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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP -

Members' Report
For the Year Ended 31 December 2019

The Members present their report together with the audited financial statements of the Barclays Covered Bonds

. Limited Liability Partnership (“The Partnership”) for the year ended 31 December 2019.

Results for the year

During the year the Partnership made a total comprehensive broft of £7.6 million (2018: £13.8 million loss). As at
31 December 2019, the net assets attributable to the Members were £73.2 million (2018: £65.6 million) and the
Members capital was £nil (2018: £n|I) as disclosed in the statement of financial. posutlon

_Future outlook

The Partnership will continue to provide a guarantee in respect of all interest and principal payable Qnder the

" terms of covered bonds issued by Barclays Bank UK PLC (“BB" UK PLC") pursuant to the Covered Bond

Guarantee which is secured over a residential mortgage loan portfolio and other assets of the Partnership.
Post year end events

The Partnership is monitoring the potential downside risk associated with both the direct and indirect impact of

. the COVID-19 outbreak. The Partnership has concluded that its business strategy remains appropriate and that

adequate capital and liquidity is being maintained. The impact on the Partnership may result in an increased
impairment -on. the finarcial assets with a corresponding effective interest rate adjustmient on the financial
liabilities and hence no additional capital is required as such from the designated Members. Reserve ledger
restricted cash is also immediately available should BB UK PLC default on the Covered Bonds it issued to cover
immediate expenses so no-additional Ilqu1d|ty is necessary as such. The Partnershlp continues to operate in line
with Members expectations. _ .

Designated Members and Management Committee

" The designated Members of the Partnership who served during the year are shown below:

Barclays Bank UK PLC
Congadale lelted E

The Members of the Pannershlp Management Commlttee durlng the year and subsequently are:

_Intertrust Directors 1 Ltmlted

Fiona Chan

Rupert Fowden (re5|gned 25 February 2020)

David Fraher :

Michael Manna (appointed 8 April 2019)

lain de Weymarn (appomted 8 Aprit 2019, resigned 25 February 2020)

-~ Congadale Limited

BB UK PLC

Since the year end, Stephen Temple was appointed on 25 February 2020. -

- Going concern

-The Members have prepared the ﬁnanciallstatements on a going concern basis, they are. satisfied that the .
Partnership has adequate resources to continue in operational existence for the foreseeable future. The.

Members also considered the potential impact of the Covid-19 outbreak and the United Kingdom’s (“UK’s”)
withdrawal from the European Union. While it's not possible at this stage to determine the precise impact on the
underlying UK residential mortgage portfolio, the Members continue to closely monitor the economic
environment in which the Partnership operates in order to minimise the risks associated with the outbreak and
the withdrawal. For this reason, the Members -have adopted the going coricern basis in preparing the financial
statements. The Members are satisfied with the flnanC|aI position of the Partnership at year end.

.Page2A .
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Members' Report (continued)
~ For the Year Ended 31 December 2019

Financial risks

The Partnershlp faces fi nanC|aI risk from the financial instruments it has acquired and |ssued The Partnershlp s
objective is to reduce the Partnership’s exposure to all forms of financial risk. The Partnership follows the
financial risk management objectives and policies of BB UK PLC, its parent undertaklng (note 18). The
" Partnérship’s main risks are credlt risk, liquidity risk and interest rate risk. These are. described in note 12 to the
financial statements. »

- Employees
There were no employees employed by the Partnership during the yea'r (2018: nil).

~ Statement of Members’ responsibilities in respect of the Members’ Reports and the Financial
Statements : . ,

The Members ‘are responsible for preparing the Members' and the financial statements in accordance with
~ .applicable law and regulatlons

The Limited Liability Partne‘rships (Accounts and Audit) (Application of Companies Act 2006) Regulations 2008
require the Members to prepare financial statements for each financial year. Under that law the Members have
elected to prepare the financial statements in accordance with IFRSs as adopted by the EU and applicable law.

Under Regulation 8 of the lelted Liability Partnershlps (Accounts and Audit) (Appllcatlon of Companies Act
2006) Regulations 2008 the Members must not.approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the LLP and of its profit or loss for that penod In prepanng
these financial statements the Members are required to: ‘

. select suitable accounting policies and then apply them consistently;

. make judgements and estimates that are reasonable, relevant and reliable; ‘
. state whether they have been prepared in accordance with IFRS as adopted by the EU: :
. assess the Partnership's ability to continue as a going concern, dlsclosmg. as appllcable matters related

. to going concern; and

e use the going concern basis of accountlng unless they either mtend to liquidate the Partnershlp or to
cease operatlons or have no realistic alternative but to do so.

Under Regulation 6 of the Limited Liability Partnerships (Accounts and AUdIt) (Application of Companies Act .
2006) Regulations 2008, the Members are responsible for keeping adequate accounting records that are
sufficient to show and explain the LLP's transactions and disclose with reasonable accuracy at any time the
financial position of the LLP and enable them to ensure that its financial statements comply with those
regulations. They are 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, and
have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
LLP and to prevent and detect fraud and other |rregu|ar|t|es

Related party transactlons

" Details of the Partnershlp s related party transactions during the year are setoutin note 156 to the accompanying
' financial statements .

Page 3
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'BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Members' Report (continued)
For the Year Ended 31 December 2019

Independent auditors
The auditor, KPMG LLP was appointed as the auditor of the Partnership during the year under review and is to

remain -in office until the conclusion of the Partnership’s annual'Members meeting. Having ‘expressed their
willingness to continue in office, a resolution. for the reappointment of KPMG LLP will be proposed at the

- forthcoming annual members’ meeting in accordance with the Companies Act 2006 as applied to the errted

Liability Partnershlp (Accounts and Audit) (Application of Companres Act 2006) Regulations 2008.

Statement of disclosure of mformatlon to audltors

So far as the Members are aware, there is no relevant audrt information of whlch the Partnershlp s audltor is

unaware. The Members have taken all the steps that they ought to have taken as Members in order to make
themselves aware of any relevant audit rnformatron and to establish that the Partnershrp s auditor i is aware of that -
rnformatron

Statement on business relationships
The Partnership is a specialtpurpose vehicle. It has a limited range of activities and a small number of business
relationships with third parties. Such third parties have been appointed by the Partnership to perform certain
roles in connection with the Partnership’s financing and other main transactions. As such, the broad terms of the
Partnership’s limited number of business relationships are determined in advance by such docurnents.

Strategic Report exemption

"The Members have not prepared a Strategic Report on the basis that there is no statutory requrrement foran

LLP to produce such a report

On behalf of the Members of Barclays Covered Bonds LLP.

DocuSigned by: )
FrétesétNritaker

Authorised Representative of Congadale Limited
Desrgnated Member .

Date: 29 June 2020

Page 4 .



DocuSign Envelope 1D: C472094D-175E-46A3-BBB8-22DDEF86F 360

’ 'BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Independent Au_ditor's Report to the Members of Barclays Covered Bonds Limited Liability Partnership

Opinion

We have audited the financial statements of Barclays Covered Bonds Limited Liability Partnership (‘the LLP")
for the year ended 31 December 2019 which comprise the Statement of Profit or Loss and Other Comprehensive
Income, Statement of Financial Position, Statement of Changes in Equity and Statement of Cash Flows and
related notes, including the accounting pohcres in note 4. -

In our opinion the financial statements

‘e .. givea true and falr view, of the state of affa|rs of the LLP as at 31 December 2019 and of its profit for the
year then ended:; : : .

"o - have been properly prepared in accordance with Internatlonal Fmanmal Reportlng Standards as adopted
by the European Union; and . v ,

e " have been prepared in accordance with the requirements of the Companies Act 2006 as applied to limited
liability partnerships by the Limited Liability Partnershlps (Accounts and Audit) (Application of Compames
Act 2006) Regulatrons 2008.

Basis for opinion

We conducted our audit in accordance with ‘International’ Standards on Auditing (UK) ("ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and
are independent of the LLP in accordance with, UK ethical requirements including the FRC Ethical Standard.
We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The Members have prepared the financial statements on the going concern basis as they do-not intend to
liquidate the LLP or to cease its operations, and-as they have concluded that the LLP's financial position means
that this is realistic. They have also concluded that there are no material uncertainties that could have cast
significant doubt over its ability to continue as a going concern for at least a. year from the date of approval of the -

- financial statements (“the going concern period”).

We are»required,to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that
basis for a period of at least a year from the date of approval of the financial statements. In our evaluation of the
Members’ conclusions, we considered the inherent risks to the LLP’s business model, and analysed how those
risks might affect the LLP’s financial resources or ability to continue operations over the gomg concern penod
We have nothmg to report in these respects. :

However, as we cannot predlct all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that: were reasonable at the time they were made, the absence of -
reference to a material uncertainty in this audltors report is not a guarantee that the LLP will contlnue in
operation.

‘Page 5
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" BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

3

Indepehdent Auditor's Report to the Members of Barcla;ts Covered Bonds Limited Liability Partn‘ership

Other information

 "The Members are respon3|ble for the other information, which comprlses the members’ report. Our opinion on
" the financial statements does not cover the other information and, accordmgly we do not express an audit

opinion or any form of assurance conclusion thereon.

Our responsmlllty is to.read the other information and, in domg so, consider whether, based. on our i nanC|aI
statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based. solely on that work, we have not identifi ed material misstatements in"

the other lnformatlon
b ]

Matters on whlch we are requwed to report by exceptlon :

%
Under the Companies Act 2006 as applled to hmlted Ilablllty partnershlps we. are requnred to report to you if, in
our opmlon A _

. adequate accounting records have not been kept or returns adequate for our audlt have not been
received from branches not visited by us; or . :

. the financial statements are not in agreement with the accounting records and returns; or
*  we have not received all the information-and explanations we require for our audit

We have nothing to report in these respects.

As explained more fully in thelr statement set out on page 2, the Members are responsible for-the preparation of
the financial statements and for being satisfied that they give a true and fair view; 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 érror, assessing the LLP’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern; and using the going concern basis- of accounting
unless they either intend to liquidate the LLP or to cease operations, or have no realistic alternative but to do so.

Auditor’s respdhsibiliti'es

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free

_ from material misstatement, whether due to fraud or error, and to issué our opinion in an auditor's report. - ‘

Reasonable  assurance is a high level of assurance, but does not 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.aggregate, they could reasonably be
expected to influence the économic decisions of users taken on the basis of the financial statements A fuller
descnptlon of our responsnbllltles is provided on the FRC s websne at www .frc.org. uk/audltorsresgon5|b|htles

Page 6
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“BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

¢ - .
Indepéndent Auditor's Report to the Members of Barclays Covered Bonds Limited Liability Partnership -

Al

" The purpose. of our audlt work and to whom we owe our responsnbllltles

This report is made solely to the Members of the LLP, as a body, in accordance with Chapter 3 of Part 16 of the

. Companies Act 2006, as required by Regulation 39 of the Limited Liability Partnerships (Accounts and Audit)

(Application of Companies. Act 2006) Regulations 2008." Our audit work has been undertaken so that we might
state to the LLP’s Members those matters we are required to state to them in an auditor’s report.and for no other
purpose. To the fullest extent permitted by law, we do not accept or assurhe responsibility to anyone other than
the LLP and the LLP’s Members, as a body, for our audlt work,. for this report or for the oplnlons we have

’ formed

.thhard Smith (Senior Statutory Auditor)

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

15 Canada Square
London
E14 5GL

Date: 29 June 2020
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP .

-Statement of Profit or Loss and Other Comprehenswe Income :
For the Year Ended 31 December 2019

Continuing operations
Finance income
Finance expense

* Net interest income / (expense)

‘Forelgn exchange gain / (Ioss) on loans dueto related party
lmpalrment of financial assets ‘

Gain/ (Ioss) on fair value_ of derivative financial instrurents.

Profit/(loss) for the year

. Other comprehensive income:

- Total compfehensive income / (loss)

Note - -

2019

The accompanying notes’ on pagés 12 to 32 form an integral part of the ﬁﬁancial stafer‘n’énts.

Page 8 '

2018
£000 ~ £000
154,960 . 139,821
| (154,889)  (139,834) -
71 (13)

6,584 (1,130) . -
C) 13
1,036 (12,664)
7,620 (13,794)
7,620 (13,794)
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP
Registered number: 00332284

Statement of Financial Position
As at 31 December 2019 '

- 2019 . 2018
A Note £000. £000
Assets 4
Non-current assets ‘ ' .
Loans and advances at-amortised cost ‘ - o ey 9 16,945,482 6,195,626

Derivative financial assets - | A 11 - 117,667 116,814

, , 7,063,149 6,312,440
Current assets ‘

Cash and cash equivalents » o : = - 11
Reserve ledger restricted cash o R .16 42,901 42,936

Loans and advances at amortised cost - ‘ - 9 1,007,819 1,834,525

1,050,720 1,877,472

Total assets - | - 4 S 8,113,869 8,189,912

Liabilities
Non-current liabilities _ o . .
Loans due to related party » ' ' ' . 10 -6,'948,355 6,205,082

' -

. | 6,948,355 6205082
Current liabilities . ' ' '
Loans due to related party : '_ : . . .10 1,092,319 1,919,255

1,092,319 1,919,255

Total liabilities . a ' R S 8,040,674 - 8,124,337

Net assets ' . - , o - 73,195 65,575

‘Members’ interests _
Members'capitaI' A N . . L - -
Retained earnings ' ~ S - 73,195 65,575

Total Members’ interests L ) 73,195 . 65,575

~ The financial statements on pages 8 to 32 were approved and authorised for issue by the board of Members and -

- Em@ggqgned on its behalf by:
delen ke |

Authorised Representative of Congadale Limited
Designated Member '
Date: 29 June 2020

- Page 9
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Sta_t'ement of Changes in Members' Interests
- For the Year Ended 31 December 2019

Total '

. Retained Members”

. earnings interests

- . £000 £000

At 1 January 2019 o - . 65575 . 65575

Comprehensive income for the year - , S ' T

Profit for the year " o - T ... 7820 7620

~ Other comprehensive income - . - - ' . _ , R -

. Total comprehensive income for the year ' o 7_’620 : 620

At 31 December 2019 B . 73195 73,195

- Total

Retained Members’

~* earnings " interests

v+ £000- £000

At1January2018 . T 79,369 79,369
Comprehensive income for the year ' . . oo ’

Loss for the year 4 - . . (13,794) (13,794)

Other comprehensive incomé - _ ' _ - ] -
(13,794) (13,794) ’

. Total comprehensive income for the year

At 31 December 2018 - " - : 65,575 T 65,575

The ac,compariying notes on pages 12 tb 32 forh an integral part of the financial statements.

Page 10
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BARCLAYS COVERED BONDS LIMITED LIAQILITY PARTNERSHIP

' Statement of Cash FIoWs

For the Year Ended 31 December 2019

Continued operations

Cash flows from opera’ting.activitieé )

" Profit/(loss) for the year

Adjustments for

Impairment of financial assets
Finance income from related parties

‘Finance expense paid to related parties

(Gain) / loss on fair v'a_Iue'df derivative financial instru'ménts
Foreign exchange (gain) / loss on loans due to related party

- Net cash from ope'rating activities

Cash flows from investing actlwtles

Interest recelved from loans and advances at amortlsed cost

Net cash from investing activities

Cash flows from financing activities

Redemptio'hﬁof loan from related party i e

Interest paid on loan from related party
Net cash used in financing 'activitie_s

Net cash decrease in cash and cash equivalents |

. Cash and cash equivalents at the beginning of year

—~

Cash and cash equivalents at the end of the year

Non-cash transactions

2019

2018

£000 £000
7620  (13,794)
71 (13)
(154,960)  (139,821)
154,889 , 139,834

- (1,036) 12,664
" (6,584) 1,130
154,738 142,714
© 154,738 142,714
(1) (118,301)
(154,738)  (142,714)
| (154,749)  (261,015)
(11)  (118,301)

11 118,312
- 11

~ As BB UK PLC has not triggered an event that would necessitate the transfer-of the mortgages and covered
bonds to the Partnership, no physical movement of cashflow is required to settle the principal due on loans and-
" advances held at amortised cost ‘or the loans due to the related party. Therefore any issuances and
. redemptions have not been reﬂected in the cash flow statement as no cash was exchanged in either of the

transactlons

The accompanying notes on pages 12 to 32 form an integral part of the financial statements.
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
For the Year Ended 31 December 2019

1.

Reporting entity‘.

Barclays Covered Bonds Limited Liability Partnership (the 'Partnership’) is a limited liability partnership

under the Limited Liability Partnership Act 2000, domiciled and incorporated in England. The Partnership's
registered office is at 1 Churchill Place, London, E14 5HP. The Partnership's principal activity is to provide
a guarantee in respect of all interest and principal payable under the terms of covered bonds issued by
Barclays Bank UK PLC (‘BB UK PLC") pursuant to the Covered Bond Guarantee which is secured over a

" residential mortgage loan portfolio and other assets of the Partnership. Recourse to the Partnership is

limited to the reS|dent|aI mortgage Ioan portfolio and such other assets of the Partnership.

Basis of preparatjen )

These financial statements have been p.repared in accordance with International Financial Reporting

“Standards, ‘International Accounting Standards and Interpretations (collectively IFRSs). They were
-authorised. for issue by the Partnership’s board of Members on 29 June 2020.

Details of the Partnershlp s accountlng pohcnes are lncluded in note 4 and changes during the year in note
2 2. .

In preparing these financial statements, management has made judgemehts estimates and assumptions .
that affect the -application of the Partnership accounting policies and the reported -amounts of assets
Ilablhtles income and expenses.: Actual results may differ from these estimates.

Estimates and underlying assumpt:ons are revnewed on an ongoing basis. Rewsuons to estimates are
recognised prospectively. :

The areas where judgements and estimates have been made in preparmg the financial statements and
their effects are disclosed in note 5.

The Partnership acts as a Guarantor of the covered bonds issued by BB UK PLC pursuant to the Covered
Bond Guarantee. The Partnership would take over BB UK PLC's obligations under the covered bonds -
issued in the unlikely event of a default. The covered bonds. would be settled by utilising collections
received on a portfolio of residential mortgage loans and other assets of the Partnership. The probability
that BB UK PLC would default on the covered bonds is remote as it is a regulated banking entlty subject to

- capital and liquidity regulatlons

+ 2.1 Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following items,.
which are measured on an alternative basis on each reporting date. :

Company law requires.the Members to prepare the financial statements on a going concern basis unless
it is inappropriate to presume that the Partnership will continue in businéss. After reviewing detailed profit
and cash flow projections and making such.further enquiries as they consider appropriate, including
considering the actual and projected performance of the the Partnership and the implications from the
COVID-19 outbreak, the Members are satisfied that the Partnership has adequate resources to continue
in operational existence for the foreseeable future. For this reason, the Members have adopted the going
concern basns in preparing the financial statements.

Page 12
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
For the Year Ended 31 December 2019

2.

Basis of preparation (continued)

2.2 Changes in accou'nting policies

i) New standards, interpretations and amendments effective from 1 January 2019

The accounting policies adopted are consistent with those of the previous fi nancial year, except where
new standards and amendments to IFRSs effective as of 1 January 2019 have resulted in changes in
accounting policy. o : '
IFRS 16 Leases has.replaced IAS 17 Leases for period beginning on or after 1 January 2019 but neither

this standard or any other new amended standards have had a materral rmpact on the Partnershrps
accountmg policies. .

ii) New standards, interpretations and amendments not yet effective

‘ There are no known future amended standards or new- accounting standards which are expected to have

a material |mpact on the Partnership’s accounting policies.

Functional and 'presentation currency

These financial statements are presented in pound sterling, which is the Partnership's functional currency.
All amounts have been rounded to the nearest thousand, unless otherwise indicated.

Accounting policies_
4.1 Foreign currency

In preparing the financial statements of each individual group entity, transactions in currencies other than

.-the entity's functional currency (foreign currencies) are recognised at the rates of exchange prevailing at

the dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined. Non- -monetary items that are measured in terms of hrstorlcal cost in a foreign
currency are not retranslated : :

‘ Exchange dlfferences on monetary items are recogmsed in proﬂt or loss in the period |n which they arise

except for:

° exchange differences on toreign currency borrowings relating to assets under construction for
future productlve use, which are included in the cost of those assets when they are regarded as an
adjustment to interest costs on those forergn currency borrowings;

. exchange differences on transactions entered into in order to hedge certain forelgn currency risks
' .(see for hedging accountrng polrcres) and

e - exchange differences on monetary items receivable from or payable to foreign operatlon for whlch
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income-and reclassified
from equity to profit_or loss on repayment of the monetary items.

Page 13
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' BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

 Notes to the Financial Statements
For the Year Ended 31 December 2019

4.

Accounting policies (continued)

41 Forelgn currency (contmued)

For the purposes of presentlng these financial statements the assets and Inabllmes of the Partnership's
foreign operations are translated into pounds using exchange rates prevailing at the end of each reporting’
period. Income and expénse items are translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in which case the exchange rates at the dates of
the transactions are used. Exchange .differences arising, if any,.are recognlsed in other comprehenswe .
income and accumulated in equity. '

’

4.2 Interest

Interest income or expense is- recognised on all mterest bearing fi nanC|al assets and on mterest beanng
fi nanCIaI liabilities using the effectwe |nterest method. .

The effective interest rate is the rate that exactly discounts the expected future cash payments or receipts
through the expected life of the financial instrument, or when appropriate, a shorter period, to the net
carrying amount of the instrument. The application of the method has the effect of recognising income
(and expense) receivable (or- payable) on the instrument evenly in proportlon to the amount outstandlng
over the period to maturlty or repayment :

43 Taxation -

The Partnership |tself is not a taxable entlty Each Member will be responsnble for thelr own taxatlon
llablllty i

4.4  Financial assets and liabilities o

The Partnership applies {FRS 9 Flnanmal Instruments to the recognition, classmcatlon and measurement,
and derecognition of fmancnal assets and ﬁnanmal liabilities and the |mpa|rment of fi nanual assets

E Recogn/t/on

The Partnership recognises financial assets and liabilities when it becomes a party to the terms of the

‘contract.” Trade date or settlement date accountlng is applied dependmg on the classnf cation of the
. financial asset. :

' Classification and measurement

Financial assets are classified on the basis of two crite’ria'

i) the busmess model within WhICh financial assets are managed; and o
ii) their contractual cash flow characteristics (whether the- cash flows represent solely payments of
principal and interest’ (SPPI)). .

The Partnership assesses the business model criteria at a portfoho Ievel Informatlon that is con5|dered in
determining the applicable business model includes (i) policies and objectives for the relevant portfolio, (ii)

how the performance: and risks of the portfolio are managed, evaluated and reported to management, and °

(iii) the frequency, volume and timing of sales in prior periods, sales expectation for future perlods and the
reasons for such sales : :

Page 14



DocuSign Envelope ID: C472094D-1A75E-4_6A'3-BBB§-22DD_EF86F380

BARCI_.A_YS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements .
For the Year Ended 31 December 2019

4.

Accounting policies (continued)

FinancialAassets and Iiabilities (continued)

Classrf/cat/on and measurement (cont/nued)

The contractual cash flow characteristics of financial assets are assessed with reference to whether the
cash flows represent SPPI. In assessing whether contractual cash flows are SPPI compliant, interest is

defined as consideration primarily for the time value of money and the credit risk of the principal
dutstanding. The time value of money is defined as the element of interest that provides consideration .

" only for the passage of time and not consideration for other risks or costs associated with holding the

financial asset. Terms that could change the contractual cash flows so that it would not meet the condition
for SPPI are considered, 'including: (i) contingent and leverage features, (ii) non-recourse arrangements

_-and (iii) features that could modify the time value of money.

Financial assets at amortised cost

Financial assets will be measured at amortised cost if they are held within a business model whose
objective is to hold financial assets in order to collect contractual cash flows, and their contractual cash
flows represent solely payments of principal and mterest

Financial assets will be measured 4t fair value through other comprehenswe income if they are held within
a business model whose objective is achieved by both collecting contractual cash flows and selling
ﬁnancial assets, and their contractual cash flows represent solely payments of principal andinterest.

The loans and- advances. at amortised cost, trade and other receivables and cash and cash equivale'hts i
are held at amortised cost. That is, the initial fair value is adjusted for repayments and the amortisation of
coupon, fees and expenses to represent the effective interest rate of the asset or liability.

Financial assets that are held in a business model to collect the contractual cash flows and that contain
contractual terms that give “rise on specified dates to cash flows that are SPPI, are measured at amortised
cost. The carrying value of these financial assets at initial recognmon mcludes any directly attributable
transactlon costs. ' . .

In determlnlng whether the business model is a ‘hold.-to collect’ model, the objective of the business model
must be to hold the financial asset to collect contractual cash flows rather than holding the fi nancial asset
for trading or short-term profit taking purposes. While the objective of the business model must be to hold
the financial asset to collect contractual cash flows this does not mean the Partnership is required to hold
the financial assets until maturity.. When determining if the business model objective is to collect
contractual cash flows the Partnership will consider past sales and expectations about future sales. -

Impairment of financial assets

The Partnership is required to recognise expected credit losses (ECLs) based on unblased forward-
looking lnformatlon for all financial assets at amortised cost.

At the _reportlng date, an allowance is required for the 12 month ECLs. If the credit risk has significantly
increased since initial recognition (Stage 2), or if the financial instrument is' credit impaired (Stage 3) an
aIIowance (or provision) should be recognlsed for the I|fet|me ECLs. .

The ECL is measured by using three main components (i) probablllty of default (PD) (ii) loss given default'
(LGD) and. (iii) the. exposure at default (EAD). The 12 month ECL is calculated by muiltiplying the 12
month PD, LGD and the EAD. The 12 month and lifetime PDs represent the PD occurring over the next 12 -

" months and the remaining maturity. of the instrument respectively. The EAD represents the expected

balance at default, taking into account the repayment of principal and interest from the balance sheet date
to the default event together with any expected drawdowns of committed facilities. The LGD represents
expected losses on the EAD given the event of default, taking into account, among other attributes, the
mitigating. effect of collateral value at the time it is expected to be realised and the time value of money.
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BARCLAYS COVEREb BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements .
For the Year Ended 31 December 2019

4.

Accounting policies (continued) -

Financial assets and liabilities (continued) .

Determining a significant increase in credit risk since initial recognition:

The Partnership assesses when a significant increase in credit risk has occurred. based on quantitative
and qualitative assessments. Exposures are considered to have resulted in a significant increase in credit

-risk and are moved to Stage 2 when:

‘Quantitative test

The annualised cumulative welghted average lifetime PD has lncreased by more than an agreed threshold

relative to the equivalent at origination.

PD deterloratlon thresholds are deﬁned as percentage increases, and are set at an origination score band
and segment level to ensure the test appropriately captures signifi icant increases in credit risk at all risk
levels. Generally, thresholds are inversely correlated to the origination PD, i.e. as the origination PD
increases, the threshold value reduces.

The assessment of materlallty, i.e. at what point a PD lncrease is deemed ‘significant’, is based upon
analysis of the portfolios’ risk profile against a common set of principles and performance metrics

- (consistent across the retail business), incorporating expert credit judgement where appropriate.

Qualitative test

Where external credit ratings of the Covered Bond note issuances have been downgraded this may -
necessnate moving an asset from Stage 1 to 2. :

Fon/vard -looking /nformat/on

Credit Iosses are the expected cash shortfalls from what is contractually due over the expected life of the

financial instrument, discounted at the original effective interest rate (EIR). ECLs are determined by
evaluating a possible outcome should Barclays Bank UK PLC default and the Partnershlp rely on the
covered pool of mortgages.

' The measurement of ECL involves increased complexity and Judgement including estimation of PDs,

LGD, assumptions of ‘collections and losses on the underlying UK mortgages -portfolio in rapld
amortisation, estimation of expected lives, and estimation of EAD and assessing significant increases in
credit risk. Impairment charges will tend to be more volatile and will be recognised earlier.

Expected life

- Lifetime ECLs must be méasured over the expected life. This is restricted to the maximum contractual life
.and takes into account expected prepayment, extension, call and similar options. Where data is

insufficient or analysis inconclusive, an additional ‘maturity factor' may be incorporated to reflect the full
estimated life of the exposures, based upon experienced judgement and/or peer analysis. Potential future
modifications of contracts are not taken into account when determlnlng the expected life or EAD until they
occur.

D/scounting

ECLs ‘are discounted at the EIR at initial recognition or an approximatlion' thereof and consistent -with
income recognition. For loan commitments the EIR is the rate that is expected to apply when the loan is .
drawn down and a financial asset is recognised. Issued financial guarantee contracts are discounted at

_ the risk free rate. For variable/floating rate financial assets, the spot rate at the reporting date is used and

projections of changes in the variable rate over the expected Ilfe are not made to estimate future interest .

-cash flows or for discounting. -
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

-‘Notes to the Financial Statements
For the Year Ended 31 December 2019

4,

Apcdunting policies (continﬁed) .
Financial assets and liabilities (continued)
Modelling techniques

ECLs are calculated by multiplying three main components, bemg the PD, LGD and the EAD or by
determmlng the defi cnency on the loans and advances at amortised cost, and dlscountmg the result at the

ooriginal EIR.

For the IFRS 9 impairment assessment, Barclays Group' risk models are used to determine the PD, LGD
and EAD. For Stage 2 and 3, Barclays Group applies lifetime PDs but uses 12 month PDs. for Stage 1.

" The ECL drivers of PD, EAD and LGD are modelled by counterparty. Also, the assessment of significant

increase in credit risk As based on the initial lifetime PD curve, which accounts for the dlfferent credit risk

‘underwritten over time.

' Nettjng

Financial assets and liabilities are offset and the net amount reported in the balance sheet if, and only if,
there is a legally enforceable right to set off the recognised amounts in all circumstances and there is an
intention to settle on a net baSlS orto reahse an asset and settle the Ilablllty S|multaneously

Financial liabilities

Financial liabilities represent loans due to BB UK PLC. They are collateralised by the deemed loan

(represented as loans and advances at amortised cost), which are ultimately collateralised by the
beneficial interest in a pool of residential mortgage loans. Financial liabilities are initially recognised at fair
value less transaction costs and are subsequently valued at amortised cost, usmg the effective interest
method Financial liabilities are derecogmsed when extlngmshed :

" Derivative financial mstruments

The deemed loan consists of the transfer of the mortgage assets (for which accounting derecognmon was

.considered inappropriate), interest rate swaps and foreign currency-swaps held with BB UK PLC to match

the receipts from the residential-mortgage loan assets to the currency and interest rate basis of the term -

_loans.

lntefest rate risk associated with the deemed loan to the originator BB UK PLC is managed by means of
an interest rate basis swap with BB UK PLC and various third parties, which requires the Partnership to
pay an amount calculated with reference to the.interest received on the beneficial interest in the mortgage -

‘portfolio and receive payments based on a rate linked to one-month Sterlmg LIBOR

Foreign currency risk ‘between the mortgage assets and the term loans from the originator BB UK PLC is
managed by means of foreign currency swaps with BB UK PLC and various third parties. These require
the Partnership to pay sterling ﬂoatnng rate and receive amounts’ which match the currency and rates -of
the term loans.

The swaps with BB UK PLC are not recognised separately as financial instruments as the amounts
payable under each swap reflect interest flows from the mortgage loans which are not recognised by the
Partnership for accounting purposes. Instead, the deemed loan to BB UK PLC is recognised with an
effective interest rate and currency which incorporate the net amounts received or paid under the swaps.
Interest receivable or payable on the swaps is accounted for: on an accrual$ basis within interest
receivable on the deemed Ioan I
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4,

Account‘ing policies (continued)

-Financial assets and liabilities (continued)

Derivative financial instruments (continued)

Where interest rate and cross currency swaps are with third partles they have been recognlsed separately
as derivative’ financial mstruments ‘They are recognised at fair value on the date on which the swap
contracts are entered into and are subsequently re-measured at their fair value. The gain or loss on the :
change in fair value of swaps and the foreignh exchange translation gains and losses on the US Dollar and
Euro denominated borrowings related to the swaps are taken to the Statement of Comprehensive income.
Swaps are carried as an asset when fair value is positive and as a liability when fair value is negative. ‘

45 ‘Cash and cash equivalents ~

' For the purposes of the statement of cash flows and the statement of financial posatlon cash comprises of

cash at bank

Accounting estimates and _judgements .

‘ The preparatioh of financial statements in accordance with IFRS requires the use of certain critical

accounting estimates and judgements. It also requires management to-exercise judgement.in the process
of applying the accounting policies. The notes to the financial statements set out areas mvolvmg a higher
degree of judgement or complexny, or areas where assumptions are sngnlf'cant to the financial

_ statements.

Classification of deemed loan

Management considered the Partnership’s business model and determined that the deemed loan asset
will be held to collect contractual cash flows only. Management -also considered the probability that
excess/deferred collection distribution from the mortgages will be insufficient is remote, so in.substance
this does not introduce any variability to the deemed loan asset that is not related to interest and principal.
In addition, if the cash flows of the underlying UK mortgage loans are SPPI compliant and the contractual
terms of the deemed loan asset include no non-SPPI features then, as a result the cash flows associated
with the excess/deferred collection distribution can only be SPPI compliant. - As a consequence, it is thus,
appropriate for the Partnership to classify the deemed loan asset as a loan and advance at amortised
cost.

Credit impairment 4 _ L .
IFRS 9 impairment involves several important areas of judgement, including estimating forward Iodkmg

modelled parameters (PD, LGD and EAD), developing a range of 'unbiased future economlc scenarlos
estlmatlng expected Ilves and assessing significant increases in credit nsk

"The calculatlon of lrnpalrment mvolves the use of judgement based on the Partnership’s experience of

managing credit risk.

The level of the impairment allowance is the difference between the value of the discounted expected
future cash flows (discounted -at the loan’s original effective interest rate), and its carrying amount.
Subjective judgements are made in the calculation of future cash flows. Furthermore, judgements change
with time as new information becomes available, resulting in frequent revisions to the impairment -
allowance as individual decisions are taken. Changes in these estimates would result in a change in the
allowances and have a direct impact on the impairment charge : -
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP
Notes to the Financial Statements

For the Year Ended 31 December 2019 -

5. ° Accounting estimates an'd‘judgements (continued)

Estimates and assumptions (cohtinued)

Fair value of fmancnal mstruments
" For the purpose of fair value calculations in note 13, the fair value of assets and liabilities is based upon
cash flow models of underlying mortgage assets where projected cashflows' are determined using -

appropriate principal pay-down profiles and actual business margins Wthh are then dlscounted usmg new
busmess margms for similar mongages orlglnated

- 6. Profit / (loss) for the year

Administrative expenses in relation to the Partnership were borne by BB UK PLC. The auditor's -
remuneration borne by Barclays Bank UK PLC totalled £17k.(2018: £16k).

7. Employees and key management.

i) Employees:

' There were no persons employed by the Pahnership during‘the year (2018: nil).
(i) Members’ remuneration:
None of the Members were directly remunerated by the Partnership in respect ‘of their services to the
Partnership during the year. However, £400.(2018: £400) was paid as a profit payment to Congadale
Limited as stlpulated by the LLP Deed for services provided by the company. .
In relation to the other Member, BB UK PLC, services provided by employees of BB UK PLC were
performed as part of their employment by BB UK PLC/Barclays Execution Services Limited (formerly

- Barclays Services Limited) and no remuneration was earned in respect of qualifying services provided to

the Partnership, BB UK PLC/Barclays Execution Services Limited (formerly Barclays Services llmlted)
has not recharged the Partnership for the cost of this service. (see note 15).
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
For the Year Ended 31 December 2019

8.

Loans and advances at amortised cost -

Finance income and expense

Finance income and expense comprises the following:
. , : L .

Recognised in profit or loss

Finance income

Interest receivable from BB UK PLC

Total finance income

Finance expense

Interest expense paid fo BB UK PLC

Total finance expense . . - ¢

Net finance income/(expense) recbgnised in profit or loss

Loans and advances at amomsed cost

2019

2018

£000 £000

154,960 139,821

154,960 139,821

154,889 139,834

154,889 139,834
71,

. (3)

C

Loans and advances consist of deemed Ioans and mterest receivable of amounts due from BB UK PLC

and are made up as follows:

- Curreht

Loans and advances at amortised cost
Impairment allowance '

Interest receivable due from related party

2019

Non-current
Loans and advances at amortised cost . -
Impairment allowance ‘

2018
£000 - £000
1,000,000 1,827,000
(109) (181)
© 7,928 7,706 -
1,007,819 - 1,834,525
6,946,237 . 6,196,237
(755) . (611)
6,945 482 6,195,626
7,953,301,

8,030,151
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
For the Year Ended 31 December 2019

10. Loans due to related party

Loans due to related party consist of Ioans due and mterest payable to BB UK PLC .and-are made up as’

' fol|ows

Current
Loans due to related party

Effective interest rate adjustment due to related party

Inte‘rest payable'due to relate_d party ;

Non-current .
Loans due to related party
[Effective interest rate adjustment due to related party

. . - Loans due to related party

1. 'DeriVative financial instruments -

2018

2019 .
£000 £000
1,042,906 1,869,951
(114) - (189)
49,527 49,489
1,092,319 1,919,255
6,949,110 6,205,694
(755) (612)
6,948,355 6,205,082
8,040,674 8,124,337

Fair valhes are obtained from’ quoted market prices in active markets; '
transactions, and valuation techniques, including discounted cash flow models and options pricing models,
as appropriate. ‘As a consequence, the denvatlve financial instruments are classified in Ievel 2 of the fair

: valuatlon hlerarchy

~

including recent market

-The gain or loss on the swaps is taken to the statement of other. comprehensive mcome Informatuon

relatlng to Financial risks is detailed in note 12.
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
. For the Year Ended 31 December 2019

Derlvatlve financial mstruments (contmued)

. Related Interest Interest

Scheduled
series and termination rate rate ‘
date of notes date ‘payable receivable
"1 month-

Series 2012-1 , sterling - T
Interest Rate 12 Jan 2022 Libor plus Fixed rate
Swap - 2.43% of 4.25%
Series 2010-4 1 month -
Cross- o - sterling .
Currency 17 Aug 2032 LIBOR plus Fixed rate

© Swap : o 1.06% of 4.032%
Tota‘l :

it is expected that LIBOR rates “will ‘be discontinued dunng 2021 and the Partnershlp is expected to

, , 2019 2018 -
Notional =~ Notional Fair Fair
payable receivable value value

£000 CCY£000  £000  £000
(1,000,000)- ‘£1,000,000 63,195 62,121
(121;799) €146,500 54,472 - 54,693

117,667

transition across to approprrate benchmark rates ahead of the discontinuance.

116,814

The following table represents the recognlsed financial instruments that are subject to offsetting
arrangements should: the swap counterparties default in their obligations as at 31 December 2019 and
2018. The ‘Net’ column represents what the net |mpact would be on the Partnershlps statement of

fi nanc;al position if all set-off rights were exercised.

Gross’

Gross
assets liabilities
2019 £000 £000
Derivative financial instrument .
assets 1 1 7,667 . -
2018 _ )
Derivative financial inétrument T '
116,814 -

- assets
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Net Cash Securities
"amount collateral’ collateral
to offset " received _received
£000 £000 £000 -
117,667 - 107,495
. 103,723

116,814 -

. Net -
- £000

10,172

13,091
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP

Notes to the Financial Statements
For the Year Ended 31 December 2019

12.

Derivative financial instruments (centinued)

The agreements relating to the derivative financial instruments establishes various trigger rating events
should the credit rating of the swap counterparties drop below certain specified levels. The first trigger
event requires the swap counterparties to post collateral to a Collateral Swap Account in the name of the
Partnership. The second trigger event requires the swap counterparties to novate their obligations under
the swap agreements on commercial terms to a new counterparty at their cost. To the extent a swap
counterparty defaults under bankruptcy or doesn’'t perform under the contract, the Partnership can draw
down on the cash or securities collateral placed by the swap counterparty. to either: (i) novate the swap.
agreement to another qualifying swap provider for a payment of a fee; or (ii) to the extent-the swap
agreement cannot be novated, payments are first made to the covered bond note holders utilising the
cash or securities collateral as the claims of the swap counterparty become sub-ordinated to those of the
covered bond note holders. The cash and securities collateral received has not been recognised as an
asset on the Partnership’s balance sheet as the collateral is still controlled by BB UK PLC and not by the

" Partnership.

Financial risks

The Partnership’s activities expose it to a variety of financial risks. These are credit risk, liquidity risk and
market risk (includes interest rate risk). The Barclays Covered Bond LLP Management Committee
monitors the Partnership’s financial risks and also follows the risk management policies of BB UK PLC as
the Partnership'is controlled by BB UK PLC and is consolidated into the financial statements of BB UK
PLC. These policies include specific guidelines on the management of interest rate and credit risks and
advise on the use of financial instruments ‘to manage them. The Barclays Covered Bond LLP
Management Committee has responsibility for ensunng effective risk management and control.

a) Credit risk
Credit risk is the risk of suffering fi naneial loss, should any of the Partnership’s customers or market

counterpames fail to fulfil their contractual obligations to the Partnership. The Partnership assesses all
counterparties for credit risk before contractmg with them. There were no other significant concentrations

_of credit risk.
) Maximum exposure to credit risk

- The Partnership’ s maximum exposure to credit risk is reflected by the amounts disclosed in the balance

sheet The following table shows the maximum exposure to credit risk at 31 December 2019:

2019 - 2018
, . "£000 C £000

Cash and cash equivalents - ' ' ‘ _ - . 11

" Reserve ledger restricted cash . : 42 901 42,936
Loans and advances at amortised cost . 7,953,301 8,030,151
Derivative financial assets ) i 117,667 - -116,814
Total Maximum eprsure ' - ' 8,113,869 "8,189,912

The Partnership's loans and advances at amortlsed cost assets are ultimately collateralised by an
underlylng portfolio of residential mortgage loans. :
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP -
Notes to the Financial Statements
For the Year Ended 31 December 2019

a) Credit risk (continued) .

. Financial assets subject to credit risk

For the purposes of the Partnership’s disclbsures regarding crédit quality, financial assets subject to credit
risk are the loans and advances at amortised cost, derivative financial instruments and cash and cash

equivalents. '
As at 31 December 2019 : " Stage 1 Stége 2 Stage 3 ' Total
' Gross exposure o o v £'000 " £'000 £'000 £000 -
Cash and cash equivalents . - ’ ' - - S -
'Reserve ledger restricted cash o 42906 - - - 42,906
Loans and advances at amortised cost : 7,954,165 7 ' -4 i 7'954’165 ‘
7,997,071 - - 7,997,071
Total . : : :

‘ Stage 1 ' Stage 2 ‘ St‘agé 3 Total
Impairment allowance = - , ' £000 £'000 £'000 £'000
Cash and cash equivalents - S - - -
Reserve ledger restricted cash ~ (5) - - 5) .
Loans and advances at amortised cost (864) - - (864)
Total (869) - - ~ (869)

T : Stage 1 - Stage 2 Stage 3 Total
Net exposure =~ B . £000 - £'000 £'000 - £'000
Cash and cash equivalents ; ‘ - - - . -
Reserve ledger restricted cash - 42,901 - - 42,901
Loans and advances at amortised cost _7’953’301 . _ 7,953,301
| ' 7,996,202 . - - 7,996,202

. Total
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) Note’s to the Financial Statem'ents
For the Year Ended 31 December 2019

a) Credit risk (continued)

" As.at 31 December 2018 ' ‘ Stage 1 | Stage 2 Stage 3 Total

Total

Gross exposure ' - £‘000‘ £'000 o £'000 £'000
- Cash and cash equivalents _ 11 o= - S
Reserve ledger restricted cash - 42,940 . - B 42,940
Loans and adyapces at amortised cost 8,030,943 T - - 8030943
‘ ' ' 073,894 - . 8,073,894
Total. 8,073,89 , : . ,073,89
. Stage 1 .Stage2  Stage 3. . Total
' Impalrment allowance A ' : ' “ £'000 - £'000 "£'000 - £'000
- Cash and cash equivalents - : . - , - - -
Reserve ledger restricted cash » ‘ : 4 - ' - (4)
Loans and advances at amortised cost (792) o - o ()
_Total ‘ o o (796) - . - (796)
) . . Stage 1 - -Stage 2 Stage 3 Tetal
- Net exposure ’ £000 £'000- £'000 £'000
Cash and cash-equivalents . i S 11 .- - ' 11
Reserve ledger restricted cash - 42,936 e - 42,936
Loans and advances at amortised cost . 8,030,151 . ] ) 8,030,151
' ' 8,073,098 ° - o - . 8,073,008

b) Liquidity risk

- This is the risk that the Partnership’s cash and committed facilities may be insufficient to meet its debts as
they fall due. The ability of the Partnership to pay interest and principal on the loans to the related party is

- -dependent upon the Partnership receiving sufficient cash.flow from the deemed loans. In addition to .
. considering performance of the underlying loans and advances at amortised cost and the reserve ledger

restricted cash, cash flow measurements and projections for. the next day, week and month are also -

reviewed, as these are key periods for liquidity management. Sources of liquidity are regularly reviewed.
The Partnership is relmbursed for aII thlfd party expenses by BB UK PLC and therefore incurs no
significant liquidity risk.

Page 25



'

c‘.j‘

* DocuSign Envelope ID: C472094D-175E-46A3'~BBBSTZZDDEF86F360

. BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP,
Notes to the Financial Statements .
- Forthe Year Endgd 31 December 2019
' b) qumdlty risk (continued)
Contractual maturlty of fmancnal assets and liabilities on an undlscounted ba5|s
The table below presents the cash flows payable by the Partnershlp'wnh regards to financial assets and -
liabilities by remaining contractual .maturity at the statement of firiancial position date. The amounts

disclosed in the table are the contractual undiscounted cash flows of all financial liabilities (i.e. nominal .
values), whereas the Partnershlp manages the lnherent liquidity risk based on discounted expected cash

f inflows..
-31 becémbér 2019 - . <1 mth " 1-3 mths 3mths-1 yr. v 1-5yrs. = >5yrs -  Total -
' i ‘ £000 - £000 ~ £000. £000 . £000 £000
" Cashand cash _ ' o S
equivalents - T - - - - -
Reserve ledger restricted . g . N ' ' : '
cash ‘ . 42,906 - - - . 42,906
Loans and advances at S ‘ ‘ ‘ , . '
amortised cost: 11,327 22,653 1,095,808 6,211,272 1,060,877 8,402,027
Loans due to related e : . I .
party . . (54233). (22,653) (1,095,898) (6,211,272) (1,060,877) .(8,444,933)
Total - = - L - - -
. 31 December 2018 <imth 13mths. 3mths-1yr - 1-5yrs  >5yrs  Total
: B £000 . £000 £000 . £000 . '£000 - £000
. Cash and cash o ‘ - - 3
- equivalents oM - I - - : 11
" Reserve ledger restncted o o ' : : B o
cash 42,940 I - - - 42,940
" Loans and advances at - _ ' S . ,
- amortised cost 12,115- 24,232 1,830,409 5,487,716 1,080,760 8,535,232.
Loans due to related E o - L
party * . ~ (55066) (24,232) . (1,930,409) (5,487,716) (1,080,760) (8,578,183)
. Total e e - . . -
c) Market risk

" Interest rateand foreign currency risk exists where assets and liabilities have different currencies and
interest rates set under a different basis or which reset at different times. The underlying mortgage assets,.
the.term loans and the cash and cash equivalents are exposed to these risks. The Partnership. minimises

"its exposure to such risks by ensuring that the foreign currency and interest rate characteristics of assets -
and liabilities are similar, where this is not p053|ble the Partnershlp uses derivative financial instruments to

. mitigate these risks.
D
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BARCLAYS COVERED BONDS LIMITED LIABILITY PARTNERSHIP.

Notes to the Financial Statements
For the Year Ended 31 December 2019

¢) Market risk (continued) A A S

The underlying mortgage pool comprises loans which are subject to variable rates-of interest set by BB
UK PLC based on general interest rates and competitive considerations, loans which track the Bank of
England base rate. and loans which are subject to fixed rates of interest. To mitigate the changes in
interest and foreign currency rates that may result in the interest cash flows from the mortgage pool being
insufficient to meet the payments under the termloans, - the Partnership has entered into currency and
‘basis swaps with BB UK PLC ‘and various third parties. The basis swaps substantially” eliminate the
sensitivity to movements in interest rates and the currency swaps ellmlnate the sensitivity to movements in
foreign currency rates.

The effect of currency and interest rate movements has no bearing on the results of the Partnershlp due
to the use of denvatlve contracts

' Interest rate risk
' The'sensitivity of the Statement of Comprehensive Income is the effect of assumed changes in.interest '

‘rates on the net interest income for one year, based on the floating rate non-trading. financial assets and
-liabilities held at 31 December including the effect of external hedglng mstruments .

Interest rate sensitivity gap analysis
The sensitivity of the Statement of Comprehensive Income is the effect of assumed changes in interest

rates on the net interest income for one year, based on the floating rate non-trading financial assets and
liabilities held at 31 December, |nclud|ng the effect of external hedging lnstruments

Impact of net interest income

The impact of a 25 basis point increase or decrease in interest rates on net interest income is as follows:

2019 2019 2018 . 2018
+25 basis -25 basis _ +25 basis  -25 basis
S N points points - points ‘points_
N : , ' o £'000 £'000 £'000 ~ £'000
L.oans and advances at amomsed cost T ’ ‘1.9,883 _ (19,883) . 20,075 (20,0‘75)
Loans due to related party R ' L
(includes |mpac_t of derivatives) . ' © (19,883) 19,883 (20,075) 20,075

Total
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13,

’

Fair value measurement

The farr value of an asset or liability i is the price that would be received to sell an asset or paid to transfer a
I|ab|I|ty in an orderly transactlon between market participants at the measurement date :

The following table summarises the fair value of fi nancral assets and liabilities measured at amortised cost. -

" on the Partnership’s balance sheet where the carrying amount is not a reasonable approxrmatron of fair
. value and analyses those fair values

2019 . 2019 2018 - © 2018 -

£000 * '£000 £000 - £000
Carrying value Fair value Carrying value " Fair value
Financial assets ‘
Loans and advances at ' ‘ .
. amortised cost , -7,953,301 © 7,716,402 8,030,151 © 7,816,069
‘ 7,953,301 7,716,402 - 8,030,151 . 7,816,069
Financial liabilities
Borrowings due to related : : o co -
party A . 8,040,674 7,762,182 - 8,124,337 . 7,868,477
8,040,674 . 7,762,182 8,124,337 - . 7,868,477

The fair value of cash and cash equivalents and reserve ledger restncted cash which are not included in’
the table above is the same as their carrying amounts

(@) Fair value of the Ioans and advances at amortised cost is unobservable but estimated by taking a
pro-rata valuation of the BB UK PLC's residential mortgages after stripping away specmc portfolios that
cannot be added to the covered pool of mortgages ’

i A-Valuatlon methodology

<

A description of the nature of the technrques used to calculate valuatrons based on observable inputs and -

" valuations based on unobservable inputs is described below.

Valuations based on observable mputs :

Quoted market prices - Level 1

'Financial ifstruments are’ classified as Level 1 if their value is observable in an active market. Such

instruments are valued by reference to unadjusted quoted prices for identical assets or liabilities in active
markets where the quoted price is readily available, and the price represents actual and regularly
occurring market transactions. An active market is one in which transactions occur'with sufficient volume

and frequency to provide pncrng mformatlon on an ongoing basis.
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Fair value measurement (continued)
Valuatlon techmque usmg observable inputs- Level 2
Financial lnstruments classified as Level 2 have been valued using models whose inputs are observable
in an active market. Valuations based on observable inputs include financial instruments such as swaps
and forwards which are valued using market standard pricing techniques, and options that are commonly
- ._traded in markets where all the inputs to the market standard pricing models are observable. .

Vatuation techrtique using significant unobservable inputs -Level 3

If one or more of the sngmf icant inputs is not based on observable market data the mstrument is included
in level 3.

'The followmg table shows the Partnership’s fi hancial assets and Ilabllltles by fair: vaIue hlerarchy and

statement of fmanmal position classification:

Financial liabilities -

" £000 £000 " £000 £000
2019 ' Fair value Level 1 Level 2 Level 3
Financial assets ' ' ' '
Loans and advances at :
amortised cost 7,716,402 - - 7,716,402
Derivative financial assets - - 117,667 -
Finan'ci'at assets 7,716,402 - 117,667 17,716,402
Financial liabilities
- Borrowings (7.762,182) - (42,906 (7,719,276)
Financial liabilities (7,762,182) - (42,906) (7,719,276)
£000 £000 - £000. ’ £000.
2018 , Fair value Level 1 Level 2 Level 3.
Financial assets
Loans and advances at 4 " _
amortised cost 7,816,069 - . - 7,816,069
Derivative financial assets - - 116,814 -
Financial assets 7,816,069 - 116,814 7,816,069
Financial liabilities I |
Borrowings (7,868,477) - (42,951) (7,825,526)
(7,868,477) . - (42,951) (7,825,526)
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15.

Valuation technique using significant unobservable inputs - Level 3 (continued)

Fair value measurement (continued)

Level 3 loans and receivables and borrowings decreased during the year due to the redemption of
deemed loans receivable from BB UK PLC and loans payable to BB UK PLC during 2018. The fair value
of financial assets and liabilities measured at amortised cost-which are not included in the table above'is
the same as thelr carrymg amounts :

- Contingent liabilities

The principal activities of the Partnership are to provide a guarantee in respect of all interest and principal
payable under the terms of covered bonds issued by BB UK PLC. The guarantee is triggered, inter alia, .
following an event of default in the covered bonds programme. by BB UK PLC and the service on the

Partnership of a notice to pay. Under IFRS 9, this qualifies as a financial guarantee. :

To the extent that BB UK PLC did default, the Partnership will gain access to a pool -of fing fenced
mortgage loan portfolio and their respective cash flows and use these dssets to service the payments due
to the covered bond holders. The assets entitled to be received are contractually linked to servicing the
Covered Bonds. Recourse against the Partnership is limited to these assets. A loss event is considered to
be remote and therefore the financial guarantee had a value of zero as of 31 December 2019.

Related party transactions .

" Parties are éonsidered ‘to be .related if one party has the ability to control the other pai‘ty or exercise |

significant influence over the other party in maklng fi nanc:al or operation decisions, or one other party
controls both. -

The defnition of related parties includes Members, subsidiary, associated and joint venture companies, as
well as the Partnership's key management which includes lts Members ‘There were no transactions with

key management personnel in the year.
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15.

Related party transactions (continued)

Particulars oftransactlons with the Members and the balances outstandlng at the year end, are dlsclosed

in the table below:

Relafed party
relationship

- Statement of
Financial Position .

Parent - BB UK PLC

Parent - BB UK PLC -

Parent - BB UK PLC

Statement of .
Comprehensive
Income

‘Parent - BB UK PLC

',

Parent - BB UK PLC

Parent - BB UK PLC

Parent - BB UK PLC

Cashflows

' Parent - BB UK PLC

. 15.1 Other related barfy transactions

" Other related party transactions ére as follows:

Type of
transaction

Reserve ledger-
restricted cash

_Loans and. .

advances at
amortised cost.

Loans due to
related party

Interest income
received

Interest expense
paid-
Foreign-
exchange gain/
(loss) on notes

“Impairment of

financial assets

Redemptlon of
loan,

Transaction amount .

:. Asset / (liability)

2019" 2018 2019 . 2018
£000 £000 © £000 £000
- . 42901 . .-
- - 7953301 8,030,151 -
- - (8,040,674) (8,124,337)
154960 139,821 ; -
(154,889) ~ (139,834) ; -
6,584 (1,130) - ;
71 13 . ;
(1) 118301 ; ;
6,715 117,171 (44,472)  (94.186)

The loans due to related party represents the notes on issuance secured against.a portion of the BB UK
PLC mortgage loan portfolio, i.e. loans and advances at amortised cost. The interest attracted by each
transaction is determined on origination along with the maturity date where the invested pnncnpal is
returned to the investor i in full, unless stated otherwise. .

The Partnershlp received ﬁnancnal and administration support from BB UK PLC, for which no recharges
are made to the Partnership. The entity also received administration support from Intertrust Management
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1.

17.-

18,

Reserve ledger restricted cash

BB UK PLC is obligated under the Covered Bond transaction documents to lend funds to the Partnership
should its short-term credit ratings drop below A-1+ (Standard & Poors), P-1 (Moody's), F1+ (Fitch). The
proceeds of this loan are deposited and can only be utilised in the event of a default event to cover
payment of the covered bond liabilities and senior expenses in addition to the cashflows being generated
from the covered pool of UK residential mortgages hence its restricted nature as such

N

Events after the repofting date

. The Partnershlp is momtonng the potentlal downS|de risk associated with both the direct and indirect
.impact of the COVID-19 outbreak. The Partnership has conciuded that its. business strategy remains

appropriate and that adequate capital and liquidity is being maintained. The impact on the Partnership
may result in an increased impairment on the financial assets with a correspondlng effective interest.rate
adjustment on the financial liabilities and hence no additional capital is required ‘as such from the
designated Members. Reserve ledger restricted cash is also immediately available should BB UK PLC

- default on the Covered Bonds it issued to cover immediate éxpenses so no additional liquidity is
. necessary as such. The Partnership continues to operate in line with Members expectations.

Parent undertaking and ultimate holding company -

The P-artnershlpAwas formed under a limited liability 'partn'ershlp agreement entered into by BB UK PLC
(prior to 1 April 2018: Barclays Bank PLC) and Congadale Limited. The parent undertaking of the smallest
group that presents group financial statements in which the Partnership is included is BB UK PLC. The

. ultimate holding company and the parent company of the largest group that presents group financial

statements in which the Partnership is mcluded is Barclays PLC

BB UK PLC and Barclays PLC are mcorporated in the United ngdom and registered in England and
Wales at 1 Churchill Place, London, E14 5HP, England. The statutory financial statements of the

_Partnership, BB UK PLC and Barclays PLC are available from Barclays Corporate Secretariat, 1 Churchill

Place, London, E14 5HP, England
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