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Independent auditor’s report

To the Shareholder of RBC Investor Services Trust

Our opinion

_In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of RBC Investor Services Trust (the Trust) as at October 31, 2020 and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting Standards
as issued by the International Accounting Standards Board (IFRS).

What we have audited
The Trust’s financial statements comprise:
. the balance sheet as at October 31, 2020;
) the income statement and statement of comprehensive income fof the year then ended;
e the statement of changes in shareholder’s equity for the year then ended;
. the cash flow statement for the year then ended; and
e the notes to the financial statements, which include a summary of significant accounting prciesA

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.

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

Independence

We are independent of the Trust in accordance with the ethical requirements that are relevant to our audit
of the financial statements in Canada. We have fulfilled our other ethical responsibilities in accordance
with these requirements.

-Responszbzlmes of management and those charged wzth governance for the ﬁnanczal
statements . ,

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
erTor.

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0B2
T: +1 416 863 1133, F: +1 416 365 8215

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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In preparing the financial statements, management is responsible for assessing the Trust’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 management either intends to liquidate the Trust or to cease
operations, or has no realistic alternative but to do so. :

Those charged with governance are responsible for overseeing the Trust’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

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 issue an auditor’s 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 Canadian generally accepted auditing standards 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.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

. Obtain an understandmg of internal control relevant to the audit in order to design audit
- procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Trust’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Trust’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However future events or conditions may cause the Trust to cease to continue as a
going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Trust to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.



We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

;ﬂWW LLP
Charteréd Professional Accountants, Licensed Public Accountants

Toronto, Ontario
December 16, 2020



RBC Investor Services Trust

Balance sheet

As at-
$'000 Note .  Oclober3i,2020.  October 31, 2019
Assets ! ;
Cash and due from banks 7 : 20,036,688 ‘ 19,650,868
Securities 8 65215 | 65,039
Assets purchased under reverse repurchase agreements l 2,164,119 1 1,829,901
Loans and advances to customers 270,540 } 312,973
Derivatives 16 ’ 737,524 ¢ 711,973
Tangible assets 9 t 2,989 6,340
Goodwill and other intangible assets 10 ‘f 300,160 | 290,878
Deferred tax assets 6 | -1 5,090
13
Other assets 1 | 326,301 | 513,890
Total assets E 23,903,536 { 23,386,952
Liabilities i
Deposits :
Business and other 12 17,940,269 3 17,628,304
Bank 12 2,064,778 1 1,617,252
20,005,047 ‘ 19,245,556
Derivatives 16 742,667 ﬁ 706,032
Provisions and other obligations 13 65413 { 87,838
Deferred tax liabilities 6 9,651 ; -
Other liabilities 14 1,221,752 § 1,581,637
: ‘
Total liabilities f 22,044,530 | 21,621,063
Equity . l
Subscribed capital 17 661,162 ' 661,162
Retained earnings 1,193,873 1,099,061
Other components of equity 3,971 5,666
Total shareholder’s equity ! . 1,859,006 ¢ 1,765,889
Total liabilities and equity i ) 23,903,536 { 23,386,952

The accounts were approved by the Board of Directors on December 15, 2020 and signed on its behalf by:

Director

i
Director

The accompanying Notes are an integral part of these financial statements.



RBC Investor Services Trust

Income statement

For the vear ended

$'000 Note Qctober 31, 2020° October 31, 2019
Interest income 3 209,918 410,403
Interest expense 3 (82,913): (254,233)
Net interest income 127,005 . 156,170
Non-interest income \

Investment administration, custodial fees and other 463,199 ¢ 438,029
Foreign exchange revenue 4 152,081 - 126,984
Securities lending commission 51,689 66,939
Non-interest income 666,969 631,952
Reversal (provision) for credit losses 5 284 (1,197)
Total revenues 794,258 ¢ 786,925
Non-interest expense '

Human resources 13/15 (250,617) (280,321)
Equipment (98,220). (108,843)
Occupancy (35,656) (33,521)
Sub-custody (53,962)° (48,647)
Professional fees (63.012), (65.425)
Amortization of other intangibles 10 (38,077) (27,982)
Other (125,461) (187,719
Non-interest expense (665,005)' (752,458)
Income before income taxes 129,253 ) 34,467
Income taxes 6 (34,441): (9,148)
Net income 94,812 - 25,319

Statement of comprehensive income

For the year ended

Qctober 31, 2020

$'000 October 31, 2019
Net income 94,812 25,319
Other comprehensive income
Items that will not be reclassified subsequently to income statement
- Re-measurements of employee benefit plans losses (2,294) (26,660)
- Income taxes 599 6,958
Total items that will not be reclassified subsequently to income statement (1.695) (19,702)
Other comprehensive loss for the year, net of taxes (1,693) (19,702)
Total comprehensive income for the year attributable to equity holders of the parent 93,117 5,617

The accompanying Notes are an integral part of these financial statements.



RBC Investor Services Trust

Statement of changes in shareholder’s equity

For the year ended October 31, 2020

$'000 Core shareholder’s equity . Other components of equity
Subscribed Retained .

. e . Emplovee benefit plans Total shareholder’s equity
Total shareholder’s equity capital  earnings i P anh
As at October 31, 2019 661,162 1,099,061 5,666 . 1,765,889
Changes in equity: y
Dividends on common shares - - R -
Net income , ; 94,812 - 94,812
Other comprehensive loss net of taxes . . (1.695), | (1,695)

i *

As at October 31, 2020 661,162 1,193,873 ; 3,971 1,859,006

For the year ended October 31, 2019

$°000 Core shareholder’s equity Other components of equity

Subscribed Retained
Total shareholder’s equity capital eamnings Emplovee benefit plans Total shareholder’s equity
As at October 31, 2018 661,162 1,273,742 25,368 1,960,272
Changes in equity:
Dividends on common shares . (200,000) . . (200,000)
Net income - 25,319 - 25,319
Other comprehensive loss net of taxes . . (19,702) (19,702)
As at October 31, 2019 661,162 1,099,061 5,666 1,765,889

The accompanying Notes are an integral part of these financial statements.



RBC Investor Services Trust

Cash flow statement

For the vear ended

$000

Note @ October 31, 2020 October 31, 2019
Cash flow from operating activities i
Net income 94,812 25,319
Adjustments for non-cash items and others: '
Depreciation 9 ! 2,544 3,645
Amortization 10 38,077 27,982
Provision for credit losses 5 (284) 1,197
Deferred income taxes , 6 15,340 1,812
Adjustments for net changes in operating assets and liabilities: ’
Cash and due from banks (term deposits) ' (1,108,273) (782,065)
Assets purchased under reverse repurchase agreements ! (334,218)° (28,890)
Loans and advances to customers ; 42,433 (107,295)
Derivative assets (25,551) (128,079)
Deposits 1 759,491 ' 918,524
Derivative liabilities 1 36,635 118,938
Provision and other obligations 13 (24,719)° 19,686
Net accrued interest receivable and payable 17,576 (1,661)
Unrealized (gains)/losses arising from changes in foreign currency (240) 55
Other (189,588) 229,745
Net cash (used in) / from operating activities (675,965) 298,913
Cash flow from investing activities E
Net acquisition of tangible and other intangible assets 9/10 (46,312) (64,580)
Net change in securities (176) -
Net cash used in investing activities : (46,488)" (64,580)
A -
Cash flow from financing activities <
Dividends paid ' ) - (200,000)
t
Net cash used in financing activities ) - (200,000)
Net change in cash and cash equivalents (722,453) 34,333
Cash and cash equivalents at the beginning of the period ' 16,920,323 16,885,990
Cash and cash equivalents at the end of the period 7 16,197,870 16,920,323
Cash flow from Operating activities include: '
Amount of interest received 228,378 . 408,805
Amount of interest paid (83,797) (254,296)
Amount of income tax paid (12,765) (51,072)

(1) There was no restricted cash or cash balances with central banks in the years ended 2020 and 2019.

The accompanying Notes are an integral part of these financial statements.



RBC Investor Services Trust
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RBC Investor Services Trust
Notes to the Financial Statements

1. General

- RBC Investor Services Trust

Letters Patent creating RBC Investor Services Trust (“the
Trust”), under its prior name RBC Dexia Investor
Services Trust, were issued on September 26, 2005 by the
Minister of Finance (Canada). The Trust was granted its
Order to Commence and Carry on Business by the Office
of the Superintendent of Financial Institutions Canada
(“OSFI”) on October 26, 2005. The Trust’s shares are not
quoted on a public market.

The Trust is incorporated and headquartered in Canada.
The principal place of business is 155 Wellington Street
West, Toronto, ON M5V 3L3.

The Trust is indirectly wholly owned by Royal Bank of
Canada (“RBC”) and the Trust’s immediate parent
company is Royal Bank Holding Inc. (“RBHI"),
incorporated in Canada.

Investor & Treasury Services

The Trust is part of RBC’s Investor & Treasury Services™
business segment.

RBC Investor & Treasury Services is a global brand name
and is a part of RBC. RBC Investor & Treasury Services
is a specialist provider of asset services, custody,
payments and treasury services for financial and other
institutional investors worldwide. RBC Investor &
Treasury Services is comprised of three businesses:
Transaction Banking, Investor Services and Treasury
Services.

As a core operating entity of RBC Investor & Treasury
Services, the Trust provides global custody, investment
administration and treasury services.

The financial statements were approved by the Board of

Directors of the Trust and signed by two members of the
Board of Directors on December 15, 2020.

On March 11, 2020, Trust signed a legally-binding
. agreement for the transfer of its Australian client asset
" servicing business to Citigroup Pty Limited. The
" transaction did not have a significant impact on the
- Trust’s Statement of Income. '

2. Summary of significant accounting
policies

a. Compliance with IFRS

The accompanying financial statements of the Trust have
been prepared in accordance with International Financial
Reporting Standards (“1FRS”) issued by the International

Accounting Standards Board (“1ASB”). These financial
statements are in conformity with OSFI requirements and

‘are in accordance with the Trust and Loan Companies

Act (Canada). Except where otherwise noted, the same
accounting policies have been applied to all periods
presented.

b. Basis of accounting

The financial statements are stated in thousands of
Canadian dollars (“$”), the functional and presentation
currency, unless otherwise indicated.

c. Current and future accounting
developments

IFRS 16 Leases

During the first quarter of 2020, the Trust adopted IFRS
16 Leases (IFRS 16) replacing the previous accounting
standard for leases, 1AS 17 Leases (IAS 17) and changed
Trust’s accounting policies for leases as indicated below.
As permitted by the transition provisions for IFRS 16, the
Trust elected not to restate comparative period results;
accordingly, all comparative information is presented in
accordance with previous accounting policies, as
indicated below. The adoption of IFRS 16 did not
significantly impact the financial results of the Trust. °
New or amended disclosures have been provided for the
current period, where applicable, and comparative

. period disclosures are consistent with those made in the

prior year.

IFRS Interpfetations Committee Interpreta'tion 23
Uncertainty over income tax treatments (IFRIC 23)

During the first quarter of 2020, Trust adopted IFRIC 23
which provides guidance on the Trecognition and
measurement of tax assets and liabilities under IAS 12
Income taxes when there is uncertainty over income tax
treatments, replacing the application of IAS 37

Provisions, contingent liabilities and contingent assets
for uncertain tax positions as indicated below. The
adoption of IFRIC 23 had no impact to the financial

‘statements.

Conceptual Framework for Financial Repdrting
(Conceptual Framework)

In March 2018, the IASB issued its revised Conceptual
Framework. This replaces the previous version of the
Conceptual Framework issued in 2010. The revised
Conceptual Framework will be effective on November 1,
2020. The Conceptual Framework is not a standard, and
does not override the concepts or requirements in any



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont'd)

standard. It may be used develop consistent accounting
policies where there is no applicable standard in place.

The revisions include a few new concepts, updated
definitions and recognition criteria for assets and
liabilities and clarifies some important concepts. These
amendments will have no impact to the financial
statements.

Interest Rate Benchmark Reform

In August 2020, the IASB issued Interest Rate Benchmark

Reform - Phase 2, Amendments to IFRS 9, IAS 39, IFRS

7, IFRS 4 and IFRS 16 (Phase 2 Amendments). The Phase

2 Amendments address issues that arise upon replacing

the existing interest rate benchmark with the alternative

interest rates and introduces additional disclosure
requirements. The Phase 2 Amendments provide two
key reliefs:

*  For modifications. resulting from the reform which
are transacted on an economically equivalent basis,
the reform allows the benchmark rate change to be
reflected prospectively in the effective interest rate of
the instrument rather than as an immediate gain or
loss. ,

* If qualifying criteria are met, hedging relationships
that are directly impacted by the reform would be
able to continue hedge accounting upon transition to
alternative interest rates.

The Phase 2 Amendments will be effective for Trust on
November 1, 2021, with earlier adoption permitted.

To manage the Trust transition to alternative interest
rates, the Trust has implemented a comprehensive
enterprise-wide program and governance structure that
focuses on key areas of impact including contract
changes with clients, capital and liquidity planning, risk
management, financial reporting and valuation,
systems, processes, client education and
communication.

The Trust is currently assessing the impact of adoption
on the financial statements of the Trust.

d. Use of estimates, assumptions and
significant judgments

Use of estimates and assumptions

In preparation of the Trust’s financial statements in
accordance with IFRS, management is required to make
subjective estimates and assumptions that affect
amounts reported on the financial statements as well as

related disclosures. Estimates made by management are
based on historical experience and other assumptions
that are believed to be reasonable. Key sources of
estimation uncertainty include: securities impairment,
determination of fair value of financial instruments, the
allowance or provision for credit losses, derecognition of
financial assets, pensions and other post-employment
benefits, income taxes, carrying value of goodwill and
other intangible assets, useful lives of tangible and
intangible assets and litigation provisions. Accordingly,
actual results may differ from these and other estimates
thereby impacting the Trust's future financial
statements.

Refer to the relevant accounting policies in this note for
details on the use of estimates and assumptions.

Significant judgements

In preparation of these Financial Statements,
management is required to make significant judgments
that affect the carrying amounts of certain assets and
liabilities and the reported amounts of revenues and
expenses recorded during the period.

The COVID-19 pandemic continues to evolve and the
economic environment in which the Trust operates
continues to be subject to sustained volatility, which
could continue to negatively impact the Trust financial
results, as the duration of the pandemic and the
effectiveness of steps undertaken by governments and
central banks in response to the pandemic remain
uncertain. The current environment requires
particularly complex judgments and estimates in certain
areas. The Trust is closely monitoring the changing
conditions and their impacts.

Significant judgments have been made in the followihg
areas and discussed in the relevant financial statement
notes:

* Fair value of financial instruments - Note 2(f)
“Financial instruments” and Note 18 “Fair value”

* Goodwill and other intangibles - Note 2(j)
“Goodwill and other intangible assets” and Note 10
“Goodwill and other intangible assets” '

* Income taxes - Note 2(m) “Income tax” and Note 6
“Income taxes” i .

*  Employee benefits - Note 2(n) “Employee benefits”
and Note 13 “Provisions and other obligations”

»  Provisions - Note 2(0o) “Provisions” and Note 13
“Provisions and other obligations”

*  Provision for credit losses - Note 2(k) “Impairment
of non-financial assets” and Note 5 “Allowance or
Provision for credit losses”



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont’d)

e. Foreign currency translation

Items included in the financial records of each of the
Trust's branches are measured using the currency of the
primary economic environment in which the entity
operates (“the functional currency”).

The Trust uses a multi-currency system where foreign
currency transactions are initially recorded in foreign
currency and translated to local functional currencies by
applying an exchange rate at the transaction date. At each
balance sheet ‘date, outstanding balances are then
retranslated to Canadian dollars using the closing rate for
monetary and non-monetary items carried at fair value.
Historical rates are used for non-monetary items carried
at cost. The resulting exchange differences are recorded
to the income statement for monetary items and follow
the same accounting treatment as for fair value
adjustments for non-monetary items:

f. Financial instruments

Classification of financial assets

Financial assets are measured at initial recognition at fair

value, and are classified and subsequently measured at
fair value through profit or loss (“FVTPL"), fair value
through other comprehensive income (“FVOCI”) or
amortized cost based on our business model for
managing the financial instruments and the contractual
cash flow characteristics of the instrument.

Debt instruments are measured at amortized cost if both
of the following conditions are met and the asset is not
designated as FVTPL: (a) the asset is held within a

business model that is Held-to-Collect (“HTC”) as .

described below, and (b) the contractual terms of the
instrument give rise to cash flows that are solely
payments of principal and interest on the principal
amount outstanding (“SPPI”).

All other debt instruments are measured at FVTPL.
‘Business model assessment

The Trust determines the business models at the level
‘that best reflects how it manages portfolios of financial
assets to achieve its business objectives. Judgment is
used in determining our business models, which is
supported by relevant, objective evidence including;:

¢ How the economic activities of our businesses
generate benefits, for example through trading
revenue, enhancing yields or hedging funding or
other costs and how such economic activities are

evaluated and reported to key management
personnel;

¢ Thesignificant risks affecting the performance of its
businesses, for example, market risk, credit risk, or
other risks as described in the Risk. Management
section of RBC’s Management’s Discussion and
Analysis, and the activities undertaken to manage
those risks;

* Historical and future expectations of sales of the
- loans or securities portfolios managed as part of a
business model; and

» The compensation structures for managers of its
businesses, to the extent that these are directly
linked to the economic performance of the business
model. Its business models fall into three categories,
which are indicative of the key strategies used to
generate returns:

¢ Held-to-Collect (HTC): The objective of this
business model is to hold loans and securities to
collect contractual principal and interest cash flows.
Sales are incidental to this objective and are
expected to be insignificant or infrequent.

¢ . Held-to-Collect-and-Sell (HTC&S): Botﬁ collecting
contractual cash flows and sales are integral to
achieving the objective of the business model.

e Other fair value business models: These business
models are neither HTC nor HTC&S, and primarily
represent business models where assets are held-
for-trading or managed on a fair value basis.

SPPI assessment

Instruments held within a HTC or HTC&S business
model are assessed to evaluate if their contractual cash
flows are comprised of solely payments of principal and
interest. SPPI payments are those which would typically -
be expected from basic lending arrangements. Principal
amounts include par repayments from lending and
financing arrangements, and interest primarily relates to
basic lending returns, including compensation for credit
risk and the time value of money associated with the
principal amount outstanding over a period of time.
Interest can also include other basic lending risks and
costs (for example, liquidity risk, servicing or
administrative costs) associated with holding the
financial asset for a period of time, and a profit margin.

Where the contractual terms introduce exposure to risk
or variability of cash flows that are inconsistent with a
basic lending arrangement, the related financial asset is
classified and measured at FVTPL.



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont’'d)

Loans and advances to customers

Loans are debt instruments recognized initially at fair
value and are subsequently measured in accordance
with the Classification of financial assets policy provided
above. Trust loans are carried at amortized cost using the
effective interest method, which represents the gross
carrying amount less allowance or provision for credit
losses.

Interest on loans is recognized in Interest income using
the effective interest method.

For loans carried at amortized cost, impairment losses
are recognized at each balance sheet date in accordance
with an expected credit loss impairment model.

Allowance for credit losses

An allowance for credit losses (ACL) is established for all
financial instruments, except for financial assets
classified or designated as FVTPL, which are not subject
to impairment assessment. Assets subject to impairment
assessment include certain loans, reverse repurchase
agreements, debt securities, interest-bearing deposits
with banks, "and accounts and accrued interest
receivable. ACL on financial assets is presented net of the
related asset on the Balance Sheet.

ACL on each Balance Sheet date is measured according
to an expected credit loss impairment model.

Securities

Investment securities carried at amortized cost are
measured using the effective interest method, and are
presented net of any allowance or provision for credit
losses, calculated in accordance with our policy for
Allowance for credit losses, as described above. Interest
income, including the amortization of premiums and
discounts on securities measured at amortized cost are
recorded in interest income. Impairment gains or losses
recognized on amortized cost securities are recorded in
Allowance or Provision for credit losses. When a debt
instrument measured at amortized cost is sold, the
difference between the sale proceeds and the amortized
cost of the security at the time of the sale is recorded as a
Net gain (loss) on Investment securities in Non-interest
income. '

Recognition of financial instruments

All “regular way” sales and purchases of financial
instruments other than trading are recognized and
derecognized on settlement date. Trading financial
instruments are recognized and derecognized on trade
date. Any unrealized gains or losses are recognized from

trade date in the income statement unless the financial
instrument is subsequently measured at cost.

Derecognition of financial assets

The Trust derecognizes a financial asset when the
contractual rights to the future cash flows from the asset
expire or it transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of
the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by
the Trust is recognized as an asset or a liability.

The Trust derecognizes a financial liability when its
contractual obligations are discharged, cancelled or have
expired.

Transaction costs

Directly attributable transaction costs on all financial
assets and financial liabilities, except for those classified
at FVTPL are part of the initial measurement of cost. For
interest bearing instruments they will be part of the
effective interest rate.

"Other directly attributable transaction costs on non-

financial assets and liabilities are treated according to
applicable IFRS standards and generally form part of the
initial cost of the investment.

Offsetting a financial asset and a financial
liability -
A financial asset and a financial liability are offset and

the net amount presented on the balance sheet, when
and only when, an entity:

* currently has an enforceable right to set off the
recognized amounts; and

* intends either to settle on a net basis, or to realize the
asset and settle the liability simultaneously.

Assets purchased under reverse repurchase
agreements (“reverse repos”)

Assets purchased under agreements to resell (“reverse
repos”) are recorded as off-balance sheet items and the
corresponding loans recorded as “Assets purchased
under reverse repurchase agreements”.

In the event that securities received in reverse repo
transactions are sold to third parties, the gain or loss is
recorded as other income wunder "Investment
administration, custodial fees and other”.



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont'd)

" The difference between the sale and repurchase price is
treated as interest income or expense and is accrued over
the life of the agreements.

The market value of the securities purchased against the
loan value is monitored and additional collateral is
_obtained when appropriate. The Trust has the right to
liquidate the collateral held in the event of counterparty
default. The securities received under reverse repo
agreements are not recognized on the balance sheet
unless the risk and rewards of ownership are obtained.

Securities lending

Trust’s securities lending transactions are based on an
agency relationship whereby the Trust acts as an agent
for the owner of a security who agrees to lend the security
to a borrower for a fee, under the terms of a pre-arranged
contract.

Principal transactions are securities transactions whereby
the Trust lends securities to or borrows securities from a
third party. In return, the Trust receives or provides cash
or non-cash collateral. The Trust earns a fee for
structuring the transactions.

Non-cash collateral received in securities lending
transactions is not recognized on the balance sheet.

The fair value of the securities posted as collateral is
monitored against the fair value of the securities on loan
under all securities lending arrangements and additional
collateral is obtained when appropriate to protect against
credit exposure (Note 20a). In the event of counterparty
default, the Trust has the right to liquidate the collateral
held on its own behalf or on behalf of the owner of the
loaned security. '

Cash and due from banks

Cash and due from banks represents cash, interest
"bearing overnight and term deposits with banks. Cash

and due from banks are classified as loans and

receivables and are carried at amortized cost.

Deposits

Deposits represent customer deposits and overdraft on
bank accounts. These are carried at amortized cost.

- Derivatives classification and measurement

The Trust's derivatives activity mainly includes foreign
exchange contracts and currency swaps. All derivatives

are initially recognized at fair value and are subsequently
measured at fair value. ’

- Derivatives are reported as an asset when fair value is

positive and as a liability when fair value is negative.

Derivatives that are not designated as hedging
instruments are considered as trading derivatives.
Changes in the fair value of a trading derivative are
recognized immediately in the income statement.

Financial liabilities

Financial liabilities are non-derivative liabilities that are
not designated as at FVTPL or as trading liabilities.

Financial liabilities are initially measured at fair value net
of transaction costs and, subsequently, carried at
amortized cost.

g. Revenue Recognition

Interest income and expense

Interest income and expense are recognized in the income
statement on an accrual basis using the effective interest
method based on the purchase price plus/minus
transaction costs.

The effective interest method is a method of calculating
the amortized cost of a financial asset or a financial
liability and of allocating the interest income or interest
expense over the relevant year. The effective interest rate
is the rate that exactly discounts estimated 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 financial asset or
financial liability.

Accrued interest is reported in the same line as the related
financial asset or financial liability in the balance sheet.

Once an interest bearing financial asset has been written
down to its estimated recoverable amount as a result of
an impairment loss, interest income is thereafter
recognized based on the rate of interest that was used to
discount the future cash flows for measuring the
recoverable amount.



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont'd)

Investment administration, custodial fees and
other ’

The Trust earns fees on investment administration and
custodial services to clients. These are derived from
assets under administration (AUA) where the
investment strategy is directed by the client or a
designated third party manager.

Fees are recognized over time when the service is
provided to the client, provided that it is highly probable
that a significant reversal in the amount of revenue
recognized will not occur, and are recorded in non-
interest income, investment administration, custodial
fees and other.

Fees are a function of the value of the assets under
custody and administration, the volume of transactions,
and rates as set forth in the underlying client agreement.

Fees that are an integral part of the effective interest rate
of a financial instrument are treated as an adjustment to
the effective interest rate, if the instrument is not
measured at FVTPL.

Commitment fees on a loan are recognized as part of the
effective interest rate if the loan is granted, and recorded
in entirety on expiry if no loan is granted.

h. Offsetting financial instruments in the
income statement

The following items are netted in the face of the income
statement:

Net gains/(losses) on trading

Net gains/(losses) on trading comprise gains and losses
relating to trading assets and liabilities (including
. derivativeé), and include all realized and unrealized fair
value changes.

i. Tangible assets

Tangible assets are measured at cost less accumulated
depreciation and impairment losses.

Cost includes expenditures that are directly attributable
to the acquisition of the asset.

Depreciation is recognized in the income statement
principally on a straight-line basis over the estimated
useful lives of assets which are:

*  Buildings 20-40 years

* IT equipment 3-10 years

= Fixtures and fittings 3-10 years

* Leasehold improvements over the lesser of the
useful life of the leasehold improvements or the lease
term plus the first renewal period, if reasonably
assured of renewal, up to a maximum of 10 years.

When parts of tangible assets have different useful lives,
they are accounted for as separate items (major
components).

The cost of replacing part of a tangible asset is recognized
in the carrying amount of the item if it is probable that the
future economic benefits embodied within the part will
flow to the Trust and its cost can be measured reliably.
The costs of the day-to-day servicing of tangible assets are
recognized in the income statement as incurred.

Gains and-losses on disposals are recognized in the

" income statement as other income under "Investment

administration, custodial fees and other.
j. Goodwill and other intangible assets

Goodwill

‘Goodwill is an asset representing the future economic

benefits arising from other assets acquired in a business
combination that are not individually identified and
separately recognized.

Goodwill is calculated based on the excess/ deficit of the
cost of acquisition over the interest in the net fair value of -
the identifiable assets, liabilities and contingent liabilities
of the acquiree at the time the acquisition was made.
Where the acquisition cost is less than the fair value of the
net assets acquired, the difference is recognized
immediately in the income statement.
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RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont’d) '

When calculating the recoverable amount, judgment is
required as this calculation is based upon discounting
expected pre-tax cash flows at a risk adjusted interest rate
appropriate to the unit.

The review of goodwill impairment represents
management’s best estimate of the following:

Future cash flows of the cash-generating units (“CGU")
to which the goodwill pertains are sensitive to the cash
flows for the periods for which detailed forecasts are
available, and to assumptions regarding the long-term
pattern of sustainable cash flows thereafter. Expected
cash flows generally represent management’s view of
future performance.

Discount rate used to discount the future expected cash
flows is based on the cost of capital assigned to an
individual CGU, and can have significant effect on their
valuation. The cost of capital percentage is generally
derived from a Capital Asset Pricing Model which
incorporates inputs reflecting a number of financial and
economic conditions, including risk-free interest rate and
a premium for the inherent risk of the business being
evaluated. These variables are subject to fluctuations in
external market rates and economic conditions beyond
management’s control and therefore require the exercise
of significant management judgment and are
consequently subject to uncertainty.

Other intangible assets

Intangible assets maifly consist of internally developed
and acquired software.

Expenditure on internally developed software is
recognized as an asset when the Trust is able to
demonstrate its intention and ability to complete the
development and use the software in a manner that will
generate future economic benefits, and can reliably
measure the costs to complete the development. Projects
fulfilling this requirement are qualified strategic projects
and eligible for capitalization.

The capitalized costs of internally developed software
that are part of strategic projects include all internal and
external costs directly attributable to developing the
software.

Software and other intangible assets that have finite
useful lives are measured at cost less accumulated
amortization and accumulated impairment losses.

Amortization is charged through the income statement
on a straight-line basis over the estimated useful lives of

the internally developed and acquired software. The
estimated useful lives for capitalized development costs
varies from 2 to 10 years. '

Subsequent expenditure is capitalized only when it
increases the future economic benefits embodied in the
specific asset to which it relates otherwise it is expensed.

Intangible assets are assessed for indicators of
impairment annually. The impairment review comprises
a comparison of the carrying amount of the asset with its
recoverable amount, as described in Note 2(k)
Impairment of non-financial assets. Value in use is
calculated by discounting the expected future cash flows
obtainable as a result of the assets continued use,
including those resulting from its ultimate disposal, at a
market-based discount rate on a pre-tax basis.

The value in use calculation represents management’s
best estimate of the following:

* Determination of useful life and residual value.

* Future cash flows including assumptions regarding
growth rates, sales and expenses

* Discount rate and terminal growthrate

k. Impairment of non-financial assets

The carrying amounts of non-financial assets, including
capitalized internally developed intangible assets, other
than deferred tax assets, are reviewed at least annually to
determine whether there is any indication of impairment.
Where any such indication exists, a recoverable amount
is estimated as the higher of the asset’s fair value less

" costs to sell and its value in use.

Intangible assets are assessed for indicators of
impairment annually. If there is an indication that an
intangible asset may be impaired, an impairment test is
performed by comparing the carrying amount of the
intangible asset to its recoverable amount.

For all assets other than goodwill, impairment losses
recognized in prior periods are assessed at each
reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment
loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would
have been determined, net of depreciation or
amortization, if no impairment loss had been
recognized.
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2. Summary of significant accounting
policies (Cont’d)

Impairment of goodwill

The carrying amount of goodwill is tested for
impairment annually or more often when there are
indications of impairment. For the purpose of
impairment testing, goodwill acquired in a business
combination is allocated to the CGU that are expected to
benefit from the synergies of the combination. The
lowest level of CGU is considered to be the Trust,
including the Trust branches.

Goodwill is tested for impairment as part of the
impairment testing of the CGU to which it relates. When
the carrying value of the CGU'’s net assets, including
attributable goodwill, exceeds its recoverable value,
goodwill is written-down for impairment. Impairment is
charged to the income statement in the year in which
impairment is identified. It is prohibited to reverse
impairment losses for goodwill.

The recoverable amount of a CGU is the greater of its
value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows
expected to be derived from an asset or cash-generating
unit are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
the time value of money and the risks specific to the
asset. Fair value is the price that would be required to
sell the CGU in an orderly transaction between market
participants at the measurement date.

Impairment losses recognized in respect of cash-
generating units are not allocated as the lowest level of
CGU is considered to be the Trust, including the Trust
branches.

]. Leases

The Trust mainly enters’ into operating leases for the
rental of 1T equipment and premises. At inception of a
contract, the Trust assess whether a contract is or contains
a lease. A contract is, or contains, a lease if the contract
conveys the right to obtain substantially all of the
economic benefits from, and direct the use of, an
identified asset for a period of time in return for
consideration.

When the Trust is the lessee in a lease arrangement, the
Trust initially records a right-of-use asset and
corresponding lease liability, except for short-term leases
and leases of low-value assets. Short-term leases are
leases with a lease term of 12 months or less. Low-value
assets are unspecialized, common, technologically
unsophisticated, widely available, and widely used non-

infrastructure assets. For short-term leases and leases of
low-value assets, the Trust records the lease payments as
an operating expense on a straight-line basis over the
lease term.

Where the Trust is reasonably certain to exercise
extension and termination options, they are included in
the lease term.

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted at our incremental
borrowing rate. The lease liability is subsequently
measured at amortized cost using the effective interest
method, recorded in Interest expense.

The right-of-use asset is initially measured based on the
initial amount of the lease liability, adjusted for lease
payments made on or before the commencement date,
initial direct costs incurred, and an estimate of costs to
dismantle, remove, or restore the asset, less any lease
incentives received.

The right-of-use asset is depreciated to the earlier of the
lease term and the useful life, unless ownership will
transfer to the Trust or Trust is reasonably certain to
exercise a purchase option, in which case the useful life of
the right-of-use asset is used. The Trust will apply 1AS 36
Impairment of assets to determine whether a right-of-use
asset is impaired and account for any identified
impairment loss as described in the premises and
equipment accounting policies above.

At transition, the following practical expedieﬁts were
adopted when applying IFRS 16 to leases previously
classified as operating leases under 1AS17:

* Election to mnot separate lease and non-lease
components, applied to our real estate leases; and

* Exemption from recognition for short-term and low
value leases.

The table in Note 21 “Leasing” reconciles the Trust's
operating lease comumitments at October 31, 2019 to the
lease obligations recognized on initial application of IFRS
16 at November 1, 2019.

m. Income taxes
Income taxes recognized in the income statement
includes the current and deferred portions of the expense.

Income taxes related to items recognized directly in
equity are not included in the income statement.
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RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont'd)

Current income taxes is determined to be the expected tax
payable on the taxable income for the year using tax rates
enacted or substantively enacted as at the balance sheet
date. Itincludes any adjustments to tax payable in respect
of previous years.

Deferred tax is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements except for earnings
related to foreign operations where repatriation of such
amounts is not contemplated in the foreseeable future.
Deferred tax is not accounted for if it arises from the
initial recognition of an asset or liability in a transaction
other than a business combination that, at the time of the
transaction, affects neither accounting nor taxable profit
or loss. Deferred tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by
the balance sheet date and are expected to apply when
the related deferred tax asset is realized or the deferred
tax liability is settled.

Deferred tax assets are recognized to the extent that it is
probable that future taxable profit will be available

against which the temporary differences can be utilized. '

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the
temporary difference is controlled by the Trust and it is
probable that-the temporary difference will not reverse in
the foreseeable future.

Changes in deferred tax assets or liabilities related to a
change in tax rates are recognized in the period the tax
rate change is substantively enacted.

n. Employee benefits

The Trust offers a number of defined benefit and defined
contribution plans for pensions and other benefits to
employees.

Defined contribution pension plans

Obligations for contributions to defined contribution
pension plans are recognized as an expense in the income
statement as services are rendered. The Trust’s pension
obligation is limited to payments to a pension fund or to
an insurance policy on behalf of the employee.

Defined benefit pension plans

Defined benefit pension plans are those under which the
Trust has a legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to
pay all employee benefits relating to employee service in
the current and prior years.

Qualified external actuaries carry out valuation of the
obligation using the projected unit credit method.

The net obligation in respect of defined benefit pension
plans is calculated separately for each plan by estimating
the amount of future benefit that employees have earned
in return for their service in the current and prior years;
that benefit is discounted to determine its present value,
deducting the fair value of any plan assets and adjusting
for any effect of limiting a net defined benefit asset to the
asset ceiling. The discount rate is based on the yield at the
reporting date of high quality corporate bonds with
maturity dates approximating the terms of the
obligations. '

The Trust determines:

* The amounts to be recognised in the Income statement,
being current service cost, past service cost and gain or
loss on settlement, and net interest; and -

* The remeasurements of the net defined liability or asset
to be recognised in other comprehensive income, being
actuarial gains and losses, return on plan assets,
excluding amounts included in net interest, and any
change in the effect of the asset ceiling, excluding
amounts included in net interest.

Other long-term employee benefits

The Trust offers a number of other long-term employee
benefits. The plans are unfunded.

The net obligation in respect of long-term employee
benefits is the amount of future benefit that employees
have earned in return for their service in the current and
prior years. Such benefits are discounted to determine
their present value. The discount rate is based on the

- yield at the reporting date of credit-rated bonds with

maturity dates approximating the terms of the Trust’s
obligations. Any actuarial gains or losses are recognized
in the income statement in the year in which they arise.
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Notes to the Financial Statements

2. Summary of significant accounting
policies (Cont'd)

Termination benefits

Termination benefits are recognized as an expense when

the Trust is demonstrably committed, without realistic

possibility of withdrawal, to a formal detailed plan to
terminate employment before the normal retirement
date.

Short-term benefits

Short-term employee benefit obligations are measured on
an undiscounted basis and are expensed as the related
service is provided.

A provision is recognized for the amount expected to be
paid under short-term cash bonus or profit-sharing plans
if the Trust has a present legal or constructive obligation
_ to pay this amount as a result of past service provided by
the employee and the obligation can be estimated
reliably. -

0. Provisions

A provision is recognized if, as a result of a past event,
the Trust has a present legal or constructive obligation
that can be estimated reliably and it is probable that an
outflow of economic benefits will be required to settle the
obligation. ' o

Where the effect of time value is material, provisions-are
determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where
appropriate, the risks specific to the liability.

p. Financial guarantees

A financial guarantee contract is defined asa contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt
instrument. )

Where a contract meets the definiion above, it is
recognized initially on balance sheet at fair value and
subsequently measured at the higher of:

* the amount initially recognized less cumulative
amortization of this amount, and

*  the amount determined to be the best estimate of the
obligation when there is a probable outflow of

resources, which will normally equal the amount of
potential loss (discounted if the effect is material).

~ The maximum credit exposure is represented by the

maximum amount to be paid if the guarantee is called at
the reporting date.

. q. Assets held on behalf of clients

Client assets, liabilities, income and expenses arisihg
thereon are excluded from these financial statements.

r. Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash
equivalents include highly liquid financial assets with
maturities of three months or less from date of
acquisition, including overnight deposits with RBC.
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3. Interest income and expense

For the year ended

QOctober 31, 2020

$'000 ! October 31, 2019
1
Interest income !
Interest income on assets not at FVTPL i - )
Cash and due from banks i 179,539 , 365,844
Securities I 843. : 1,159
Assets 'purchased under reverse repurchase agreements i 14,483 t 30,303
Loans and advances to customers H 15,053 } 13,097
Total i 209,918 ¢ 410,403
Interest expense ,l i
Interest expense on liabilities not at FVTPL : 1
Deposits . i (80,004)} (254,233)
Other liabilities U (2.909) -
i ! .
Total (82,913). (254,233)
E i
Net interest income s 127,005 - 156,170
4. Foreign exchange revenue
For the year ended
[} . N i
$'000 t Qctober 31, 2020 October 31, 2019
Net gains on foreign exchange i 150,705 128,120
Revaluation gains / (losses) 4 1,376 ; (1,136)
Total ! 152,081 § 126,984

5. Provision for credit losses

$'000 For the yvear ended October 31, 2020 For the vear ended October 31, 2019
Write ' Write )
Specific impairment  Allowances backs . Losses Recoveries Total . Allowances backs Losses Recoveries Total
Other assets (1) . (2,000)- 2,283 - - (80) - (1,197)
Total ' (2,000) 2,283 - - (80) - (1,197)

(1) Other assets include client receivables that contribute to specific impairment.

There were no collective allowance in the years ended October 31, 2020 and October 31, 2019.
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Notes to the Financial Statements

6. Income taxes

For the vear ended

$'000 , October 31, 2020 October 31, 2019
Current tax , )
Current year ‘ (20,49)) (8,398) .
Adjustments to prior years ' 1,347 . 1,063
Total : (19,102):! (7,335)
Deferred tax { o
1

Current year { (13,845) ! (970)
Adjustments to prior years 1 (1,499) (843)
Total ! (15,339): (1,813)

1
Income tax expense t (34,441)° (9,148)

Tax relating to each component of other comprehensive income can be found in the statement of comprehensive

income.

Reconciliation of statutory tax rate

For the year ended

3
QOctober 31, 2020

$'000 i October 31, 2019
Profit before income tax ‘ 129,253 § 34,467
Statutory tax rate 26.10%! 26.10%
Income tax expense at applicable statutory tax rate . (33,735)3 (8,996)
Decrease/ (Increase) in income tax expense resulting from: !
Effect of taxing overseas profit at different rates 979) | (611)
Tax effect of non-deductible expense i 420, 239
Adjustments in respect of prior periods (14Nt 220
Income tax expense i (34,441)} (9,148)
L
Effective tax rate [ 26.65%; 26.54%

The aggregate amount of temporary differences associated with the Trust’s investment in its branches for which
deferred taxation has not been recognised in the financial statements is $nil (2019: $nil).
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6.  Income taxes (Cont’d)

Deferred tax

Movements

For the vear ended
$'000 : QOctober 31, 2020 October 31, 2019
Opening balance i 5,090 ' (56)
Movements during the year: ‘ ‘
Items recognized in the income statement i (15,340): (1,812)
Items that will not be reclassified subsequently to income statement - 399 6,958
Other movements ) ! - -
Ending balance i (9,651) 5,090
Deferred income tax derived from assets .
Pensions ] ) : - -
Tangible and intangible assets i (28,034) (18,459)
Subtotal 1 (28,034)" (18,459)
Deferred income tax derived from liabilities ! :
Post retirement and other employee benefits " 7,999 | 6,799
Pension liabilities ; 422 3,830
Other non allocated and non applicable liabilities 3 9,962 12,920
Subtotal ! 18,383 23,549

; -

Total | (9,651). 5,090

7. Cash and due from banks

Analysis by nature

$'000 i October 31,2020’ October 31, 2019
Nostro accounts H 4,415,011 3,935,611
Demand deposits ; 11,782,859 12,984,712
Term deposits a 3,838,818 . 2,730,545
Total cash and due from banks i 20,036,688 19,650,868

Cash and cash equivalent

Qctoler 31, 2020

$'000 October 31, 2019
Cash and due from banks 20,036,688 19,650,868
Less: . o
Term deposits (initial maturity over 3 months) 3,838,818 . 2,730,545
Total cash and cash equivalent 16,197,870 16,920,323
8. Securities

The following table provides the residual term to maturity of securities.

Due within 6 Duebetween6 Due after more Undetermined  October 31,2020,  October 31, 2019
$'000 months  and 12 months than 1 year Maturity Total Total
Canadian government debt:

Federal . - - - 65,215 65,039
Total ' - - - 65,215 65,039
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Notes to the Financial Statements

9.  Tangible assets

For the vear ended

$'000 + QOclaber 31, 2020 October 31, 2019
h Office Office
furniture and furniture and
Leasehold other Leasehold other
. improvements equipment Total. improvements equipment Total
Opening cost ! -30,158 15,114 45,272 29,386 14,612 43,998
Additions ] 19 150 169 784 516 1,300
Disposals/ write-offs (1,490) - (1,490) - - -
Foreign exchange translation 16 (14) 2 (12) (14) (26)
Closing cost 28,703 15,250 43,953 30,158 15,114 45,272
}
Opening accumulated depreciation ' (24,778) (14,154) (38,932) (21,336) (14,030) (35,366)
Depreciation charge ! (2,363) (181) (2,544) (3,510) (135) (3,645)
Disposals/ write-offs } 541 - 541 - - -
Foreign exchange translation ! (13) (16) (29). 68 11 79
Closing accumulated depreciation ! (26,613} (14,351) (40,964) (24,778) (14,154) (38,932)
Net book value 2,090 899 2,989 5,380 960 6,340
There were no assets held under finance leases in the years ended 2020 and 2019.
10. Goodwill and other intangible assets
' For the vear ended
T -
$:000 : October 31, 2020° October 31, 2019
{ Internally | Other ’ Internally Other
; developed intangible ] developed intangible
. . Goodwill software assets (1) " Tolal' Goodwill software assets (1) Total
Opening cost 1 88,303 362,293 23,300 473,898 + 88,305 300,317 23,376 411,998
Additions i - 54,169 - 54169, - 105310 @ 53 105,363
Disposals/ write-offs 1 - (22,013) - (22,013). - (43,204) - (43,209)
Transfers ! - 1,499 - 1,499 ; - - -
Foreign exchange translation ' - 176 159 335 - (129) (259)
Closing cost : 88,305 396,124 23,459 507,888 88,305 . 362,293 23,300 473,898
Opening accumulated amortization i - {162,606) (20,414) (183,020)" - (138,756) (17,554) (156,310)
Amortization charge 1 - (35,683) (2394) (38,077 - (25,053) (2929) (27,982)
Disposals/ write-offs ‘ - 14,936 % - 14,936 - 1,121 - 1,121
_ Transfers ! - (1,499) - (2499 - - -
Foreign exchange translation - 72 (140) (68) - 69 151
n - -
Closing accumulated amortization : - {(184,780) (22,948) (207,728) - (162,606) (20,414) (183,020)
Net book value ! 88,305 211,344 511 300,160 88,305 199,687 2,886 290,878

(1) Other intangible assets consist of software licenses purchased from third parties.

(2) Includes the transfer of intangible assets from an affiliated company.

(3) Relates to impairment charges associated with a global repositioning of the business.
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10. Goodwill and other intangible assets (Cont'd)

The Trust’s contractual commitments as at October 31, 2020 for external vendors to make intangible assets ready for
use is $nil thousand (2019: $ 26 thousand), a portion of which will be expensed.

Goodwill impairment testing

Impairment test carried out for goodwill as at August 1, 2020 were based on the value in use of the CGU identified in
accordance with Note 2k. The Trust including all Trust branches has been identified as the lowest level that goodwill
is monitored for internal management purposes.

The recoverable amount for the CGU to which goodwill has been allocated was equal to its value in use at each testing
date in 2020 and 2019. The value in use was determined by calculating the discounted cash flow projections for the
CGU.

The environment is rapidly evolving and as a result, the Trust’s économic outlook has a higher than usual degree of
uncertainty, which may materially change the estimated recoverable amount of the CGU and result in an impairment
charge in future periods. Actual experience may differ materially from current expectations, including in relation to
the duration and severity of the economic contraction and the ultimate timing and extent of a future recovery.

The cash flow projections for the CGU were based on forecasted cash flows for 2021 and strategic plans approved by
the Global Executive Committee for 2021 to 2025. The cash flow projections were discounted at a risk adjusted cost of
capital for the CGU. The long-term growth rate used to extrapolate the cash flows to perpetuity reflects the market
assessment of growth and inflation for the countries where the CGU operates.

For reasonability purposes, the discount rates determined internally were compared with external capital rates which
reflect current market and economic conditions. As a result of this comparison, it was concluded that internally
determined cost of capital rates were in line with external rates.

Growth rate beyond initial |

" Cash-generating unit .
Goodwill at October 31, 2020 (1) Discount rate (%) ‘cash flow projections (%) (1)

$000
The Trust 88,305 . 8.5 3.0

(1) No change from 2019.
Based on the considerations above and after comparing the recoverable amount with the carrying amount of the CGU,
no impairment of goodwill was identified during 2020 and 2019.

As at August 1, 2020, as well as up to October 31, 2020, no changé inanindividual key input or assumption as described
would result in the CGU’s carrying value exceeding its recoverable amount.

11. Other assets

$'000 ’ : " October31,2020°  October 31, 2019
Cash collateral . ) : ) i 69,641 132,704
Accrued income : C ! 93,005 | 99,384
Accounts receivable (1) . 55,181 49,210
Accrued interest : 33,832 52,292
Deferred expenses ! 13,867 14,559
Current tax assets 37,601 45,426
Cheques and other items in transit - 93,745
Business taxes (2) : 2130 10,172
Other assets . 21,044 16,398
Total ? 326,301 513,890

(1)  Accounts receivable include issued invoices for services rendered to clients and related party rmel\'ables net of specific impairment o1 $ 1,848
thousand (2019: $ 2,197 thousand).
(2) Business taxes include sales tax.
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RBC Investor Services Trust
Notes-to the Financial Statements

13.  Provisions and other obligations (Cont’d)
Changes in fair value of plan assets and change in preseht value of benefit obligations

Movements in the present value and fair value of the defined benefit obligation for pension and other post employment
plans are as follows:

$'000 October31,2020  ~ - October 31, 2019
Defined Other post Defined Other post
benefit  employment benefit  employment
pension plan plans Total  pension plan plans Total
B. Change in fair value of plan assets : .
Beginning of the year ' 261,963 - 261,963 239,913 - 239,913
Interest income 8,173 - 8,173 9,511 - 9,511
Remeasurement '

Return on plan assets (excluding interest

income) . 13,961 - 13,961 15,196 - 15,196
Employer contributions 19,283 396 19,679 3,343 471 3,814
Plan participants’ contributions T 801 128 1,229 844 398 1,242
Benefits paid A : (6,737) (824) (7.561) (6.334) (869) (7,203)
Other ’ . (510) - (510) (510) -  (510)
Fair value of plan assets at end of year ‘ 296,934 - 296,934 . 261,963 - 261,963

C. Change in present value of benefit

obligation

Beginning of the year L 276,624 26,064 302,688 230,059 20,905 250,964
Current service cost ) ‘ 6,017 1,260 - 7,277 . 5,064 738 5,802
Past service cost . - - - - - -
Interest cost - } 8,443 ‘ 842 9,285 ¢ 9,049 922 9,971
Plan participants' contributions . 801 428 1,229 844 398 1,242
Remeasurement

Actuarial (gains)/losses arising from

demographic assumptions ) - (10) (10)‘ - 106 106

Actuarial (gains)/losses arising from ,

financial assumptions S 1371 1,564 15,275 35,706 3,609 39,315

Actuarial (gains)/losses arising from )

experience adjustments (290) . 1,304 . 1,014 2,236 255 2,491
Benefits paid ] (6.737) (824) (7.561) (6,334) (869) (7,203)
Benefit obligations at end of year ‘ 298,569 30,628 329,197 276,624 - 26,064 302,688
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RBC Investor Services Trust
Notes to the Financial Statements
13. Provisions and other obligations (Cont’d)

Pension and other post-employment benefit expense

The following table presents the composition of the pension and other post-employment benefit expense.

$°000 October 31, 2020- October 31, 2019
* Defined Other post . Defined Other post :
: benefit-  employment : benefit  employment

pension plans plans Total pension plans plans Total

D. Components of benefit expense
Current service cost 6,017 1,260 7,277 5,064 738 5,802
Past service cost . - - - - - R
Net interest (income)/expense ; 270 842 1,112 - (462) 922 460
" Remeasurement of other long term Benefits - 24 S 24 - 56 56
Administrative expenses . 510 - 510" 510 - 510
Total expense . 6,797 . 2,126 8,923 « 5,112 1,716 6,828

Total defined contribution expense for year ended October 31, 2020 was $7,586 thousand (2019: $7,665 thousand).

Remeasurements

The following table presents the composition of the remeasurements recorded in other comprehensive income.

$°000 October 31, 2020 October 31, 2019
! Defined Other post Defined Other post
: bencfit  employment ' benefit ~ employment .
._pension plans plans Total. _pension plans plans Total
E. Remeasurements
Actuarial (gains)/losses i
Changes in demographic assumptions : - (66) (66) - (12) (12)
Changes in financial assumptions 13,711 1,491 15,202 35,706 3,501 39,207
Experience adjustments ' (290) 1,409 1,119 ¢ 2,236 425 2,661
Return on plan assets (exé]uding interest ' . , :
income) (13,961) - (13,961) * (15,196) : - (15,196)
Total remeasurements (gains)/losses (540) 2,834 2,294 22,746 3914 26,660

Investment policy and strategies:

Defined benefit pension plan assets are invested prudently in order to meet the longer term pension obhgahons ata
reasonable cost. The asset mix policy was developed within an asset/ liability framework

Factors taken into consideration in developing the asset allocation include but are not limited to the following:
(i) the nature of the underlying benetfit obligations, including the duration and term profile of the liabilities;
(ii) the member demographics, including expectations for normal retirements, terminations, and deaths;

(iii) the financial position of the pension plans;

(iv) the diversification benefits obtained by the inclusion of multiple asset classes; and

(v) expected asset returns, including asset and liability volatility and correlations.
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RBC Investor Servicés Trust
Notes to the Financial Statements

13.  Provisions and other obligations (Cont’d)

To implement the asset allocation policy, the plan may invest in equities, fixed income securities, alternative
investments and derivative instruments. The holdings in certain investments, including common shares, emerging
market equities, fixed income securities rated lower than BBB and residential and commercial mortgages, cannot
exceed a defined percentage of the market value of the defined benefit pension plans assets. Derivative instruments
may be used as either a synthetic investment to more efficiently replicate the performance of an underlying security,
or as a hedge against financial risks associated with the underlying portfolio. To manage the credit risk exposure,
counterparties of the derivative instruments are required to meet minimum credit ratings and enter into collateral
agreements, and counterparty exposures are monitored and reported to management on an ongoing basis.

Defined benefit pension plan assets

The fair value of the plan assets at the end of the reporting period for each category, are as follows.
Fair value of plan assets

. Quoted in active' Quoted in active
$°000 ! October 31, 2020 % market %. October 31, 2019 % market %
F. Fair value of plan assets i
Equity securities :

- Domestic . 29,272 9.9% 100% 29,228 11.2% 100%
- Foreign ! 71,796 242% 100% . 57,433 21.9% 98%
Debt securities ' S
- Domestic government bonds i 63,905 21.5% 0% 55,564 21.2% 0%
- Foreign government bonds . 1,019 1 03% 0% 6,936 26% 0%
- Corporate and other bonds ‘ 65,092 21.9% 0% 56,767 21.7% 0%
Alternative investments and other - 65,850 22.2% 10% 56,035 21.4% 12%
Total 1 296,934 100% 37%: 261,963 100% 36%

The defined benefit pension plan assets are primarily composed of equity and debt securities. The equities and debt
securities generally have quoted market prices in an active market (Level 1). Alternative investments and other includes
real estate, and derivative financial instruments. In the case of real estate, no quoted market prices are usually available
(Level 2 or Level 3). These assets are either valued by an independent valuator or priced using observable market
inputs.

The allocation to equity securities of the pension plans is 34.0% (2019: 33.1%) and the allocation to debt securities is
43.8% (2019: 45.5%) and the allocation to Alternative investments and other is 22.2% (2019: 21.4%).

As at October 31, 2020, the assets include $20 thousand.(2019: $19 thousand) of RBC common shares having a fair value
of $1,897 thousand (2019: $1,969 thousand) and $61.1 thousand (2019: $1,072 thousand) of debt securities. For the year
ended October 31, 2020, dividends received on the common shares held in the plan assets were $77 thousand (2019:
~ $73 thousand). ' ‘

Maturity profile )
The following table presents the maturity profile of the defined benefit pension plan obligation.

$°000 October 31, 2020
G. Maturity profile i
Number of plan participants ; 1,087
Actual benefit payments 2020 : 6,737
Benefits expected to be paid 2021 . ’ 9,176
Benefits expected to be paid 2022 10,130
Benefits expected to be paid 2023 10,978
Benefits expected to be paid 2024 11,654
Benefits expected to be paid 2025 ’ \ 12,306
Benefits expected to be paid 2026-2030 70,859
Weighted average duration of defined benefit (in years) 15.98
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RBC Investor Services Trust
Notes to the Financial Statements

13.  Provisions and other obligations (Cont’d)

Significant assumptions used in calculating the defined benefit pension and other post-employment expense

Discount rate

For the pension and other post-employment plans, all future expected benefit payments at each measurement date are
discounted at spot rates from a derived Aa corporate bond yield curve. The derived curve is based on observed rates
for Aa corporate bonds with maturities less than six years and a projected Aa corporate curve based on spreads between
observed Aa corporate bonds and Aa provincial bonds for periods greater than six years. Spot rates beyond 30 years
are set to equal to the 30 year spot rate. The discount rate is the equivalent single rate that produces the same discount
value as that determined using the entire discount curve. This valuation methodology does not rely on assumptions
regarding reinvestment returns.

Rate of incrense i future compensation
The assumption for increases in future compensation is based on the price inflation assumption and compensation
policies in Canada, as well as relevant statutory and plan-specific requirements.

Healthcare cost trend rates
Health care cost calculations are based on both short and long term trend assumptions established based on the
plan’s recent trend experience as well as on market expectations.

The principal assumptions used for the purpose of the actuarial valuations were as follows:
{

$°000 ‘ October 31, 2{)20I October 31, 2019
; Defined  Other post-' Defined  Other post-
“benefit  employment benefit  employment
. i__pension plan plansi _pension plans plans
H: Weighted average assumptions to determine benefit obligation | {
Discount rate : 2.80% Z'BO%i 3.10% 3.10%
Rate of increase in future compensation 3.30% NA; 3.30% NA
Health care cost trend rates (1) -
- Medical "NA 3.10%| NA 310%
- Dental NA 3.10%! NA 3.10%

(1) For the Trust other post-employment plans, the 2020 assumed trend rates used to measure the expected benefits cost of the defined
benefit obligations are also the ultimate rates.

Mortality assumptions are significant in measuring the obligations under the defined benefit plans. These
assumptions have been set in accordance with current practices in Canada. Future longevity improvements have
been considered and included where appropriate. The following table sununarizes the mortality assumptions used
for the Trust’s defined benefit plans.

R
In vears ! Qclober 31, 2020, October 31, 2019
i Age 65 Age 45 j Age 65 Age 45
I Male Female  Male Female! = Male Female Male  Female
L. Life expectancy at 65 for member currently at } 23.8 24.1 24.7 251! .7 237 24.1 24.7 25.0

Sensitivity analysis

Assumptions adopted can have a significant effect on the obligations and expense for defined benefit pension and post-
employment benefit plans. The increase (decrease) in obligation below have been determined assuming all other
assumptions are held constant. In practice, this is unlikely to occur, as changes in some of the assumptions may be
correlated. The following table presents the sensitivity analysis of key assumptions for 2020.
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RBC Investor Services Trust
Notes to the Financial Statements

13. Provisions and other obligations (Cont’d)

$'000

October 31, 2020

Defined benefit
pension plans

Other post
emplovyment plans

]. Sensitivity analysis

Discount rate

Impact of 100bps increase in discount rate (42,476) (4,685)
Impact of 100bps decrease in discount rate 53,901 6,110
Rate of increase in future compensation

Impact of 50bps increase in rate of increase in future compensation 1,384 -
Impact of 50bps decrease in rate of increase in future compensation (1,422) -
Mortality rate

Impact of an increase in longevity by one additional year 7,343 447
Health care cost trend rate

Impact of 100bps increase in health care cost trend rate NA 313
Impact of 100bps decrease in health care cost trend rate NA (274)

14. Other liabilities

$000 QOctober 31, 2020 Qctober 31, 2019
Cheques and other items in transit 498,171 1,006,245
Accounts payable (1) 37,353 21,477
Accrued costs 126,189 140,432
Salaries and social charges payable 44,860 42,798
Business taxes (2) 5,666 1,016
Deferred income 6,788 '

Current tax liabilities - 1,420
Accrued intefest 52 936
Other (3) 502,673 ¢ 367,313
Total 1,221,752 ° 1,581,637

(1) Accounts payable mainly includes related party payables.
(2) Business taxes consist of sales tax.
(3) Includes cash collateral and amounts due to affiliates.

15. Share based compensation

The Trust offers share based compensation to certain key employees. The RBC share based compensation scheme was
introduced to the Trust key employees during 2013, as part of the alignment with RBC.

Deferred share plans

The Trust offers performance deferred share award plans to certain key employees which vest over a maximum period
of three years. Awards under the plans are deferred in the form of deferred share units and is paid in cash. A portion
of the award under some plans can be increased or decreased up to 25%, depending on the total shareholder return of
RBC compared with a defined peer group of global financial institutions. The value of the award paid will be equivalent
to the original award adjusted for dividends and changes in the market value of RBC's common shares at the time the

award vests.
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RBC Investor Services Trust
Notes to the Financial Statements

15. Share based compensation (Cont’d)-

The Trust’s liabilities for the awards granted under the deferred share plans are measured at fair value, determined
based on the quoted market price of RBC’'s common shares.

Obligations under deferred share plans

$'000 i October 31, 2020 - October 31, 2019
' Units* Units
outstanding at outstanding at
t Units granted the end of the Units granted the end of the
) - during the vear vear during the vear vear
i Weighted , Weighted

Number granted average fair Carrying  Number granted average fair Carrying
i (thousands) value amount’ (thousands) value amount

Deferred share unit plans 1 60 94.65 14,639 112 90.10 17,340

Compensation expenses recognized under deferred share plans

For the year ended

$000 ! October 31, 2020 October 31, 2019
1
3,812 10,943

Deferred share unit plan

16. Derivatives

The principal derivatives used by the Trust are exchange rate contracts. Particular attention is paid to the liquidity of
the markets and products in which the Trust trades to ensure that there are no undue concentrations of activity and
risk. During 2020 and 2019 all derivatives were trading derivatives.

Exchange rate contracts include over-the-counter (OTC) forward foreign exchange contracts, and currency swaps. A
forward foreign exchange contract is an agreement to buy or sell a specified amount of foreign currency on a specified
future date at an agreed rate. Cross currency swaps involve the exchange of fixed payments in one currency for the
receipt of fixed payments in another currency. ’

a. Analysis by nature

$'000 . s L J . October 31, 2020> October 31, 2019

i Assets Liabilities’ Assets Liabilities
Derivatives held-for-trading B 737,524 742,667 | 711,973 706,032
Total ! 737,524 742,667 711,973 706,032

b. Details of derivatives held-for-trading )
The amount shown as foreign exchange derivatives represents the fair value of derivatives OTC transactions entered
with the Trust’s clients where the position is closed with a third counterparty.

$000 . L , -  October 31,2020’ ' October 31, 2019
:. Notional amount ) ‘Notional amount
To receive  To deliver Assets Liabilities:  To receive To deliver Assets  Liabilities
Foreign exchange derivatives . ‘ .
Cross currency swaps , 133,531,553 133,559,802 173,680 228,966 103,567,818 103,397,292 644,493 466,979
+
Foreign exchange forward rate g
agreements . 27.001,789 26,978,630 563,844 513,701 20,991,405 21,156,088 67,480 239,053
Total 160,533,342 160,538,432 737,524 | 742,667 124,559,223 124,553,380 711,973 706,032

The remaining term to maturity of the majority of the Trust’s derivatives is within one year. See Note 20 (c) Liquidity
risk for the remaining term to maturity of the notional amounts.
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RBC Investor Services Trust
Notes to the Financial Statements

17. Subscribed capital

Authorized
Unlimited number of common shares, without nominal or par value

Issued and subscribed

By class of shares October 31, 2020 Qctober 31, 2019
Number of common shares issued and subscribed . 1,090,303,854 1,090,303,854

18. Fair value

Fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.’

Valuation

Securities - Government bonds
Quoted market prices are used for government bond instruments and are based on current bid prices. Where markets
are active the securities are classified as level 1. Where the markets are inactive the securities are classified as level 2.

Derivative assets and liabilities
For derivative asset and liabilities, fair value is determined by valuation techniques based on market observable yield
curves.

Level 1 fair value measurements
These are derived from quoted prices (unadjusted) in active markets for identical financial assets or financial liabilities.

Level 2 fair value measurements
These are derived from quoted prices for similar instruments in an active market, or quoted marLet prices for identical
or similar instruments in inactive markets, or values using models where the inputs are observable.

Level 3 fair value measurements
These are derived from valuation techniques that include inputs for the financial assets or financial liabilities that are
not based on observable market data (unabservable inputs).

Credit valuation adjustment (CVA)

Valuation adjustments are recorded for the credit risk of the Trust derivative portfolios in order to arrive at their fair
values. CVA takes into account the Trust counterparties’ creditworthiness, the current and potential future mark-to-
market of the transactions, and the effects of credit mitigants such as master netting and collateral agreements. CVA
amounts are derived from estimates of exposure at default, probability of default, recovery rates on a counterparty
basis, and market and credit factor correlations. Exposure at default is the amount of expected derivative related assets
and liabilities at the time of default, estimated through modelling using underlying risk factors. Probability of default
and recovery rate is generally implied from the market prices for credit protection and credit ratings of the
counterparty. Correlation is the statistical measure of how credit and market factors may move in relation to one
another, if any. Correlation is estimated using historical data and market data where available.

a. Breakdown of fair value of financial instruments carried at amorhzed cost

The following table compares the carrying amount of financial instruments recognised at amortised cost to their
estimated fair values.
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RBC Investor Services Trust

Notes to the Financial Statements

18.  Fair value (Cont’'d)

$'000

October 31, 2020

Fair value measurements using

Fair value Fair value
always may not
Carrying approximates approximate
amount carrying -carrying  Tolal fair . o
- value (1) value (2) value Level 1 Tevel 2 Level 3 " Total’
Financial assets a :
Cash and due from banks 20,036,688 16,197,870 3,883,948 20,081,818 - 3,883,948 - - 3,883,948
Securities 65,215 - 65,251 65,251 ; 65,251 . 65,251 .
Assets purchased under reverse
repurchase agreement 2,164,119 2,164,119 - 2,164,119 - - - -
Loans and advances to customers 270,540 270,540 - 270,540 - - - o
Other financial assets 272,703 272,703 - 272,703 - - - -
Total | 22,809,265 18,905,232 3,949,199 22,854,431 - 3,949,199 - 3,949,199,
Financial liabilities ‘ ) . :
Deposits i ’ :
Business and other i 17,940,269 17,940,269 - 17,940,269 - - - -
Bank 2,064,778 2,064,778 - 2,064,778 . - - - -
Other financial liabilities 1,221,586 1,221,586 - 71,221,586 - - - -
Total | 21,226,633 21,226,633 - 21,226,633 - - - -
$'000 October 31, 2019
Fair value measurements using
Fair value Fair value
always may not .
. approximates approximate
Carrying carrying carrying Total fair
amount value (1) value (2) value Level 1 Level 2 Level 3 Total
Financial assets
Cash and due from banks 19,650,868 16,920,323 2,795,388 19,715,711 - 2,795,388 - 2,795,388
Securities 65,039 - 65,044 65,044 - 65,044 - 65,044
Assets purchased under reverse
repurchase agreement 1,829,901 1,829,901 - 1,829,901 - - - -
Loans and advances to customers 312,973 312,973 - 312,973 - - - -
Other financial assets 443,733 443,733 - 443,733 - - - -
Total 22,302,514 19,506,930 2,860,432 22,367,362 - 2,860,432 - 2,860,432
Financial liabilities
Deposits
Business and other 17,628,304 17,551,588 76,958 17,628,546 - 76,958 - 76,958
" Bank 1,617,252 1,617,252 - 1,617,252 - - - -
. Other financial liabilities - 1,578,384 1,578,384 - 1,578,384 - - - -
Total 20,823,940 20,747,224 76,958 20,824,182 - 76,958 - 76,958

(1) For financial assets and liabilities with term to maturity less than 3 months, the fair value approximates carrying value.
(2) TFor financial assets and liabilities with term to maturity over 3 months, the fair value may not approximate carrying value.
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‘b. Analysis of fair value of financial instruments carried at fair value

The following table provides an‘analysis of financial instruments that are measured subsequently to initial recognition
at fair value on a recurring basis, grouped into levels 1 to 3 based on the degree to which the fair value is observable.

; -

$'000 t . October 31, 2020, October 31, 2019
} Level 1 Level 2 Level 3 Total: Level 1 " Level 2 Level 3 Total

Asset E |

Derivatives i - 737,524 - 737,524 } - 711,973 - 711,973

Total ( - . 73752 - 737,524 | - 711,973 - 711,973

Liabilities i - : - : - -

Derivatives i - 742,667 - 742,667 - 706,032 - 706,032

Total ! - 742,667 ‘- 742,667 ¢ - 706,032 - 706,032

c. Transfer between level 1 and level 2 fair value hierarchy
There were no transfers between level 1 and level 2 in 2020 and 2019.
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19. Financial assets and liabilities subject to offsetting, enforceable master netting arrangements
and similar agreements

The following table presents the effects of offsetting and potential offsetting of financial assets and liabilities.

For assets purchased under reverse repurchase agreements and securities borrowed, the Trust holds highly rated
securities as collateral. These securities can be offset in case of default of the borrower, but are not recognised on the
balance sheet.

For certain derivative counterparties master netting agreements are in place that allow for netting in case of default.
In addition, for certain counterparties, collateral is given or received. This collateral can be netted against derivative

transactions in case of default.

$°000 October 31, 2020

Amounts subject 1o enforceable netting arrangements
Amount subject to master
netting arrangement or
similar agreements but do
not qualify for offsetting on
Lhe balance sheet (1)

Financial assets subject Gross Nglﬂamou.nl ' Amounfs not

to offsetting, enforceable amountof  Amountof  of financial subject to  Total amount
& . financial financial assets Tmpact of enforceable  recognized

master netting " assets before liabilities presented on master Financial netting on the

arrangements and , balance sheet  offsetonthe  the balance netting collaterals agreements balance sheet

similar agreements \ offseiting balance sheet . sheet agreement  received (2)  Net amount (3) (4

Assets purchased under 1

reverse repurchase

agreement b 2,191,516 - 2,191,516 - 2,191,516 - - 2,191,516

Derivative assets : 533,550 - 533,550 243,745 - 289,805 203,974 737,524

Total - 2,725,066 - 2,723,066 243,745 2,191,516 289,805 203,974 2,929,040

$'000 October 31, 2019

Amounts subject to enforceable netting arrangements
Amount subject to master
netting arrangement or
similar agreements but do
not qualify for offsetting on

the balance sheet (1)
Fi ial ts subiect Gross Net amount Amounts not
mancia’ assets sudj amount of  Amountof  of financial subject to Total amount
to offsetting, enforceable - R -
> financial financial assets Impact of enforceable  recognized
master netting assets before liabilities presented on master Financial netting on the
arrangements and baldnce sheet  offset onthe  the balance netting  collaterals agreements balance sheet
) similar agreements offsetting balance sheet sheet - agreement received (2) Netamount - R C) - 4)
Assets purchased under ‘ :
reverse repurchase ) . . _
agreement 1,829,983 ’ - 1,829,983 - 1,829,983 - - 1,829,983
Derivative assets 323,365 - 323,365 299,490 . - 23,875 388,608 711,973
Total 2,153,348 - 2,153,348 299,490 1,829,983 23,875 388,608 2,541,956

(1)  Financial collateral is reflected al fair value. The amount of financial instruments and financial collaterals disclosed is limited to the net balance
sheet exposure, and any over-collateralization is excluded from the table.
(2) Includes non-cash collateral of $2,192 million (2019: $1,830 million).

(3)  Refers to other bilateral transaction where we do nol have an agreement in place thal permits netting in any circumstances.
(4)  The netled amount of the financial assets and liabilities, together with the financial assets and liabilities nol subject to or similar arrangement, are
reconciled Lo the amounts presenled on the associated balance sheet line.
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arrangements and similar agreements (Cont’d)

$'000

Qctober 31, 2020

Amounts subject to enforceable netting arrangements

Amount subject to master
netting arrangement or
similar agreements but do
not-qualify for offsetting on
the balance sheet (1)

Gross
Financial liabilities amount of Net amount Amounts not
subiect to offsetti financial ~ Amountof  of financial subject to  Total amount
ubject to ofise mfg, ! liabilities financial liabilities Impact of enforceable  recognized'
enf o.rceable master before  assels offsel  presented on master Financial nelting on the
netting arrangements + balance sheet onthe  the balance netling collaterals agreements balance sheet
and similar agreements offsetting balance sheet sheet agreement pledged  Net amount (2) (3)
Derivative liabilities 510,648 - 510,648 243,745 - 266,903 232,019 742,667 -
Total . 510,648 - 510,648 243,745 - 266,903 232,019 742,667 .
$°000 October 31, 2019
Amounts subject to enforceable netting arrangements
Amount subject to master
netting arrangement or
similar agreements but do
not qualify for offsetting on
the balance sheet (1)
] Gross )
Financial liabilities amount of Net amount Amounts not
subiect to offsettin financial ~ Amountof  of financial subject to  Total amount
uo) & liabilities financial liabilities Impact of enforceable  recognized
enfo.rceab]e master before assets offset presented on master Financial netting on the
netting arrangements balance sheet onthe  the balance netting  collaterals agreements balance sheet
and similar agreements offsetting balance sheet sheet agreement pledged  Net amount (2) [©)]
Derivative liabilities 538,210 - 538,210 299,490 - 238,720 167,822 706,032
Total 538,210 - . 538210 299,490 - 238,720 167,822 706,032

(1) Financial collateral is reflécted at fair value. The amount of financial instruments and financial collaterals disclosed is limiled 10 and any over-

collateralization is excluded from the table.

(2)  Refers to other bilateral transaction where we do not have an agreement in place that permits netting in any circumstances.
(3) The netted amount of the financial assels and liabilities, 1ogether with Lhe financial assets and liabilities nol subject 10 or similar arrangement, are
reconciled to the amounts presented on the associated balance sheet line.
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a. Credit risk
Credit risk is defined as the risk of loss due to the inability or unwillingness of a counterparty to fulfil its payment
obligations. Credit risk may be the result of operational, financial or investment activities.

The Trust manages and controls concentrations of credit risk whenever they are identified, in particular to individual
counterparts and counterparty groups. The Trust sets limits at the following levels: counterparty and single name.

Organization

The Board of Directors and senior management risk committees work together to ensure a Credit Risk Framework and
supporting policies, processes and procedures exist to manage credit risk and approve related credit risk limits. Reports
“are distributed to the Board of Directors and senior management to keep them informed of the Trust's Risk Profile,
including trending information and significant credit risk issues and shifts in exposures to ensure appropriate actions
can be taken where necessary.

Enterprise-wide and Trust legal entity level credit risk policies set out the minimum requirements for the management
of credit risk in a variety of borrower, transactional and portfolio management contexts. Limits are used to ensure the
Trust’s portfolio is well diversified, reduce concentration risk and remain within the Trust’s Risk Appetite. Limits are
reviewed on a regular basis taking into account the business, economiic, financial and regulatory environments.

The Trust’s exposure

The core portion of the Trust’s total credit risk exposure is driven by the reinvestment of its custody clients’ excess
cash balances as unsecured deposits with RBC entities. A small amount of investment in third party assets is
maintained to support business operations. See Note 22 Related party transactions.

Another source of credit risk on the balance sheet arises from temporary overdrafts and cash balances with

correspondent banks.

The Trust is exposed to credit counterparty risk linked to OTC foreign exchange derivatives it contracts with its
custody clients and covers with market professionals. Additional credit counterparty risk arises when the Trust
provides indemnification to lenders as securities lending agent.

Analysis of the maximum exposure to credit risk

The following tables provide the maximum credit risk at the end of the year without taking into account additional
credit enhancements, such as master netting agreements and pledges on assets.

Maximum credit exposure covers counterparty risk in the balance sheet and off-balance sheet.

$'000 ) October 31, 2020 October 31, 2019
Maximum credit Colateral Maximum credit Collateral
. exposure received exposure received
Cash and due from banks . 20,036,688 - . 19,650,868 -
Secirrities ‘ 65215 - 65,039 -
Assets purchased under reverse repurchase :
agreements ) 2,164,119 2,285,985 1,829,901 1,854,471
Loans and advances to customers T 270,540 - ’ 312,973 ' -
Derivatives 737,524 - 711,973 -
Other assets (1) 272,703 - 443,733 -
Total ' 23,546,789 2,285,985 . 23,014,487 . 1,854,471

(1)  Other assels represenl financial assets mainly comprised of client and related party receivables, cash collateral, accrued interest and accrued fee
income.

See Note 24 for Commitments and other off-balance sheet arrangements.
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Derivatives are entered into with clients and positions are closed with third parties. The net position (derivative assets
and Labilities} in 2020 was net liability of $5,143 thousand (2019: net asset of $5,941 thousand).

Exposure by counterparty type

Qctober 31, 2020

$'000 October 31, 2019
Category of counterparty type % %
Financial institutions 23,550,956 98.52 23,094,526 98.79
Canadian Government 50,080 0.21 l 55,085 0.24
Investment funds 302,500 1.27 227,169 0.97
Total 23,903,536 100.00 ' 23,376,780 100.00
Exposure by geographical region

$'000 Qctober 31, 2020 October 31, 2019
Geography % %
North America 23,089,752 96.60 ' 22,734,061 97.25
Europe 734,256 3.06 426,095 1.82
Central and Latin Americas 1,808 0.01 1,968 0.01
Asia 77,720 0.33 " 213,728 0.91
Others - 0.00 : 928 0.01
Total 23,903,536 100.00 23,376,780 100.00

Collateral management

The Trust requires securities lending activities as well as some foreign exchange transactions to be performed on a
collateralized basis. The extent of risk mitigation provided by collateral depends on the amount, type and quality of
the collateral taken. Specific requirements relating to collateral valuation and management are documented in credit

risk management policies.

The collateral received represents the cash and fair value of securities held against counterparty exposures. Debt
collateral received is government, agency or highly rated corporate bonds.

Credit quality of financial assets neither past due nor impaired

The Trust leverages the RBC rating models to rate Counterparties and assign risk parameters (Probability of Default

(“PD"), Loss Given Default (“LGD") etc.)

October 31, 2020 ,

$'000
Non-investment

. AAA 10 AA- A+ 1o BBB- grade Nol rated Total
Debt and equity instruments 49,974 - - ' - 49,974
Loans and advances and cash balances 22,086,469 139,332 204,244 - 22,430,045
Derivatives . 119,865 616,967 692 . - 737,524
Other assets. A ) - - - 685,993 685,993
Total ) 22,256,308 756,299 204,936 685,993 23,903,536
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Qctober 31, 2019

$°000 :
) . Non-investment

AAA to AA- A+ to BBB- grade Not rated Total
Debt and equity instruments 54,749 - : - - 54,749
Loans and advances and cash balances 21,485,868 157,469 126,600 - 21,769,937
Derivatives 270,244 440,475 1,254 - 711,973
Other assets - - - 840,121 840,121
Total 21,810,861 597,944 127,854 840,121 23,376,780

In 2020 and 2019, the Trust did not have any financial assets with renegotiated terms that would otherwise. be

considered past due or impaired.
Collateral and other credit enhancements obtained by taking possession of collateral held

There were no collateral or other credit enhancements obtained by taking possession of collateral held due to a default

in 2020 and 2019.
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b. Market risk

Market risk is the risk of loss that may arise from changes in market factors, such as interest rates, foreign exchange
rates, equity prices or commodity prices. Market risk has a direct impact on revenue for those positions that are fair
valued through profit and loss for financial reporting purposes, a direct impact on the Other comprehensive income
from securities that are classified as FVOCI, and an impact on the economic value of the firm from the structural
interest rate mismatch between banking book assets and liabilities. Furthermore, market risk also has an impact on the
firm’s capital ratios. ‘

For the Trust, the main source of market risk that has a direct impact on revenue results comes from the execution of
foreign exchange transactions for clients. However, this impact is not a material exposure as trading activities are not
part of its strategy or risk appetite. Very limited unhedged foreign exchange positions are authorized to allow for
residual trades to be aggregated before transferring the market risk to the financial market.

Market risk that impacts Other Comprehensive Income arises from market fluctuation in the value of Basel 11T level 1
securities which are classified as FVOCI. The interest rate and credit spread risk on these securities is negligible in
comparison to the Trust’s structural interest rate risk.

Market risk- Non-trading activities

Through its asset-liability management (ALM) activities, such as deposit taking and reinvestment of its funds, the
Trust has exposure to market risks, including structural interest rate risk.

Structural interest rate risk

Structural interest rate risk is managed to preserve the Trust’s safety and soundness by limiting the vulnerability of
economic value of equity and net interest income to adverse interest rate movements.

The Asset and Liability Committee (“ALCO") provides oversight over market risk policies, limits, and operating
standards. Interest rate risk reports and profile are reviewed regularly by ALCO, risk management and the Board of
Directors. The structural interest rate risk policy defines the management standards and approved limits within which
risks to net interest income over a 12-month horizon, and the economic value of equity are to be managed. These limits
are based on immediate and sustained +100 basis points (bps) parallel shifts of the yield curve.

The following table provides the potential before-tax impact of an immediate and sustained 100 bps increase or
decrease in interest rates on projected net interest income and economic value of equity of the Trust’s structural balance
sheet, assuming no subsequent hedging. Calculations of these interest rate risk measures are based on management
assumptions for business and market factors. Business factors include assumptions about future pricing strategies and
volume and mix of new business, whereas market factors include assumed changes in interest levels and changes in
the shape of the yield curve. As part of the monitoring process, the effectiveness of the interest rate mitigation activity
is assessed on value and earnings bases, and model assumptions are validated against actual client behaviour. All
interest rate risk measures are based on interest rate exposures at a specific time and continuously change as a result
of business activities and the Trust’s risk management actions.

- —
October 31, 2020 : : L October 31, 2019

$ million |

. 1 up 100 bps down 100 bps! up 100 bps down 100 bps
Economic value of equity risk | . 39 ) (18)! - (22)
Net interest income risk i 62 - &) “. . as) ’ )

The following table provides a breakdown of financial assets and financial liabilities by the earlier of their rate reset or
remaining maturity dates. The table does not incorporate management’s expectation of future events where expected
repricing or maturity dates differ significantly from the contractual dates.
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$'000 October 31, 2020
Immediately Due between Due after
interest rate- Due within 3 3 and 12 Due between  more than 5 Non-rate-
Assets sensitive months months 1and 5 years years sensitive Total
Cash and due from banks ¢ 4415012 11,782,859 3,784,197 54,620 . - 20,036,688
Securities - 65,215 - - - - 65,215
Assets under reverse repurchase
agreements - 2,164,119 - - - - 2,164,119
Loans and advances to customers - 270,540 - - - ~ 270,540
Derivatives 737,524 - - - - . 737,524
Other assets - = - - - 272,703 272,703
Total assets 5,152,536 14,282,733 3,784,197 54,620 - 272,703 23,546,789
Liabilities
Deposits !
Business and other 17,940,269 - . - - - 17,940,269
Bank 2,064,778 - - - - - 2,064,778
Derivatives 742,667 - - - - - 742,667
Other liabilities - - - - - 1,221,586 1,221,586
Total liabilities 20,747,714 - - - - 1,221,586 21,969,300
Inmunediately Due between Due after
interest rate- Due within 3 3 and 12 Due between  more than 5
Net position sensitive months months 1 and 5 years years
On balance sheet sensitivity gap (15,595,178) 14,282,733 . 3,784,197 54,620 -
$°000 October 31, 2019
Immediately Due between Due after
interest rate- Due within 3 3 and 12 Due between  more than 5 Non-rate-
Assets sensitive months months 1and 5 years years sensitive Total
Cash and due from banks 3,935,611 ' 13,108,515 2,552,313 54,429 - - 19,650,868
Securities - 65,039 - - - - 65,039
Assets under reverse repurchase
agreements - 1,829,901 - - - - - 1,829,901
Loans and advances to customers - 312,973 - - - - 312,973
Derivatives 711,973 - - - - . - 711,973
Other assets © - - - - - 443,733 443,733
Total assets 4,647,584 15,316,428 2,552,313 54,429 - 443,733 23,014,487
“ Liabilities ‘
Deposits .
Business and other 17,551,588 76,716 - - - - 17,628,304
Bank 1,617,252 - - - - - 1,617,252
_ Derivatives 706,032 - - - - - 706,032
Other liabilities - - - - - 1,578,384 1,578,384
Total liabilities 19,874,872 76,716 - - - 1,578,384 21,529,972
Immediately Due between Due after
interest rate- Due within 3 3 and12 Due between more than5
Net position sensitive months months 1and 5 years years
On balance sheet sensitivity gap (15,227,288) 15,239,712 2,552,313 54,429 -
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c. Liquidity risk

Liquidity risk is the risk that the Trust may be unable to generate or obtain sufficient cash or its equivalent in a timely
and cost-effective manner to meet its commitments as they fall due.

The Trust’s balance sheet structure has inherently low liquidity risk; the principal source of funding, demand deposits,
is matched against short term investments with the RBC legal entity. The Trust monitors the composition of its deposit
base with respect to liquidity risk. ‘

The Trust’s objective is to put in place a liquidity management structure where day-to-day requirements are met and
protection is also available for unforeseen and potentially adverse events. Cumulative net cash flow analysis under
different liquidity scenarios is used as the main liquidity risk measure. These scenarios incorporate sensitivity to
deposit runoff and varying degrees of asset illiquidity. The assessment of the Trust’s liquidity position reflects
management’s estimates, assumptions and judgments pertaining to its current and prospective conditions, market
conditions and the related behaviour of its clients and counterparties. )

The ALCO oversees liquidity risk management, monitoring liquidity against approved limits. ALCO reviews the
Liquidity Management Policy and Pledging Policy, and provides recommendations for approval to the Board of
Directors. Liquidity measures are reviewed by ALCO and by the Board of Directors.

Guidelines for liquidity risk include two regulatory measures, the Liquidity Coverage Ratio (LCR) and the Net Stable
Funding Ratio (NSFR). The NSFR is scheduled for implementation by January 2021 in Canada. The Trust contributes
to the LCR /NSFR position of RBC. In addition, the Trust has been required to file a standalone LCR calculation to
OSFL, but no minimum LCR requirement has been set. However, through the Prudential Regulation Authority’s
oversight of the Trust UK Branch they have required the Trust to meet a minimum LCR requirement of 100%.

The Trust maintains strict limits on net open FX derivative positions. Derivatives contracts are entered into clients and
the resulting position is closed with high quality counterparties.

- The following tables analyse the Trust's non-derivative financial assets and liabilities and net settled derivative
financial liabilities into relevant maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.
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$°000 October 31, 2020
Breakdown of contractual cash flows
Due within3  Duebetween3  Due between]  Due after more
Non derivative financial assets . On demand months  and 12 months and 5 years  than 5 years (1) Total
Cash and due from banks 4,415,012 11,782,859 3,784,197 54,620 - 20,036,688
Securities - - 65,000 - - 65,000
Assets purchased under reverse
repurchase agreements - 2,164,119 - - - 2,164,119
Loans and advances 10 customers * - 270,540 - - - 270,540 °
Other assets . 72,771 166,649 43,967 5,085 ] 288,473
Total non derivative financial assets 4,487,783 14,384,167 3,893,164 59,705 1 22,824,820
Non derivative financial liabilities
Deposits )
Business and other 17,940,269 - - - - 17,940,269
Banks . 2,064,778 - - 2,064,778
Other liabilities ) 949,453 246,832 10,520 4,257 10,524 1,221,586
Total non derivative financial
liabilities - 20,954,500 246,832 10,520 4,257 10,524 21,226,633 |
Net position asset (liability) ) (16,466,717} 14,137,335 3,882,644 55,448 (10,523) 1,598,187
$°000 ) October 31, 2020
Derivatives

Due within 3

Due between 3

Due between 1

Due after more

On demand months  and 12 months and 5 vears  than 5 yéars (1) Total
Derivatives settled on a
gross basis (2)
Outflow - 156,471,867 4,066,565 - - 160,538,432 -
Inflow ) . - 156,466,727 4,066,615 - - 160,533,342
$'000 October 31, 2019
Breakdown of contractual cash flows
Due within3  Due between3  Due between1  Due after more
Non derivative financial assets On demand months  and 12 months and 5 years  than 5 vears (1) Total
Cash and due from banks 3,935,611 13,108,515 2,552,313 54,429 - 19,650,868
Securities - - 65,000 - - 65,000
Assets purchased under reverse
repurchase agreements - 1,829,901 - - - 1,829,901
Loans and advances to customers - 312,973 - - - 312,973
Other assets 136,678 259,370 71,255 5,066 1 472,370
Total non derivative financial assets 4,072,289 15,510,759 2,688,568 59,495 1 22,331,112
Non derivative financial liabilities
Deposits
Business and other 17,551,588 76,716 - - - 17,628,304
Banks - 1,617,252 - - - - 1,617,252
Other liabilities : 1,342,865 216,008 360 4,221 14,969 1,578,423
Total non derivative financial -
liabilities 20,511,705 292,724 360 4,221 14,969 20,823,979
"Net position asset (liability) (16,439416) 15,218,035 2,688,208 55,274 (14968) 1,507,133
$'000 October 31, 2019
Derivatives
Due within3  Duebetween3  Duebetween1 Due after more :
On demand months  and 12 months and 5 vears _than 5 vears (1) Total
Derivatives settled on a ’
gross basis (2)
Outflow - 120,125,112 4,428,268 - - 124,553,380
Inflow - 120,131,077 4,428,146 - - 124,559,223

(1) Includes amounts with an undetermined maturity.
(2)  Foreign exchange OTC derivatives held for trading.
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The balances in the above tables will not agree directly with those in the Trust’s balance sheet as the table incorporates,
on an undiscounted basis, all cash flows relating to principal and future coupon payments (except for trading assets
and derivatives). Trading assets and derivatives are included in the ‘On demand’ maturity grouping, and not by
contractual maturity,- because trading assets and liabilities are typically held for short periods of time. The
undiscounted cash flows potentially payable under financial guarantees and similar contracts are classified on the basis
of the earliest date they can be called. Cash flows payable in respect of customer accounts are primarily contractually
repayable on demand or at short notice.

d. Operational risk management

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes, people and systems
or from external events. The definition includes legal risk but excludes both strategic risk and reputational risk. The
Trust manages operational risk by ensuring appropriate infrastructure, controls, systems and qualified individuals are
in place throughout the organization and supported by an approved operational risk management framework. The
operational risk management framework encompasses a common risk language with enterprise-wide programs and
methodologies for the identification, measurement, control, management and monitoring of operational risks. The
framework is supported by independent governance processes, a code of ethics, risk- based internal auditing, and
corporate and business compliance activities.

Measurement

Operational risk is monitored through various mechanisms. The Trust has in place a formal process to proactively
identify, assess and monitor operational risks. In addition, other assessment programs are conducted in parallel.
Ongoing risk reviews of operations, including major projects and new products are also conducted to manage risks.

Operational risks are managed and mitigated, but cannot be totally eliminated as operational risk failures can and do
occur. Loss event data is. collected leading to a better understanding of the root causes of opcrahona] failures and
improved risk mitigation strategies.

To ensure controls are in place and operating effectively, internal audits are conducted on a regular basis. Any issues
raised are rated, with the key items addressed and resolved as a priority. Results of internal audits including the
monitoring of action plan completion are reported to the audit committee on a regular basis. Further, the Trust
appoints an external auditor to report on key internal controls covering the Trust’s core business - custody and fund
administration, in comphance with the relevant industry standard such as the International Standard on Assurance
Engagements 3402, “Assurance Reports on Controls at a Service Organization”. :

Business units also have measurements in place to monitor the delivery of key services to clients. Most of the
measurements are connected to operational performance. Any negative trends are addressed and reported for follow-
up.

Control -

The Trust manages operational risk by having the appropriate infrastructure, systems of controls, systems and people
in place throughout the organization. Supporting these activities are groups that focus on:

An independent risk management function: credit risk, operational risk, market risk are assessi ng risk on an ongoing
basis.

A Compliance function: Ensuring that the Trust meets all obligations resulting out of existing laws and regulations
Anti-Money Laundering (“AML"), Know Your Customer (“"KYC"), Protection of investors, etc.

Aninternal audit team that is independent from the business. The Internal Audit Services is headed by the RBC Chief
Internal Auditor, who reports functionally to the RBC Audit Comumittee through its Chair, and has direct access to the
Audit Committee. The Chief Internal Auditor also reports administratively to the President and Chief Executive Officer
of RBC.
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The scope of the internal audits extends to all activities and functions of the Trust and its branches.

A risk-based approach aligned to RBC’s Risk Pyramid is used to determine minimum audit coverage, timing and
resources. Internal and external developments and emerging risks, as well as regulator and management requests also
impact the audit coverage. Depending on the assessed risk level, the audit cycle for the various units are determined
with opportunity to accelerate the cycle when required by regulators.

Reporting

Regular reporting provides senior management, the Board of Directors and its delegated committees with an overview
of the Trust operational risk profile. This is obtained from risk identification and monitoring of various activities; and

reporting of any significant operational events and losses.

e. Capital adequacy

The Trust has complied with all the capital requirements imposed by OSFI during all periods presented. The Trust has
complied with the Basel III leverage ratio framework and disclosure requirements published by OSFl in October 2014

‘commencing with its first quarterly filing on January 31, 2015.

The Trust has a Capital Adequacy Ratio of 32.0% at the end of 2020 (2019: 26.9%).

Capital adequacy and regulatory capital are monitored by both senior management comunittees and the ALCO. The
calculation is based on techniques and approaches issued under the guidelines developed by the Basel Committee on
Banking Supervisions (“Basel Committee”) and the Committee of European Banking Supervision. Basel Capital
Adequacy Reporting (“BCAR”) is issued on a quarterly basis to OSFI.

Under the Capital Adequacy Requirements (“CAR-1") guideline, OSFI requires each bank/trust or banking/ trust
group to:

a) Maintain a ratio of total regulatory capital to the risk-weighted asset (the “Basel ratio”) at or above the
gulatory car g > :
internationally agreed minimum of 10.5%; and

(b) Maintain a Leverage ratio (“"LR"”) that exceeds the minimum level prescribed by OSFI.

By policy, the Trust maintains capital positions and ratios that exceeds minimum prescribed regulatory requirement
and internal limit. The regulatory capital can be composed of:

Tier 1 capital: Share capital, retained earnings and reserves created by appropriations of retained earmngs The carrying
amounts of intangible assets is deducted from the Tier 1 capital; and

. Tier 2 capital: Qualifying subordinated loan capital, collective impairment allowances.

The Trust has an internal capital plan to guide day-to-day capital management which is reviewed and approved by
ALCO and the Board of Directors. On an annual basis, the Trust assesses its risk appetite and risk capital requirements
to determine if there is a neéd to raise additional capital or the amount of excess capital available for distribution to the °
Parent Bank. The Trust defines the target capital arid calculates the projected capital levels and capital ratios for the
next financial year under different scenarios. A )
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Basel 111

The Trust complied with the Canadian Basel III guideline and reporting requirements for BCAR published by OSFI in

August 2012 commencing with its first quarterly filing on January 31, 2013.

Under Basel Il requirements:

f
Oxctober 31, 2020,

$000 { October 31, 2019
Gross Tier 1 Capital | 1,859,006 l 1,765,889
Total deductions Tier 1 { (275,513) (276,235)
1
Adjusted net Tier 1 Capital 1 1,583,493 i 1,489,654
Total capital and reserves (Eligible own funds) 1,583,493 1,489,654
Capital requirements:
Credit risk and counterparty risk 266,416 313,298
Operational risk 129,610 130,216
Market risk - -
Interest rate risk - -
Foreign exchange risk -1 -
Adjustment for Capital Floor (1) - -
Total capital requirements (1) f 396,026 | 443,514
i
Capital ratio: (1)
Eligible own funds 31.99% 26.87%
Capital requirements x 12.5 ¥
Leverage ratio l 6.10%§ 5.98%

(1) OSFI requires the application of a restriction on the amount of capital benefit that can be derived from the application of Advanced

Internal Rating Based approach.
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"21.  Leasing

a. The Trust as lessor
The Trust is not active in leasing as a lessor.

b.The Trust as lessee
The following table reconciles the Trust’s operating lease commitments at October 31, 2019 to the lease obligations
recognized on initial application of IFRS 16 at November 1, 2019.

$'000
Lease commitments disclosed as at October 31, 2019 ) ' 8,931

Less: recognition exemption adopted for short-term and low-value leases . (8,931)

Adjusted operating lease commitments as at October 31, 2019 .-
Discounted as at November 1, 2019 il .
Finance lease liabilities recognized as at October 31, 2019 ' { -

Lease liability recognized‘as at November 1, 2019 . I -

Impact of adoption of IFRS 16 - Leases previously classified as finance leases

The carrying amount of the right-of-use asset and lease liability at November 1, 2019 for leases previously classified as
finance leases under IAS 17 Leases was determined to be equal to the carrying amount of the lease asset and liability
under 1AS 17 immediately before the transition date.

Lease payments recognized in the income statement during the year:
) For the vear ended

October31,2020°  October 31, 2019

5
* $°000 |
Minimum lease payments i 4,138 § 10,581
Total ) b 4138 | 10,581

There was no contingent rent during 2020 and 2019 and there was no sublease income recognized in the income -
statement during 2020 and 2019.

The Trust has not contracted any finance leases Huring 2020 and 2019.
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22. Related party transactions

Related parties

Related parties include the parent company, RBC, associated companies, post-employment benefit plans for the benefit
of the Trust's employees, key management personnel, the Board of Directors of RBC (Directors), close family members
of key management personnel and Directors, and entities which are, directly or indirectly, controlled by, jointly
controlled by or significantly influenced by key management personnel, Directors or their close family members.

a. Related party transactions

$'000 . October 31, 2020 October 31, 2019
Parent Other related Parent Other related
company (1) RBC (2) parties (3) company (1) RBC (2 parties (3)
Balance sheet
Assets: .
Cash and due from banks - 19,826,920 26,836 - 19,472,706 2,344
Assets purchased under reverse repurchase agreements - 2,164,119 - - 1,829,901 -
Loans and advances to customers A o - - - - - -
Derivatives (4) ' - 35,482 495,944 . - 112,708 208,931
Other assets ' - 70,013 56,601 - 66,159 164,082
Liabilities: !
Deposits - 364,189 3,145 - 278,016 3,406
Derivatives (4) * - 302,276 206,224 - 88,999 447,736
Other liabilities ! - 390,681 118,407 - 206,335 109,363
Income statement .
Interest income . - 193,387 564 . - 397,106 (1,678)
Interest expense - (5,299) (181). - (3.376) (118)
Investment administration, custodial fees and other - 108,294 40,804 - 104,228 (4,394)
Foreign exchange revenue N - (309.465) 532,993 - 167,481 (532,452)
Securities lending comumission f - - (4‘456). - - (8,422)
Non-interest expense ! - (150,545) (26,051)" - (179,344) (10,063)
Off balance sheet
Derivative to receive at end of year (4) i - 38,890,930 76,168,778 - 27,909,930 53,864,391
Derivative to deliver at end of year (4) ! - 39,174,375 75,849,380 ° . 27,910,104 54,057,877
Derivative to receive highest amount during vear (4) ! . 41,460,257 79,193,693 - 35,017,941 60,162,134
Derivative to deliver highest amount during year (4) : - 41,132,231 79,213,600 - - 34901578 59,869,564
Foreign exchange spot transactions to deliver (4) ’ - 1,051,581 992,268 | - 1,097,812 820,901
Foreign exchange spot transactions to receive (4) ! - 1,051,635 992,286 - 1,098,807 821,050
Collateral received (5) V - 2,285,985 - - 1,854,471 -

Related parties include parties having the ability to control, jointly control or significantly influence the Trust.

(1) The immediate shareholder of the Trust, RBHI.

(2) RBCincludes RBC and RBC group entities (excluding RBHI).

(3) Relations with other related parties in the RBCIS group.

(4)  Spot and forward foreign exchange contracts and currency swaps for which the Trust entered into with RBC and RBC Investor Services Bank S.A.
to facililate client transactions. The disclosure of notional amounts as of the end of the year and the highest month-end notional amounls during
the year is considered the most meaningful information to represent foreign exchange lransactions during the yeas.

(5) Collateral received against reverse repo activities with RBC.
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22. Related party transactions (Cont’d)
b. Residual Profit Split

During fiscal 2019, RBC Investor & Treasury Services implemented the Residual Profit Split (RPS) model, which
effectively replaced various existing transfer pricing arrangements, and reflects an integrated business model across
the Investor Services business.

The RPS methodology applies transfer pricing guidance from-the Organisation for Economic Co-operation and
Development (OECD), and recognizes that custody banks generate profit by ensuring valuable synergy benefits are
extracted by utilizing economies of scale to enable operational efficiency and value creation. In line with the OECD
guidelines, residual profits generated from the entities within the Investor Services business operating jointly are to be
shared between them in proportion to their contributions.

c. Transfer of intangible assets

During fiscal 2019, the Trust entered into a revised Master Services Agreement and a Schedule to this Agreement with
an affiliated entity, resulting in the transfer of certain capitalized costs included in intangible assets, related to the
enhancement of an existing custody application for $50.million cash consideration.

d. Key management compensation

Key management personnel and RBC Directors

Key management personnel (KMP) are defined as those persons having authority and responsibility for planning,
directing and controlling the activities of RBC and its subsidiaries, directly or indirectly. They include the senior
members of RBC called the Group Executive (GE). The GE is comprised of the President and Chief Executive Officer
and individuals that report directly to him, including the Chief Administrative Officer, Chief Financial Officer, Chief
Human Resources Officer, Chief Risk Officer, and Group Heads for RBC Ventures & Corporate Development, Wealth
Management, Insurance, and Investor & Treasury Services, Capital Markets, Technology & Operations; and Personal
& Commercial Banking. The GE is ultimately responsible for all material decisions of RBC. The GE is also responsible
for establishing the overall strategic direction of the RBC Group and, in that regard, sets global parameters for the RBC
. Group within which the board of directors and management of the Company exercise their respective discretion to
‘make decisions concerning the strategic direction and day-to-day management of the Company. ]
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22.  Related party transactions (Cont’d)

Compensation of key management personnel and RBC Directors

For the year ended (1)

i)
$ million + October 31, 2020 (2) October 31, 2019
Salaries and other short-term employee benefits (3) ; 21} 26
Post-employment benefits (4) ! 2 2
Share-based payments I 32 44
: ! 55 4 72

(1) KMP and RBC Directors received their remuneration from RBC. No direct compensation is charged to the subsidiary by RBC in respect
of the services provided.

(2) During the year ended October 31, 2020, certain RBC executives who were members of the Bank's Group Executive as at October 31,
2019, left the Bank and therefore, were no longer part of KMP. Compensation for the year ended October 31, 2020, attributable to the
former RBC executives, including benefits and share-based payments relating to awards granted in prior years was $27 million.

(3) Includes the portion of the annual variable short-term incentive bonus that certain executiveés elected to receive in the form of DSUs. RBC
Directors receive retainers but do not receive salaries and other short-term employee benefits.

(4) RBC Directors do not receive post-employment benefits.

" Stock options, stock awards and shares held by key management personnel, RBC Directors and their
close family members

$ million Qctober 31, 2020 (1) Qctober 31, 2019
1 No. of units held, Value® No. of units held Value
Stock options (2) i i 1,912,482 15" 2,372,714 51
Other non-option stock based awards (2) . 869,756 81 1,481,096 157
RBC common and preferred shares i 206,652 191 463,362 49
| 2,988,890 115 J 4,317,172 257

(1) During the year ended October 31, 2020, certain RBC executives who were members of the Bank's Group Executive as at October 31,
2019, left the Bank and therefore, were no longer part of KMP. Total shauholdmgs and options held upon their departure was 1,600,184
units, with a value of $91 million.

(2) RBC Directors do not receive stock options or any other non-option stock based awards.

Transactions, arrangements and agreements involving key management personnel RBC Directors and

their close family members

In the normal course of business, RBC provides certain banking services to KMP, RBC Directors, and their close family
members. These transactions were made on substantially the same terms, including interest rates and security, as for
comparable transactions with persons of a similar standing and dld not involve more than the normal risk of repayment
or present other unfavourable features

As at October 31, 2020, total loans to KMP, RBC Directors and their close family members were $6 million (2019: $8
million). RBC had no stage 3 allowance or provision for credit losses relating to these loans as at and for the year ended
October 31, 2020 and October 31, 2019. No guarantees, pledges or commitments have been given to KMP, RBC Directors
or their close family members.

Pension Plan

Since the inception of the Defined Benefit Pension Plan (“the Plan”), the Trust (“the Plan sponsor”) has incurred various
expenses related to the administration and operation of the Plan. Commencing in 2008 the Fund of the Trust’s pension
plan (“the Fund”) is to pay all reasonable and bona fide expenses related to the auditing of the Fund, preparation of
actuarial valuation reports, investment management fees and third party fees related to member communications.

As at October 31, 2020, the Trust had a receivable of $887 thousand (2019: $887 thousand) and $39 thousand>(2019: $39
thousand) for investment management and audit fees respectively from the Plan, representing the amounts paid on
behalf of the Plan for the years 2008-2010 by the Trust. :

Since the inception of the Plan, the Trust has acted as the custodian for the assets of the defined benefit component of
the Plan and no custody fees have been charged.
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23. List of nominee and associate companies

Name Principal office address Amount (1)
Nominee companies:
RBC Investor Services Australia Nominees
Pty Limited (2) 2 Park Street, Level 47, NSW 2000 Sydney, Australia AUD 100
200 Bay Street, 12th Floor, South Tower, Toronto, Ontario,
Brant Investments Limited (2) M5J 2J5, Canada CDN 366
Rlverbank House, 2 Swan Lane, London EC4R 3BF, United
Roy Nominees Limited (2) Kingdom GBP 100
Associate company:
Riverbank House, 2 Swan Lane, London EC4R 3BF,
RBC Investor Services UK LLP United Kingdom GBP1

(1) Actual values of share capital, not reported in thousands of dollars.
(2) The Trust holds 100% of voting rights of the entities.

Nominee companies are used by the Trust to facilitate the segregation of client assets held in custody from assets owned

by the Trust in a corporate capacity.

Nominee and associate companies are accounted for at cost.

24. Commitments and other off-balance sheet arrangements

‘Regular way trades
. H
$'000 : * QOctober 31, 2020 Qctober 31, 2019
Notional amounts for foreign exchange spot transactions to be delivered ' 4,149,899 3,497,378
Notional amounts for foreign exchange spot transactions to be received 4,149,846 + 3,497,451

Collateral
a. Collateral “if collateral can be sold or re-pledged”

4
$'000 L October 31, 2020!

October 31, 2019

Fair values o(;

Fair values of

Fair values of . collateral Fair values of collateral
collaleral sold/ repledged 1 collateral sold/repledged

Financial instruments received as collateral (1) { 2,285,985 ) -1 1,854,471 -
Total ’ 2,285,985 - f 1,854,471 -

(1) Collateral was received in connection with reverse repurchase agreement and securities lending activities.

b. Financial assets pledged as collateral

Qctober 31, 2020

October 31, 2019

$'000 - l

- . !
Carrying amount - : | 45,174 i

45,031

Financial assets pledged as collateral consist of on balance sheet securities pled ged to guarantee settlement and other

dedicated activities accordmg to local regulations in 2020 and 2019.
Financial assets are pledged with the Canadian Depository Securities and Clearstream.

Other commitments

- - ‘
$°000 i QOctober 31, 2020

October 31, 2019

Securities lending indemnifications ! 67,095440

83,939,790
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24. Commitments and other off-balance sheet arrangements (Cont’d)

Securities lending indemnifications

In securities lending transactions, the Trust acts as an agent for the owner of a security, who agrees to lend the security
to a borrower for a fee, under the terms of a pre-arranged contract. The borrower must fully collateralize the security
loaned at all times. The Trust may provide an indemnification to securities lending customers to ensure that the fair
value of securities loaned will be returned in the event that the borrower fails to return the borrowed securities and
the collateral held is insufficient to cover the fair value of those securities. These indemnifications normally terminate
without being drawn upon. The term of these indemnifications varies as the securities loaned are recallable on demand.
Collateral held for the Trust securities lending transactions typically includes cash or securities that are issued or
guaranteed by the Canadian government, U.S. government or other OECD countries.
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25. Recovery and settlement of .on-balance sheet assets and liabilities

The table below presents an analysis of assets and liabilities recorded on the balance sheet by amounts to be recovered
or settled within one year and after one year based on contractual maturities and certain other assumptions outlined
in the footnotes below. As warranted, the Trust manages the liquidity risk of various products based on historical
behavioural patterns that are often not aligned with contractual maturities. Amounts to be recovered or settled within
one year, as presented below, may not be reflective of management’s long term view of the liquidity profile of certain

balance sheet categories.

$'000 i

October 31, 2020 October 31, 2019
‘Within one year  After one year Total, Within one year  After one year Total
Assets } 7
Cash and due from banks 19,982,068 54,620 20,036,688 ' 19,596,439 54,429 19,650,868
Securities i 65,215 - 65,215 E 65,039 - 65,039
Assets purchased under reverse ) :
repurchase agreement i 2,164,119 - 2,164,119 5 1,829,901 - 1,829,901
Loan and advances to customers (1) . 270,530 = 270,540 ; 312,973 - 312,973
Derivatives (2) i 737,524 L 737,524 711,973 - 711,973
Tangible assets i ‘ - 2,989 2,989, - 6,340 6,340
Goodwill and other intangible . ‘
assets : - 300,160 300,160 i - 290,878 290,878
Deferred tax assets | 1,537 (1,537) - E 2,746 2,344 5,090
Other assets ! 326,301 - 326,301 | 513,890 - 513,890
Total assets i 23,547,304 356,232 23,903,536 ' 23,032,961 353,991 23,386,952
Liabilities |
Deposits l
Business and other (3) 17,940,269 - 17,940,269 § 17,628,304 - 17,628,304
‘Bank ’ , 2,064,778 - 2,064,778 * 1,617,252 - 1,617,252
Derivatives (2) ! 742,667 - 742,667 | 706,032 - 706,032
Provisions and other obligations [ 19,715 45,698 65413 22,650 65,188 87,838
Deferred tax liabilities X 1,537 8,114 9,651 | - - -
Other liabilities ' 1,206,971 14,781 - - 1,221,752 ¢ 1,562,446 19,191 1,581,637
Total liabilities o 21,975,937 68,593 22,044,530 - 21,536,684 84,379 21,621,063

(1) Loans and advances to customers are assumed to be recovered within one year.
(2) Derivatives not designated in hedging relationships are presented as within one year as this best represents in most instances the short-

term nature of the trading activities.

(3) Business and other deposits are presented as within one year due to their being repayable on demand or at short notice on a contractual
basis. In practice, these deposits relate to a broad range of customer-types which form a stable base for the Trust’s operations and

liquidity needs.
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OSFI requires federally regulated trust companies to disclose prescribed information in either their Notes to financial
statements or in a supplementary report appended to the annual financial statements. The information required by
OSFI that is not disclosed in the Notes to the financial statements is included in the below supplementary disclosures.

Summary of risk-weighted assets (Basel I1I)

$'000

Oclober 31, 2020

Adjustment to net
exposure for

collateral  Net exposure after

(comprehensive credit risk Risk-weighted
Basel III Capital Adequacy Requirements Gross exposure approach) mitigation assets
Standardized approach
Drawn (overdraft and Deposit with Bank) 269,106 - 269,106 269,106
Repo-style transactions - -
OTC derivatives 796 - 796 796
Subtotal 269,902 - 269,902 269,902
AIRB approach (1)
Deposit with Bank (2) 19,996,388 - 19,996,388 1,073,320
Repo-style transactions 69,230,201 (64,826,700) 4,403,501 742,403
Securities - debt 49,995 - 49,993 524
OTC derivatives 3,117,331 - 3,117,331 437,285
Committed Facilities - - - -
Adjustment to AIRB risk-weighted asset for
scaling factor - - - 135,211
Subtotal 92,393,915 (64,826,700) 27,567,215 2,388,743

Other assets not included in standardized

Weighted average of risk

or AIRB approach (1) On-balance sheet assets weights Risk-weighted assets
Building and equipment, less accumulated

depreciation 2,989 100% 2,989
Deferred tax assets - 250% -
Other assets (at 100%) 352,494 100% 352,494
Other assets (at 20%) - 20% -
Other assets (at 0%) 242,205 0% -
Unrealized gains on derivatives 737,524 0% -
Goodwill 88,305 0% -
Subtotal 1,423,517 - 355,483
CVA (3) 316,070 316,069
Total risk Weighted assets for credit risk 3,330,197
Standardized approach for minimum

capital required for operational risk
Risk-weighted assets for operational risk 1,620,125
Adjustment for Capital Floor -
Total risk-weighted assets 4,950,322

(1) Advanced internal rating-based.
(2) Includes committed credit facility.

(3) OSFl requires the application of the CVA capital charge effective January 1, 2014. To ensure an implementation similar to that in other
countries, the CVA capital charge was phased in over a five year period beginning 2014 and ending December 31, 2018, in accordance
with two possible options. Under the option selected by RBC, Option 1, where CV A increased RWA for purposes of calculating CET1,
Tier 1 and Total capital ratios, and the Trust used 100% in 2020.
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$°000

October 31, 2019

Adjustment to net
exposure for

collateral  Net exposure after .

(comprehensive credit risk Risk-weighted
Basel 111 Capital Adequacy Requirements Gross exposure approach) mitigation assets
Standardized approach
Drawn (overdraft) 217,163 - 217,163 216,945
Repo-style transactions -
OTC derivatives 2,651 - 2,651 2,651
Subtotal 219,814 - 219,814 219,596
AIRB approach (1) .
Deposit with Bank 2) 19,722,596 ) 19,722,595 1,296,271
Repo-style transactions 85,891,287 (79,495,562) 6,395,725 1,022,409
Securities - debt 54,908 : - 54,908 713
OTC derivatives 2,664,369 - 2,664,369 470,637
Committed Facilities - - - -
Adjustment to AIRB risk-weighted asset for
scaling factor ] - - - 167,401
Subtotal 108,333,160 (79,495,563) 28,837,597 2,957,431

Other assets not included in standardized

Weighted average of risk

or AIRB approach (1) On-balance sheet assets weights Risk-weightéd assets
Building and equipment, less accumulated

depreciation 6,340 100% 6,340
Deferred tax'assets - 250% -
Other assets (at 100%) 472,409 100% 472,409
Other assets (at 20%) 93,745 20% 18,749
Other assets (at 0%) 179,322 0% -
Unrealized gains on derivatives 711,973 0% -
Goodwill 88,305 0% -
Subtotal 1,552,094 - 497,498
CVA(3) 241,700 100% 241,700
Total risk weighted assets for credit risk 3,916,225
Standardized approach for minimum
" capital required for operational risk
Risk-weighted assets for operational risk 1,627,700
Adjustment for Capital Floor -
Total risk-weighted assets 5,543,925

(1) Advanced internal rating-based.
. (2) Includes committed credit facility

(3) OSFI requires the application of the CVA capital charge effective January 1, 2014. To ensure an implementation similar to that in other
countries, the CVA capital charge was phased in over a five year period beginning 2014 and ending December 31, 2018, in accordance with
two possible options. Under the option selected by RBC, Option 1, where CVA increased RWA for purposes of calculating CET1, Tier 1 and

Total capital ratios, and the Trust used phased-in scalars of 72%, 77% and 81% respectively in 2019.
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Leverage ratio common disclosure template

$ millions

Qctober 31, 2020 October 31, 2019

On-balance sheet exposure

On-balance sheet items (excluding derivatives, Securities financing transaction exposures
(SFTs) and grandfathered securitization exposures, but including collateral)

(Deductions of receivables assets for cash variation margin provided in derivatives
transactions) ’

(Asset amounts deducted in determining Basel III transitional Tier 1 capital)

21,001,893 20,834,906

(69.624) (142,184)
(275,513) (276,235)

Total on-balance sheet exposure (excluding derivatives and SFTs) (sum of lines 1 to 3)

20,656,756 20,416,487

Derivatives exposures

Replacement cost associated with all derivatives transactions (i.e., net of eligible cash variation

5 'margin)

10
11

Add-on amounts for PFE associated with all derivatives transactions

Gross-up for derivatives collateral provided where deducted from the balance sheet assets
pursuant to the operative accounting framework

(Deductions of receivables assets for cash variation margin provided in derivatives transactions)
(Exempted CCP-leg of client-cleared trade exposures)
Adjusted effective notional amount of written credit derivatives

(Adjusted effective notional offsets and add-on deductions for written credit derivatives)

[

1,032,534 996,975
2,087,539 1,670,816

12

Total derivative exposures (sum of lines 5 to 11)

3,120,073 2,667,791

13
14

16

Securities financing transaction exposures

Gross SFT assets recognized for accounting purposes (with no recognition of netting), after
adjusting for sale accounting transactions

(Netted amounts of cash payables and cash receivables of gross SFT assets)
Counterparty credit risk (CCR) exposure for SFTs

Agent transaction exposures

2,164,535 1,830,022

17

Total securities financing transaction exposures (sum of lines 13 to 16)

2,164,535 1,830,022

18
19

Other off-balance sheet exposures
Off-balance sheet exposures at gross notional amount

(Adjustments for conversion to credit equivalent amounts)

20

Off-balance sheet items (sum of lines 18 and 19)

21

All-in basis (Required by OSFI)
Tier 1 capital - All-in basis

Total Exposures ( sum of lines 4,12,17 and 20) - All-in basis

1,583,493 1,489,654

25,941,364 24,914,300

23

Leverage ratio - All-in basis

6.10% 5.98%
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