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Conister Bank Limited
Direclors’ Report
for the year ended 31 December 2014

The Directors hawe pledsurs in submiling their annual report
and the oudited financial stalemants for the year ended 31
Docarmber 2014,

Principal activities

The principal acfivities of Conister Bank Limited (the Company”)
and s subsidanes (logether refared 10 as the “Group”) afe the
proision of agset and perona! finance,

The Compary holds 8 banking Reence under section 7 of the
Financial Services Act 2008, Deposils made with the
Company ane covared by the Depositors’ Compansation Scheme
contained in the Banking Business (Compensation of Oeposions)
Reguiafions 1881,

Resuits and dividends

Tha Cireciors do not propese the paymenl of 8 deidend (2013
Enf). The proposed translers 1o ard fiom resanmes ane a5 5ol ol In
thit Staterment of Changes in Equaty on page 12

Share capital

Paniculars of the authonised and issued share capital of the
Gompany ans sef oul in note 23 19 the Ghancal slatemants.

Significant shamheldings
Al of the lssued shares of the Company ane held Dy hans
Financial Growp PLG MMEGT),

Diractors

Datails of currend Direclors are sol oul on page 1. Trewar
Kirk and MNal Duggan were appointed as Non-Execdive
Directors on 20 October and 28 December 2014 respeciively.

Directors” liakillty insurance

The Company mainlaing insurance covar for Direclors
Eabiity In relation to the Group
Fixed assats

Tha mevemsnt m fixed !HHHM!:H“'IH YRAr is 38l ol N
note 17 fo the financial sletements

GStaff

At 31 Decambar 2014 thera wers 23 members of staff, 2 of
wharm ware part-tima (2013:; 19 members of staff, 2 of whom
wore part-fima).

Investments in subsidiaries

invesimenis in the Company's subaidianies are disckosed in
mnole 18 1o the financial statemants.

Auditors

KPMG Audt LLC, being eligible, have sxpressed their
willingness o continue in office in accondance with Section
12(27 of iha |ste of Man Companias Act 1882,

By ardar of the Board

L- A Crosed oy
Lesloy Crossley
Company Secretary
26 Fetnsary 2015
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As an Isle of Man registered company there is no requirement o produce & corporate governance repart. However, the Board
follows best practice and therefore has prepared such a meport.

This report-ilustrates how Marx Firancial Group PLE (thal is he Company's parent and all 03 subsldiames, "MFG Group®) and
Conister Bank Limited (“the Bank™) would comply wilh the principles sat oul in the UK Corporate Governance Coda principles found
ini the UK Corporale Gowemance Code 2012 relating 1o corporale govermancs

The Rola of the Board
Code Frinciple A.1: Ewary comparny showd be headed by an effective bhoard, which s collectively responatble for the long-femn
success of the company,

Conister Bank Limited's Approach

The Bank's Board Is cofectivaly responsibile for the long-torm success of the grganisation. i principal function ks o delarming the
strategy and policles of the Bank within an effective control framework which enables risk to boe assessed and managed, The Board
ensunes that the necessary financial and human resources are In place for the Bank to mee! [ts objectives and that business and
management performances are reviewsd, Furthesmora, the Board ensunes that tho Bank operates within its constitution, relevant
legisiation and regulaition #nd thal proper accaunting records and efféctive systems of business contred are established, maintained,
documenied and audied.

Theee are af least four formal Board meetings each year. All Board mambers have the benefit, at MFG Group's expense, of liabiy
insurance In respect of their responsibilities as Dirsclors and have access 1o independent legal or ofher professional advice If
raquined, The Board has a formal schadule of matters which are resarved for Hls conslderalion. - The MFG Group hes estabishoed
thren committess 10 consider specific issues in greater datall for the Group as a whole, being the MFG Group Audit, Risk and
Complence, Remuneration and Momination Committess. The Terms of Reference for each of theae commatbees Is publisheed on the
MFG Group's wabsite (weavw.mfg im) and fuether informalion is detalied babow

MFG Group Audit, Risk and Compliance Committee _ )
Tha MFG Group Audit, Risk and Compliance Committes meets at least four times each year and comprises two Non-axecutive
Directors, currently Alan Clarke (Chairman) and David Gibsan. The Exscutive Direciors and represantatives from e inlemal and
gxtemal auditors attend by mwvitafion: [is role is responsible for reviewing mmmgﬁmdﬂrpﬂwﬁnlsﬂumﬂmmd
information disclosed in the accompanying Direclors’ Repen, 1o review the effeclivensss of infernal controls and risk mana
systems. to moniter and review the efectivencss of the intemal audlt function and fo consider and recommend (o the Board (for
spproval by the members) the appaintment or re-appointmant of the sxternal auditor, The Committea reviews and monitors the
external audilor's objectiity, compelence, effectiveness and independance, ensuring that if they or their associates ane invited 1o
undertake non-audii work it wil nol compromise audior objectivity and independence.

MFG Group Remuneration Commities N B

The MFG Group Remunaration Commilles usually meels a1 least twice a year and comprises of two Mon-executive Directoss, with
ihe Chalrman of the Beard, Chief Executive Oficer, Head of Human Resources and axternal advisers atiending by invitation whan
appropriate, It Is chaired by Alan Clarke, and is responsibibe for determining the remuneration of the Chisf Execative, the Chairman,
the Execulive Direclors, the Company Secralary and other mambers of the managasmant. Commitiee members do not take part in
discusslona concerning their own remunaration.

MFG Group Nomination Commities

The MFG Group Momination Committes, which meets al leasl once a year, i comprised of the whole Board. It ks chaired by Jim
Malkon and is respansible for making recommendations to the Board on matiers refafing (o the compesition of the Board, Inchsding
exaculive and non-executive direcior succession planning, the appoiniment of new direclors and the slection and re-alection of
direciors whare applicabla.

Division of Responslbliities '

Code Principle A.2: There should be a clsar division of responsihiiies a!mmudimmhﬂmﬂhmmﬂm
board and the execulive responsibiily for the running of the company’s business. No one indhidual should have unfelfered powers
o grST T,

Conister Bank Limited's Approach _
Tha offices of Chairman and Managing Direclor aré distinet and held by different pacple. The role of each is set oul in their
respective job dascriptions, The Chairman is responsible for leading the Board, ensuring its Elﬂﬂdhl'ﬁ'llﬂll i all aspects of iy ke,
promoting & culture of opeénness of debate. The Managing Direclor is responsibie for managing the Bank's business and operations
within the peramelers set by the Board,
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The Chairman
Code Principle A.3; The Chairman is responsbie for adership of the board &nd ensumng its effecliveness on alf aspects of 8
ols.

Conister Bank Limited™s Approach

The Chairmean sefs the direction of the Board and promodes a culiure of openness and debate by faclilating the eflactive
conbibuticn of Man-axeculive Diractors and ensuring conatruciive relalions between Executive and Non-axeculive Diteclom, The
Chairman also ensures ihal Direclors recetve accurate, timely and clear information. The Board of Cirecion s commitied 1o bas!
praciicg In conporale goveMBnNCE.

Non-axeculive Directoms
Code Principle A.4: As part of hair role as members of 8 unifary board, non-executive dinrcfors should consfructivedy challerge
and help develop proposals on alralegy.

Conister Bank Limited's Approach

The Non-gxeculive Direciors are responsible for beinging indapandent judgement to tha discussicna heid by he Board, using their
breadth of exparence and widerstanding of the business. Thesr key regpensibiliies ame to constructively challange and coniribule o
slrategic proposals, and to monitor performance, resources, and standards of conduct, complance and control, whilst providing
support 1o execulve management in develoging the Bank

Tha Compaosition of the Board
Code Principle B.1: The bosnd and its commiltess should heve the aperoprisle batamce of skills, experence, indspemdence amd
knowledge of the company o enabie them fo discharge thelr regpective duties and msponsibiities effectively,

Conigter Bank Limited's Approach

Al the year and, the Board comprised five Nor-executive Director and three Execufive Directors. All Non-executive Directorns ane
considered by the Board 1o be Independent in character and judgement and to have an appropriate balance of skills and
experience, They are af also considered to be free of any relationship or circumsiances which could materially intarfere with the
axereise af their judgement, impeda the provision of construclive challange io management and provide assistance with the
development of strategy.

Appointmeants to the Board
Coda Principle B.2: There should be & formal, rigorous and Wransparent procedure for the appaintment of new directors. fo the
board.

Conister Bank Limited's Approach

The principal purpese of the MFG Group Nomination Cemmities is to underiake the assesament of the balance of skills,
experience, independence and knowiedge on the Board againat fhe requiremenis of the business, with a view 1o Getermining
whether any shortages exist, Having completed the assessmen, the Commities makes recommendalions 1o he Board accordngly,
Appointments 1o the Board are made on merit, with due regard 1o Ihe benefils of diversity, inciuding gender. Within This conlexd, the
paramount cbjective |s the salection of the besl candidale, imespective of background, and it i the view of ihe Board that
astablishing quotas or tarpats lor the diveraity of the Board is not appropriate.

All Direcior appointments must be approved by the Isie of Man Financial Supervision Commission, as required undar the Financial
Sarvices Rulebook 2013, before they are Bppointed to the Board,

ommitment . ,
Emwlmrmﬁmwdhmh.ﬂuﬂﬂimﬂﬂnfﬂm.hhm@uﬂrrﬂmmwﬂnﬁbﬁm
effeciivnl.

Conister Bank Limited’s Approach
Piior to: appaintrent Non-executive Directors are required to demonsirale that they are ahda {o aliccate sufficien! Bma o undartake

thair dubies.

Development .
Code Principle B.4: AN directors should recefve induction on joining the board and should fegularty updite and refrezh their skills
and knowledge.

Conlster Bank Limited's Approach
All now Directors undergo formal induction with any traming of development needs being identilied during this process, CHreciors
continua to attend exiemal and inMermal seminars and presentations to maintain and update their knowledge and skills
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information and Support
Code Frincliple B.5: The board shauld be suppled in a limely mannar with informalion in & fanm and of & guslly appropriata o
enshla if fe dischanfe s duliss.

Conister Bank Limited's ApproachThe Chairman ansures thal the Board recelves sccutate, limely and elear information in & form
and of sufficient quaiity to enable it 10 full its responsihilities

All Directors have access 1o the advice and services of the Secrelary who Is responsible for ensuring compllance with all Board
procedures and advising the Boand on governance matiers.

Evaluation
Code Principle B.8: The board should undertake a formal and rigorous annual evaluation of its own perdommance amd that of its
commiftess and individual direciors.

Conister Bank Limited"s ApproachAn intemial process exists to evaluate, on an gnnual basis, the performance and effectivensss
of Individual Direciors and of the Board and s commitiees. The Non-exacutive Directors are evaluated by the Chainman, taking info
account (he views of other Dirsctors. Executive Directors are evaluated in accordance with the appraisal framework for MFG Group
employees generally with the Chief Execulive's appraisal being conducled by the Chairman, afler laking info account the views of
oaher Ditectors and his immediale subordinates.

Financial and Business Reporting
Code Principle C.1; The board should presenl & fair, balanced and understanciable assessment of the company’s posiian ind
prospects

Conlster Bank Limiled's Approach

The Board confirms that the anmuad reped and mm.manmum.umf.hﬂmudmdmdﬂmm;mumnm
information necessary for members 10 assess the Bank's, business model and strategy. The responsibiities of the Directors in
relalicn lo the preparation of the Bank's accounts are sel out on page 7. The Chairman's Review found in the Company's panen
gnnual report on pageazandawmm:datﬂmmﬂmhﬁﬁﬂwp‘nbuﬁmum:ammwapm

Risk Management and Intermal Control
Code Principla C.2; The board i mmmmrmﬂummmﬂm#mmmmunmum Pake i
achiawing its strategic ohjectives. The hoard should maintain sound risk managernent and intemal conlod sysients,

Conlster Bank Limited's Approach

The Board is respansitie for determining a framework for risk manageman and control,, Senior managament ara fesponsihie for
designing, operating and monitertng risk managernent and intornal cantrad processes in line with ihe risk appetile and toierance
while the MFG Group Audd Risk & Complisnce Commitiee, on behall of the Group Boards, are responsible for reviawing ha
adequacy and effectve operation of fhese processes. The role of tha MFG Group Audht, Risk and Compliance Committes is
dascribed previously, and provides the Board with independen] assurance that tha MFG Group b8 operating specifically
amﬁmﬂhﬂhmﬂumﬂ%dﬂﬁ#ﬂﬂﬂwuhﬂhaﬂmrﬂaﬂdhﬂﬂmumlhalmﬂwmmfwlhtMFﬁ
Group's vanous activities are in lina with those parameaters.

The system of internal conlrol everall j& designed 1o enatis the MFG Group fo achéeve it corporate objectives within the Beard's
pre-determined risk appétite, not 1o elminate risk. The nternal audil fmction, performed In-house, provides independant and
sbiective assurance thal these processes are appropriate and effeclively applied.

Audit Committes and Auditors

Code Principle C.3: mrma;mmwmmmHMammerwﬁﬂwmwmwmwm
mmf;smpmmmrﬁ:mmmwm inemal control panciples and far maintalsing an appropriate relationship wilh Lhe
compay's audifca



Conister Bank Limited
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for the year ended 31 December 2014

Conister Bank Limited's Approach

Al the end of the year the MFG Group Audil, Risk and Compliance Committes comprised of two Non-axecutive Direclors, The
Chgirman of the Board & nod a member of the Commities, The Board ks salisfled thal the Commtes s comprised of memibers with
recant relevant financial experienco who are capable of discharging their duties and responsibilites, The role of the Committes ks o
review the integrity of the nancial statements and the balance of information disclosed In the accompanying Diraclors’ Fagod, o
review the affectivensss of intemad contrels and risk managemenl systems, fo monfor and review the effectivaness of the internal
aud® funciion and 10 consider and mecommand to the Board (for approval by (he members) he sppoitmaent of e-appointment of
tha axernal avdior. The Commitles reviews and. monflors the external sudifor's objectivity, compelenca, effectivensss and
independence, ansuring that if they or thidr assocales are myvited 1o undertaks non-medil work 4 will hol comproemies. awdior
oiactivity and infepandence, Tha aclivities of the MFG Group's imemal audit hinction, wisich is underaken nhiuse, ant oversoen
by tha Execulives and have direc] Bocess 1o the Committes Chalrman

Remuneration
Code Principhe D.T: Levals of mynunarafion should be sulffcient fo siirecl, refadr and modivele direcions of the quaidy raquined fo

rur the company siccessfly, bul & company showld svoid paying more than s necossany for iy purpose. A signiicand propordion
of execulive dineciors’ remuneralion shoukd be slruclived 0 8z o fink rewards to corporate and imdividual performancs.

Code Principle D.2; There showkd be a formal and transpament procedure for devalaning palicy an exaculive remrameralion sed for
fixing ihe remuneration packaaes of Indhvidual diregtors, Mo airector should be frvalved in deciding s or her own remiuneration.

Conister Bank Limited's Approach
The Repod on Directors’ Remunemtion, prepared by the Chisirman of the MFG Group's Remunaration Comimdites, is to be found in
the Company's parent annusl repod on pages 10 and 11 and explains how the MEG Group complies with the Code Principles
relating to remismeration,
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The Dlreciors are responsible for preparing the Directors’ Repen
and the fancial statemants in sccordance with applicable law
and regulations.

Company kaw requiree he Déectors 1o pepgare financial
slatements for aach Tnancal wear, which meet the requiremants
of lsla of Man campany law. |0 sddiion, the Direchors have
alected to prepare the financal statemants in accordance with
international Finansial Reporfing Standards

The financial statements are required by lew o give a true and
fair view of the stete of -aflaire of the Group and Parenl
Company and of ihe profil os loss of the Group or thad year,

in preparing these financial statements, the Direclors are
requited to:

= geléct suilable sccoumting policies and than gpply them
consistenthys

= maks judgemonts and eshmates thatl ame reasonabie and
prudent,

= slabe whather they have been prepared in accordance with
Infernational Financisl Raportng Standands, and

v prepare fhe finencesl stalermenis on the going concem basis
unless it is inappropriate 1o prestme that the Group and
Parant Compeny will continue in business.

The Ditectors afe résponsible for keeping proper accounting
records that are suficient jo show and explain the Parent
Company's rensaclions and disclose with reasonable Bccuresy
a @ry firne the financial positien of the Parent Company and to
gnable hem 1o ensure that its fingncial statements comply with
the Companfes Acts 18371 1o 2004, Thay have general
responaiblilily for laking such sleps as are reaaonably open fo
them to safeguand the assets of the Group and fo préyant and
detect fraud and olher iregquianties



Conister Bank Limited
Report of the Independent Auditors

Report of the Independent Awditors, KPMG Audit LLC, 1o the
Mamber of Contaler Bank Limbted

Vi have audded ihe financiel staleménts of Contdler Bank Lnted
(ke Company™) for the year erded 31 Decembar 2014 which
comprise the Corsclldatind Stalement of Comprofipnaim Iricoma, the
Conzaidated and Parant Company Sialemants of Finaneinl Positian,
ike Consaldated Statemani of Cash Flows and the Consolidated and
Parent Company. Changes In Egqolty and the refated rates.  Tha
firanctal reporting Irameecdk thal hos Besn dpplied & ihair
prepasatian i applicable law and |mernationsl Financizl Reponing
Standards (IFRGa),

This regeet b5 made soledy lo the Compamy's mémber, a5 a body, in
accordance wilh Bection 15 of {he Companias Adt 1582, Our sudi
work his been undeftiken 40 that we might siate fo the Parent
Compamy's mambar those matiers we are ieuired to sdabe B0 ¥ Imon
Agdibors” report and for no othér puiposs.  To jhe fullest extent
prmted by e, wa do nol scoapl or sssumi msponsiiity bo
gnygne other than the Parenl Company and the Pement Company's
membar o8 8 body, for ol audil work, for b Tepert. of Kr tha
cpindong we have fomed,

Hespechve resporsitiltes of Qiecions and Augifos

fs saplained mrove Tuly i the Statoment of Direchons’ Responaibiitias
gel g on page T, ihe Direciors am rmaponaible for the preparation of
Francink sdataments that ghwe o trie and fair view, . Our responsibiity
i bo audit, and expoess an opinon on, the fnanclal sisemenls In
accomdanos with mpphchbss tyw and Mnlemationad Standargs on
Audiing (LUK ard iraland), Those standards requine us bo comply with
the Auditing Practces Baand's Ehicsl Standasds for Auddan

Soope of M avdit of the Mnancial letemonts

An opuds iveohes oblsdning evidoncé sbout the amuints and
disclesures i tha Bnancial siatemenis: sufficler to give resacnabie
ossurance thal the financial staierments am fes from moberial
missiabement, ‘whather caused by Iraud 'of effor, This inclodes an
assansmand ol whather the accounting policies are approprinte to tha
Group's cicumstances and have been consistantly applied and
pdequaisly dieclogsd; e nesscnsbleness of wignificand sccourding
pafnates made by ihe Direciors and the overall prassnlation of the
finmncial stsfaments.

Opdnion o ive Anancial slafements

Im pur oginken the lnamsial slatements:

& -ﬁiimardhkmﬂﬂulhh.ﬂlhﬂlﬂm'llndFlmni
Compary’s affain a2 a8 31 Decombar 2004 and of the Group'a
prafil foe the year than gnded;

* sl haen properdy prepand in accondance wilh IFRSs, and

*  have been propely propased in accerance with 1he provisions of
Comparibes Acts TE31 (0 2004,

Meiters on which wa ag reguimd o raeoard by escspiion

Wi hpve nolhing Yo report in respact ol the fallowing mafiors whens

the Companies Acts 1031 f9 2004 requing us fo feport jo you I, in au

apinian:

» propar bocks of sccauni Fave nol been Wept by (e Parent
Company ard proper rebuins adbgquate for oo awedit have not
begn recetesd fnom Branches ned vished by us! o

« tha Pamenl Companys sisismenl of finanpial - posiion  and
Staperman of Comprahamaig income s not in agreamand with
ihe boaks. of sccount and feluns; oo

# cedtain discicaures of Dineciom' remanention apecifed by bre o
nat made; or

= wa e not moahved =5 1ha information and @dplanabions we
recuire fpr ous sudil.

Emphasis of Malier— Richabn of Valme Added Tar (#AT)

in forming cur opinfca Gn the Anancial sletemants. which i not moded,
we have consihared Tha adequacy of ihe disclsunes mada s note 18 o
iha fnpncial stalemanis conoaming 1he meclaim of VAT,

The Company's hotal expofure in rehlton bo ihis madber & E689,000,
comprising & debtor balance of £468,000 plus an sddiional E123,000 VAT
eclaimed unded the Pamal Exsmplion Special Mathod (PESH) B the
e from G4 3041 ko O& 012

The Company, 82 the Group VAT megistersd ageal has for somé tme
coasidend the VAT mogvery fale being obiained by Ehe busimess to De
nediher il nor resscnable, specifically regonding the afrbubion of par of
ihe reskliual input tax ralating io the HP business not being considensd & o
taxable supply and hove raiged 0 rumber of quenes with the sl of Man
Gowetiment Custars. ang Exchae Dhislon (GAE) in this regard ovar &
numiber of yors

Tha daclsien of tha Firsl-Tier Tax Tribunal released 18 Awgust 2011 In
respect of Volswagen Finanssl Senicas (LK) Lenited v HM Revonuo &
Customs (TCH401) (WWFS Decsion®) added significant weight 1o the
case put by the Bank and 8 reqoeal fe¢ & revised Partal Exampiion Spacial
Methed was submitbed in Decemivar 2011, The propozal pul fofwidd by tha
Company wis thal the mviasd mothod would -aflecabe S0% of coats in
fespect of HP ansascions fo a fmabls supply and 20% to an exempl
supgh. | sddtion af this tmo o Voluntery DEclosurs wis made &4 0
reinaspachive cloim for inpol VAT under-ciakmad i Lhe sl & yoars

in Mowemcor 2042, § was aancunced thel the HMRE Upped Tribunal hed
averturned [he Flat-Tisr Tribunsl in relafion to the WAFS Decisian. VWFS
nas sulbRaquantly beon ghven laave (o appeal snd this was scheduied to be
heard in October 2013, However, i was celayed by HMRC pending
radarancs fo & relevard Eurcpoan Court of Judgeman in the casa of Banco
mh(c+w13}mmmumhmummﬁwm1mwzmq
mrd nded againet the teopayen, however Bhe Empact of the jucgemani an
ihe VWS cose i unchear Bnd tha VWIS 5 a8l procesding with ihe sppas
o ihe Coul of Appaal The re-appeal B now schedulsd for Ao 2015

O the bagie of tha discussiors and oomespondance whash have Tean
placa bobween the Company and CAE, in sddition to the WWWFS Appes!, the
Dérecinss nre comfident thal the jotal VAT claimsd . & £580,000 will bo
socured and accordinghy w debitor balance of E456,000 has boen inchadsd
in the financial statements for the year ended 31 December 2014 and 31
Docember 2045 and no provision has Sesn made for the possibis
repaymenl of the £123,000 VAT reciaimed to dale, which mighl becoms
repayoble dapanding on the ulimate cutosmes of the VIWFS dedwion, Dug
j& the  Inhoeent imcoctainty sasociaied wilth he culcomse of e WAAF3
Appenl and B8 impact on  pegoliations with CBE, e amewnl of
ralreasestive VAT recoversd and Lhe smadid of pravislos in respedt of VAT
peciaimed fo dais in retalien te shis matier may difter matednlly om the
prnourts stabad in the fnonclal sislemants:

KPWMG Audit LLE 16 Fapmuary 2015
Clprarsd Aot

Hazsilagpn Court

41 fghe! Sireel

Douglas
tslo of hden MR THM
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e 2000 2000
| | £
Continuing operations
Inferest mcome ;] 13,634 10,750
Interest sxpanss {2,808) (2,138}
Net interest income 10,825 g4
Fae and commisabkon ineome 25 67
Fee and commission expenss (1,083) (GE)
Cammission share schemas 3p) (3, 745) {2 248%
Met fer and commission exponse [, BOT) 3 158)
Net trading Income 018 5458
Othar operating indems 134 78
Ciperating Income G152 5,535
Provesion fof impanimant of loan assets 7 {550 {8355)
Personnel expenses (2,104} (2.068)
Depseciation 17 (215) {237
Oihar expenses {1.961) 2,238}
Depositars’ Compensation Schame recovery | 11 100
Raealized gaine on available for sads fnancial insfrurments 32 18
Realised loss on financial assels carried at fair value (1 )
Profit for the year on continuing operations 8 1,364 226
Dizcontinued operations
Loss on disposial of & subsidiary 18 {218) -
Profit befors tax payable 1,148 235
Tax payable 10 {132) {20)
Prafit for the year 1,078 205
Other comprehensive Income
items that will be reclassified to profit or loss
Avallabie for sale gains taken 10 equity & 10
itoms thal will never be reclassified fo profit or loss
Actuarial losses on defined benafit pensien scheme taken 10 equity 22 {173} (53]
Total comprehensive income for the year atfributable to ownors 849 162

The notes on pages 13 to 3¥ lorm part of ineze financial statemenis,
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Company
2014 2013 2014 2m3
MNote  E0DO £000 EODD £000
Assets
Gazh and cash equivalents 12 5,798 4,008 5,BE0 3094
Financial assets al a tair value through profil of loss 12 47 48 47 48
SAirailabde tor sala financial nstruments 14 18,775 8,000 18,775 .000
Loans and advances to customens 15 89,268 75,651 Bo, 268 75,829
Property, plant and edqupmant i 521 &S £00 549
Irvesiment in group underakings 18 " . 10 10
Amounts due from group undertakings 18 178 88 1,487 262
Trade and other recaivables 19 550 a5 295 TER
Deferred tax asset 10 243 345 243 345
Goadwil 16 448 448 448 A4l
Tital assets 116,877 80, 018 117 451 81,044
Liabilities
Customer accounts 20 100,259 78,118 100,259 ¥B,115
Ambunis due io group undedakings 18 104 127 1,803 1.455
Coodiloss and accrpesd charges 41 1,636 G7a 1,599 875
Suberdinated loan 28 3,800 2,000 3,900 2,000
Pension hability 22 BB 2532 J88 252
Total abilities 106,264 B1.172 107,545 g2 408
Equity
Calag up shans capital 23 5,000 &,.000 5,000 5000
Retained sarmings 5553 4 744 4,502 3 546
Total equity 10,5493 o, Tdd 5,502 B.546
Totah liabilities and equity 116,877 90,916 117,451 1,044

Don McCrickard Juan Kelly
Charman Managing Derector

The noles on pages 13 12 37 form part of these financal slatemants.

statemants ware approved by the Board of Directors on 28 February 2015 and signed on their behall by.

G~

Douglas Grant

Group Finance Direclor
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2014 2013
Note EDDD EQDG
RECONCILIATION OF PROFIT BEFORE TAXATION TO OPERATIMNG CASH
FLOWS
Profit before tax on conlinuing activilles 1,384 225
Realised lots on Enanckal aaoel camed at fair valta 13 1 3
Realisad gains on available for sale Anancial nstruments 14 3] (18}
{Gain) / loss on disposal of proparty, plant antd equipgment (5 17
Depraciation charge 17 215 237
Aciuarial loas on defined benefl pengion schem taken 10 egulty &2 (173) (53}
InGrease in pension Eabilily 128 g2
Los=s on disposal of subsidiary 218) .
(Imeremse) / dacreass in irads and othar gablors (=td) 2848
Increase in trade and other croditons 2,802 g20
Mol cash inflow fram trading activites 3,178 1,851
Imcraasa in loans and advances 10 cusiomars [13.815) (17, 165
incréana in deposll socoums 22,144 14,384
Cash tnflow | [outiiow) from operating activitios 11,707 (1,134)
STATEMENT OF CASH FLOWS
Cash Nows from operating activities
Cagh inflow / (outfiow) from operating activities 11,707 {1,134)
Taxalion paid - =
Met cash mflow | (outflow) from operating activities 17,707 1,343
Cash llows from investing activities
Purchase of tangitle fixed assals 17 {183} (155)
Sale of tangible fived assels T .
{Purchase) / sale of available for sale financial instruments (8,737} 3512
Met sash {outflow) | Inflow from investing activities (9,813} 3,357
Inorease in cash and cash equivalents 1,764 2223
Ingiudad in eash Mlows ana;
nerest received - cash amounts 13,280 BOTE
Interest paid — cash amaunis (2 80} (2,101}

The noles on pages 13 io 37 farm part of thesa financial stalements.
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Statement of Changes in Equity
Share Retained

Capital Earnings 2014 2013
Group £000 £000 EDOO EQ0D
Balance g -at 1 Janueary 5,000 4,744 8,744 8582
Profit for the year . 1,018 1,018 205
Ofher comprahons e incame - (167 (167) 143)
Transactions with awners:
Dividand o equity holdars = - . ]
Balance as at 31 Decamber 5,000 5,593 10,583 g 744

Share Retalnad .

Capital Eamnings 2014 2013
Campany E000 £000 E0HD E000
Balance a1 1 January 5.000 1,546 8,548 g427
Profit for the year . 1,123 1,123 162
Giher comprahenshe Income - (167} (167] 43}
Transactions with owners:
Dividiend io equity heddars - - & -
Balance as at 31 Decembar 5,000 4 502 502 B548

The notes on pages 13 1o 37 lorm par of these financial stalements
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1.  Reporting entity

Conister Bank Limited ig 8 compary domiciied in the Isle of Man. The consobdated financial stalements of Conister Bank Limited {referad
o hereafter as “the Bani” or “the Compamy™) for the twahve months ended 31 December 2014 comprise the Bank and ils subsidiaries
{logethes refermed 1o as the “Group™),

A semimary of fhe principal accounting poficies, which have been appéed conslsiantly, s sel ou below.

2, Basis of preparation
fa) Statement of compliancs

The consclidated fimencal slatements hawve been prepared in scoordance with marnatonsl Fnencial Repoding Stancards
{"IFRSs") as adopted by the European Union ("EUY) and International Financial Reporting Interprelations Committes (“IFRICT)
injerpretations applicable fo companias reperting under IFRS.

The Group has continued to spply The accounting policias used for the 2013 annual regard.

The Group has adopied the foliowing new standards and amendments 1o standards, incisng any consequential amendmants o
other standards, wilh a daie of initial application of 1 Jamuary 2014:

frevestment Erditles (Amendments 1o IFRS 10, (FRS 12 and (A5 27);

Offzetling Financisl Assels and Finencial Liabiities (Amendmeants fo 145 32);

Recoverabe Ampuml Digciosures for Mon-Hrancial Azsels (Arandmienis (0445 3268
tovalion of Dedvathves and Conffraabion of Hedoe Accouriing (Amendments io |AS 39); and
(FRIC 21 Lewies.

Ha significant changes followed the implementation of these standards and ameandmenis,

L] 1 L} 1 ¥

{6l Basis of measurement
The financial statements are prepared on a historical cost bass excent
- Financial instrumends at fair vaiue fivoogh pod or loss are messured a1 fair value, and
AvaEable for cale firancial Instrumenis are measwed al (air vaiue.

(e} Functional and presentation currancy

Those fnancial statemants are esentsd i pounds steréng, which is the Group's funclionsd cumency. Except a5 indcaied. fnancis
information presened in sterling has been rounded to the nearest thousand. Al subsidianes of the Group have pounds starfing as their
funchonal Clrancy.

(dl Use of estimates and judgamaonts
The preparation of financial statemants requires management to make udgements, esimates and assumplions that affect the application
of accouning policies and the reported amounts of assats, Rakililes, income and expenses. Actual resulls may difer from fwse eslimales.

Estimates and underying assumplions are reviewsd on an ongoing basis. Revisions fo accounting estimates are recognised in the petiod
in which the sstimale s rovised and it any fdune perpds affeclad.

hW.hhmﬂmMWmﬁamWﬂﬂﬂmmmmmﬁwm
that hava the most significant effiect on the amounts recognised in the financia staterments ane described in note 3{m).
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3. Significant accounting policies

{a) Boasis of consolidation of subsidiaries

Subsidianes are enfiies controlied by the Group. Control exists wihen The Group has power over an Imiesies, exposure of rights 1o
variable retums fram i3 imcdvament with the investee and the abilty 1o use s power fo affaci those refums. In assessing control,
potential voling rights that presenily aro exercisable aro taken into account. The financia statements of subairianas am incuded In the
conscidated financial siatements from the date that conirol commences unid The date thal coninol ceases.

intra-Group batances, income and axpenses and unrealsed iosses of gains: arising from infra-Groupr transackons. ane sliminsied n
prapasing the consclidated fnancial statements.

il Propery, plant and equipment
Hams of property, plant and eguipmeni are sfated ai histoncal cost less accumuialed depreciation (3ee below), Historical cost inckudes
axpandivLing that ks directly attribistabie fo the acquisition of the items

The assets’ residual values and uselul economic Bves are reviewed, and adjusted If appropriste, al sach statement of fnancial position
date. An assel's camying amoun is writien down immedately (o fs recoverable amounl if te assel’s camying amount |5 greaber (han 25
esmated mecoverable amoun,

When parts of an bem of proparty, plant and equipmen] kave diferent uselul Ives, those somponents are accounied for s separate Rems
of property, plant and equipment.

Depreciation
Assals are depracated on a straght-ine basis except fumiture, which |5 willen down on the reducing bafance bass, 0 as 1o wiite off
e bxook value over Bwir estimated usehul Fves;

Equipment 4.5 yoirs
Vehiclos 4 yoars
Fumilure 10%: per annum
Leasshold mprovements 7 years

{c} Financial assets

Managemant have delermined ihe classification of the Group's financlal 2ssels into one of the fallowing calegones:

Loans and recelvables
Loans and receivables are non-dervative financial assels wilh fxed o determenable payments Bat ane not quoted in an scdive market,
Thay anse when the Group provides monay direclly to 8 cusiomar with no infenfion of rading thir recoivable. This classificalion inchudes

gdvances made o cusiomens under hire purchase ("HP™) and finance lease agreermants, personal loans and siocking plans.

Logns ang recognised wien cash i3 advanced 1o ihe borrowers. Loans and recevables afa camied al amorised oost using fhe eflacive
Interest rabe msthod with all movements being recognised fn the Staternent of Compraharshe incoma afler Wking b aocolm provision
for Impasrrnent losses (see note 3 (d)}

Financial azsols al fair value through profit or loss

A financial asset is clasasbed n this category If I s soquired principally for the purpose of selling in the shart herm or if S0 designated by
management, The fair vaiue of the finencial esset sl fair value throwgh profit o loss is basad on the quoted bid price af the siatement of

financial poaithan eate

Avalfable for sale financhl instrimernts

Hoailable for sals nvestmonts A non-decvalive investments thal e designated as avafisble for sale or ane nod diassfiad as another
categary of financial assets. Avalable for sale inestments am camed &1 fair valus. Dividend income is racopnisad in the Statement of
Comprehensive Income when he Group becomes entitied to the dividand, Other fair value changes are recognisad directly in aquity untl
fhe imvestment |5 sold or impaired, whensupon the curmulative gains and lossas provesusly recognised in equity B recognised in e oiher
oomprehensive Monma,

Investmants in subsidiary undertakings
investiments in subsidiary underakings in the parent company Statament of Finandal Position are measured et cost less any provision for

EmparTTn.
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3. Significant accounting policles (continued)

{d) Impairment of financial assets

The Group assesses o each sistement of Enancial position dme whathar Mare = objacive evidance thal a financial esset or group of
firancial as2efs & impaired, Thes anges i, and only if, there is objective evidance of impament as a resull of oo or mons evants Shat
oocred after the nilial recogniion of the asset- (0 lese event) and that logs event of evants has an impact on the estimated flum cach
fewws of the financial sssal, or group of Snanciad azsets, that ean be reliably estimated impairmant loeses afe recognisad in the Statement
af Comprehensive Income Tor the year,

Chipclive evidence that Enancial assels are iImpaingd can include dafault or delinquancy by a8 borrower, restructuring of @ loan or advance
by the Group on forms Sl the Group would nol ibervse consdger, indicafions thatl 8 borrower or |ssuer will enter bankruplcy or olfer
observable dafa relatmg fo o group of assels such as adverse changes in the payment stalus of bomowerns.

Loans and ofher recefvables ere reviewsd for mparment where (heme ofe repayment arreaes and doubl exists regarding recovesabdity.
The impalment allzwance s besad an tha level of nmears fogether with ar assessmen of the expecied fulure cash Bews, and tha vaiue
of any undarlying collateral after taking inlo accounl any imecoverable imerest due. Amounts are written off when & Iz conslderad thal There
is no frther prospect of mcovery.  Whane pasl exparionce has indicaled that over e, B particular category of fnancial assets has
suffered a trend of impalmsnt losses, a collsciive impaimem aliowance is made for expected Insses 1o refiect the confinuing héstorical
frend,

(g} Cash and cash sguivalents
For the purpose of the Sialement of Cash Flows, cash and cash egquivalents comprise cash and depost balences with an ongnal
malirity chate of threa manths o lss,

{f} Fiaanclal Nabiites

Financial iabiikes consisl of customer deposit accounts, subordnated loans, o credilors and accrued changes, Customer accounts
ale recognized immedately upon receipl of cash from e cuslomear. Inlefest peyobie on CUsOIMEr deposits is provided for using this
intenest rate prevvading for the type of account

(g} Employee benefits
Ponsion obiigations
The Group has pengion obligatons ansing from both defined berefl and defined coniriubon pension plans.

A difined contribuion pension plan s one ander which the Group pays fived conkibulions inbo & separate fund and has no kegal or
congtnsciive obligations ta pay further coninbuions.

Definad benef! pension plans dafine an amount of pension benefil that an employes will recenve on ratirement, usualy dependent on one
or more lacions such as ape, yaars of service: and remuneration,

Under the defined benefit pension plan, in accordance with 1AS 19 Employee benefits, the full service cost for the period, adjusted for
any changes 1 the plan, is charged 1o the Statement of Comprehensive income. A charge equal o the expesied increase In the presend
value of The plan Eabiities, s a resull of the plan labiities boing one year closer (o setiiernent, and a credit reflecting the long-term
axpecied return on assets based on the markel vahse of he scheme assets al the beginning of the period, |5 inchided in B Statemant of
Comprehanases |poome.

The statement of inancial posilion records @ an assel or Rability as appropriste, he dflerence between the market value of the plan
assels and the presand value of the accrued plan lishillies. The difierence betwesn the axpecied retum on Bssets and that achuly
achiaved in the period ks recognised in the Statement of Comprehbensive Incoma in the year in which # arises. The defined benef pension
plan obligation is calculated by indapendant actuaries using the projacted unil credit method and & discount rale bazed on he ikl on
A8 rabid corporate bonds.

The Group's defined contiibution pension cbligations e from contributions paid 1o & Group personal pension plan, 5n ex-gratia pension
pian, employee personal pension plans and employes co-operalive insurance plans. For thase pension plans, the amounts charged (o tha
Saatament of Comprehensive income represent the contributions payable during the year,

Other ohligations
Provision is mada for short-derm benefits payable for salaries. holidey pay. social security costs and sick leave on a prorated barsis and 1S
inciuded within crediors and accrued chanes.
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3. Gignificant accounting policies (continued)

[h] Leases

f A Group company is the lessor

Finance leases and HP contracta

When assels ane subject 10 a finance lease or HP conlract, the prosent valoe of the lease peyments fs recogrised as a recaivable. Tha
difference batwoen the gross receivable and (he present value of the recaivabile is recognised os uneamad finance income. HP and lease
income = recognised over the tarm of the contract or lease reflecting a constant periodic rate of retum on the net investment in the
confract of ase.

Iniial direct costs. which may inclube commissions and legal fees dieclly aitribulable o negotiatng and armanging the contract or Iease,
arg included in the measuremsnt of the et investmaent of the contract or leasa al incaptian,

i} A Group company is the lessee

Operating leases

Leases In which a significant portion of the ks and rewards of ownership & retained by the lessor are classfiad as operaling keases.
Fayments made under cpenating leases net of any incentives monived from the lessor are charged 1o the Stalement of Cormprehansive
Income on & etraaght-hne basis over the period of tha leess.

) Deferred taxation

Daferred tantation is provided in i, using the Labilty method, on Grring differences aisng batween the tax bazes of assets and Lahiities
and thetr camying amounts in fha consolidated financial stalements. Deferred faxation is determined using tax rales and laws that have
been enacted or substanbally enacted by the statament of financial position dale and are expecied 1o apply when the retaled deferred
texation is reafsed. Deferred tax assels are recognisad 1o the extent thal U is grobabie that Riture tzable profit will be avatable Bgainst
which the temporary differences can be ullsed.

{#}  Interest income and expense
interest incoma and expense are moognisad in the Staternent of Comprehensive incoma using the efiective interest rate melhed,

The effeciive interést rale is the mie thal exaclly discounts estirmaed fulure cash paymants or receipts of the financial instrument 1o the net
camying amoun of the Brancial asset or financial kabdity, The discount pariod is the expecied life or, where approprate, 8 shorter pericd.
The caleulation includes all amounts receivable or payable by the Group fthat are an integral part of the overall retum, Including origination
feas, loan incantives, broker fes payable, estimated early repaymant charges, balloon payments and all alher premiums and discourts. it
alsn includes direct incremantal (ransacion costs elated 1o the poquisition or issue of The finsncial instrument, The: calculation does not
consider fulime credlt losoes.

Onca a financial assal or 8 grovp of sirdar financis! sssefs has been wifien down &8 & resu? of impainTent, subsequent interesl
income continues o be recogmsed using the original effeciive intorest rale applied 1o the reduned carming value of the Snantial
insiramand.

{k} Fees and commizsion income
Fees and commission income olher than that directly refated jo loans s recognissd over this period for witich senvice has beert providad ar
on completion of an act o which tha fes ralate,

{fh Segment eporting

& segment is @ distinguishahle compenien] of the Group tat iz engaged efiher in providing products of senioes Chusiness sepment”), of
in providing products of services within & particular economic emvironment (“geographical segment™, which ls subject b msks and
rewands that are difievent from thosa of olher sagments. The Group's primary formal for sagment repoviing i based on business
EEgmEnE,
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3, Significant sccounting policles (continued)

{m) Hey sources of estimation uncertainty

hanagemant befave that a key anea of estimation and wncertainty is in respeat of ha Enpeimment aliowancas on loans and advances o
cusiomars. Loans and sdvances to cushormars e svalualed for impairment an & basls described in mote 4{a)l), credd risk. The achuracy
of the impairment alowances dopend on how closely the sstimaied Rfwe cash Bows. mimor sctual expenenca.

in} Fiduciary deposits

‘Deposits received on behalf of cliants by way of a fidogiery agreement are placed with extemal panlies and are nol recognisad in ha
stalamaent of Snandal posltion. Intome in respact of fduciany depas taking i nchuded within other sperating income and recogrised on
an acthuais basis.

(o} MNew standards and intorpretations not yot adoptad
A number of new slandards, amendmants fo standards and interpretations are not effective for the year, and heve nof bean applied
in preparing these consolidated financial stalements.

Newfrevised International Accounting Standardsfinternaticnal Effective date
Financial Reporting Standards (“|AS"/"IFRS") {accounting poriod
commencing on or aftar)
Defived Benefit Plans: Employee Contrdbutions (Amendments 1o [AS 18) 1 July 2074
Amnal improvernents to IFRSs 2010 - 2012 Cycla 1. July 2014
Armnual improvemaents l.l'.'l IFRSs 2011 = 2013 Cycle 1 July 3014
IFRS 14 Regulatory Defermal Accounts 1 January 2016
Accounting for Acguisilions of Interesls in Join! Operations (Amendmens to IFRS 11) 1 Januan J018
Clarificafion of Acceplatde Methods of Depreciation and Amerisation (Amendmanis 1o IAS 16 amd 145
38} 1 January 2018
Agriculiure: Bearsr Plants (Amendments 1o IAS 16 and 1AS 41) 1 January 2018
Equity Method in Separate Financial Statemeriis (Amandments to LAS 27) 1 January 2016
Saln ar Conribulion of Assels batwean an investor snd s Associabe or Jaind ‘WYefdurg (Amandmenis
to IFRS 10 and 145 F8) 1 Janusry 2016
Annual Imprevements fo IFRSe 2012 - 2014 Cycle — various standands 1 danuary 2016
IFRE 18 Reavanue from Cootracts with Customers 1 January 2017
IFRS B Financial instrumants 1 January 2018

The Directors do not expect the adoption of the standards and interpretations to have 8 material impact on the Group's financial
statemanis in the period of initlal epplcation with the exception of [FRS & Financial Instruments.

FRS O, publishad In.July 2014, replaces tha existing guidance in 1AS 38 Financial Instruments: Recognifion and Measureman.
IFRS 3 inchudes revised guidance on iha ciessification and measuremen! of financial instruments, including a8 naw eupected credi
loss model for calculafing impalrment on financial essels, and the new general hedge sccounting requirements. M also caries
forward the guidanca on recognition and derecognition of financial instrumants from 1AS 38. IFRS 8 ie effective for annual reparting
pariods taginning on or afier 1 January 2018, with early adoption penmitied.

The Group is assessing the potantial impact on ils consolidated financial statements rasulling from the application of IFRS 8, Given
this nature of tha Group's operations, (his stendard is expectad 1o have a parvasive impact on the Group's financial statemants. In
particadar, calculation of impairment of Rnancial instruments on an expecied credit loss basks may lead to an increase in the overal
Il of impament allowances.,

{p} Commission shame schemes )
This represants the cost incured in relation o certain loan books where commission is pald based on the overall profitability of the
rabevant book. Each such lending scheme has its own commercially agreed terms.
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4. Risk and capital management
[a) Risk management
Introduciion and overview

The Group has exposure 1o e foliowing risks from s use of financial melruments:

= gredit nsk;

- lquidity sk,

- operalional risk;

- markal sk and

intenest risk.

mmmmwmmimeHhmm.hwnmmwmh
measuring and managing fisk, and the Groug's management of capial,
Risk management framawork

The Board of Directors (ihe “Board™) has overall responsibility for the establishment and oversight of the Group's risk management
frarnework.

The Board has sstablished the Executive Risk Commilies (ihe “ERCT) which reporis to the Audil Fick and Compliance Committes (Ehe
*wmmmmmmwmmmmmmmmm-w
wmmmummadmmmmwwwmmmm
Committes (e "ALCO™)

The ARCC ia responsible for monitoring compiance with the Group's gk management policies and procedures, and for reviewing the
mwhmmmhmmmmmwmm intarmal Audd underakes both regular and ad
m_mammmmﬂMMMﬁm“mmuumm_

i) Credit risk
l:':radhmnmmmﬁmhuhh&mﬂqmwmwmwwnMHumwmmhmm
nhrqpﬁmu.mehmwwﬂmgmﬁg%uhmmhmmﬂmwﬂﬂﬂuaﬂmﬂmmtﬁaWMWH
inclividual cbligor default, country and sector fsk),

mmummﬂmmmmmmlmthm.mﬁHmem
mmmmmmmmmmmmmmmm His
mwman&mmmmmmmmmm

Management of credit risk

The Board hat delegated responsibility for the management of creda ik 10 the Coradit Comenikies [tha "CC7 for leans and AL CO for obhar
gssets, The foliowing measunes are laken inondar i manage b ppoELne (o cradit sk

mmmmeMammmmm.mmm
procedures, and compliance with reguiatory and ststulory requiremants,

- H rigorous authrdsation structure for the appeoval and ranewal of crodit faciitios. Each opporhunity is researched for viabillly,
iegalreguiatory restriction and risk. Ilmmﬂilhgupmdhmmwhm&mﬂmum. Tha GG meviews
mmnmmhmmmmmmemm

- Mwmmmmmmmcunmmmwmma dusinnated
s, a5 sol out in the undenariting mansl;

- lmiting concentrations of exposure to counterpartios., geographies and industries, and cefining sector limfis and lending
caps;
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4. Risk and capital management [continueadd}
fa] -Risk management [continued)
I Creditrisk (continued)
«  [limiting the larm of exposure to minimise imerest rate rsk,
« ensuring that appropriate records of all sanctioned faciliies are mairtamed:

«  ensufing fegular scoount reviews are camied out for all accounis agreed by ihe CC; and

«  ensuring Board approval is obtained on all decisions of the CC above the Smits set oul In the Group credi sk policy.

A analysis of fhe credit risk on loans and advances fo customers is as follows:

2014 g k]
E0d E000

Carrying value B9.ZEE 78,851
Individually impained
Grade A =
Grade B = 5
Grada 2857 4,305
Gross walue 2,857 §.205
Adlerwearce for impabrment [(1,754) _  (3.578)
Carrying value 1,203 TeT
Collective allowance for impalnment {51} {178
Past due but not impaired
Less than 1 month T26 24
1 month bul le=s than £ monihs 1.001 123
7 months but less thar 3 monihs 305 48
3 manihs and over M 1,404
Carrying value z,403 1,568
Mafther past due nor impaired 85,711 73,504

impaired loans

Wﬂm“mmmmmierhmmnwhmmnﬂmnmﬂpﬂwmm
mmhMMImdmmmmm“yﬂ&dAmcmmmwﬁm. Grade C relates

to agreenments with the highest potential cred® risk.

Past due but not impalred loans

PutduaMMMMWmmmmﬂwmdmmemummmmm
impainnent s not appropdate on the basis of fh level of secunty, collateral avadable andicr the stage of collection of amounts owed 1o the

Groug.

Allowances Tor Impairment

The Gioup establishes an allowance for impairment losses that represents ks estrnate of incurred losses iri s loan portiolic, The main
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kaid aut in the debl recovery process manual which ks reviswed annuily
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4, Risk and capital managemant {centined)
{a) Risk management (continued)
i} Crodit risk (continued)

Write-off policy

The Group writes off a loan balance and any related allowances for impairment ioSses when managament delermines that tha loans are
uncabaciabe, This determination & reached after considering information such sz the occwrence of significant changes in the borrower's
financial posilion such tha tha berower can no longer pay the obligation, or thal proceads fram collaleral will not be sufficent 1o pay back
e entire exposure.

Collateral

The Group hokds colateral in the Sorm of the undedying assots (lypically private and commarcial vohicies, plant and machingry) as secunty
for HP, finance leases, vehicle stocking plans, block discounting and secuned commercial loan balances, which ane sub-categones of
foans and advances to customers, Esimates of fair value are based on the value of collatersl assessed at the Bme of bormowing, Bnd

genenally ane nol updated excep! when & ioan is individually Bssessed as impaired. At tha time of granting credit within the sub-categores
lisbed above, the loan balances dus are securad over the undedying assats hetd &6 cofiaberal,

Concentration of credit risk

Geographical
Lending i restricied to individuals and businesses with United Kingdom or isle of Man addresses.

Segmental
The Group & expased 1o credd risk with regand to customer loan socctunts, comprising HP and firance lease balances, fttigation funding
balances, unsecuned persongl lsang and vehicle siocking plan loans.

i} Llguidity risk
Liquidity risk i the risk that the Group will encounter dificully in mesting financis! Eabiity obigations as thay fall due.

Management of Niguidity nek

The Group's approach to managing lguidity is to ensure, as far as possible, that it will slways have sufficiont fquidty 1o meet is lablies
when due, under both normal and stressed condilions, without incurring unacceptable losses of resking demage o the Group's
repaitation

The Group uses vadous methods, ncluding forecasting of cash posiions, fo maniior and manage s liquidity nsx 1o Gvoid undue
concantration of finding requirements &t any poind In time or from any parficular souce. Matuity mismatches between landing and
funding e manasged within inflemal fisk policy imits,

Minimum liquidity

The lske of Man Financial Supervision Commission ("FSC7) requires that the Geoup shoutd be able fo mest itz obligations for a
pariod of at least six months. In order to meet this requirement, the Group measures and managas its cash flow commitments, and
maintains. ks Bgoid balances in & diversified partiolio of shon-termy bank balances and shofl dated UK Governmend Treasury Biis.
Bank balances ane only held with financial inssilutions approved by the Board and which mest the requiremsants of the FSC.

Measurermant of liquidity risk
The key measune used by the Group for managing lquidity riek ks the assets and Fabilities matutity profie

The table on the next page shows the Group's financial llabifties: classified by their eafiest possible contrectual matury, on &n
undiscounted basis including inferest due at the and of the deposit term. Based on historical data, the Group's expecied actual
cagh Now from these lems vary from this analysis dus 1o the expecied re-mvestment of maturing customer deposis.
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4. Rigk and capltal management [continued)
(@) Risk managemeant (continued)
i) Liquidity risk {continued)
Residual contractual maturities of financial liabliitles as at the statement of financial position date (undiscountad)
31 December 2014 Sight =8 1 =1 > 51 53 yoars =5 Total
fo doys fo month  monthse months  yoar o o 5 yaArs
B daya 1 B3 ol ted  Iysars yeafs
mndh  months months YEAF.
Group 000 £064 £000 RO0d E0OD; EBag E000 EQ0Q 004
Cusfomer accaunls 1,885 2,429 2,646 4,282 3E458 35804 24794 « 105415
Othiar Gabdlities 1,7ar - - - - - 1,000 3,288 6,025
Total liabilities 3602 2428 20646 4282 35498 36904 22781 3288 111440
31 Depembar 71413 Sight =B =1 *3 2] &4 =3 years >B Total
b deEys i mordh,  months - months. - yearto ba & YOME
i days i o T8 wmdyesr 3 yess YIRS :
moih monihs mionths
Group £000 ECOf E000 ECOD _£000 000 EDDD £000 £000
Custemer accounis 617 1817 1,270 2,355 28766 WEIT 1386890 - B20d3G
Ciiner |labilities EOS - - - - - - 2282 3,057
Total iabdties 1422 1817 1270 5358 28788 30517 1368C 2757 BSOE)
Maturity of assets and liabilities as at the statement of financial position date
31 December 2014 Sight *8 > »3 > 1 23 years >5 Tatal
to  days to month  months  monthe  year to 18] yhars
B doys 1 to 3 toE te1 3 years year
month  months monihs yhar
Group EO0D EDOQ £000 e £004 Bogg EDO0 _EDDD i)
ARSDLE
Cash and Em ecprhalenis 5,789 - = - - = B 7as
Avadnpble for sala fnancial
el 2,000 10,783 5,984 - = - - 18775
Customear accounts receivable 166 2,681 6.519 9,081 17,194 40485 13052 188 BB2GE
Oiher assets . . - - - - - 3,037 3,037
Total assets 5,965 4681  17.30B  15.047 17114 40485 13,062 3,225 116,877
Liabflitlas
Cusiomer accounts 1,881 z.42T 2,638 4250 348938 J4851% 19,208 - 100,258
Other liahiies 1,737 G - - - = 1,000 3,288 B025
Total liabilities 3598 2427 2639 2 4250 34936 J4857 20285 3,288 105284
31 Depembar 2013 Sighil *B > ] G » »3yoam =5 Totnl
o dayaio maonth. mosihs  manife year (o i YEBrn
Atays | mooth W3 8 folysar Ayedrs HOETE
months manths
E‘_n:g E00 ED0a £000 E0D0 EDOD 000 E000 £000 [1er)]
&ln
Cash and cash equivelents £ D0E = = = = 4005
Avaitabds for sale financial
Insiraiiants Pl i 2.000 - - - - . - 8,000
Customer acoounts recetvabis 875 e L) 4579 6505 11837 3888 8521 86 75651
iher gasals 48 . . - - - . 2212 2,280
Total azsets 11,828 f X2 +,G7H 6505 11837  3EA16 8,521 2308 B0O9Y6
Ligkiies
Customer accounis 808 1815 1,266 6291 28350 ZET9T 12,083 - TEI18
Othear kabiilhes BO& . . - - - . 2 252 3,087
Tolal liabilites 1413 1,815 1,268 5291 28250 28782 12083 2252  B1AT2
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4,. Risk and capital management [continued)
fa) Risk management [continued)

i) Operational risk

Operafional risk arises from the polentiol for inadequals systems ncheding Systems bieakdowr, $rmons, poor management, breaches in
intermal contrals, frawd and external swents fo mesull in Snancial ioss. or repulational damage. Operational risk ala arises Bwough the use of
f balance of policks, procedures, nlemal controls and busivess continoity amangements, Cperational sk acrogs fhe Group |5 analysed
and discussed at all Board meatings, with ongoing manitoring of actions arising 0 address the risks identifed

iv) Market risk

Wimrcel risk @8 the risk thal chanpes i e jevel of inleres] rates, changes n the rale of exchangs betwean cumenciés o changes in Bio
price of socunbes and other fnancial contracts inciuding dervatives will have an sdversa finencial impect. The primary market fisk witten
ihe Group's activiles is inlees e fek. As 8131 Decarnber 2094 and 2013, the {er value of the financial sssets and labiliios as
prasenbad in the iterest dek table Delow are considaned to be equisd 1o their camying amaunts.

The Groug is also exposed 10 market price risk Through holding one equily investment, stated al markat value. Given the sze of this
holding. £47,000 8l 31 December 2014 (2013 £48,000] the potantial impact on ihe results of the Group is reiatively smafl and no sensivity
falysis hisd been provided loe markal fsk

w]  Interest rate risk

Interest ratn risk arses from e difsrence bitvesn e maturity of capital and interest payeble on customes deposil accounts, and the
malurity of capital and inlerest receivadle on loans and financing. The differing matuities on ihese products creale interest rate sk
dposures dun bo the imperfect matching of diffierent financial assets and liabilties. The rsk & managed on @ contnuous basis by
managemarnit and reviewed by the Bosrd. The Group monftors imerest rate risk on & monthly basis via the ALCO.

The matching of the maturily interast rales of assets and lisbilies is fundamental (o ihe management of the Group. The maturites of
aszsets and labilies and the abifty to replace, al an acceptable cosl, inlerest bearing listilities as they matuce are important [actons in
B5se55ing the buidity of the Group and 5 mapoesune to changes in intevest rates.

interest risk ro-pricing tabie _
The following tables present the inlerest rale mismatch posilion betwean sssats ard liabiliies over the respective maturity dates. The
molurity dates ae preseniod on B worst case basis, with assets being recorded ab their latest maturity and customer accounts ol the

- garhesl
31 December 2014 Sight >4 23 > =1 »3 >5 Non- Tatal
! b 4 manth  monihs  months yoar yuars years  Intorest
menith ko3 fod o 5 to fod Bearlng
months  monthe year YiAr yoars

- £000 £000 £000 £000 £000 £Q £000 EB0d 000
Agseis
Cash and cash aquivalents :.m - . . - - . - 5.79%
Svallabés for sale inancial i ; . . ~ ) 18778
irstrume s i L 5
Cusiomar accounts reteihvable 2,847 6,516 2,081 17,114 40486 13,062 128 - ES.IE6
Ciher assets - . - - . . - 3,087 7
Total assets _1og46 17,308 15047 17,114 40,485 13,062 188 3,037 11%?
ik BB 2,639 4,250 34,936 34851 15235 100,259
Cuslemer accounts L x . - i
Cther liabiities - i - - 1,000 2,900 2128 B.025
Total capial reservas - - - - - - - 10,583 10.593
Total labilities and equlty 4 188 2439 4,250 34956 M4 BE1 20,205 = 13,718 118877
Interest rate sensitivity gap 6,358 14,668  10,7HT (17,822) 6634 (7243 (2T12)  (9.681) -




Conister Bank Limited

Notes to the Consoclidated Financial Statements {continued)

for the year ended 31 December 2014

23
4, Risk and capital management {continued)
{a} Risk management {continued)
v]  Interest rato risk [continued)
&1 Decamber 2013 Sigh =1 =3 ] *1 =3 yhans =48 Mo Total
"J:;ll Mh1 : m'l:rrs! - l'r:nrﬂﬂ ;hf io ) yoaie  Indergal
] 68 1ol year yaars YR Baaring
. mosiha  manths . .
! E0G0 E000 £000 EDDY £100 £000 £004 £000 EDO0
Asseds o T
Cash and cash equivalents 4,008 . . = 4005
Avpilable for sale financial 9000 = = - - - #0008
instruments
Customar accounts mcefvable 4087 4679 8505 11,837 3BS1E 8,511 24 < TEESt
Other assets - - E - - - - @380 2760
Tolal assats 17,102 4 578 8,505 14,837 3R E1H 8,531 B8 200  BO81G
Liahilifigs
Cusbomar sccounds 2423 1,288 §291 28280 2Foy 12043 . - TR11S
Other llabifiles = - - - - . 2,000 1,057 3,057
Total capital reservas - . . = * 3 - Brad 9744
Total Eabilies and aquily 2473 1266 5201 2620  JBI92 12083 2000 10601 G096
Interest rate sensithity