Registered number: 3320978

MORTGAGES PLC

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

I

Al4 21/05/2019 #57
COMPANIES HOUSE

P
[
Q
o
Ll
=
[




MORTGAGES PLC

COMPANY INFORMATION

DIRECTORS

COMPANY SECRETARY

REGISTERED NUMBER

REGISTERED OFFICE

INDEPENDENT AUDITORS

S.E.Green
D.T. Marks

Merrill Lynch Corporate Services Limited

3320975

2 King Edward Street
London

England

EC1A 1HQ

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
7 More London Riverside

Lendon

SE1 2RT



MORTGAGES PLC

CONTENTS

Strategic report

Directors’ report

Independent Auditors' report
Statement of Comprehensive Income
Statement of Financial Position
Statement of Changes in Equity

Notes to the Financial Statements

Page(s)
1-2
3-4
5-7

10
11-26



MORTGAGES PLC

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their strategic report for Mortgages Plc ("the Company”) for the year ended 31 December
2018.

The Company is a wholly owned subsidiary of BofAML Jersey Holdings Limited and the ultimate parent of the
Company is Bank of America Corporation ("BAC").

The Company is authorised and regulated by the Financial Conduct Authority ("FCA"). The Company has
key regulatory indicators, including regulatory capital, which are monitored regularly.

BUSINESS REVIEW AND FUTURE DEVELOPMENTS

The principal activity of the Company is the provision of management services to companies who own portfolios
of mortgage assets, including certain affiliated entities. The service provided encompasses ioan servicing and,
previously, mortgage origination support activities. The majority of the loan servicing activities have been
outsourced to a third party.

There has been no change in the principal activity of the Company during the year and the directors expect the
principal activity to continue in the foreseeable future. The UK non-conforming mortgage market, which is the
Company’s primary focus, continued to have an uncertain outiook. As a result, no services in relation to mortgage
origination activities were provided during the year and the Company remained focused on servicing existing
loans.

Turnover in the year decreased by £240,000 in line with the reducing portfolio of mortgage assets under
management.

MARKET ENVIRONMENT

The United Kingdom ("UK") government triggered Article 50 on 29 March 2017, which marked the start of the
formal process of the UK's exit from the European Union ("EU"). Negotiations between the EU and UK regarding
this exit are ongoing and consist of three phases: a withdrawal agreement, a new trade deal and an arrangement
for a transition period. A withdrawal agreement was approved by the UK government cabinet and leaders of the
EU, but was defeated by votes in the UK House of Commons. Subsequently at an emergency EU Council Summit
on 11 Aprid 2019, EU leaders agreed to a flexible extension of Article 50 until 31 October 2019. Consequently,
there remains a high degree of uncertainty around the Brexit process, including the timing and the details of a
future trade agreement and transition phase. In this context, the terms and impact of the UK's exit from the EU
remains unclear, and episodes of economic and market volatility may continue to occur, with potential impacts to
the Company's performance and financial position.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company's risk management objectives and policies, as well as exposure in relation to the seven key risk
types {market, credit, operational, liquidity, reputational, strategic, and compliance risks) are described in the
notes to the financial statements (see note 17).
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MORTGAGES PLC

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

FINANCIAL KEY PERFORMANCE INDICATORS
During the year, the mortgage portfolio under management decreased from £1,802 million to £1,775 million.
The Company had net assets as at the financial year end of £6,381,000 (2017: £6,949,000).

The gross fee debtor at the year end is £12,025,000 (2017: £12,454,000) and the fee debtor provision at the year
end is £3,253,000 (2017: £3,400,000).

Turnover in 2018 was £6,080,000 (2017: £6,320,000). The loss for the financial year, after taxation was £878,000
{2017: £182,000 profit).

Bank of America Corporation {"BAC") manages its operations on a divisional basis. For this reason, the
Company’s directors believe that further key business performance indicators are not necessary.

DIVIDEND

The directors do not recommend the payment of a dividend for the year ended 31 December 2018 (2017: £nil).

This report was approved by the board on 25 April 2019 and signed on its behalf.

e

D.T. Marks
Director
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MORTGAGES PLC

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and the audited financial statements for the year ended 31 December 2018.
DIRECTORS' RESPONSIBILITIES STATEMENT

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework”, and applicable law). Under company law the directors must not approve the financial statements
uniess they are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit
or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards, comprising FRS 101, have been followed, subject to

any material departures disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006.

The directors are also responsible for safeguarding the assets of the Company and hence for taking reascnable
steps for the prevention and detection of fraud and other irregularities.

DIRECTORS
The directors who served during the year were:

S.E Green
D.T Marks

DIRECTCRS' THIRD PARTY INDEMNITY PROVISIONS

The Directors' have the benefit of an indemnity which is a qualifying third party indemnity provision as defined by
Section 234 of the Companies Act 2006. The indemnity was in force throughout the last financial year and is
currently in force.

MATTERS COVERED IN THE STRATEGIC REPORT

Details regarding a review of the business and a review of the market environment, including future developments
and principal risks and uncertainties are provided in the strategic report on page 1.
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MORTGAGES PLC

DIRECTORS’ REPORT (CONTINUED)
FCR THE YEAR ENDED 31 DECEMBER 2018

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the persons who is a director at the time when this Directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company's auditors are aware of that information.

POST REPORTING DATE EVENTS
There have been no significant events affecting the Company since the year end.

This report was approved by the board on 25 April 2019 and signed on its behalf.

‘ %
D.T. Marks
Director
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MORTGAGES PLC

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MORTGAGES PLC

Report on the audit of the financial statements
Opinion

In our opinion, Mortgages Plc's financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its loss for
the year then ended,;
. have been properly prepared in accerdance with United Kingdem Generally Accepted Accounting Practice

{United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure Framework”, and
applicable law); and
. have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the statement of financial position as at 31 December 2018; the
statement of comprehensive income, and the statement of changes in equity for the year then ended; and the
notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted cur audit in accordance with International Standards on Auditing (UK) (*ISAs (UK)") and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

ISAs (UK) require us to report to you when:

. the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to
the Company’s ability to continue as a going concern. For example, the terms on which the United Kingdom
may withdraw from the European Union are not clear, and it is difficult to evaluate alt of the potential implications
on the company’s trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
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MORTGAGES PLC

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MORTGAGES PLC

financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstaiement of the financial statements or a material misstatement of the other information.
If, baged on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinicn, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 December 2018 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

in light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Directors' Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditors' responsibilities for the audit of the financial statements

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

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

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF MORTGAGES PLC

Use of this report

This report, including the opinions, has been prepared for and only for the Company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpese or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

. we have not received all the information and explanations we reguire for our audit; or

. adequate accounting records have not been kept by the Company, or returns adequate for our audit have
not been received from branches not visited by us; or

. certain disclosures of directors’ remuneration specified by law are not made; or

. the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

MML)PLW %WW

Christopher Shepherd (Senior Statutory Auditor)

for and on behalf of
PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
7 More London Riverside

London

SE12RT

Date: 25 April 2019
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MORTGAGES PLC

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover

Cost of sales

GROSS PROFIT
Administrative expenses

Other operating charges

OPERATING (LOSS)/PROFIT

Interest payable and similar expenses

(LOSS)/PROFIT BEFORE TAXATION

Tax on (loss)/profit

{LOSS)/PROFIT FOR THE FINANCIAL YEAR

TOTAL COMPREHENSIVE (EXPENSE)}INCOME FOR THE YEAR

*Restated - For more information refer to note 3.

The notes on pages 11 to 26 form part of these financial statements.

As restated

2018 2017
Note £000 £000
4 6,080 6,320
(5,867) (5,348)"
213 959
(951) (725)*
(112) (40)
5 (850) 207
(28) (25)
(878) 182

9 - -
(878) 182
(878) 182
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MORTGAGES PLC
REGISTERED NUMBER: 3320975

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

2018 2017
Note £000 £000
NON-CURRENT ASSETS
Investments 10 430 480
Debtors: Amounts falling due after more than cne year 12 267 296
747 776
CURRENT ASSETS
Debtors: Amounts falling due within one year 12 9,260 9,552
Cash at bank and in hand 834 34
10,094 9,586
Creditors: Amounts falling due within one year 14 {4,460) {3,413)
NET CURRENT ASSETS 5,634 6,173
NET ASSETS 6,381 6,949
CAPITAL AND RESERVES
Called up share capital 16 2,563 2,563
Profit and loss account 3,818 4,386
6,381 6,949

The financial statements were approved and authorised for issue by the board and were signed on its behalf on
25 April 2019,

==

D.T. Marks
Director
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MORTGAGES PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Called up Profit and
share capital loss account Total equity
£000 £000 £000
At 1 January 2018 2,563 4,386 6,949
Impact of IFRS 9 - 310 310
At 1 January 2018 2,563 4,696 7,259
Total comprehensive expense for the year - (878) (878)
AT 31 DECEMBER 2018 2,563 3,818 6,381

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Called up Profit and
share capital loss account Total equity
£000 £000 £000
At 1 January 2017 2,563 4,204 6,767
Total comprehensive income for the year - 182 182
AT 31 DECEMBER 2017 2,563 4,386 6,949

The notes on pages 11 to 26 form part of these financial statements.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

ACCOUNTING POLICIES

The principal accounting policies, which have been applied consistently throughout the current and
prior year, are set out below.

1.1

1.2

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with the Companies Act 2008, Financial
Reporting Standard 100 ("FRS 100") - Application of Financial Reporting Requirements and Financial
Reporting Standard 101 ("FRS 101") - Reduced Disclosure Framework. FRS 100 and FRS 101 set
out the disclosure exemptions for the individual financial statements of entities that otherwise apply
the recognition, measurement and disclosure requirements of Internaticnal Financial Reporting
Standards that have been adopted in the European Union ("EU-adopted IFRS"). References tfo
accounting standards in these financial statements will accordingly relate to applicable International
Financial Reporting Standards ("IFRS") and International Accounting Standards ("IAS").

The financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in applying the
Company's accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements are disclosed in
note 2.

NEW AND AMENDED STANDARDS ADOPTED BY THE COMPANY

Below is a summary of standards, amendments or interpretations that are effective for the first time
for the financial year beginning 1 January 2018 that have had an impact on the Company.

IFRS 9 Financial Instruments

The Company has applied IFRS 9 Financial Instruments for the first time with a date of initial
application of 1 January 2018. The Company did not early adopt any of IFRS 9 in previous periods.

The requirements of IFRS 9 represent a significant change from 1AS 39 - Financial Instruments:
Recognition and Measurement ("IAS 39"). The new standard changes the accounting for financial
assets and certain aspects of the accounting for financial liabilities. The key changes for the
Company's accounting policies resulting from its adoption of IFRS 9 are summarised below.

Classification of financial assets and liabifities

IFRS @ replaces the existing IAS 39 categorisations for financial assets and replaces them with three
principal categories: measured at amortised cost, fair value through other comprehensive income
(FVOCI) and fair value through profit or loss ("FVPL"). Classification is generally based on the
business in which a financial asset is managed and its contractual cash flows. See note 1.10 for
further information about how the Company applies the classification and measurement criteria under
the new standard.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

ACCOUNTING POLICIES (CONTINUED)

1.3

IFRS 9 largely retains the existing requirement in IAS 39 for the classification of financial liabilities,
with the exception that for financial liabilities designated at fair value, changes in the credit risk of the
liability are presented in other comprehensive income ("OCI").This change does not have an impact
on the Company.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model. The new
impairment model also applies to certain loan commitments and financial guarantee contracts but not
to equity investments.

Linder IFRS 9, credit losses are recognised earlier than under I1AS 39. For an explanation of how the
Company applies the impairment requirements of IFRS 9, see note 1.12.

Transition

As permitted by the transitional provisions of IFRS 8, the Company has elected not to restate
comparative figures. Assessments as to the business model within which a financial asset is held,
and decisions as to the designation and revocation of previous designations of certain financial assets
and financial liabilities as measured at FVPL, have been made on the basis of facts and
circumstances that existed at the date of initial application. Differences in the carrying amounts of
financial assets and financial liabilities resulting from the adoption of IFRS 9 are recegnised in retained
earnings and reserves as at 1 January 2018. Accordingly, the information presented for 2017 does
nct reflect the requirements of IFRS 9 and therefore is not comparable to the information presented
for 2018 under IFRS 9.

For more information and details on the effects and impacts of adoption IFRS 9, see note 18.
IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. The new standard does not impact the timing or measurement of the
Company's revenue recognition as it is consistent with the Company's existing accounting for
contracts within the scope of the new standard. The new accounting standard does not have a
material impact on the Company's income statement or statement of financial position.

FINANCIAL REPORTING STANDARD 101 - REDUCED DISCLOSURE EXEMPTIONS

The Cempany has taken advantage cof the following disclosure exemptions under FRS 101:

. the requirements of IAS 7 Statement of Cash Flows

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

. the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures

. the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is
a party to the transaction is wholly owned by such a member.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

ACCOUNTING POLICIES (CONTINUED)

14

1.5

1.6

1.7

1.8

1.9

GOING CONCERN

The directors have a reasonable expectation, based on current and anticipated future performance
that the Company will continue in operational existence for the foreseeable future. The financial
statements have, therefore, been prepared on a going concern basis.

INCORPORAT!ON AND DOMICILE INFORMATION

The Company is an unlisted public limited company and is incorporated and domiciled in the United
Kingdom.

CONSOLIDATED FINANCIAL STATEMENTS

The Company has taken advantage of the exemption in Section 401 of the Companies Act 2006 from
the obligation to prepare and deliver consolidated financial statements as the Company is a wholly
owned subsidiary of BAC, which prepares consolidated financial statements that include the
Company. Accordingly, these financial statements present information about the Company as an
individual undertaking and not about its group.

TURNOVER

Turnover consists of management fees receivable for the servicing of portfolios of mortgage assets.
Management fees include both servicing fees and ancillary fees. Management fees are recognised
on an accruals hasis as the services are provided.

INTERESY PAYABLE AND SIMILAR CHARGES

Interest payable, for all interest bearing financial instruments, is recognised on an accruals basis using
the effective interest methed.

CURRENT AND DEFERRED TAXATION

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in shareholders’ funds. In this case, the tax is also recognised in other comprehensive income
or directly in shareholders’ funds, respectively.

Current tax, including UK corporation tax and foreign taxes, is provided at amounts expected to be
paid or recovered using the tax rates and laws that have been enacted or substantively enacted by
the reporting date.

Deferred tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. Deferred tax is determined using tax
rates and laws that have been enacted or substantively enacted by the reporting date and is measured
at the average tax rates that are expected to apply when the related deferred income tax asset is
realised or the deferred tax liability is settled.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. ACCOUNTING POLICIES (CONTINUED)

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

1.10 FINANCIAL INSTRUMENTS

The Company recognises financial assets in the statement of financial position when it becomes a
party of the contractual provisions of the instrument. The Company initially measures a financial asset
at its fair value plus or minus transaction costs that are incremental and directly attributable to the
acquisition of the financial asset. Immediately after initial recognition, the Company assesses for
impairment on an expected credit loss basis. The Company classifies all of its financial assets within
a held to collect business model and considers the contractual cash flow characteristics on these
instruments as soiely payments of principal and interest ("SPPI"). As such, these financial assets are
measured at amortised cost.

The Company recognises financial liabilities in the statement of financial position when it becomes a
party to the contractual provisions of the instrument. All financial liabilities are carried at amortised
cost using the effective interest method.

Prior to 1 January 2018 the Company classified its financial assets as loans and receivables. Loans
and receivables were initially recognised at fair value including any premiums and were subsequently
carried at amortised cost using the effective interest method less an allowance for any impairment on
an incurred loss basis.

Financial liabilities were carried at amortised cost, using the effective interest method.

1.11 CASH AND CASH EQUIVALENTS
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no

more than three months from the date of acquisition and that are readily convertible to known amounts
of cash with insignificant risk of change in value.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

ACCOUNTING POLICIES (CONTINUED)

1.12 IMPAIRMENT OF FINANCIAL ASSETS HELD AT AMORTISED COST

Policy applicable from 1 January 2018:

The Company recognises loss allowances for expected credit loss ("ECL") on its debtors that
comprise trade debtors and amounts due from affiliated companies.

The Company measures loss allowances at an amount equal to the lifetime ECL as permitted under
IFRS 9 for trade receivables that result from transactions that are within the scope of IFRS 15.
Lifetime ECL are the expected credit losses that result from all possible default events over the
expected life of the trade receivable.

Measurement of ECL

ECL are a probability-weighted estimate of credit losses, measured as the present value of all cash
shortfalis (i.e. the difference between the cash flows due to the Company in accordance with the
contract and the cash flows that the Company expects to receive). The measurement of the ECL is
explained in more detail in note 13.

Write offs

Debtor balances are written off, either partially or in full, when there is no realistic prospect of recovery.
This is generally the case when the Company determines that the borrower of the underlying
mortgage does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts subject to the write off.

Fees owing are written off when the loan balance is deemed irrecoverable. This generally occurs
following a repossession where the proceeds from the sale of the property are insufficient to redeem
the loan in full and further recovery is unlikely in the foreseeable future. Impairment charges are
included in cost of sales in the statement of comprehensive income.

Financial assets that are written off could still be subject to enforcement activities in order to comply
with the Company's procedures for recovery of amounts due.
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MCRTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 31 DECEMBER 2018

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with FRS 101 requires the use of accounting
estimates and assumptions concerning the future. It also requires management to exercise judgement in
the process of applying the Company's accounting policies.

The Company makes estimates and assumptions conceming the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

Impairment of debtors

The Company's accounting policy for losses in relation to the impairment of financial instruments is
described in note 1.12. The measurement of the expected credit loss allowance is an area that requires
the use of complex and judgemental assumptions about future economic conditions and customer
behaviour. An explanation of the inputs, assumptions and estimation techniques used in measuring ECL
is provided in note 13, which also sets out the key sensitivities of the ECL to changes in these elements.

In applying the accounting requirements for calculating impairment, the Company has made significant
judgements such as in relation to establishing applying historical loss data to fees in different arrears’
buckets for the purposes of measuring ECL, and establishing the number and relative weightings for
different scenarios used in the calculation.

The Company applies an impairment provision to its debtor balances using an expected credit loss model.
The impairment is based on the individual mortgage loans under management. The impairment calculation
uses house price indexing, sale discounts and sales costs to estimate any shortfall at sale, and applies a
probability of recovery based on the current status of the mortgage loan. Probabilities of recovery and
estimated discounts and costs are based on historic trends and are reviewed on a periodic basis.

investments in subsidiary companies

At each reporting date, the Company review the carrying amounts of its investments in subsidiary
companies to determine whether there is an indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss. The recoverable amount is the higher of the fair value less costs to sell
and the value in use. In the event of the impairment, the carrying amount of the asset is reduced
accordingly and the amount of the loss is recognised in the income statement.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

RESTATEMENT OF FINANCIAL STATEMENTS

in 2017, certain administrative expenditure were classified as cost of sales in the Statement of
Comprehensive Income. Reclassifications have been made for prior year balances in accordance with 1AS
8 - Accounting Policies, Changes in Accounting Estimates and Errors to ensure presentation is on a
comparable basis. The presentation amendment has impacted the following categories:

- Increase in administrative expenses of £725,000
- Decrease in cost of sales of £725,000.

The net impact to the brought forward retained earnings was £nil.

TURNOVER
All of turnover is attributable to management fees.

Alt turnover arose within the United Kingdom.

2018 2017
£000 £000
Management fees 6,080 6,320

Included in management fees above is £862,000 (2017: £827,000) from affiliated entities,

OPERATING (LOSS)/PROFIT

Operating (loss)/profit is stated after (crediting)/charging:

2018 2017
£000 £000
Exchange differences (6) (1
Outsourced service expense 4,595 4,806
Provision for impairment (note 12) 451 (373)
Other operating charges 70 40

Included within other operating charges is £1,000 (2017: £13,000) provided for an FCA mandated redress
in relation to capitalisation of arrears.

The Company did not have any empleyees in the current or prior year other than directors.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

AUDITORS' REMUNERATION

The Company paid the following amounts tc its auditors in respect of the audit of the financial statements:

2018 2017
£000 £000
Fees payable to the Company's auditors for the audit of the Company's
financial statements 33 30
Fees payable to the Company's auditors for the audit of an affiliated
company's financial statements 10 11

STAFF COSTS

The Company did not have any employees in the current or the preceding year other than the directors.
Directors' remuneration in the current and preceding year was borne by an affiliated company (see note
8).

DIRECTORS' REMUNERATION

Directors’ remuneration in the current and preceding year was borne by an affiliated company.

Of the directors that served during the year, 2 (2017: 2) were remunerated in relation to their services as
directors of the Company based on an estimated time allocation basis. Emoluments in relation to services

performed for other group companies are not disclosed in the Company's financial statements.

Remuneration paid to the directors of the Company comprise:

2018 2017

£000 £000

Emoluments 125 146
Contributions to defined contribution pension scheme " "
136 157

There were no cash payments made in 2018 in relation to long term incentive scheme awards earned in
prior years (2017 £nil).
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MORTGAGES PLC

NCTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

DIRECTORS REMUNERATION (CONTINUED)

2018 2017
No. No.
Number of directors who:
Received or were due to receive shares under long-term incentive schemes 2 2
Were members of a defined contribution pension scheme 2 2

Management consider key management personnel to be represented by the Board of directors of the

Company.

The highest paid director did not exercise share options in the current or prior year.

Remuneration disclosed includes amounts paid to the highest paid director as follows:

2018 2017

£000 £000

Remuneration 110 107
Contributions to defined contribution pension scheme 10 10
120 117

TAXATION

FACTORS AFFECTING TAX CHARGE FOR THE YEAR

The tax on the Company's (loss)/profit before tax is lower (2017: lower) from the amount that would arise

using the tax rate applicable as follows:

2018 2017
£000 £000
(Loss)/profit before tax {878) 182
(Loss)/profit multiplied by standard rate of corporation tax in the UK of 19%
(2017: 19.25%) (167) 35
EFFECTS OF:
Group relief 180 (11)
Movement of previously unrecognised timing differences {13) (24)

TOTAL TAX CHARGE FOR THE YEAR -




MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10.

INVESTMENTS

COST CR VALUATION

At 1 January 2018

At 31 December 2018

NET BOOK VALUE

At 31 December 2018

At 31 December 2017

SUBSIDIARY UNDERTAKINGS

The following were subsidiary undertakings of the Company:

Name

Wave Lending Limited
Mortgages 1 Limited
Mortgages 2 Limited
Mortgages 3 Limited
Mortgages 4 Limited
Mortgages 5 Limited
Mortgages 6 Limited

Mortgages 7 Limited

Class of
shares

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

Ordinary

Holding
100%
100%
100%
100%
100%
100%
100%

100%

Principal activity

Mortgage Servicing (UK}
Inactive (UK)

Dormant (UK)

Dormant (UK}

Dormant (UK)

Dormant (UK)

Dormant (UK)

Dormant (UK)

investments

subsidiary
companies

£000

480

480

430

480
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

12,

FAIR VALUE INFORMATION

Trade debtors comprise ancillary fees and fees for the management services provided to companies that
own portfolios of mortgage loans.

Servicing fees are charged for servicing portfolios of mortgage assets, ancillary fees are driven by
borrower activity and are stated at cost less provisions for impairment for estimated irrecoverable
amounts.

Due to the short-term nature of the servicing fees, generally due for settlement within 90 days, their
carrying amount is assumed to be the same as their fair value.

Ancillary fees are added to the serviced mortgage balance and are subject to interest charged at the same
rate as the principle mortgage balance itself. Management believe that the fair value of these balances
are not materially different to the cost less impairment provision.

Creditors consist primarily of amounts owed to affiliated companies which are due on demand, due to the
short term nature the carrying amount is assumed to be the same as their fair value.

Amounts owed by affiliated companies are unsecured, interest free, and are repayable on demand.

DEBTORS
2018 2017
£000 £000
Amounts falling due after 1 year
Trade debtors 267 296
2018 2017
£000 £000
Amounts falling due within one year
Trade debtors 9,170 9,501
Amounts due from affiliated companies - 30
Prepayments and accrued income 90 21
9,260 9,552

Trade debtors comprise fees consisting principally of ancillary fees charged to borrowers on mortgage
loans under management. Anciliary fees are fees refating to loan servicing activities driven by borrower
actions, for exampie requesting a statement, redeeming a loan, or failing to make a payment. The balance
is shown net of provisions for impairment of £3,253,000 (2017: £3,400,000). ©On 1 January 2018 the
Company adopted the IFRS 9 standard which resulted in a decrease in the provision for impairment of
£310,000. See below for further information.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12. DEBTORS (CONTINUED)

13.

Ancillary fee provisicn

2018 2017

£000 £000
1 January 3,400 3,965
Impact of IFRS @ transition (310) -
Provision for impairment (note 5) 451 (373)
Provision utilisation on fees written off {288) {192)

3,253 3,400

31 December

PROVISION FOR IMPAIRMENT
Measurement of ECL.

The Company considers its debtors to be trade receivables that result from transactions that are within
the scope of IFRS 15 and, in accordance with IFRS 9, measures the ECL at an amount equal to lifetime
expected credit losses. The Company uses a provision matrix to measure ECL based on its historical loss
experience. The historical losses are calculated by taking an average of the loss experienced over a
number of years, based on the each arrears bucket that the mortgage loans under management fall in,
ranging from 0 to 12+ months arrears. The historical loss rate is then adjusted to account for information
about current conditions and reasonable and supportable forecasts of future economic conditions, see
below for further information,

Adjustment for current conditions and forecasts of future economic conditions

The Company utilises expected credit loss calculations for the total amount of the mortgage loans under
management, which are produced using a probability-weighted and scenario based approach. The
modelled data uses a variety of actual and forecast information such as house price indexing, sale
discounts and sales costs to estimate any shortfall at sale, and then applies a probability of the recovery
of the mortgage balance based on the current arrears status of the lcan. This data is used to formulate a
‘base case’ view of the future direction of relevant economic variables as well as a representative range
of other possible forecast scenarios. The base case scenario represents a most-likely outcome. The
other two scenarios capture the possible upside and downside scenarios on the ECL measurement. The
upside scenario represents a strong inflationary expansion, while the downside scenario represents a
moderate recession.

By comparing these expected credit loss calculations against incurred loss experience within the total
amount of mortgage loans under management, the Company devetops a representation of the impact of
reasonable and supportable information as to the current and future economic conditions that may impact
credit losses arising on the Company's debtors. This is then incorporated into the provision matrix applied
to the Company’s debtor balances on a pool-by-pool basis across each arrears bucket.
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MORTGAGES PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

13.

14.

15.

16.

PROVISION FOR IMPAIRMENT (CONTINUED)

Sensitivity analysis

The calculation of the ECL allowance is dependent on a number of judgements and estimates. Changes
to the historic loss rate are considered to have the most significant impact on the ECL calculations for the
Company's ancillary fees receivable.

The ECL allowance is sensitive to changes in the historic loss rates at each arrears level for example an
increase of 1 percentage point in the historic loss rate across each arrears bucket would result in an
increase in the ECL provision of £229,000, whereas a decrease of 1 percentage point in the historic loss
rate across each arrears bucket would result in a decrease in the ECL allowance of £198,000.

Note that this disclosure is intended to illustrate the relative sensitivity of the ECL allowance calculation
and is not predictive or indicative of future loss experience.

Impact to the loss allowance of significant changes in the gross carrying amount

The overall allowance increased from an amount of £3,090,000 as at initial application of IFRS 9 to
£3,253,000 as at 31 December 2018.

CREDITORS: Amounts falling due within one year

2018 2017
£000 £000
Amounts due to affiliated companies 3,562 2,469
Other taxation and social security - 3
Other creditors 898 941
4,460 3,413

Amounts due to affiliated companies are unsecured and repayable on demand.

DEFERRED TAXATION

Management is of the opinion that it is uncertain that the Company will be able 1o generate sufficient future
taxable income within the period of reliable forecasting to recover the deferred tax asset. The Company
has unrecognised deferred tax assets totalling £30,000 (2017: £95,000), primarily in relation to fixed
assets.

CALLED UP SHARE CAPITAL

2018 2017
£000 £000
Allotted, called up and fuily paid
2,663,265- Ordinary shares of £1.00 each (2017: 2,563,265) 2,563 2,563
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

RISK MANAGEMENT
Legal entity governance

BAC has established a risk governance framework (the “Risk Framework”) which serves as the foundation
for consistent and effective management of risks facing BAC and its subsidiaries (including the Company).
The Risk Framework applies to all the employees. It provides an understanding of the Company's
approach to risk management and each employee’s responsibilities for managing risk. All employees
must take ownership for managing risk well and are accountable for identifying, escalating and debating
risks facing the Company.

The risk management approach has five components:
. Risk culture;

Risk appetite;

Risk governance;

Risk reporting; and

Risk management processes

The seven key types of risk faced by BAC Businesses as defined in the Risk Framework are market, credit,
operational, liquidity, reputational, strategic and compliance risks.

Set out below is a summary of the Company’s approach to its key risk types.
Credit risk

BAC defines credit risk as the risk of loss arising from the inability or failure of a borrower or counterparty
to meet its obligations. '

The Company defines credit risk as the loss arising from the inability or failure of a borrower or counterparty
to meet its obligations relating to the recovery of certain management fees.

Management do not consider the ageing of the ancillary fees to give an accurate representation of the

credit guality of the customer and as such have disclosed the ageing of ancillary fees according to the
months in arrears of the underlying mortgage asset.

31to 60 61to 90 91to 120

0 to 30 days days days days 120 days + Total
£000 £000 £000 £000 £000 £000
2018
Gross ancitlary fees 6,921 1,062 730 571 2,741 12,025
2017
Gross ancillary fees 7,044 969 667 536 3,238 12,454

See critical accounting estimate for provisions in note 2 for details on the impairment of these fees. An
analysis of the movement in the provision has been disclosed within note 12, while details of how the
provision is calculated are included in note 13.
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17.

RISK MANAGEMENT (CONTINUED)

Also included within debtors is £709,000 (2017: £743,000) relating to mortgage servicing fees. These are
payable quarterly. These servicing fees have not been impaired following an analysis of the
counterparty’s credit risk.

The cash held by the Company is with third party bank that has a A2 / Stable, P-1, Baa3 rating.
Operational risk

Operational risk is the risk of loss resulting from inadequate or failed intermal processes, people and
systems, or from external events.

Qperational risk s managed primarily through the divisional Vendor Oversight Framework (comprising
various committees and routines) and the Governance Committee. The committees meet monthly with an
aim of ensuring the internal risk management processes are effective. The committees report to the Board
of Directors and detailed updates are provided at all Board meetings.

Liquidity risk

Liquidity risk is the potential inability to meet contractual and contingent financial obligations, bath on- or
off- balance sheet, as they come due. Liquidity risk relates to the ability of an entity to repay short-term
borrowings with new borrowings or assets that can be quickiy converted into cash while meeting other
obligatiocns and continuing to cperate as a going concern.

The Company maintains intercompany loans to provide funding for its activities as required.
Compliance risk

Compliance risk is the risk of legal or regulatory sanctions, material financial loss or damage to the
reputation of The Company arising from the failure of The Company to comply with requirements of
applicable laws, rules and regulations and related self-regulatory organizations’ standards and codes of
conduct.

Compliance risk is managed via the Vendor Oversight Framework and the Governance committee which
ensure the effectiveness of internal risk management processes and report to the Board. The Company
also conducts internal reviews on its compliance with applicable rules and regulations, the results of which
are reported to the Board.

Capital management

The Company’s capital adequacy position is managed and monitored in accordance with the FCA
Handbook requirements detailed in MIPRU 4.2. The Company must at all times meet the minimum capital
requirements set by the FCA, and is required to make a quarterly regulatory submission of its capital
position to the regulator.

The Company has established processes and controls to monitor and manage its capital adequacy
position. As part of this, the Company maintains an excess of total capital resources over its capital
resource requirements, and complied with the minimum capital requirements throughout the current and
prior year.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

18.

19.

IMPACT CF TRANSITION TO IFRS 9

The following table reconciles the carrying amounts under IAS 39 to the carrying ameunts under IFRS 8
on transition to IFRS 9 on 1 January 2018, for the line items where a change in c¢lassification or
measurement has occurred.

Original Classification Original IFRS 9 re- New carrying
classification under iFRS amount  measurement amount under
under IAS 9 under IAS 39 IFRS
39 9
£000 £000 £000
Financial assets
Debtors: Amounts Loans and Amortised cost 296 - 296
falling due after more  receivables
than one
year
Debtors: Amounts Loans and Amortised cost 9,552 310 9,862
falling due within one  receivables
year
Cash at bank and in Amortised cost Amortised cost 34 - 34
hand
Total financial assets 9,882 310 10,192
Financial liabilities
Creditors Amortised cost Amortised cost 3,413 - 3,413
Total financial liabilities 3,413 - 3,413

The impact on retained earnings is shown in the Statement of Changes in Equity on page 10.
ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Company's immediate parent is BofAML Jersey Holdings Limited, a company incorporated in Jersey.
The Company's ultimate parent is BAC, a company organised and existing under the laws of the State of
Delaware in the United States of America.

The largest and smallest group into which the Company's financial statements are consolidated is that of
BAC. Copies of BAC's consolidated financial statements can be obtained from either of the following
website locations: http:/finvestor.bankofamerica.com or www.sec.gov/.
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A letter from Chairman and CEO Brian Moynihan

Dear shareholders,

| am pleased to report to you that by adhering to Responsible Growth, the
200,000-strong team at Bank of America produced record earnings in 2018 of
$28.1 billion, or $2.61 per share. We did this by living our purpose, which is to
help make our clients’ financial lives better through the power of every connection
we can make — both for them and with them. Even as we continue to provide
capital to our customers and clients, invest heavily in our company, and deploy
capital to address some of the world’s toughest priorities, we were able to return
nearly $26 billion in capital to our shareholders, including more than $5 billion in
dividends and more than $20 billion in share repurchases. We continue to make
progress to undo the dilution from the shares we issued due to the economic crisis
of 2008-2009 and subsequent regulatory changes. Our capital, liquidity and capa-
city to serve clients are at record levels, and we have reduced the total number of
fully diluted shares outstanding to below 10 billion. Over a three-year period, total

shareholder return increased by more than 50 percent, outpacing the S&P 500
and exceeding the average of our U.S. large cap peers by more than three times.

Our culture of careful expense management has resulted

in a $30 billion reduction in our expense base since 2010.
We achieved this even as we generated greater customer
activity and revenue, addressed industrywide inflation

and cost challenges, and invested consistently. Positive oper-
ating leverage — meaning the change in revenue outpacing
the change in expenses—has resulted in an efficiency ratio
of 58.5 percent for 2018, transforming Bank of America
into one of the most efficient firms in our industry.

Backdrop for 2019

The U.S. economy remains resilient and is growing. We are
proud of our Bank of America Research team, which has been
ranked as the best in the world for six of the last eight years.
As | write this letter in late February 2019, those experts see
the U.S. GDP growing 2.2 percent this year, and the world
economy growing 3.4 percent. The U.S. consumer is solid:
We observed 9 percent growth in 2018 over 2017 in our U.S.
customer spending and money movement through Bank of
America channels. Business and consumer confidence also
remain solid. We see good opportunities ahead as we deepen
our relationships, and add new ones, in each of our businesses.

Driving Responsible Growth

Our commitment to Responsible Growth is reselute. In
previous letters, we have discussed this framework.
Responsible Growth has four tenets: We have to grow —no
excuses. We have to grow by delivering more for our

customers and clients. We have to grow by managing risk well.

And, our growth must be sustainable. Sustainable means
we have to share our success with our communities, we have

53.8%

Total Shareholder Return’

Rolling 3-year

B Bank of America
US. Large Cap Peer Avg.
¥ S&P 500

"Totai shareholder return includes stock price appreciation and dividends paid.
Peer bank average includes C, JPM, MS, GS and WFC.

to be a great place to werk for our teammates, and we have
to drive operational excellence. This creates the ability to
reinvest the savings back into our team, our capabilities, our
client experience, and our communities and shareholders.

I'tl review our company’s performance in 2018 by discussing
each of these tenets of Responsible Growth in more detail.
By following them, we have kept credit costs at decade-lows
and have driven positive operating leverage each consecu-
tive quarter for four years running. For the year, we were

the world's third most valuable financial services company
{as measured by market capitalization) and among the world'’s
top 10 most profitable companies. Our fourth-quarter 2018
earnings were the most among all U.S. global banks.
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BRIAN MOYNIHAN
Chairman and CEO

External recognition

Being one of the most profitable and efficient banks
makes it possibie for us to invest in award-winning capa-
bilities, people and products to serve our customers and
clients well. In 2018, we received top recognition as a
company, including being named “World's Best Bank” by
Euromoney, an authoritative industry publication. We

also were recognized for our employment practices and
commitment to being a great place to work, our customer
service, our mobile and digital capabilities, and for other
products and services in every major category. In February
2019, we were ranked as one of the “100 Best Companies
to Work For” by Fortune magazine and the global research
and consuiting firm Great Place to Work®, Bank of America
also was recognized as the only financial services company
on Fortune’s inaugural “Best Big Companies to Work For”
list, which comprises seven companies with more than
100,000 U.S.-based employees.
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What would you like the power to do?

Listening to how customers, our employees and our share-
holders answer the question “What would you like the power
to do?” is how we learn what matters most to them. By asking,
we start a conversation centered on our commitment to serve
by bringing our capabilities to help clients be successful.

We ask this question of our customers, in the communities
we serve, and of our employees. Responsible Growth guides
us in living our purpose to help make financial lives better,
and to achieve strong operating results the right way. The
three-year company strategy that our board of directors
reviews and approves each fall is based on continuing to
adhere to this approach.

What are we asking our clients with our straightforward
question? It's your financial life; it's your decision. We will bring
capabilities that are second to none to help you be successful.



We will connect our capabilities for clients as no other finan-
cial services company can. Simply put: We are here to serve.

In 2018, we refined our company’s brand and loge to better
reflect our work and progress over many years. Qver time,
these will continue to evolve to better visualize the way
we run our company today. We'll continue to serve by
deepening our relationships, helping each individual, each
business and each investor through the power of every
connection we can help them make. That is our purpose, and
it is how we want everyone — employees, the communities
we serve, clients and investors —to see us.

Grow. No excuses.

The first tenet of Responsible Growth is that we have to grow,
no excuses. As you can see on page 4, each of our businesses
grew, thereby contributing to our record earnings in 2018.

Over the last four years, deposits have grown 4 percent

and loans across all our business segments have grown

6 percent on average. For 2018, deposit and loan growth
within our business segments exceeded the net U.S. GDP
rate. That is our core growth goal: to grow somewhat
faster than the economy. Threughout 2018, our client base
expanded and our market positions continued to improve in
most of our businesses.

Rising interest rates helped us deliver earnings growth, but
we don’t depend on them. Qur growth in client deposits
funds our loan growth across all of our businesses and
enables us to continue to grow net interest income, even if
further interest rate rises fail to materialize.

Qur eight lines of business grew as a result of deepening
client relationships and developing new relationships.

Growing by focusing on the customer

We are pleased to serve more than one in three U.S. house-
holds and more than 9 million business-owner clients. Our

Fartune

Recognition Highlights
2018 and 1Q 2019

Consumer Banking business held $684 billion in average
deposits during 2018, representing year-over-year growth
of 5 percent. Average leans in that business grew by 7 percent.
We have grown consumer checking balances for 40 consec-
utive quarters, producing an additional $200 billion in
core checking deposits in our consumer business alone.

In addition, average small business loans in Consumer
Banking have grown 13 percent over the last three years.

Through 2018, we also continued to see rapid growth in our
digital and mobile channels due to decades of investment.
In 2018, our customers registered nearly 6 billion consumer
banking app logins, allowing us to maintain regular connec-
tivity with them, and provide unparalleled convenience.
We have nearly 37 million digital banking users; nearly

27 million are active mobile banking customers. We now
process more deposit transactions through mobile devices
than in our financial centers. And 25 percent of our consumer
sales, including credit cards and auto loans, were completed
through a digital channel in 2018,

While we are seeing digital and mabile growth, we are
investing heavily in our facilities and in the teammates who
serve there, as well. We have retooled many of our ATMs, our
financial centers, and our technology in the branches and calt
centers. And we have invested in skills for our teammates to
have more opportunity in our consumer businesses.

These efforts have led to our strongest customer scores

in our history. Our ability to deepen customer and client rela-
tionships is driven in part by the investments we are making
to provide the best client care in the industry. For example,
overall, our company was certified or recognized as having
industry-leading capabilities six times by ).D. Power in 2018.
Specifically, ].D. Power recognized our Digital Mortgage
Experience and Home Loan Navigator for making the home-
buying experience simpler than ever, and identified Bank
of America as a top performer in several areas. We are the
first financial services company to be both mebile app-

Fortune

Top global bank

on 2018 "Change the
Waorld” list

Working Mother

Barron’s

Investing in
Waomen Initiative
2019 Catalyst
Award Winner

Euromoney

= World's Best Bank

« World's Best Bank
for Diversity and
Inclusion

Military Times
One of the Best #1 wealth management
firm en Top 100 Women
Financial Advisors list

for 13 consecutive years

The Banker

2018 U5, Bank of the
Year, Top Transacticn
Services Bank in NLA,

J).D. Power Kiplinger Forbes

#1in Retail Banking A B
Advice C
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