assets and schem liabllities,

_ the net defined benefit asset or liabllity, is recognised in the

balance sheet subject to the asset ceiling test which requires

" the net defined benefit surplus 1o be limited to the present

value of any economic benefits available to the Bank in the
form of refunds fraom the plan or reduced contributions to it.

- The charge to profit or loss for pension costs (mainly the

service cost and the net interest on the net defined benefit

- asset or liability) is recognised in operating expenses.

S. Derecognltion

A financial asset is derecognised when the contractual right to

receive cash flows from the asset has expired or when it has
been transferred and the transfer qualifies for derecognition.
Conversely, an asset is not derecognised by a contract under
which the Bark retains substantially all the risks and rewards
of ownership. if substahtially all the risks and rewards have
been neither retained nor transferred, the Bank does not
derecognise an asset over which it has retained contro! but

limits its recognition to the extent of its continuing involvement.

A financtal liabllity Is removed from the balance shest when the |
obligation is discharged, or Is cancelled, or expires.

6, Property, plant and equipment

Items of propsrty, plant and equipment are stated at cost less
accumulated depreciation and Impalrment losses. Where an
item of property, plant and equipment comprises major
components having different useful lives, these are accounted
for separately.

Depreciation lé charged to profit or loss on.a slralght-ﬁne basis

's0 as to write-off the depreciable amount of property, plant and

equipment (including assets owned and let on operating
leases) over their estimated useful lives. The depreciable
amount is the cost of an asset less its res«dual value. Freehold

. land is not depraclated.

Ulster Bank Limited Annual Report and Accourits 2021
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Accounting policies

6. Property, plant and equipment continued
The estimated useful lives of the Bank's property, plant and
equipment was:

Freehold buildings 50 years .

Long leasehold property (leasas

with more than 50 years to run) 50 years -

Short leaseholds . unexpired period of
. . lease ~

Property adaptation costs 10to 15 years

Computer equipment up to 5 years

Other equipment 410 15 years

The residual value and useful life of property, plant and
equipment are raviewed at each balance shest date and
updated for any changes to previous estimates.

7. Leases
As lessee
On entering a new lease contract, the Bank recognises a right -
of use assel and a lease liability to pay future rentals. The
liability is measured at the present value of future lease .
payments discounted at the applicable incremental bormowing
rate. The right of use asset is depreciated over the shorter of

- the term of the lease and.the useful economic life, sub]ect to.
rewew for xmpalrment

Short term and Iow value leased assets aré 'éxpansed ona
systematic basis:

8. Provisions and contingent llabilities

The Bank recognises a provision for a presant obligation
resulting from a past event whan it is more likely than not that
it will be required to transfer economic benefits to settle the
obligation and the amount of the obligation can be estimated
'rellably

Provision is made for restructuring costs, including the costs of
redundancy, when the Bank has a constructive obligation to

restructure. An obligation exists when the Bank has a detailed -

formal pian for the restructuring and has raised a valid
expectation in those affected by slarting to implement the plan
or by announcing its main features.

The Bank recognises any onarous cost of the present
obligation under a contract as a provision. An onerous cost is

- the unavoidable cost of meeting the Bank’s contractual
obligations that exceed the expected economic benefits. When
the Bank vacates a leasshold property, the right of use asset
would be tested for impairment and a provision may be
recognised for the ancillary contractual occupancy costs, such
as rates.

Contingent liabilities are possible obligations arising from past
events, whose existence will be confirmed only by uncertain
future events, or present obligations arising from past events
that are not recognised because either an outfiow of economic
benefits is not probable, or the amount of the obligation cannot
be reliably measured. Contingent liabllities are not recognised
but information about them is disclosed unless the possibility of
any outflow of economic benefits in settlement is remote.

9. Tax
Income tax expense or Income. comprising cumrent lsx and

' deferred tax, is recorded in the income statement except

income tax on items recognised outside profit or loss which are
credited or charged to other comprehensive incomae. The tax
consequences arising from servicing financial instruments
classified as equity are recognised in the income statement in

.Ime with IAS 12 ‘income Taxes'.

" Current tax is income tax payable or recoverable in respect of

the taxable profit or loss for the year arising in profit or loss,
other comprehensive income or equity. Provision is made for
current tax at rates enacted or substanﬂvely enacted, at the

. balanoe sheet date.

Deferred tax is the tax expected to be payable or recoverable

in respect of temporary differences between the camrying
amount of an asset ar liability for accounting purposes and the
carrying amount for tax purposes. Deferred tax liabilities are
generatly racognised for all taxable temporary differences and
deferred tax asséts are recognised to the extent their recovery
Is pnobable

Defemod tax is not moognlsed on temporary differences that

arise from Initial recognition of an asset or a liability in a

"transaction (other than a business combination) that at the

time of the transaction affects neither accounting nor taxable .
profit or loss. Deferred tax is calcutated using tax rates .
expected to apply in the periods when the assets will be
realised or the liabilities settled, based on tax rates and laws
enacted, orsubstantively enacted, at the balance sheet date.
Deferred tax assets and liabilities are offset where the Bank
has a legally enforceable right to offset.

‘Accounting for taxes is judgmental and carries a degree of

uncertainty because tax law is subject to interpretation, which
might be questioned by the relevant tax authority. The Bank
recognises the most likely current and deferred tax liability or
assel, assessad for uncartainty using consistent judgments
and estimates. Current and deferred tax assets are only
recognised where their recovery is deemed probable, and

_cumrent and deférred tax liabilities are recognised at the

amount that represents the best estimate of the probable
outcome having regard to their acceplance by the tax

' aulhontles

'
»

" 10. Financial instruments

Financial instruments are classified either by product. by
business mode! or by reference to tho IFRS default
classification.

Classiﬁcation by product relies on speciﬁé designation criteria
" which are applicable to certain classes of finandial assets or

circumstances where accounting mlsmatches would otherwise
arise. Classification by business model reflects how the Bank
manages Its financial assets to generate cash flows. A
business model assessment detemmines if cash flows resuit
from holding financial assets to collect the contractual cash
flows, from selling those financial assets, or both.

Ulster Bank Limited Annual Repori and Accounts 2021
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Accounting policies

10. Financial Instruments continued

The product classifications apply to financial assets that are
either designated at fair value through pmﬁt or loss (DFV), or
to equity investments designated as at fair value through other
comprehensive income (FVOCI). Financial assets may also be
irrevocably designated at fair value through profit or loss upon-
initial recognition if such designation eliminates, or significantly
reduces, accounting mismatch. In all other instances, fair value
through profit or loss (MFVTPL) is the default dassuﬁcallon and
measurement category for financial assets.

Regufar way pumhases of financial assets classified as
amortised cost, are recognised on the settlement date; all
other regular way transactions in financial assets are
recognised on the trade date. Business mode! assessment of
assets is made at portfolio level; being the level at which they
are managed to achieve a predefined business objective. This -
is expeded to result in the most consistent dassification of
assets bacause it aligns with the stated objectives of the
portfolio, its risk management, manager's remuneration and -
the ability to monitor sales of assets fror a portfolio.

Financial assets which are managed under a ‘held to collect’
business model and have contractual cash flows that comprise
.solely paymants of principal and interest are measured at
amortised cost.

Other ﬁnancial assets which are managed under a business
model of both ‘held to collect and sell’ and have contractual
cash flows comprising solely of payments of principal and
interest are measured at FVOCI. '

The contractual temns of a facility; any leverage features;
prepayment and extension temmis; and triggers that might reset
the effective rate of interest; are considered in determining
whaether cash flows comprise solely of payments of principal

- and interest.

All financial instruments are maasured at fair value on Initial  _

racognition.

AII liabilities not subsequenﬂy measured at fair value are
measured at amortised cost.

11. Impairment: expected cradit losses (ECL)

At each balance shest date each financlal asset or pertfolio of
loans measured at amortised cost is assessed for impaimment.
.Any change in impairment is reported in the incoms slatement.

Loss allowances are forward looking and based on 12 month
ECL: ECL are a probability-wsighted estimate of credit losses.
The probability is determined by the risk of defauft which Is
applied to the cash flow estimates. In the absence of a change
in credit rating, allowances are recognised when there is a
reduction in the net bresent value of expected cash flows.

Prior to the BBTS the Bank applied the below accounting
policy in respect of loans and advances fo customers. ..

On a significant increase in credit risk, allowances.are
recognised without a change in the expected cash flows,
although typically expected cash flows do also change; and -

. ECL are adjusted from 12 month {o lifetime expectations.

Judgement is exercised as follows:

¢ Models ~ in certain low default portfolios, Basel parameter
estimates are also applied for IFRS 9.

e Non-modelled portfolios — use a standardised wpxtal
requirement under Basal Il. Under IFRS 9, they have
bespoke treatments for the identification of significant
increase in credit risk. Benchmark probability of default
(PDs), exposure at default (EADs) and loss given default
{LGDs) are reviewed annually for appropriateness. The
ECL calculation is based on expected future cash flows,
which is typically applied at a portfolio leve!. -

o Multipte economic scenarios (MES) — the central, or base,

scenario is most critical to the ECL calcutation, independant
of the method used to generate a range of allsmauve
outcomes and their probabilities.

o Significant increase in credit risk - IFRS 9 requires that at
each reporting date, an entity shall assess whether the
credit risk on an“account has increased slgmﬁcantly since
initial recognition. Part of this assessment requires a .
comparison to be made between the current lifetime PD

" (L.e. the current probability of default over the remaining
lifetime) with the equivalent lifetime PD as determined at -
the date of initial recognition.

Impaired loans are written off when the Bank concludes that.
there Is no longer any realistic prospact of recovery of part, or
all, of the loan.-For loans that are individually assessed for .
impaimment, the timing of the write off is determined on a case
by case basis. Such loans are reviewed regularly and write off-
will be prompted by bankruptcy, insolvency, renegotiation and
similar events.

12. Financial guarantee contracts

Under a financial guarantee contract, the Bank, in retum for a
fee, undertakes to meet a customer's obligations under the
terms of a debt instrument if the customer fails to do so. A
financial guarantee is recognised as a liability; initially at fair
value and, if not designated as at fair value through profit or
loss, subsequently at the higher of its initial value less
cumulative amortisation and any provision under the contract
measured in accordance with Accounting policy 11.
Amortisation is calculated to recognise fees receivable in profit -
or loss over the period of the guarantee.

13. Netting

Financial assets and financial liabilities are offset and the net
amount presented in the balance sheet when, and only when,
the Bank curently has a legally enforceable right to set off
the recognised amounts and it intends either to settle on a net
basis or to realise the asset and seftle the llab:llty
simultaneously.

The Bénk is party to a number of anangefnents, including
master netting agreements, that give the right to offset financial
assets dnd financial liabilities, but where it does not intend to

. settle the amounts net or simultaneously, the assets and

liabilities concemed are presented gross.
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-Accounting policies |

.

14 Denvatlvns :
Derivative financial instruments are initially recogmsed and
subsequently measured, at fair value. The Bank's approach to

' determmmg the fair value of financial instruments is set out m

Note 6 to the accounts.

A derivalive embedded in a.ﬁ_nancial liability contract is
accounted for as a stand-alone derivative if its economic
characteristics are not closely related to the economic

characteristics of the host contract; unless the entire contract is '

measured at fair value W|th changes in fair value recognlsed in
pmﬁl or loss.

Gains and losses arising from changes in the fair vaiﬁe of
‘,denvaﬁves that are not the hedging instrument in a qualifymg
hedge are included in Other operatmg income.

Gains and losses are recorded in income from trading activities
except for gains and losses on those derivatives that are

. managed together with financial instruments designated

. atfair value; these gains and losses are included in Other.
operating income. ' )

15. Cash and cash equivalents .

In the cash flow statement, cash and cash equivalents
comprises cash and deposits with banks with an originat
“maturity of less than three months together with short-term

highly liquid investments that aré readily convertible to known

amounts of cash and subject to nnstgnlﬁunt risk of change in
value. .

Critical accoumlng policles and key sources of estimation
uncertainty

The reported resutts of the Bank are sensitive to the
acoountlng poticies, assumptions and estimates that underlie
the preparation of its financial statements. UK company law
and IFRS require the directors, in preparing the Bank's

- . financial statements, to select suitable acebunting polictes,

apply them consistently and make judgements and estimates
that are reasonable and prudent.

In the absence of an applicable standard or interpretation, IAS
8 'Accounting Policies, Changes in Accounting Estimates and
Erors', requires rhanagement to develop and apply an
accounhng policy that results in relevant and reliablé
information in the light of the requn'emants and guidance i m
IFRS dealing with similar and related issues and the IASB's
“Conceptual Framework for Flnanclal Reporting'. -

Following the BBTS, the Bank no longer regards any
accounting policies as ciitical. !

Future accounting developments

International Financial Reporting Standards .
Given the transfer of the Bank's business to NatWest Bank,
effective 3 May 2021, new standards and amendments that

"are effective for annual pariods beginning after, 1 January 2022

are not constdemd to have a malanal |mpact

Uister Bank Limited Annual Report and Accounis 2021
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Notes to the accounts

'1. Net interest income

1.

2021 2020

) : - fm £m -

Loans to banks - amortised cost - :

Loans to customers - amortised cost- 34 112
" Amounts due from holding company and fellow subsidiaries 7 37
Interest receivable ) 41 150
Customer deposits - amortised cost (1) (1)
Amounts dus to holding company and fellow sub (1) {13)
Interest payable ) -~ {2) (24)
- 39 126

Net interest income

" Interest income on financial instruments measured at amortised cost is measured using the effective interest rate which allocates the
interest income or interest expense over the expected life of the asset or liability at the rate that exactly discounts all estimated future
cash flows to equal the-instrument’s initial canying amount. Calculation of the effactive interest rate takes into account fees payable or
receivable that are an integral part of the instrument's yield, premiums or discounts on aoquﬁémon or issue, early redemption fees and
-transaction costs. All contractual terms of a financlal instrument are considered when estimating future cash flows.

2, Non-interest income 2021 2020
o ] £m £m
Fees and commissions receivable : )
- Payment servicas "6 21
- Credit and debit card fees 4 12
- Lending (credit facilities) 2 5
- Other ’ . - 2
' ) © 12 40
Fees and commissions payable {2 {5)
Net fees and commissions 10 35
Income from services provided to other NatWest Group companies 17 48
Cost of economic hedging .
- Foreign exchangs - (1) .
- Interest rates - (1)
QOther income 12 2}
Other oparating income 29 44
Non-interest income -39 79
3. Operating expenses i
. ’ 2021 2020
) ) £m £m
Wages, salaries and other staff costs 19 60
Temporary and contractor costs 1 5
. Social security costs 2
Pension costs
- defined benefit schemes (Note 4) 9 10
- defined contribution schemss 1 2
Restructuring costs : 1 4’
Staff costs 33 87
Premises and equipment ) 3 15
Deprediation, impainment and amortisation (Note 8) 1 6
Other administrative expenses - 31 ' g5
Administrative expenses 3% 116
68. 203
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Notes to the accounts

3. Operating expenses continued -

“Thé average number of persons employed by the Bank during the year, excluding temporary staff, was 542 (2020 - 1,789). The average -
_ number of persons over the period to 3 May 2021 was 1,626. The average number of temporary employees during 2021 was 52 (2020 -
150). The average number of temporary employees over the period to 3 May 2021 was 157. At the balance sheet date, the number of
persons employed by the Bank exdudlng temporary staff, was nil (2020 1,705). All employees were transferred as part of the business.
- transfer to NatWest Bank.

. Amounts payable to the auditors for the statutory audit and other services are set out below:

2021 . 2020

: _ L , . S -

Fees payable for the audit of the Bank's annual accounts o 126 349
Total audit and audit related assurance service fees o _ S 126 . - 349

Other than the amounts disclosed above no remuneration was payable In respect of tax advisory services and other non-audit services.
Auditors’ remuneration is disclosed exclusive of VAT. ¢

4. Pensions

Defined contribution scheme : s The scheme generally provides a benslon‘ of one-sixtieth of

The Bank contributed to its defined contribution schems and a - final pensionable salary for each year of service prior to
small number of NatWest Group pension schemes, the costs . ‘retirement up to @ maximum of 40 years and is contributory for :
of which are accounted for as defined contributions, which new current members. ‘
employees were offered the opportunity to join. The defined
contribution scheme was transferred to NatWest Bank along It has been closed to nsw entrants for over ten years although
" with the business, effective 3 May 2021. _ current members continue 10 build up additional pension
. . benefits, currently subject to 2% maximum annual salary
Defined benefit scheme ‘ inflation, white they remain employed by the Bank, or NatWest
Until the transfer of the business to NatWest Bank, the Bank . Bank following the transfer of the business.

- sponsared the Ulster Bank Pension Schame (UBPS), which . : :
operates under Northem lreland trust law and is' managed and The UBPS corporate trustee is Ulster Bank Pension Trustees
administered on behalf of its members in accordance with the Limited (UBPTL). UBPTL was a wholly owned subsidiary of the
terms of the trust deed, the scheme rules and Northem Ireland Bank until 6 May 2021 when it was transferred to NatWest
legislation. NatWest Bank is now the sponsor of the UBPS, Bank following the transfer of the business. UBPTL is the legal

Co o ¢ owner of the scheme assets which are held separately from

" A pension fund trustee is appointed to operate the fund and the assets of the Bank and NatWaest Group. The board of
ensure benefils are paid in accordance with scheme rules and - UBPTL comprises three trustee directors nominated by
national law. The trustee is the legal owner of the scheme's members, selected from eligible aclive staff, deferved and
assets and has a duty to act in the bast interests of all scheme pensioner members who apply, and six appointed by the Bank.
members. :

Under Northem Ireland legislation a defined benefit pension
scheme is required to mest the statutory funding objective of
o having sufficient and appropriate assets to cover its liabilities
g ‘ : . (the pensions that have been promised to members). -

. ’ - 20
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»-

.4, Pensions continued

Asset

Present value - -
of defined - ceiling/ Net
Fair value of benefit  minimum pension
. o o ’ plan assets - obligations’ -funding!? . surplus
Changes in value of net pension t Em : £m £m £m.
At 1 January 2020 . 1,219 - (966) (253) . .
Income statement . - S 24 (29) - (5) {40}
Statement of comprehensive income - 151 (201) 50 -
Contributions by employert? 10 - - 10
Contributions by plan partlclpams 1 (1) . -
Benefits paid. - {44) _44 - :
At 1 January 2021 1,361 (1,153) {208) -
Income statement 6 {14) £1) {8
Net interest expense - 6 (5) - 1
Current service cost - (3) - 3)
Past service cost - R {5) - (5)
Expenses - (1 - (1)
Interest on the asset csiling - - ) 1)
Statement of oomLhenslve income ’ - 209 209
Retum on plan assets above nacognnsad mterast income - - -
Experience gains and losses . - - L.
| Asset ceiling/minimum funding adjustments - 209 209
Contributions by employer 4 . - 4
Benefits paid B (14) 14 - -
Assetsﬂlabllmes extlngunsh  upan. tmnsfer to NatWest Bank - {1,357} - 1,163 - (204)
‘At 31 December 2021. . - . - - -
Notes: - . . ' ) I
(1) In recognising the not surphi or deficit of a pension scheme, the funded status ouhe ks ad} ste to reftect any minil funding requirement imposad on the Sponsor .

and any celling on the amount that the sponsor has a right to recovar from the sch

) FoﬂMng the transfer of !M defined benefit pension scheme, tha Bank w not be maidns any further contributions.

[

Funding and contrlbutlons by the Bank

regard.

The experience history of the scheme is shown below:

2021

Following the transfer of the defined benefit pension schame. effedwa 3 May 2021 NatWest Bank took on any future obligations in this

. K w0 2020 2019 . - 2018 2017
History of defined benefit scheme £m £m £m £m £m
Fair value of plan assets - " 1,361 1.219 1,141 1,191
Present value of defined benefit obligations - (1,153} (866) (838) (896)
Net surplus ' - 208 253 303 295
Experience gains/(losses) on plan liabilities 1 4 {6) m. -’

Experience gains/(losses) on plan assets - 151 77 (44)
Actual retum on pension scheme assets. 6 175 110 (14) 40
Actual retum on pension scheme assets 0.4% 14.4% - . 9.6% {1.2%} 3 4%

-
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© .- 5. Tax

2021 2020
£m C Em
Current tax o . : : o
(Charge)credit for the year " . : . @ .1
Under provision in respect of prior pariods .- - i - (1
. - S (3) 10
Deferred tax , : g
Reduction in the carmrying value of deferred tax assets in respect of losses : - (8)
Over provision in respect of prior pariods - : S S __ 1
. ‘ B o ' - (7)
Tax (charge)/credit forthe year - : , - (3 -3

The actual tax (charge)lcmdnl differs from the expected tax (charge)credit computad by applying the main UK wrporahon tax rate of
19% (2020 - 19%). ’

2021 2020
: : o - ) £m £m
Expected tax (chargeYcredit - - ) i L 2) -8
Non-deductible items ’ o o - m )
Tax credit on paid-in equity . ) ' T : . 1 - 1
Surcharge on banking companies ’ . : . N4 . 3
Reduction in the carrying value of deferred tax asset in respect of !osses i ) - 8 .
UK tax rate change impact(!) . . : . . - 1
Actual tax (charge)/credit for the financial year : B ‘ (3) 3
(r:o)te It was amounmd ia the UK Govemmam’u budoei on 3 March 2021 that tha main UK cor on tax rate wil i from 19% to 25% from 1 Apri) -2023. This legislative
manmwasmadonio.mezom i . s
Deferred tax
Net deferred tax asset comprised:
Accelerated E
capital Tax losses - - )
allowances camied forward - Other . Total
) : . “£m ‘£m “£m : £m
At 1 January 2020 : 3 , 15 2 ' 20
Charge to income statement . : 1) o1 - -
Adjustments.in respect of prior years ‘ - ' 8 o1 {7}
At 1 January 2021 : N o 2 8 ] - 13
Charge to income statement o ' ; - 8] A m
Transfemed to NatWest Bank (2) D I ) I (12}
At 31 December 2021 ' - - ' :
UK tax losses - : ' It was subsequently announced in the UK Govemnment's -
Tax losses brought forward of £113m were transférred to budgst on 27 October 2021 that the UK banking surcharge
NatWest Bank with the transfer of the business. There are no will decrease from 8% to 3% from 1 April 2023 This®
" tax losses or other deductible témporary differences carried . legislative change was substantively enacted on 2 February
forward. As a result, deferred tax assets of nil (2020 - £22 ] 2022, Had this rate reduction been substantively enacted as
million) have not been recognised in respect of tax losses . at the balance sheet date, the estimated rate change impact
camied forward of nil (2020 - £116 million) where doubdt exists would not have been material following the transfer of '
over the avai’aﬁilily of future taxable profits. . business to NatWast Bank.
It was announced in the UK Govemment's budget on 3 March
" 2021 that the main UK corporation tax rate will increase from
19% to 25% from 1 April 2023. This legisiative change was
enacted n 10.June 2021.
22
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Notes to the accounts = | o

6. Financial instruments

. Classification
Amounts due to/from holdmg companles and fellow subsndlanes are camed at amortised cost and compnse:

2021 2020
. . £m - £m
‘Amounts due from holdmg companies and fellow subsudnanes . .
Loans to banks - amortised cost ' , . Co 522 7.824
Amounts dua to holdlng companies and fellow subsldnanes . .
Bank deposits - amortised cost - : ' _ : . 3,011
Customers deposits - amortised cost - T S ' oo R
Subordinated liabilities . : . . ) 100 108

: T = T 100 3120

Vatuation. .
The following table show the canymg values and the fair values of ﬁnandal instruments on the balance sheet carried at amonised -cost.
All batances have been fair valued using procedures that fall within level 3 of the falr value methodolagies.

Under the IFRS fair value hierarchy, level 3 is defined as instruments valued using a valuation technique where at Ieast one input, which
could have a significant effect on the instrument's valuation, is not based on observable market data, Examples include non-derivative
instruments which trade infrequently, certain syndicated and commercial mortgage loans, private equnty and derivatives with
unobservable modsl inputs.

2029 - 2020

" Carrying Fair " Camying - Fair

value value value value

~£m £m £m £m

"Financial assets - ) . ‘ . o . . ’ R

Cash & balances al central banks ' - - - 356 . 356

Loans to banks - amortised cost : - - 13 ) 13

Loans to customers - amortised cost : ‘ , - - 3,538 3493
Amounts due from holding companies and fellow subsxdlanes ' L . .

- Loans to banks - amortised cost 522 822 7.824 7,824
Financial liabilities . . - )
Customer deposits - amonlsed oost o T . - . 8,174 - 8,174
Amounts due to holding companies and fellow subsrdlanes : : ) e

- Bank deposits ) ' - - - 3,011 - 3,011

- Customer deposits - . : - ' - S 1 1

- Subordinated liabilities ’ ‘ . . . 100 : 81 o 108 98

The assumptions and methodolognes underlying the calculatlon of fair values of financial mstruments at the balance.sheet date are as

»

Loans to banks

In estimating the fair value of loans to banks measured at amomsed cost, the Bank's loans are segregated into appropriate portfolios
reflecting the characteristics of the constituent loans. The principal method used to estimate fair value is o discount expected cash flows
at the current offer rate for the same or similar products.

Subonﬂmated liabilities .
Fair values are determined using quioted pricas for slmular liabitities where available or by referenoe to valuation techniques, adjustmg
for own credit spreads where appropriate.
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6. Financial instruments continued

Maturity analysis
Remaining maturity -

The-following table shows the residual matunty of ﬁnandal instruments, based on oontraciual date of matudty

2021

2020

Less than More than

Less than More than

12 months 12 months Total 12 months 12 months . Total
£m £m - £m £m £m £m
Assets '

Cash and balances at central banks - - - - 356 - 356
- Loans to banks - amortised cost . - - - 13 - A3 -
Loans to customers - amortised cost - - - 700 2,838 3, 538
Amounts due from holding companies and fellow-subsidiaries’ 522 “- 522 5,524 2,300 7.824

Liabilities :

Customer deposits - amortised cost - - - - 8,174 - 8,174
Lease liabilities. - - - -~ 1 12° 13
Amounts dus to holding companies and fellow subsldlanes - 100 100 2,747 373 3,120
Derivatives - - s - 3

3

‘Liabliitles by contractual cash flow’ maturlty

The following table shows, by contractual maturity, the undiscounted cash flows payable from the batanca sheet date, Indudlng futum
. receipts/payments of interest. The balances in the tables befow do not agree directly to the Bank balance sheet as the tables include all
cash flows relating to principal and future coupon payments presented on an undiscounted basis.

: ' 03

>20

3-12 1-3 35 510 10-20
. . months months years years years  years years
2021 ) . ~_fm £m £m £m £m _£m £m
Liabllities by contractual maturity 4 ’ , '
Amounts due to holding companies and fallow subsidiaries - - . - - - 100
- - - - - - 100
]
-3 312 1-3. 3-5 510  10-20 520 °
.. months  months years years years years years
2020 - £m Em____£m £m £m’ £m £m
Liabilities by contractual matunty o L ' ’
Customer deposits - amortised cost 8,114 - 60 - - - - -
Amounis due to holding companies and fellow subsidiariés 2,747 - 166 101 2 7. 108
Lease liabilities . » - 1 2 1 3 6 -
’ : 10,861 61 168 102 5 13 108
. Guarantees and commitments rotional amount -
Guarantess(" ' ‘ 20 - - - - - .-
Commitments®? - ) 872 - - - - - -
' - 892 - - - - .

(1) Tneﬂannsonrycsladupwmsabsfyagmnwewhmmoguamnloeopmfans to moet its to expire
(2)  The Bank has glven commitments to provide funds to customers under undrawn formal fadilities. credit ines and other commitmants to lend subjact to certain conditions belng

The Bank

met by thg countarparty. The Bank does nat expect all fadilites to be drawn, and some may lapsa before drowdown.

7. Othar assets

most g

2020

2021

. . £m £m
Prepayments - 2
Accrued income . 1
Other assets - -
Current tax asset - 11
Deferred tax asset (Note 5) ) - 13
Property, ptant and equipment (Note 8) - 45
Asset held for sale . - 5
' - 77
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8. Property, plant and equipment

: i.eases of '

Ulster Bank Limited Annual Report and.Accounts 2021

Freehold 50yearsor Computer  Right of

land and less and other . use

‘buildings  unexpired * equipment  property Total
2021 ) “£m £m £m Em £m
Cost or valuation; ’ .
At1January . 45 12 49 © 20 126
Additions i ' 3 - < - 3
Transferred to NatWest Bank _ (8  (12) {49) (20)  {129)
At 31 December - T . - - 5
Accumulated deprecnahon |mpalrment and amortisation;

TAt1 January 16 8 44 13 81
Charge for the finandial year 1 - - - 1
Transferred to NatWest Bank S (17 (8). {44) {13} (82) .
At 31 December - - . - -
Net book value at 31 December g - - -, - -
2020
Cost or valuation: ) .
At1 Jan'uary , o 38 14 . 48 20 120.
Additions - . 7. - 2 . 9
Disposals and write-off of mllemated assets : {2) (. - (3)
At 31 December 45 12 49 20 126

~ Accumulated deprec:auon impairment and amortisation: . ' ) . ‘_ )
At1January 15 8 45 9 77
Disposals and write-off of fully depnecuated assets - (1 (1) - )
Charge for the financial year 1 1 - 1 3

. gxrmenl of property, plant and equ_lament - - - 3 3
At 31 December ) 16 8 44 13 81

29 4 5 7 45 -
9. Other liabilities
? A .
2021 2020
£m £m.
Current tax . -
Accruals - 6
Deferred incoms - 2
Provisions for liabilities and charges - 16
Other liabilities - 20
Leasa liabilities (Note 6) ' - 13
- 57
The following amounts are included wnhrn provisions for llab|Imes and charges:
Payment - Global -
protection Restructuring S
Property - insurance  Group (GRG)  Restructuring  Other Total
_ ] ” . £fm . Em __£m ' £m_ gm__ £m
Provision as at 1 January 2020 3 -2 3 6 5 19
Chargef{relsase) to income statement 3 3 I 4 1 10%
Utilised in the finandial year (1) (4) {t) (5} 2) (13)
Provision as at 31 December 2020 5 A "5 4 16 -
Chargé/(release) to income statement - - E 1 - 1
Utilised in the financial year oo - -~ 1t} {1 2)

" Assumed by NatWest Bank (5) (1) (1), (5). - (19
At 31 December 2021 ' - - - < . -

a3 - -
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10. Share capital and other equity

Allotted, called up - . " Authorised
and fully paid L _ e i
2021 ,2020 2021 2020

- . 3 £m £m . £m - £m
Equity shares: ‘ v - R ’
Ordinary shares of £1 ) ' ’ 254 254 ' 2,000 © 2,000
Equity preference shares: . o ‘ A :
Non-cumulative redeemable preference shares of €1 each ' - - 420 449

_ Total share capital R ‘ 254 24 2420 - 2,449

N  Allotted, called up Aithorised .
and fully paid —
. o " 2021 2020 - 2021 ’ 2020
Number of shares ) . milions ' - millions millions Millions
Equily shares: . ’ ' : : .

. Ordinary shares of €1  ~ . _ 254 254’ © . 2,000 . 2,000
Equity preference shares: A ' _ ' : ' oo .
Non-cumulative redeemable preference shares of €1 each L. - 500 - 500
Tolal share capital . - 254 254 2,500 2,500

During the financial year, the Bank paid £40 million (2020 - nil), or 15.8p (2020- nil} per ordinary share, as an interim dividend.
Paid-in equity - comprises equity instruments issued by the company other than those legally constituted as shares.

2021 2020

. fm_ . ‘Em
Additional Tier 1 loan ‘ . .
£60 million 7.4% perpetual loan repayable from July 2022 ) ] 60 : 60

The coupons on this instrument are non-cumulative and payable at the company's discretion. In the event of winding up any amounts
outstanding on the loan will be subordinated. While taking the legal form of debt this loan is classified as equity under IAS 32 'Financial
Instruments: Presentatron

11, Risk management

Presenlatron of information
The exposure to risk and risk managament adrvrty in the Bank matenaliy reduced in 2021 as a result of the transfer of the banking
business and transition of employees.to NatWest Bank in May 2021.

Risk management framework

Risk managemaent Is generally conducted on an overall basis wrthln NatWesl Group such that common policies, procedures. frameworks
and models apply across the Group. Ths risk management function of the Bank is fully integrated with the risk management function of

" the NatWest Group. Since the transition of all Company employees to NatWast Bank in May 2021, NatWest Group has provided all -
resourcas, lncludrng personnel, to perform risk monitoring and management acuvmes for the Bank.

Details of the nsk management framework can be found on pages 189 to 196 of Ihe NatWest Group 2021 Annual Report and Accounts.

Following the transfer of the business to NatWest Bank in May 2021, the risks the Bank remains exposed to are credit risk, capital
adequacy risk, liquidity risk, operatrpnal risk and reputational risk.

Cradit risk
Definition
Credit risk is the risk that customers and counterpames fail to mest their conuactual obligation to settle outstandmg amounts.

Sources of risk
The principal sourcas of credit risk for the Bank were lending and relaled undrawn commitments. The Bank was also exposed to
- settlement risk through payments activities. Post-transition of the banking business to NatWest Bank in May 2021 the only source of
credit risk has been from amounts owed by the Bank’s parent entity and the exposure to credit fisk Is not consrdered material atthe -
.balance shoeet date. . ) < : .
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. 1. Risk management - Credit risk continued
At the balance sheet date, the Bank's sole exposure to credit risk relates to amounts due from holding éo‘mpan‘les of £522 mnllxdn (2020
. -£7.828 mitilion). The balance is cons:dered to be a Stage 1 exposure and a Stage 1 ECL provision of £14k (2020 - £3m) is held in "

~ respect of this position.

Further details on the NatWest Group’s approach to credlt qsk mcludmg multiple economic scenarios, are $et out on pages 197 to 248
of the NatWest Group 2021 Annual Report and Accounts.

ECL Flow statement _
The flow statement that follows shows the main ECL and related income statement movements. It shows the changes in ECL as well as
the changes in related financial assets used in determmmg ECL. Points to note:
_ &’ Financial assets include treasury fiquidity portfolios. comprising balances at central banks as well as loans. Bolh modelled and non-
modelled portfolios are included. Intra-NatWest Group positions are excluded from the analysis.
» Stage transfers (for example, exposures moving from Stage 1 to Stage 2) are a key feature of the ECL movaments. with the net re- .
measurement cost of transitioning to a worse stage being a primary driver of income statement charges. Simllany there is an ECL
. benefit for accounts improving stage. : :
& Changes in risk parameters shows the reassessment of the ECL within a given" stage, including any ECL overlays and residual
" income statement gains.or losses at the paint of write-off or aooounung write-down. .
¢ QOther (P&L only itams)-includes any subsequent changes in the value of written-down assets (for example fortuitous recoveries)
along with ather direct write-off items such as dlrect reoovery costs. Other (P&L only Items) affects the income statement but does
not affect balance sheet ECL movements.
® Amounts written-off represent the gross asset written-down against accounts with ECL.

Stage 1 ' Stage 2

Stage 3 .__Total
, Financial Financial Financial .Financial
assets 'ECL  assets ECL  assets ECL . assets ECL
R : £m- = fm £fm___£m £m___ £m £m £m
At 1 January 2021 . 2,428 9 1,140 ) 68 . 107 54 3675 131
Currency translation and other adjustments (1) 1 (. - 1 @ ) (3)
Transfers from Stage 1to Stage 2 ; (138) (2) 138 . 2 - - - -
" Transfers from Stage 2 to Stage 1 203 5 (203) (5) - - - -
Transfers to Stage 3 N - 9 (2) 10 2 - -
Transfers from Stage 3___- : 1 - 4 - 1 () (1 = :
Net re-measurement of ECL on stage transfer T @) - 7 - 1 - 4
Changes In risk parameters (nmode! inputs) . - st 1 - 1 . 4
Other changes in net exposure . ) 35 1 (64) 4) (2) - (1) 1) (4]
Other (P&L onily items) » g - 1) . - - . . {19
Income statement (releasesycharges O] -4 1 1
Amounts written-off .- Co. - - @) 4). 4) (4)
Unwinding of discount o ’ - - - - (1) : (1)
Transferred to NatWest Bank (2,527) (10} - (1.005) (68) (107) . (47) (3,639) ~ (125)

At 31 December 2021 ) - - - _ - - -
Net carrying amount : ) - . : .

At 1 January 2020 - 2,868 5 659 32 97 58 3624 95
2020movements : (440) 4 481 38 10 (4 51 .36
AL 31 December 2020 2428 . 9 1,140 68 107 54 3675 - 131
Net carrying amount ’ ) 2419 . ] 1.072 _ 53 3544 -

Capital adequacy and]iquidity risk
Definitions
Capital adequacy risk is the risk that there is or will be

Liquidity consists of assets that can be readily converted to
cash within a short timeframe at a reliable value. Liquidity risk

insufficient capital and other loss absorbing debt instruments to
operate effectively induding mesting minimum regulatory
requirements, operating within Board approved risk appetite
and supporting its strategic goals.

Regulatory capital consists of reserves and instruments issued
that are available, have a degree of permanency and are
capable of absorbing losses. A number of strict conditions set
by regulators must be satisfied to be eligible as capital.

is the nsk of being unable to maest financial obligations as and
when they fall due.

The Bank’s exposure to capital adequacy risk is not material
given the Bank has significantly reduced risk weighted assets

. (RWASs) following the transfer of the third party customer
assels generating most of the Bank’s 2020 credit risk RWAs to
NatWest Bank. Liquidity risk is not considered to be material
as the Bank’s shart term liquid assets are greater than bafance
shest liabllities.
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11, Risk managemenz = Capital adequacy and llqwdu!y risk
continued

_ Sources of risk
Capital

. The eigibility of instruments and finandial resources as
regulatory capital is laid dowr by applicable regulation. Capital
is categorised under two tiers (Tier 1 and Tier 2) according to
the ability to absorb losses, degree of permanency and ihe
ranking of absorbing losses on either a going or gone concem
basis. There are three broad categories of capital across these
two tiers:

- o CET1 capital - CET1 capital mustbeperpetual and capable

of unrestricted and lmmedlate use to cover risks or losses
as soon as these occur. Thls includes ordinary shares
issued and retained eamings.

® Additional Tier 1 (AT1) capital - This is the second type of
loss absorbing capital and must be capable of absorbing
losses on a going concem basis. These instruments are
either written down or converted into CET1 capital when
the CET1 ratio falls below a pre-specified level. -

® Tier 2 capital - Tier 2 capital is the Bank’s supplementary
“capital and provides loss absorption on a gone concem
basis. Tier 2 capital absorbs losses after Tier 1 capital.

Minimum requirements
- Capital adequacy ratios

Managing capital requirements: regulated entities R
In line with paragraph 135 of 1AS 1 ‘Presentation of Financial .
Statements’, the'Bank manages capital having regard to

' regulatory reqdiremenfs. Regulatory capital Is monitored and -

reported on an individual regulated bank légal entity basis for
significant subsidiaries of NatWest Holdings Limited Group
(‘"NWH Group®). NWH Group itself is monitored and reported
on a consolidated basis.

Capital management

Capital management ensures there is sufficient capital and
other loss absorbing instruments to operate effectively
including meeting minimum regulatory requirements, operating
within Board approved risk appstite, maintalning credit ratings

" and supporting strategic goals.

Liquidity risk mam;gement'

At the balance sheet date, liquidity risk in the Bank was )
managed as part of the UK Domestic Liquidity Sub Group (UK
DoLSub). The UK DoLSub'is PRA regulated and comprised
NWH's four licensed depasit taking UK banks: the Bank,
National Westminster Bank, Plc, The Royal Bank of Scotland -
plc and Coutts & Company. At the balance sheel date, the
Liquidity Coverage Ratio (LCR) of the UK DoLSub was 169% _
(2020 = 152%), above the minimum requirement of 100%.

The Bank was removed from the UK DoLSub, effective 1
January 2022. From 1 January 2022, UBL will be subject to
minimum requirements for key liquidity and funding metrics

‘under the PRA regufatory framework. Primarily these are LCR

and Net Stable Funding Ratio (NSFR) with a binding ratio of
100%. - )

The Bank is subject to minimum up:ta! reqmrements relative to risk weighted assets (RWAs). The table below summanses lhe

minimum ratios of capital to RWAs that the Bank was expected to mest,

CET1’ Total Tier 1

Type B ‘ Total capital
. Minimum capital requirements 45% 6.0% © 8.0%
.Capital conservation buffer 25% 2.5% T 25%
Countercyclical capital buffer " - - ' -
Total® ' 70% - 85% 10.5%
{1) Inresponse to COVID-19, many duced their W«' {CCyB;) rates. In Deeamber 2021, the Financial Policy Committee ennounced an increase

in the UK CCyB rate from 0% to 1%. This rate will come into sffect from

'2022 in line with the 12 month implementation period.

(2) The minimum requirements do not include any capital that the Bank may ba required to hold as a result of the Pilar 2 assessmenl.
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" 11. Risk management « Capilal adéquacy and liquidily risk continued

Measurement
Capital resources

- The table below sats out the key Capital ratlos ona PRA transitional basis.

2020

2021
. Shareholders’ equity (excluding non-conlmllmg lnteresls) £m £m
hareholders’ equity - 422 : 454
Preference sharas — equity (60) (60!
362 334
Ragulatory adjustments and deducﬁons
Peferred tax assets - 8
|ustments under IFRS9 transmon arrangements 5 47
5 34
CET1 capital 367 - 428 .
Additional Tier 1 (AT1) capital
fQuallfying instruments and related share premium 60 6
Tier 1 capital 427 485
Qualifying Tier 2 capitat . _
Qualifying instruments and related share premium 100 1043
[Excess provisions over expected losses - 4
Tier 2 capital 100 113
Total regulatory capital §27 501
RWAs
Credit risk .
- non-counterparty 104 1,843,
- counterparty . .
Market risk - 3
Operationa! risk 381 409
" Total RWAs 485 2,255
Risk asset ratios
CET1 75.7% 19 0%
Tier 1 88.0% 21.6%
Total ) 108.7% 26 6%

" B
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11, "Risk management continued

. Operational risk
Definition’

- Operational risk is the risk of loss resulting from madequate or
failed intemal processes, pecple and systems, or extemal
events. It arises fram day-to-day operations and is relevant to

_every aspect of the business.

- Sources of risk
Operational risk may arise from a failure to manage
operations, systems, transactions and assets appropnately
This can take the form of human emor, an inability to deliver
change adequately or on time, the non-availabifity of
technology services, or the loss of customer data. Systems
failure, theft of the Bank's property, information loss and the
impact of natural, or man-made, disasters, as well as the threat
of cyber attacks, are sources of operational risk. Operational
risk can also arise from a failure to account for changes In law
.of regulations or to take appropriate measures to protect
assets. Subsequent to the transfer of the banking business
and transition of employees to NatWast Bank in May 2021 the
Bank's exposure to operational risk has materially reduced. .
While the Bank continues to exist there will be a residual
exposure to operational risk. ’

12,  Memorandum items

Capita! Support Deed

. Further details on the NatWest Group’s approach to

operational risk are set out on pages 281 to 283 of the
NatWest Group 2021 Annual Report and Accounts.

. Reputatlonal risk

Definition
Reputational risk Is defined as the risk of damage to ,
stakeholder trust due to negative consequences arising from

" intemal actions or extemal events.

Sources of risk

Reputational risks originate from intemal actions and extemal
events. The three primary drivers of reputational risk have
been Identified as: fallure in intemal execution; a conflict
between the Bank's values and the public agenda; and
contagion (when the Bank's reputation is damaged by failures
in the wider financial sector). Subsequent to the transfer of the
banking business and transition of employees to NatWest
Bank in May 2021 the Bank has reduced exposure to
reputational risk..

* Further details on the NatWest Group's approach to credit risk

are set out on pages 284 to 285 of the NatWest Group 2021

- Annual Report and Accounts.

’

Until October 2021, the Bank, together with certain other subsldiaries of NatWest Holdings Limited, was party to a Capital Support Deed
(*CSD"). Under the terms of the CSD, the Bank may have been required, If compatible with its legal obligatians, to make distributions
on, or repurchase or redeem, its ordinary shares. The.amount of this obligation was limited to the Bank's capital resources in excess of
the capital and financlal resources needed to mest its regulatory requirements. The CSD also provided that, in certain circumstances,
funding received by the Bank from other parties to the CSD became immediately repayable, such repayment being limited to the Bank’s
avallable resources. Subsaquent to the transfer of the business to NatWest Bank, UBL was removed from the CSD.

i Analysas of changes in financing during the year -

Share capitat, share premium

and paid-in equily Subordinated liabilities(*!

2021 2020 2021 2020

£m £m £m __fm
At 1 January 314 314 . . 108 102
Cumency translation and other adjustments - - (8) 6
At 31 Decamber ' 314 314 . 100 108

‘Notes .
(1)  Included in amounts due to halding pal and (eilow

(Note 8). Thls demlea € 120 nuron undated ioan notas held by NatWest Hoicings (3 months EURIBOR

y (PRA). CIaims in respect of the Bank's loan capital are subordinate to

plus 0.80%); repayable ot e option of the Bank, only with prior of the Pn 9!

the claims of other creditors. None of the loan caphial is secured.

14. Anaiysis of cash and cash equivalents

Y

2021 ' 2020

. Em £m

At 1 January : . 5,674 5,290
- Net cash (ouflow)inflow . . (5,152) 381

Effect of exchange rate changes on cash and cash equnvalents t o 3

At 31 December 522 . 5,674

Comprising:

Cash and balances at central banks - 356

Loans to banks(" 522 - 5318

Cash and cash equivalents 522 5,674

Notes: . ' ) © L '

(1) Included in amounts due from holding los and fefiow iarles (Nate 6).

30
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- 15. Directors’ and key managemaent remuneration

The composition of the Bank’s board of directors was aligned to its intermediate holding company NatWest Holdings Limited until 29 -
July 2021 when the independent non-executive directors stood down. All directors serving during the financial year were remunerated
for their services to the NatWest Group as a whole, and their remuneration cannot be apportioned in respect of their services to the
Bank. Details of the directors’ and key management remuneration can be found.in the Directors’ remuneration repor, set out on pages
136 to 180 of the NatWest Group 2021 Annual Report and Accounts.

16. Transactions with directors and key management

>(a) At 31 December 2021, amounts outstanding in refation to transactions, arrangements and agreements entered into by authorised
institutions in the NatWest Group, as defined in UK legistation, were £7,032,040 in respect of loans to sight persons who were directors
of the Bank at any time during the financial period.

(b) For the purposes of IAS 24 ‘Related Party Disclosures’, key management comprises directors of the Bank and fnernbers of the
Executive committee. Applying the captions in lhe Bank's primary financial slatements the following amounts are attnbutable in
‘aggregate to key management: . .

2021 - 2020

- : — . “~____£000 - £000
Loans to customers - amortised cost ’ ' : ’ 8,632 5,105
 Customer dappsits - amnrﬁsed qost ) ' . . 45,719 39,164 ‘

The amounts in the above table are attributed to each person at their highest leve! of NatWest Gmup key management.

Key management have banking relationships with NatWest Group entities which are entered into in the normal course of business and

on substantially the same terms, indluding Interest rates and security, as for comparable transactions with other parsons of a similar

standing or, where applicable, with other employass. These transactions did not involve more than the nomal risk of repayment or
present other unfavourable features. Key managemant had no reportable transactions or balances thh the holding oompanies

17. Related pamas )

UK Government
. .The UK Govemment‘s shareholding is managed by UK Govemment Investments Limited, a company wholly owned by lhe UK
Govemment. As a result, the UK Govemment and UK Goverament controlled bodies are related parties of the Group.

At 31 December 2021, HM Treasury's holding in NatWest Group's ordinary shares was 52196%.

The Bank enters into transactions with many of these bodies on an am’s [ength basis. T'ransactions include the payment of taxes,
principally UK corporation tax (Note 5) and value added tax; national insurance contributions; tocal authority rates; and regulatory fees
and levies; together with banking transactions such as loans and deposits undertaken in the normal course of banker-customer '
relationships.. B -

Bank of England facilities

The Bark may participate in a number of schemes operated by the Bank of England in the nommal course of business.

The Bank, as a UK authorised institution, is required to maintain a non-interest bearing (cash ratio) deposit with the Bank of England
. amounting to 0.368% of average eligible liabilities in excess of £600 million. The Bank also has access to Bank of England reserve .

accounts. These are sterling current accounts that eam interest at the Bank of England Rate.

Related undertakings

In November 2020, the immediate parent of Ulster Bank Perision Trustees Umlled (UBPTL), Ulster Bank Limited (UBL) wmte toits
customers to advise them of its intention, subject to legal approval, to transfer the UBL business into its immediate parent, National
Westminster Bank Plc (NatWaest Bank). Legal approval was granted on 7 April 2021, and the transfer made effective from 3 May 2021,
As part of this reorganisation colleagues that had been contractually employed by UBL transferred to become employees of NatWest
Bank. NatWest Bank also took over the role of sponsor of UBPS from UBL. UBPTL remains the corporate trustee of UBPS. Following
the granting of legal approval for this transfer, UBPTL's board approved the transfer of ownership of UBPTL from UBL to Nathst Bank.
UBPTL becamse a direct subsldvary of NatWest Bank on 6 May 2021. . .
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17. Related parties continued

Atthe balance sheet date the carrylng value of lhe Bank's shares in subsudlary undertaklngs was £nil (2020: £100).

The table below dcscloses items mduded in income and operaung expenses for lr-ansadions between the Bank and fellow subsidiaries

of the NatWest Group.
2021 2020
_ ) _ £m _£m
Interest receivable Coe R s . ' S 7 37
Interest payable co- . . L {1) (12)
Fees and commissions neoeivable T . v S ' 1 2
Fees and commissions payable ) : ’ .. - (1)
Other operating income ’ . : 29 48
Other administrative expenses ] . _ _ __(2n (o1
. 9 (17)

18.; Ultimate holding éompahy

The Bank’s ultimate holding company is NatWest Group plc which s incorporated in Gréat Britain and registered in Scolland and its
immediate holding company is National Westminster Bank Plc which is Incorporated in Great Britain and registered in England.

As at 31 December 2021, NatWest Group plc heads the largest éroup in which the Bank is consolidated. Coples of the consolidated

accounts of both companies may be obtained fnom the Company Secretary, NatWest Group plc, Gogarburn PO Box 1000, Edmburgh

.EH12 1HQ.

At the balance sheet date the UK Govemment through HM Treasury, held 52.96% of the issued ordinary share capital of the uitimate

holding company and was the Bank's ultimate controlling party. Through directed buybacks the UK Govemment holding reduced to

* 48.03% in March 2022 and, as a result, at the date of signing NatWest Group plc is the Bank’s ultimate holding company and ultimate

controlllng party.

19. Post balance shaet events -

“There have been no slgnlﬁcant evants between the ﬁnancual year end and the data of approval of the accounts which would require a

" change to or addmonal disclosure in the aoooun&

o kY2
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