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December 18, 2018

Independent Auditor’s Report

To the Shareholder of
RBC Investor Services Trust

We have audited the accompanying financial statements of RBC Investor Services Trust, which comprise
the balance sheet as at Qctober 31, 2018 and the income statement, statement of comprehensive incone,
statement of changes in shareholder’s equity and cash flow statement for the vear then ended, and the
related notes, which comprise a summary of significant accounting policies and other explanatory
information

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordanee with International Financial Reporting Standards as adopted by the International Accounting
Standards Board, and for such internal control as management determines is necessary to enable the
preparalion of financial statements that arc free from material misstatement, whether due to fraud or
error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Canadian generally accepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. 'The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk asscssments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that arc
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

PricewaterhouseCoopers LLP
PwC Tower, 18 York Sireet, Suite 2600, Toronto, Ontario, Canada MsJ 0B2
T +1 416 863 1133, F: +1 416 365 8215, www . pwe.com/ea

"PwC' refers to PricewaterhouseCoopoers | L P an Ontario imited hrability partnership
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
RBC Investor Services Trust as at October 31, 2018 and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

%WW L2~

Chartered Professional Accountants, Licensed Public Accountants



RBC Investor Services Trust

Balance sheet

As at

000 Note October 31, 3018 October 31, 2017
Assets
Cash and due trom banks 7 18,834,470 22,070,832
Securities 8 635,039 65,153
Assets purchased under reverse repurchase agreements L801LULE 1,853,513
Loans and advances to customers 205,078 228,244
Derivatives 16 383894 384,467
Tangible asscts 9 8,632 10,383
Goodwill and other intangible assets 18 153,688 209,712
Deferred tax assets 6 - 7,673
Other assets 11 497,334 480,796
Total assets 22 251,766 25,310,795
Liabilities
Deposits

Business and other 12 16,720,863 21,541,562

Bank ) 12 1,600,169 938,049

18,327,032 22,499,611

Denvatives 16 IR7.094 381,408
Provisions and other obhgations 13 41492 52175
Deferred tax habilities I3 56 R
Other liablities 14 1,335,820 598,182
Total liabilities 20,291,494 23,531,376
Equity
Subscribed capital 17 663,162 661,162
Retained earnings 1,273,732 1,106,482
Other components of equity 25,348 11,775
Tatal shareholder's equity e 196,272 1,779,419
Taotal liabilities and equity 22,251,706 25,310,795

The accounts were approved by the Board of Directors on December 18, 2018 and signed on its behalf by:

e

VRV
Director\ /

0 Mraly {ﬁvfﬁ“\—

‘The accompanying Notes are an integral part of these financiai statements

Director



RBC Investor Services Trust

Income statement

For the vear ended

_ﬂﬂ)oo . Note Xtober 31, 2018 October 31, 2017
]l‘lle_rc_ﬁl' m(mrnin’r - o R 3 339 Ay 228,3;9 |
rliterusl expense 3 (176 295) (80,603)
Net mterest uwome 103,302 147,776
Non-interest income
Investment adnunustration, custodial fees and other 449,927 443,562
Foreign exchange revenue 4 141,250 134,592
Securities lending comnussion 33,168 83,027
Nonanterest income o L 67, 345 661,181
_Prowvision for credit losses B 5 {170} (342)
Total revenues o 830477 808,615
Non-interest expensc
FHyman resources 13/15 {254 7536} (264.075)
Fquipment (1004 o) {108,293)
Qccupancy 134,973} {29401
Sub-custody 53,190 {47489y
Protessional fees 711073 (54,854
Amortization of ether intangibles 10 {18,306) (16.345)
Olher (B e (83,447
Non-interest expense (676,37%) (603,904
In¢come before income taxes 223,102 204711
Intome taxes . 6 {35,879) (54.228)
167,203 150,483

Net income

Statement of comprehensive income

[ or the yvear ended

5000

Owotober 31, 20HR

Oclober 31,2017

Netincome _ o _ 167,263 150,483
Other comprehensive income
Items that will be reclassified subsequently to income statement when specific conditions are met
Available tor sale mivestinents
- Unrealised gamns / (Josses) on available for sale 1 eStments - 10
_ - Income taxcs (3]
Tteme that wall be reclassified subsequently to mncome statement - 8
Total items that will be reclassified subsequently to income statement - 8
tems that will not be reclassified subsequently to income statement -
- Re-measmements of employ ee benefit plans gamns / (Iosses) 18407 20,153
- Income taxes 4.807% (5.260)
Total items that will not be reclassified subsequently to income statement 13,600 14,853
Other comprehensive income (loss) for the year, net of taxes 13,600 14,961
150,863 165.384

Total comprehensive income for the year attributable to equity holders of the parent

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



RBC Investor Services Trust

Statement of changes in shareholder’s equity

Lor the year ended October 31, 2018

$'000 Core sharcholder’s equiny Uthet c omponents nt egitt
Ay adable-
tor sale e Fmplosow total
X . Sulbwenbed Rartaned value boenoint shareholdor’s
Total shareholder’s cquily capital PArNINGS reseive plans Fotal Carihy
As at October 31, 2017 061,162 1106482 7 11.768 11.775 L779,419
Lransitional adjustment (Note 2) - (3 (7} - ) 41Y]
As at November 1, 2017 b 62 1,100,479 - 11,768 11,768 1,779,409
Changes in equity:
Dividends on common shates - . . . . -
Net income - 167,263 . - - 167,207
Other comprehensve mcome (loss) net of taxes - - B 13,660 12,000 13,600
As af October 31, 2018 661,162 1,273.742 - 25,268 25,368 1964 272
For the year ended October 31, 2017
$000 Core shareholder's equuty Other components of equits
i T Avadable-

for-sale far ~ Employee Total
. . Subscnbed Retaned value benetit shareholder’s
Total sharcholder's cqulty capital carnngs reserve plans lotal equiby
As at November L, 2016 661,162 1,055,999 (1) (3,125) (3.126) 1,714,035
Changes in cquity:
[hvidends on common shares - (100,000) - - - (100.000)
Netmeome - 150,483 - - - 150,483
Other comprehensive income (loss) net of taxes - - 8 14,893 14,901 14,901
As at Qctober 31, 2017 661,162 1,106,482 7 11,768 11,775 1,779,419

The accompanying Notes ate an mtegral part of these financial statements.



RBC Investor Services T'rust

Cash flow statement

For the vear ended

3000 Note Uvtober 3, 2008 October 31, 2017
Cash flow from operating activities
Net mcome 167,265 150.483
Adjustments for non-cash items and others:
Depreciation 9 2,570 281
Amortization of other intangibles 10 18,500 16,345
Provision for credit losses 5 170 342
Deferred mmcome taxes 6 2,930 (892)
Adjustments for net changes in operating assels and liabilities:
Cash and due from banks {term deposits) 1,798,962 2 494 940
Assets purchased under teverse 1epurchase agreements 52,502 (405.423)
Loans and advances to customers 22506 (126.040)
Dertvative assets (192,427} {260,149)
Deposits (4,172,574 {311092)
Dervative habilihes 205,086 157,774
Frovision and other obligations 13 il 3.396
Net accrued interest recevable and payable 15,599 3512
Unrealized losses arsing hiom changes m foreign currency a8 76
Other TO4 4% {162.607)
Net cash (used in) / from operating activities (1,372,073 1,621,596
Cash flow from investing activities
Net acquisition of tangible and other intangible assets 9/10 {03,3435) (44.360)
Net change i avatlable-for-sale secunties - (22,157
Net cash from (used in} investing activities {63,343} (66.517)
Cash flow from financing activities
Dividends paid - (100.000)
Net cash {used in) financing activities - {100.000)
Net change in cash and cash equivalents {1437 424 1.455.079
Cash and cash equivalents at the begainniag of the period 18,323,410 16 868,331
Cash and cash equivalents at the end of the period 7 10,885,990 18.323.410
Cash flow from Operating activities include:
Amount of interest 1ecerved 355,448 231,613
Amount of interest paid (176,007) (80.325)
Amount of ncome tax paid (44,303) (64.342)

(1} Ihere was no restiicted cash or cash balances with central banks in the years ended 2018 and 2017

The accompanying Notes arc an integral part of these financial stalements.
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Notes to the Financial Statements

R e A

T T S S |
e L T T =

20.
21.
22.
23.
24.

25,

General

Summary of significant accounting policies
Interest income and expense

Foreign exchange revenue

Provision for credit losses

Income taxes

Cash and due from banks

Securities

Tangible assets

Goodwill and other intangible assets
Other assets

Deposits

Provisions and other obligations
Other liabilities

Share based compensation
Derivatives

Subscribed capital

Fair value

PAGE(s)
6
6

16
16
16
17
18
18
19
19
20
21
21
27
27
28
29
29

Financial assets and liabilities subject to offsetting, enforceable master netting arrangements and

similar agreements

Risk management
Leasing

Related party transactions

List of nominee and associate companies

Commitments and other off-balance sheet arrangements

Recovery and settlement of on-balance sheet assets and liabilities

32
34
44
45
47
48
49



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 Busimess by the Office
of the Supermtendent of Financial Institutions Canada
("OSF1”) on October 26, 2005, The Trust's shares are not
quoted on a public market

The Trust is incorporated and headquartered in Canada.
F'he principal place of business is 155 Wellington Street
West, Toronto, ON M5V 313,

The Trust is indirecty wholly owned by Royal Bank of
Canada ("RBC”) and the Trust's immediate parent
company 15 Royal Bank Holding Inc. (“RBHI"),
mcorporated in Canada.

Investor & Treasury Services

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

RBC Investor & Treasury Services 1s 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 Bankmg, Investor Services and Treasury
Services.

As a core operating entity of RBC Investor & Treasury
Services, the Trust provides global custody, investment
admunstration 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 18, 2018,

2, Summary  of significant  accounting
3 g &
policies

a. Compliance with 1I'R5

I'he accompanyng financial statements of the Trust have
been prepared in accordance with International Financial
Reportmg  Standards  ("IFRS”) adopted by the
International Accounting Standards Board (“IASB”})
These financial statements are in conformity with OSF]
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.

¢. Current and future
developments

accounting,

Future accounting developments

TFRS 15 Revenue from Contracts with Customers

In May 2014, the [ASB issued IFRS 15 which establishes
the principles for reporting about the nature, amount,
timing and uncertainty of revenue and cash flows arising
from an entity’s contracts with customers The standard
provides a single, principles based five-step model for
revenue recognition to be applied to contracts with
customers excepf for revenue arising from items such as
{inancial instruments, insurance contracts and leases.
Accordingly, the majority of the Trust's revenue,
including net interest income, is not expected to be
impacted. In April 2016, the IASB issued amendments to
IFRS 15, which clarify the underlying principles of IFRS
15 and provide additional transitional relief on initial
application. IFRS 15 and its amendments will be effective
on November 1, 2018 for the Trust. The adopbon of [FRS
15 will not have a material impact on the Trust financial
statements

IFRS 16 Leases

In January 2016, the 1ASB issued IFRS 16, which sets out
the principles for the recogmtion, measurement,
presentation and disclosure of leases

Fhe standard removes the current requirement for
lessees to classify leases as limance leases or operating
leases by introducing a single lessee accounting model
that requires the recognition of lease assets and lease
liabilities on the balance sheet for most [eases. Lessees
will also recogmize depreciation expense on the lease
asset and interest expense on the lease liability in the
statement of income There are no significant changes to
lessor accounting aside trom enhanced disclosure
requirements RS 16 wdl be etfective on November 1,
2019 for the Trust The Trust ts currently assessing the
impact of adopting this standard on the financial
statements of the Trust,



RBC Investor Services Trust
Notes to the Financial Statements

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

d. Use  of estimates, assumptions  and
significant judgmeoents

Use of estimates and assumptions

In preparation of the Trust’s financial statements in
accordance with IFRS, management 1s required to make
subjective estimates and assumptions that affect
amounts reported on the financial statements as weil as
related disclosures. Estimates made by management are
based on historical experience and other assumptions
that are bcheved to be reasenable Key sources of
estimation uncertainty include: securities impairment,
determination of fair value of financial nstruments, the
provision for credit losses, derecognition of financial
assets, pensions and other pest-employment benefits,
income taxes, carrying value of goodwill and other
intangible assets, useful lives of langible and mtangible
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
liabilitics and the reported amounts of revenues and
expenses recorded during the period. Significant
judgments have been made in the following areas and
discussed in the relevant financial statement notes:

*  Fair value of financial instruments - Note 2(h)
"Financial assets and financial liabilittes” and Note
18 “Fair value”

* Goodwill and other intangibles - Note 2(j}
“Goodwill and other intangible asscts” and Note 10
“Goodwill and other intangible assets”

*  Income laxes - Note 2{m) “Income tax” and Note 6
“Income taxes”

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

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

= Provision for credit losses - Note 2(k} “Impairment
of non-financial assels” and Note 5 “Provision for
credil losses”

¢. 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 enfity
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 Ateach
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.
Hastorical 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 wvalue
adjustments for non-monetary items

f. Financtal Instruments

Changes in accounting policies

Durmg the first quarter, the Trust adopted IFRS 9
Financial Instruments (IFRS 9). As a result of the
application of IFRS 9, the Trust changed its accounting,
policies in the areas indicated below, and these new
policies were applicable from November 1, 2017, As
permitted by the transition provisions of IFRS 9, the Trust
elected not to restate comparative period  results;
accordingly, all comparative period information is
presented in accordance with previous accounting
policies, as indicated below Adjustments to carrying
amounts of financial assets and liabilities at the date of
initial application (November 1, 2017) were recognized in
opening Retained Earnings and Other components of
equity in the current period. 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.

Policies applicable beginning November 1, 2017
(IFRS 9)

Classification of financial assets (IFRS 9}

Financial assets are measured at initial recognition at fair
value, and are classified and subsequently measured at
fair value through profit or loss (“FVIPL”), fair value
through other comprechensive income (“FVOCI”) or
amortized cost based on our business model for
managing the financial instruments and the contractual
cash flow characteristics of the instrument



RBC Investor Services Trust
Notes to the Financial Statements

2. Summarv  of signiticant  accounting
policies (Cont'd)

Debt instruments are measured al amortized cost if both
of the following conditions are met and the asset is not
designated as FVIPL. (a} the asscl 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 niodel nssessment

The Trust determines the business models at the level
that best reflects how 1t manages portfolios of financial
assets to achieve its business objectives Judgment is
used n determining our business models, which is
supported by relevant, objective evidence including,.

* How the cconomic 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,

*  The significant risks affecting the performance of its
businesses, for example, market risk, credit risk, or
other risks as described m the Risk Management
section of Management’s Discussion and Analysis,
and the activilies 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.

* HTC. The objective of this business model is to hold
loans and sccurities to collect confractual principal
and interest cash flows. Sales are incidental to this
objective and are expected to be insignificant or
infrequent

*  HTC&S Both collectmg contractual cash flows and
sales are integral to achieving the objective of the
business model,

+  Other fair value business models. These business
models are neither HI'C nor HTC&S, and primarily

represent business models where assets are held-
for-trading or managed on a fair value basis.

SPP! assessment

Instruments held within a HTC or HTC&S business
mode] are assessed to evaluate if their contractual cash
flows are comprised of solely payments of principal and
nterest. 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 {or 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 thal are inconsistent with a
basic lending arrangernent, the related financial asset 1s
classified and measured at FVTPL..

Loans and advances to customers (IFRS 9}

.oans 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 provision for credit losses.

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

For loans carried at amortized cost, impairment Josses
are recognized at each balance sheet date 1in accordance
with an expected credit loss impairment model.

Allowance for credit tosses (IFRS 9)

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 nclude certam loans, reverse repurchase
agrecments, debt securities, interest-bearing deposils
with banks, and accounts and accrued interest
recewvable. ACI. on financial assets is presented net of
ACL. on the Balance Sheet

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



RBC Investor Services Trust
Notes to the Financial Statements

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

Securities (IFRS 9)

investment securities carried at amortized cost are
measured using the effective interest method, and are
presented net of any 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 1n
interest income. Impairment gains or losses recognized
on amortized cost securities are recorded in 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 sccurities in Non-interest income,

Policies applicable prior to November 1, 2017 (IAS
39)

Loans and advances to customers {1AS 39)

Loans and advances are not classified as trading, at
FVIPL, or AFS. They are carried at amortized cost and
are represented by short term advances to clients in the
form of overdraft facilities.

Provision for credit losses (IAS 39)

At ecach reporting date, and more ftequently when
conditions warrant, management evaluate the Trust’s
AFS securities to determine whether there 1s any objective
evidence of impairment. Such evidence includes: for debt
nstruments, when an adverse etfect on future cash flows
from the asset can be reliably measured; for equity
securities, when there 1s a significant or prolonged
decline m the fair value of the mvestment below 1ts cost.

For assets carried at amortized cost, an allowance for
impairment losses is recorded when there 15 objective
evidence that a fimancial asset or group of financial assets
is impaired.

Impairment losses are reported in the income statement
under “Provision for credit losses” Reversal of an
impairment loss 1s onhy allewed for monetary financial
assets and 15 analvzed on a case-by-case basis.

Impatrment tepresents the ditference between the asset’s
carryving amount and 1ts recoverable amount and is
atways recogmzed i the mcome stalement even tor AFS
securiies  For on-balance  sheet  items, impanrment
reduces, the asset’s carrving v alue.

For a monetatvy asset carried at amortized cost, the
recoverable amount is defined as being the present value

of expected future cash flows discounted at the financial
instrument’s original effective interest rate or current
interest rate for a variable interest rate instrument

For a monetary asset measured at fair value, the
recoverable amount of an instrument is the present vatue
of expected future cash flows discounted at the current
market rate of interest for a similar asset.

For an unqueted equity carried af cost because its fair
value cannot be reliably measured, the recoverable
amount is the present value of estimated future cash
flows discounted at a current market rate of return

For a quoted security carried at fair value, the recoverable
amount is the quoted price.

Expected future cash flows include amounts recoverable
{rom guarantees and collateral

Securities (LAS 39)

Securities are non-derivative investments that are not
designated as another category of financial asset and are
carried at fair value.

Foreign exchange gains or losses on AFS debt secunity
mvestments are recognized in the income statement.
Other fair value changes are recognized directly in
equity until the mvestment is sold or impaired and the
balance in equity is recognized in the income statement.

Policies under both IFRS 9 and IAS 39

Recognition of financial instruments (IFRS 9 and
IAS 39}

All “regular way” sales and purchases of financial
mstruments 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.



RBC Investor Services Trust
Notes to the Financial Statements

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

Derecognition of financial assets (IFRS 9 and IAS
39)

I'he Trust derecognizes a financial asset when the
contractual rights to the future cash flows from the asset
oxpire or it transfers the rights lo 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 1s recognized as an assel or a liability

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

Transaction costs (IFRS 9 and TAS 39)

Directly attributable transaction costs on all financial
assets and financial habilities, except for those classified
al FVTPL are part of the inihal 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 (IFRS 9 and 1AS 39)

A tinancial 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 ofl the
recognized amounts, and

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

Assets purchased under reverse repurchase
agreements (“reverse repos”) (IFRS 9 and IAS
39)

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

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

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 reccived under reverse repo
agrecments are not recognized on the balance sheet
unless the risk and rewards of ownership are obtained

Securities lending (IFRS 9 and 1AS 39)

Substantially all of the 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 1n securities lending
transactions is not recognized on the balance sheet. Cash
collateral provided is recognized on the balance sheet as
“Cash and due from banks” and 1s reported as collateral
given in Note 24.

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 1ts own behalf or on behalf of the owner of the
loaned security.

Cash and due from banks (IFRS 9 and IAS 39)

Cash and duc 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 (IFRS 9 and IAS 39)

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



RBC Investor Services Trust
Notes to the Financial Statements

2. Summarv of significant accoanting
policies (Cont'd)

Derivatives classification and measurement (IFRS
9 and IAS 39)

The Trust's derivatives activity mainly mcludes foreign
cexchange contracts and currency swaps All derivatives
are initially 1ecognized at fair value and are subsequently
measured at tair value.

Derivatives are reporled as an asset when fair value s
positive and as a hability 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 1n the income statement,

Financial liabilities (IFRS 9 and IAS 39)

Financiai liabilities are non-dervative 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 expensc (IFRS 9 and IAS 39)

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

T'he effective inlerest 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 fo the net carrying amount of the financial asset or
financial llability

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

Once an interest bearing financial asset has been written
down to its ostimated recoverable amount as a result of
an impairment lass, interest mcome is thereafter
recognized based on the rate of interest that was used to

discount the future cash flows for measuring the
recoverable amount.

Investment administration, custodial fees and
other

The Trust earns fees on investment admimistration and
custodial services to clients These are derived from
assets under administration (AUA) where the
investment strategy 1s directed by the client or a
designated third party manager.

Fees are recorded on an accrual basis, over the period in
which the service is provided, in non-interest income,
investment admimistration, 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.

Commnutment 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 ne lean is granted.

Fees that are earned on the execution of a significant
transaction are recognized as revenue when the
transaction has been completed.

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 liabilibes (including
derivatives), and include all realized and unrealized fair
value changes.



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of signiticant accounting
polcies (Cont’d)

i. Tangible assets

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

Cost ncludes expenditures that are duectlv attributable
to the acquisition of the asset

Depreciation 15 recogrized m the income statement
principally on a straight-line basis over the estimated
usetul lives of assets which are,

*=  Buildings 20-40 years

= i equpment 3-10 years

*  Fixtures and fittings 3-10 years

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

When parts of langible assets have different useful lives,
they are accounted for as separate 1tems {(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
meome Statement as other mcome under "Investment
administration, custodial fees and other.

i Goodwill and other infangible assets
Goodwill

Goodwill 15 an asset representmyg the future economic
beneflits arising trom other assets acquired in a business
combmation that are not mdividually identitied and
separately recognized

Goodwill is calculated based on the excess/ defictt of the
cost of acquisition over the interest in the net fair value of
the identifiable assets, llabihties and contingent habilities
of the acquirce at the tume the acquisilon 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.

When calculating the recoverable amount, judgment is
required as this calculation 1s 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 unats ("CGU")
to which the goodwill perfains 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 pertormance.

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 theur
valuation. The cost of capital percentage is generally
derived from a Capital Asset Pricing Model which
incorporates mputs reflecting a number of financial and
economi conditions, including risk-free interest rate and
a premium for the inherenl nsk of the business being
evaluated. These variables are subject to fluctuations m
external market rates and economic conditions beyond
manageiment’s control and therefore require the exercise
of significant management judgment and are
consequently subject to uncertainty.

Other intangible assets

Intangible assets mainly consist of internally developed
and acquired software

Expenditure on internally developed sottware s
recognized as an asset when the [rust is able to
demonstrate its intention and ability to complele the
development and use the software m a manner that will
generate future cconomic benefits, and can reliably
measure the costs to complete the development. Projects
tulfilling this requirement are qualified strategic projects
and ehgible for caputalization

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 asscts thal have linite

useful lives are measured at cost less accumulated
amoriization and accumulated impairment losses

12



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary of significant  accounting
policies {Conlt'dd)

Amortization 15 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 tor capitalized development costs
varies from 2 to 10 years

Subsequent expenditure is capitalized only when it
increases the future economic benefits embodied in the
spectfic asset to which il relates otherwise it 1s expensed.

Intangible assets are assessed for indicators of
impairment annually. The impairment review comprises
a comparison of {he carryving amount of the asset with its
recoverable amount, as described 1 Note 2(k}
lmpairment of non-finandial assets. Value in use is
calculated by discounting the expected future cash flows
obtainable as a result of the assets confinued use,
including those resulting trom its ultimate disposal, at a
market-based discount tate on a pre-tax basis.

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

* Deternunation of useful life and residual value

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

* Discount rate and terminal growth rate

K. Impairment of non-financial asscts

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 mdication 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
impatrment annually. If there is an mdication that an
mtangible assct may be timpaited, an mpaument test 1s
performed by comparing the carryving amount of the
intangible asset to its recoverable amount

For al] assets other than goodwill, impairment losses
tecogmized 1 priot perods are assessed at each
reporting date for any indications that the loss has
decreased or no longer exisls. An impairment loss is
reversed if there has been a change 1 the estumales used
to delermme the recovelable amount. An imparrment
loss 1s reversed onlv to the extent that the asset’s carrying
amount does not exceed the carrying amount that woulkd
have been delermined, net of depreciation or

amortization, if no impairment loss had leen
recognized,

Impairment of goodwill

The carrying amount of goodwill is tested for
impairment annually or more often when there are
indications  of impaurment For the purpose of
impairment testing, goodwill acquired in a business
combination is allocated to the CGLU that are expected to
benefit from the synergies of the combination The
lowest level of CGU 1s considered to be the Trust,
ncluding 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 nel assets, mcludmg
attributable goodwill, exceeds its recoverabie value,
goodwill 1s written-down for impairment [mpairmentis
charged to the income statement in the year m which
mpairment is identified. It is prohibited to reverse
impairment losses for goodwill.

The recoverable amount of a CGU 1s the greater of its
value m 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 assessiments ot
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 i 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, includmg the Trust
branches.

1. T.cascs

The Trust mainly enters into operating leases for the
rental of I'l equipment and premises. Pavinents made
under operating leases are recognized m the mcome
statement on a straight-line basis over the term of the
lease.

When an operating lease 15 termunated before the lease
period has expired, any payment to be made to the lessor
by way of penalty is expensed mn the period termination
takes place



RBC Investor Services Trust
Notes to the Financial Statements

2. Summary  of  sieniticant  accounting
&y b
policies (Cont'd)

m. Income tares

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 inciuded in the income statement.

Current income taxes is determimed 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. }t inclundes any adjustments to tax payable in respect
of previous ycars.

Deferred tax is provided in full, using the hability
method, on temporary differences arising between the
tax bascs of assets and fabilities and their carrying
amounts i the financial statements except for earnings
related to foreign operations where repatriation of such
amounts is not contemplated in the foreseeable future.
Deferred tax 1s not accounted for if it arises from the
mitial recognution of an asset or liability in a transaction
other than a business combination that, at the time of the
transaction, atfects nerther accounting nor taxable profit
or loss, Deferred tax s 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 1s settled.

Deferved tax assets are recognized to the extent that it is
probable that future taxable protit will be available
agamnst which the temporary differences can be utilized.
Deferred mcome tax is provided ou 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 difterence will not reverse in
the foreseeable future.

Changes i 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. I'mployce benetits

The Trust ofters a nuinber of defined benefit and defined
contribution plans for pensions and other benenits to
employees

Defined contribution pension plans

Obhgations 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 limijted to payments to a pension fund or to
an insurance policy on behalf of the employee.

Defined benefit pension plans

Defmed benetit 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 te 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 1s 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 veais;
{hat 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 vicld at the
reporting date of high quahty corporate bonds with
maturity dates approximating the terms of the
obligations.

The Trust determines.

* The amounts te be recognised m the Income
statement, being current service cost, past service
cost and gain or loss on settlement, and net mterest;
and

= The remeasurements of the net defined liability or
asset to be recognised in other comprehensive
income, being actuanal gains and losses, return on
plan assets, excluding amounts included mn net
nterest, and any change in the effect of the asset
ceiling, exduding amounts included in net inferest

14
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2. Summary of significant  accounting
policies (Cont'd)

Other long-term employee benefits

The Trust cffers a number of other long-term employee
benetits, The plans are uniunded.

The net obligation in respect ot long-lterm employee
benefits 1s the amount of future benefit that employees
have earned m relurn for their service m the current and
prior years. Such benefits are discounted to determine
their present value The discount rate 1s based on the
yield at the reporting date of credil-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.

Termination benefits

Termmation benefits are recognized as an expense when
the Trust 15 demonsirably committed, without realistic
possibility of withdrawal, to a formal detailed plan to
lerminate employment before the normal retirement
date.

Short-term benefits

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

A provision 1s recognized for the amount expected to be
paid under short-term cash bonus or profit-sharing plans
if the Irust 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

o. 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 estymated reliably and 1t is probable that an
oulflow of economic benefits will be required to settle the
obligation,

Where the eftect of time value is material, provisions are
determmed by discountng the expected fulure cash
flows at a pre-tax rate that reflects current market
assessments of the bme value of money and, where
appropriate, the risks specitic o the liability.

p- Financial guarantees

A financial guarantee contract is detined asa contract that
requires the issmer to make specitied payments to
retmburse the holder for a loss it incurs because a
specified debtor fails to make payment when due m
accordance with the original or modified terms of a debt
mstrument.

Where a contract meets the defiution above, it s
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 determmed to be the best eslimate of the
obligation when there is a probable cutflow of
resources, which will normally equal the amount of
potential loss (discounted if the effect is material).

The maximum credit exposure 15 represented bv the
maximum amount to be paid if the guarantee 15 called at
the reporting date.

q. Assets held on behalf of clients

Client assets, habilities, income and expenses arising
thereon are excluded from these Hnancial statements.

r. Cash and cash equivalents

For the purpose of the cash fTow statement, cash and cash
equivalents include highly liquid financial assets with
maturities of three months or less from date of
acquisition, including overmight and term deposits with
bank
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Notes to the Financial Statements

3, Interest income and oxXpoense
For the year ended
L Cletober 21, 2018 October 31, 2017
Interest income
Interest mcome on assets not at FVIPL
Cash and due from banks 2457, 558 207,663
Securitics 930 510
Assets putchased under reverse repurchase agieements 22,550 9,610
Loans and advances to customers 12,047 10,596
lotal 339,047 228,379
Interest expense
Interest expense on habihties notat1 v ITTL
Deposits {176.395) {80,603}
Taotal {176 3493} (80,603)
Not interest tncome 163,302 147,776

4. Foreign exchange revenue
For the vear ended
$000 Octobr 31, 2018 October 31, 2017
Net gans on foreigh exchange 142,610 135,782
Revaluation gans/(losses) . {1.%8) 11.190)
latal 141,250 134,592
3. Provision for credit losses
$ooe For the s car eaded Octoben 31 2018 For the vear ended October 31, 2017
Write Write

Specific impaitmeni __ Allowances backs  osses Recoveries folal Allowances backs  Losses Recoveries 1otal
Other assets (1) {170} - - - 1170) (342) - - - (342)
Total {170) - - - (170) (342) - - - {342)

(1} Other assets include chent recetvables that contribute to specific impaitment

There were no collective allowance in the years ended October 31, 2018 and October 31, 2017
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Notes to the Financial Statements

6. Income taxes
For the vear ended

$000 October 21, 2018 October 31, 2017
Current tax

Cunent year (35.503) (55,189)
Adjustments to pror vears 2.5%0 69
lotal (52,900} (55,120)
Deferred tax

Current yea {1,191} 2,638
Adjusbiments to prior vears (1.739) (1,746)
[otal {2,930) 892

Income tax expense

(33879

{54,228)

Tax relaling to each component ¢f Other comprebensive income can be found m the stalement of comprehensive

mcome

Reconciliation of statutory tax rate

For the vear ended

000 ) o ) o Uctober 31, 2018 Octaber 31, 2017
Profit before income tax 223,102 204,711
Statutory tax rate 26107 26 10%
Income tax expense at applicable statutory tax rate (58,229) {53,429)
Decrease/ (Increase) in imcome tax expense resulting from-

Tax effect of non-deductible expense 1,532 879
Adjustments in tespect of prior periods 857 (1,678)
Income tax expense {33.834%) (54,228)
Lifective tax 1ate 2503, 26 49%

The aggregate amount of temporary differences associated with the Trust's investment i its branches for which
deferred taxation has not been recogmsed in the financial statements is $nil (2017: $nil)
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6. Income taxes (Cont'd)

Deferred tax

Movements
I or the year ended

$°000 Uctobor 31 2018 Qeteber 31, 2017
Opening balance 7073 12,041
Movements during the year:

[tems recognized n the income statement (2,930} #92
Items that will not be reclassified subsequently to income statement {4,803) {5,260)
Other movements 4 R
Ending balance (506} 7,673
Deferred income tax derived from assets

Pensions 2,372 -
Langible and intangible assets {13,001) (9,035)
Subtotal {15.573) (9,035)
Deferred income tax derived from liabilities

Post rettrement and other emplovee benehits 3,456 6,357
Pension habilities - 775
Other non allocated and non appheable halnhties __ . 10061 B 9,576
Subtotal 13,317 16,708
lotal _ o {56) 7,673
7. Cash and due from banks

Analysis by nature

$000

Otober 11, 2018

QOctober 31, 2017

Nostro accounts
Demand deposits
Term deposits

T'otal cash and due from banks

1,342,763 3,094,560
12.543,227 15,228,850

o _ 1,948,480 o 3747442
18,834,470 22,070,852

Cash and cash equivalent

5000 Uctober 31 2100 Qctober 31, 2017
Cash and due from banks 18834470 22,070,852
Less.

lerm deposits (imitial maturity over 3 months) 1.948.480 3,747,442
Total cash and cash equivalent 16,585,990 18,323,410

8. Securilies

The following table provides the residual lerm Lo matunity of securities

Duewathin 6 Pue between e Lue after more

Undetermimed

October 31, 2018

October 31, 2017

$'000 Months and 12 months than | veas Maturly Lotal lotal
Canadian government deldt

Federal 65030 - - - 65,0739 65,155
Total 735,035 - - - 5,039 65,155
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Notes to the Financial Statements

9. Tangible assets
For the vear ended
5000 October 31, 2018 October 31, 2017
CHhce Office
hurnttuse andd furniture and
i easchold utlr Leasehold other
L o S . mpIovements eqULPIe Nt Total improvements equipment Total
QOpening cost 28,838 14,381 413,219 30,347 14,627 41,974
Additions 385 247 832 314 238 552
Disposals/ wrile-offs - - - (2,288) - (2,288)
I'ransfers {11; 13 - 460 {460} -
Foreign exchange translation {2¢) (27} {5%) 5 (24) (19
Closing cost 24,386 14012 43,998 28,838 14,381 43,219
Opening accumulated depreciation (15,932) (13,904 (32,8%) (18,050) (13,819) (31,869)
Depreciation charge (2,421 £1335) {2,576) (1,688) (318) (2,006)
Disposals/ wnte-offs - - 1,025 - 1,025
[ransfers - - - (219) 219 -
Foreign exchange translation 17 29 16 - 14 14
Closing accumulated depreciation (21,326 (1100 £35,360) (18,932) (13,904)  (32.836)
_Net book value s 382 gov2 9,906 a7 10,383

There were no asseis held under finance leases in the years ended 2018 and 2017

10, Goodwill and other intangible assets
For the vear ended

$'000 October 31, 200148 Qctober 31, 2017
lternally Other Internally Other
developed  muangible developed iniangmble
Carodw il Sofhwiie  assets il Total Goodwil! software  assets (1) lotal
Opening cost 131,170 241,208 18,255 390033 131,170 195,467 18,114 344,751
Additions - 539,765 5,122 64 BR7 - 45,955 141 46,096
T'ransfers - {374} - (374) - - - -
Foreign exchange translations - (282) 5] (2833 - (214) - (214)
Closing cost 131,170 00317 2%376 4548637 131,170 241,208 18,255 390,633
Opening accumulated amortization (82865)  (121,321)  (16733) (180.921) (12,865)  (105829)  (16,025) {164,719)
Amertization charge - (17,087} (R19)  (18.308) - (15,635) (710)  (16,345)
Foreign exchange translatrons - 252 - 252 - 143 - 143
Closing accumulated amortization (32,863) (1738.756)  (17.354) (1%9.175)  (42,865) (121,321)  (16,735) (180,921)

]

88,309 Inlonl 5.822 235,688 88,305 119,887 1,520 209,712

Net book value

(1) Other intangible assets consist of solw are hcenses putchased from third parties
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1L Goodwill and other intangible assets (Cont'd)

The Trust’s contractual commitments as at October 31, 2018 for external vendors to make mtangible assets teady for
use is $ 961 thousand (2017: $ 49 thousand), a portion of which will be expensed.

Goodwill impairment testing

Impairment test carried out for goodwill as at July 31, 2018 were based on the value in use ot the CGU identified in
accordance with Note 2k. The Trust including all Trust branches has been identified as the lowest level that goodwill
1s monitored tor internal management purposes

The recoverable amount for the CGU to which goodwill has been allocated was equal to its value m use at each testing
date in 2017 and 2016 The value in use was determined by calculating the discounted cash flow projections for the
CGU.

The cash flow projectiens for the CGL were based on forecasted cash flows for 2018 and strategiwc plans approved by
the Global Executive Committee for 2019 to 2023. The cash flow projections were discounted at a risk adjusted cost of
capital for the CGU The Jong-term growth rate used to extrapolate the cash flows to perpetuity reflects the market
assessment of growth and mflation for the countries where the CGU operates,

For reasonablity 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.

Cash-generating unit Grow th rate bey ond nutial
$'000 Coodwilt at October 31 208 1) Dscount rate (%) casit tow projections (7 ) (1)
The 'rust 88,305 90 3

(1} Nochange from 2017

Based on the considerations above and after comparing the recoverable amount with the carrving amount of the CGU,
no impairment ot goodwill was identified during 2018 and 2017

These key inputs and assumptions used to determine the recoverable amount of the CGU using value n use were
tested for sensitivity by applving a reasonably possible change to those assumptions. The discount rates were mcreased
by 1%, growth rate beyond inital cash flow projections were decreased by 0.5%, and future cash flows were reduced
by 10.0%. As al fuly 31, 2018, no change in an individual key input or assumption as described would result in the
CGU's carrying value exceeding its recoverable amount

11 Other assets

$'000 Ortober 31, 2018 Cxtober 31, 2017
Cash callateral 2UK,699 184,711
Accrued income 85,124 59,862
Accounts recetvable (1) 60,809 53,672
Accrued interest 30694 66,905
Deferred expenses 13,600 17,938
Current tax asscts 9.281 20,980
Cheques and other items in transit 1303 67411
Business taxcs bALYS 1,720
Other assets (2) 50,577 7,597
Total 497 351 480,790

(1) Accounts tecetvable include motied ivoices for services rendered to chents and related paity recervables, net of speatfic impanment of
% 1,151 thousand (2017 % 1.207 thousand)

{2)  Other assets include Pension assets of S104 million (2017 $ml) See Note 22
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Notes to the Financial Statements

12, Deposits

1remarmd Jernm  ctober 3, 2008 Demand Term Oxtober 31, 2017
$'000 depomts deposits Total deposits deposits Total
Business and other 16,619,379 107,484 16,720,867 21,476,889 64,673 21,541,562
Bank {606,169 1606, k69 958,049 - 958,049
T'otal 18,223,548 101,484 18,327,052 22,434,938 64,673 22,499,611
13, Provistons and other obligations

a. Analysis by nature

Uctober 31, 20HE

Cictober 31, 2017

$000

Defined benefit pension plans a4l 2,971
Other post-employment obhgations 20,903 24,360
Other long-term employee benefits 12,978 14,436
_Other provisions (1) 7018 10,408
Total 41,492 52,175

W

gestures)

All pension and non-pension plans are in Canada only.

Other provisions include severance, asset retirement obhhgation, htigation and operationel dosses (enors & omissions and commercial

Litigation. The Trust had no significant litigation claims outstanding for the years ended 2018 and 2017

b. Analysis of movements

Ciober 21, 2018

Qctober 31, 2017

w000
DetisIons Pensions
and and
other pemt- Othes other post- Other
vitplovment employve Oither employment  emplovee Other
plans hencfiis  provisions Tatal plans benefits  provisions Total
Opening balance 27,331 1443 10.408 52,173 42,474 13,689 12,769 68,932
Additional provisions 7876 7379 1130 25,485 9,529 10,023 11,826 31,378
Utilized durnng the year (5.837) 8,837 (13,521 28,2109 (4,519) (9,276) (14,187) (27,982)
Transfers (1) 10,415 - - 10,445 - - . R
Re-measurement of employce
benefit plans (gains)/losses (18,403 - - (i8.403) (20,153) - - (20,153)
Ending balance 214% 12,978 7018 41492 27,331 14,436 10,408 52,175

M

The tianster 1epresents the asset amount that was included in Other assets 1n 2018 See Note 11

Provisions for pensions and other post-employment benefits

The Trust operates funded detined benefit pension plans for qualifving employees. The defined benefit plans are
adnumstered by a separate pension fund that is legally separated from the Trust. The Trust also operates unfunded

post-employment medrcal coverage for qualitving employees.

Plan characteristics

The Trust sponsors a number of programs, which provide pension and post-employment benetits o eligible

emplovees.
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The defined benetit pension plans provide benefits based on years of service, contributions and average earnings at
retirement. All of the plans’ beneticiaries are located in Canada The Trust also provides supplemental non-1egistered
(non-gualified) pension plan for certain executives and senior management that are typically unfunded or partially
unfunded,

The defined contribution plan provides pension benefits based on accumulated employee and company contributions.
The compamy conttibutions are based on a percentage of employvees’ annual earnings and a portion of the company
contribution is dependent on the amount being contributed by the employee and their years of service.

The Trust measures the benefit obhigations and pension assets as at October 31 each year. All plans are valued using
the projected unit-credit method. The Trust funds the registered defined benefit pension plans in accordance with
actuarially determined amounts required to satisfy employee benefit obligations under current pension regulations

The primary other post-employment benefit plans provide health, dental, disability and life insurance coverage and
cover a number of current and retired employees who are all located 1n Canada. These plans are unfunded unless
required by legislation.

For 2(:18, total company contributions to the defined benetil pension plans, defined contribution pension plans and
other post-employment plans were $5,480 thousand, $7,358 thousand and $373 thousand (2017: $4,159 thousand, $7,286
thousand and $360 thousand), respectively. For 2019, total contributions to the defined benefit pension plans, detined
contribution pensien plans and other post-employment benefit plans are expecied to be approximately $3,094
thousand, $3,600 thousand and $633 thousand, respectively

Risk exposure

Bv their design, the defined henefit pension and other post-employment plans exposc the Trust to risks such as
investment performance, reductions in discount rates used to value the obligations, increased longevity of plan
members, tuture mflation levels impacting future salarv increases as well as future increases in health care costs By
closing the defined benefit pension and post-employment plans and migrating to defined contribution plans, the
volatility associated with risk exposures will reduce over time

The amount included in the balance sheet arising from the Trust’s obligation in respect of the defined benefit obligation
for pension and other post emplovment plans are as follows.

£000 etober 31, 2018 October 31, 2007
Detitiend Other post Defined Other post
beneitt  emplovment benefit  emplovment

pension plats plans Totel  pension plans plans Folal

A Amounts recogmzed m the balance sheet

Plans that are wholly unfunded and plans
that are whelly and partially funded

Present value of funded obligation 231059 20,903 236,961 239,636 24,360 26%,996
Fawr valuc of plan assets (239,913} - (239,91%) (236,663) - (236,665)
Net deficit / (surplus) (9.854) 20,905 11,051 2,971 24,360 27,331
Net lability / {asset) (9,854) 20,403 11,031 2,971 24,360 27,331
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Changes in fair value of plan assets and change in present value of benefit obligations

Movements in the present value and lair value of the defined benefit obligation for pension and other post emplovment

plans are as follows

$'000

Cetober 21, 2018

October 31, 2017

Dretined Uther post Defined Other post
benehit emplosment benefit  employment
pension plan plans [olal  pension plan plans Lotal

B _Change in fair value of plan assets
Beginning of the year 236,663 - 230,665 215,845 - 215,845
Interest income 8,556 B 8,336 7511 - 7,311
Remeasurement

Return on plan assets {excluding interest

ncome) (1932 I {1,971} 14,673 1 14,674
Employer contributions 3,480 72 3432 4,159 360 4,519
Plan participants” contributions 84 3 1199 805 325 1,130
Benefits paid (6,170} (738) {6,908} (5,838) (686) (6,524}
Other (520 - {3209 {290 - (190)
Faur value of plan assets at end of year 236,913 - 239,913 236,605 - 236,665
C Change m present value of benefit
obligation
Beginning of the year 239,636 24,360 263,996 233,781 24,538 258,319
Current service cost 2,756 K2 6,760 6,999 951 7,950
PPast service cost - - - (133) - (139)
Interest cost 8,489 843 9332 8,060 846 8,906
Plan participants’ contnibutions B34 365 L1499 305 325 1,130
Remeasurement

Actuanal (gamns) arising from

demographic assumptions (4,136} (1.356) (5.542) - (343) (343)

Actuarial (gains)/losses ansimg from

financial assumptions (14,831} (2.008) {16,859) (3,642) 181 (3,461)

Actuanal (gains)/losses ansimg from

expenence adjustments 511 (1,323} (L0 (394) (1,452) (1,846)
Benehts pard {6,170) {738) (h,908) (5,838) (686) (6,524)
Benefit obhgations at end of vear 230,059 20,905 250,964 239,636 24,360 26%,9%
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Pension and other post-ecmployment benefit expense

The follewing table presents the composition of the pension and cther post-employment benefit expense.

$000 Ocleber 31, 2018 October 31, 2017
Detined Othes post Defined Other post
bemehtt  employment benefit  emplovment

pension plans plans lotal  pension plans plans Total

[ Componenis of benefit expense

Current service cost 3,790 o4 0,760 6,999 951 7,950
PPast service cost - - - (135) - (135)
Net interest (income)/ expense (07} 843 ardd) 549 216 1,395
Remeasurement of other long term Benefits - (80) 1503 - (171) (171)
Admumstrabive expenses 324 - 320 490 - 490
Total expense 6,244 1727 7476 7,903 1,626 9,529

T'otal detined contribution expense for vear ended October 31, 2018 was $7,358 thousand (2017 $7,286 thousand).
Remeasurements

I he following table presents the composition of the remeasurements recorded in other comprehensive income

$'000 xctober 31, 20108 Qctober 31, 2017
Dermed Cther past Defined Other pust
benent emplovinent benefit  emplovment

pension plans plans Total  pension plans plans Total

I. Remeasurements
Actuaral (gains}/losses

Changes 1in demographic assumptions {4,188) (1,359} (3,345} - (3300 (330)
Changes 1 financial assumptions (14,851 {1.4958) {16,809} (3.642} 205 (3.437)
Experience adjustments 51t (1,492} (981) (394) (1,319) (1,713)
Return an plan assets (excluding interest
income) o 4,932 - 4,932 (14,673) - (14673
‘T'otal remeasurements {gains)/losses {13.394) {4,809) U8,40%) (18,709) (1,444} (20,153)

[nvestment policy and strategies:

Defined benefit penston plan assets are invested pradently in order to meet the [onger term pension obhgations at ¢
reasonable cost he asset mix policy was developed within an asset/liability framew otk

Factoirs taken into consideration in developmg the asset allocation include but are not linuted to the following:
(iy the nature of the underlying benefil obligations, including the duration and term protile of the labilities;
(i) the member demogtaphics, meluding expectations for normal retirtements, termmations, and deaths,

(i1} the financial posiion of the penston plans;

(iv) the diversification benefits obtamed by the mclusion of multiple asset classes: and

(v) expedded asset returns, mdduding asset and lability volatility and correlations
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Fo mplement the asset alloabon policy, the plan may Invest m equitivs, [ixed miome securtlies, alternative
investments and denvative mstiuments. The holdings in certain investments, including common shares, emerging
market equities, fined income securities rated lower than BBB and residential and commercial mortgages, cannot
exceed a detined percentage of the market value of the detined benefit pension plans assets. Deiivative instiuments
may be used as vither a synthetic investment to more etficiently rephicate the performance of an undetlying secunity,
or as a hedge against [inancial risks associaled with the undellymg portfolio. To manage the credit risk exposure,
ceanterparties ol the derivative mstruments are requued to meet minimum credit ralings and enler mito collateral
agreements, and counterparty exposures are monitored and 1eported to management on an ongoing basis

Defined benefit pension plan assets

The Iait value of the plan assets at the end of the reporting period for each category, are as jolows.

Fair value of plan asscts

Cuoted in active Quoted y active

S000 October 3], 2008 PN market % October 31, 2017 %% market %
I Fair value of plan assets
Fymity securities
- Domestic 253527 How 00 33,151 140% 100%
-loregn 38,017 24 4% REkd 58,150 24 6% 100%
Debt securities

- Domestic government bonds 49,264 2050 o 47,273 200% 0%

- Foragn government bonds 6,116 23% 17 6,647 28% 0%

- Corporate and other bonds 33,734 2347 0% 47,127 199% 0%
Alternative investments and other 14,635 18.6% 1375 44,317 18 7% 19%
T'otal 239,413 100” 37 . 236,603 100% 47%

The defined benenit penston plan assets are prmarily composed of equity and debt securities 'The equities and debt
securitics penerally have quoted market prices nan active market (Level 1), Other mchudes real estate, and derivative
financial instruments In the case of real estate, no quoted market prices are usually available (Lovel Z or Level 3) These
assets are either valued by an independent valuator or priced using observable market inputs

The allocation 1o equity securitics of the pension plans 1s 35.0% (2017: 38.6%) and the allocation to debt securifies is
46 4% {2017, 42,7%) and the allocation to Alternative investments and other is 18.6% (2017: 18.7%).

As al October 3L, 2018, the assels i lude $19 thousand (2017, $23 thousand) of RBC common shares having a fair value
of §1,797 thousand (2017 $2,292 theusand) and $937 thousand (2017: $784 thousand) of debt secutities, For the year
ended October 31, 2018, dividends recerved on the common shares held in the plan assets were 581 thousand (2017:
575 thousand).

Matarity profile

The lollowing table presen(s (he maturity prolile of the defined benefil penston plan obligation.

F000 o o o Oniober M 2018
G Maturity pr;m_lv

Number of plan participants 1,680
Actual benefit payments 2018 6,170
Benefits cxpected to be paid 2019 7 6l
Benefits expected to be paid 2020 8,233
Benefits expected 1o be pard 2021 QU7
Benefits expected to be pard 2022 9,670
Benefits expected 1o be paid 2023 10,676
Benefits expected to be paid 2024-2028 62,991
Weighted average duration of defined benefu (in years) 15 46
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Significant assumptions used in calculating the defined benefit pension and other post-employment expense

Discount rale

For the pension and other post-emplovment plans, all future expected benefit payments at each measarement date are
discounted at spotates from a derived Aa corporate bond yield curve ‘The denved cunve 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 Aq corporale bonds and Aa provincial bonds for periods greater than six years. Spot rates beyond 30 vears
are spt to equal to the 30 yeal spol rate The discount rate is the equivalent single rate that produces the same discount
valug as thal determuned using the entire discount curve This valuation methodology does not relv on assumptions
regardmg remvestment retuts

Rate of nicrease mn fudure compensation
The assumption for mereases in future compensation s based on the price inflation assumplion and compensation
policies 1n Canada, as well as relevant statutory and plan-specitic requirements

Healtiseure cost trend rates
Tealth care cost calculations are based on both short and long term trend assumptions established based on the

plan’s recent (rend experience as well as on market expectations

The prindipal assumptions used for the purpose of the actuaridl valuations were as follows

$'000 October 31, 2018 October 31, 2017
- Drebined {ther post- Defined Other posi-
bemefit emnployinent beneft employment
o o N B pension plan plans  pension plans plans
Mucggl_ﬂo_d average assumphons to deternune benefit obligation [
Discount rate 400% 4 00% 3 60% 3.60%
Kate of increase in future compensation 330 NA 330% NA
Iiealth care cost trend rates (1)
- Medical NA 30 NA 370%
- Dental NA 3, 14% NA 4.00%

{1y lor the Liust other post-employment plans, the 2618 asswned trend rates used to measure ihe expected benetits cost of the detined
benefit obhgatons ate also the ultimate rawes

Mortality asswmnptions are significant i neasurmg the ebhgations under the defined benetit plans. These
asstemptions have been selin accordance with current practices in Canada. Future longevity improvements have
been consudered and meluded where appropriate. The followmg table suninarizes the mortahity assumptions used
far the Trust’s defimed benefit plans.

In vears Occtobor 31 2018 COctober 31, 2017
Age 65 Age 45 Age 65 Age 45

Male  Female Male  lemale Male  I'emale Male  Female

[ Life expectancy at 65 for member currently at 37 241 247 2590 23.2 237 242 26

Sensitivity analvsis

Sssumptions adopted can Tuve a signiticant effect on the obligations and expense for defined benefit pension and
post-employment benefit plans, The mcrease (decrease) m obligabion below have been determined assuming
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all other assumptions are held constant In practice, this is unlikelv lo occur, as changes in some ot the assumptions

may be correlated. The following table presents the sensitivity analysis of key assumptions for 2018

5000

Cctober 31 218

Dofind benetyy
pension plans

{hor post
employment plan<

J Sensibivity analysis

Discount rate

Impact of 50bps increase in discount rate (16 849} (1.590)
Impact of 50bps decrease 1n discount rate 18,788 1,803
Rate of increasc in {uture compensaticn

Impact of 50bps increase in rate of increase in future compensation 1323 -
Impact of 50bps decrease 1n rate of increase in future compensation {£.308} -
Mortality ratc

Impact of an ncrease 1n longevity by one additional year 4,706 219
Health care cost trend rate

Impact of 100bps increase 1n health care cost trend rate NA 238
Impact of 100bps decrease 1n health care cost trend rate N {223

14.  Other liabilities

$'000 Lxkober 31 2018 October 31, 2017
Cheques and other items in transit 814,491 175,305
Accounts payable (1} 343,002 234,452
Accrued costs £4,208 38,409
Salaries and social charges payable 14,672 43,173
Business taxes (2) 1,401 10,777
Current tax liabilities 1,835 5,208
Accrued interest 999 611
Other 43,492 90,247
Total 1,735,820 598,182

(1} Accounts pavable mamly ncludes 1elated party payvablos See Note 22
{2} Basiwess tases consist of sakes fax

15, Share based compensation

The Trust offers share based compensation to certam key employees. The RBC share based compensation scheme was
ntroduced to the Trust kev emplovees during 2013, as part of the alignment with RBC,

Deferred share plans

The Trust offers perfermance deforred share award plans to ceitain kev employees which vest over a maxinium period
of three years Awards under the plans are deferred in the form of deferved share units and 1s pawd 1 cash A portion
of the award under some plans can be mcreased or decreased up to 25%, depending on the total shareholder return of
RBC compared with a defined peer group of global financial instituttons The value of the award paid will be equivalent
to the origmal award adjusted for dividends and changes n the market value of RBC's common shares at the time the
award vests.
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The Trust’s Habilities {or the awards granted under the deferred share plans are measured at fair value, determined

based on the quoted market price of RBC's conunon shares,

Obligations under deferred share plans

$'000 October 34, 2018 October 31, 2017
Limts Uruts

outstanding al outstanchng at

Uiks grranted the erd of the Uruts granted the end of the

dormg the year eai during the year vear

Wecighted Weighted

Number granted average fawr Cantving  Number granted average fair Carrying
. {thousands) value amount {thousands) value amount
Deferred share unit plans ug 10121 12,978 97 88 80 14436

Compensation expenses recognized under deferred share plans

For the vear ended

$000 {Oetober 721, 2018 October 31, 2017

Deferred share umt plan 7 . 7405 9,830

I6.  Derivatives

Ihe principal derivatives used by the Trust are exchange rate contracts. Particular attention 15 paid to the Hgquidity ot
the markets and products in which the Trust trades to ensure that there are no undue concentrations of activity and
nish. Durning 2018 and 2017 all derivativ es were tradimng derivatives,

Fxchange 1ate contiacts include over-the-counter (OTC) torward foreign exchange contracts, and currency swaps. A
forward forewgn exchange contract 1s an agreement to buy or sell a spedified amount of foreign currency on a specified
future date at an agreed rate. Cross curtenay swaps mvoh e the exchange ot fined pavinents i one currency tor the
recespt of fixed pavments in another curieney

4. Analysis by nature

$on0 October 21, 2018 October 31, 2017
B Assets Taabiltties Assets Liabilities
Dervatives held-for-trading 383,894 587,094 384,467 381,408
_lotal 385,894 587,094 384,467 381,408

b. Details of derivatives held-for-trading
Fhe amount shown as toreign exchange derivatives tepresents the fair value of derivatives O TC transactions entered
with the Trust's clients where the position 1 (kosed with a third counterparty

~ %000 Octobet 31, 2018 October 31, 2017

Notonal amount Notional amount

To receve Todelaver Assits Tibihoes  Toreceive  To deliver Assets Liablitics

Forcign exchange derivatives

Cross currency swaps 37160377 47422719 287,862 9573 36,612,562 36,785,756 186,043 330,309
l'oreign exchange forward rate

agreements 29,261,321 29.002.777 300,032 91364 18365213 18,189,149 198,424 51,099
lotal 6422898 76,423,496 383,894 587,04 54,977,775 54,974,905 384,467 381,408

Fhe wemarning lerm Lo maturily of the majority of the Trust’s detivatives is within one vear See Note 20 (0) 1 iquidih
nisk for the remanung term to matuety of the notional amounts
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Authorized
Unlimited number of common shazes, without nominal or par value

Issued and subscribed

By class of shares Oclober 21, 2018 Cctober 31, 2017

Number of common shares 1ssued and subscribed 1.050.303,854 1,090,303,851

18.  Fair value

bair value of a hnandial wstrument s the amount that wouold be received to sell an asset or paid to transter a habiliy
m an orderly transaction between market participants at the measurement date

Valuation

Loans and advances and customer borrowings
Fair value is calculated using discounted cash Tows

Secutities - Government bonds
Quoted matket prices are used for governiment bond instiuments and are based on curient bid prices Where markets
are acbive the sewurities are classitied as [evel 1 Where the markets are madtive the securities are clasmitted as level 2

Derivative assets and liabilities
For derivative asset and Lialnlities, fau value is determmned by valuation techniques based on miarket observable vield

curves,
Level 1 fair value measurements
These are derived from queted prices {unadjusled) in active marhets for identical linancial assets of financial liabilities,

Level 2 fair value measurements
These are derived trom quoted prices for similar instruments in an active inarket, or quoted market prices for wdentical
or sumular instruments ininac tive markets, or values using models where the inputs are observable

Level 3 fair value measurements
‘these are dern ed from valnation fechnigues that incfude inputs tor the tmandial asset or financial lrabihty that are not
based on observable market data {unobservable inputs)

Credil vajuation adjustment {CVA)

Valuation adjustments are recorded tor the credat rish of the Trust dervative portfoltos mv order to arriv e at their fan
values CV A takes mto account the Trust counterparties’ creditworthiness, the current and potential Fature mark-to-
market ol the transactions, and the eliects of credit mitigants such as master netting and collateral agreements. CVA
amounts are derved from estimates of exposure at detault, probability of default, 1ecovery rates on a counterparty
basss, and market and «1edit factor cortelations, Exposuie at default is the amounts ot expected derivative related
assets and abtirlies at the thne of detault, estimated through modelfing using underlving risk factors. Probability of
detault and recovery rate 1 generally implied from the market prices for credit protection and credst ratings of Lhe
counterparty Correlation 15 the statistical measure of how credit and maiket faclors may move i tefation to one
another, if any. Correlation is estimated using historical data and market data where avalable The impact was a gain
of 8288 thousand (2017 5240 thousand loss),

a, Brealkcdown of fair value of financial instruments carried at amortized cost

The tollowing table compares the carrvmg amount of tinancial instruments recogrused at amorlised cost to thetr
eshmated fan valuoes.
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3000

(X tober 34, 2018

arr value
alwavs

Lanving approxunates

faw salue
may not
approstmate

Tasr s alue measurements using

Folal fawr

amount canving CaTTy g
value (1) valuw {23 value lovell Level 2 Level s lotal
Financial assets
Cash and due from banks 18 B34, 470 16,855,940 2011.213 18897, 2(d - 2018214 2011214
Securines n5,0%9 - 63075 03 075 - oL 07 . 05,075
Assets purchased under reverse
repurchase agreement 1,801,011 L8GEOLL - TR0LOTE - - - -
Loans and adsvances to customers 203678 25,678 - 205,078 - - - -
Other financial assets 159,860 159,860 - 134,800 - - - -
_l‘otai 21,366,038 149,332,339 2.076,280 21,428,828 - 2,076,28% - 2,076,289
Financial liabilities
Depostts
Business and other 16,720,863 16,619 79 101765 16,721,114 - 101,76% - HHL 7R3
Bank 1ote 1o £ ik, 16y 1ot 1uf - -
i)tl‘lcr firancial liabilities 1,352,240 1,332,210 - 1,332,210 - - - -
| otal 19,639.27 19,557,788 NLTe5 19639537 - 104,765 - 101,763
$000 October 31, 2017

Fair value

Fair value

Fawr value measurements using

always may not
approximates  approximate
Carrying carrying carrving Total far
amount value (1) value (2) value Level 1 level 2 Level 3 Total

Financial assets
Cash and due from banks 22,070,852 18,323,410 3,832,694 22,156,104 - 3,832,694 - 3,832,694
Assets purchased under reverse
Tepurchase agreement 1,853,513 1,853,513 1,853,513 - - - -
[ pans and advances to customers 228,244 228,244 - 228,244 - - - -
Other financial assets 440,158 440,158 - 440,158 - - - -
Total 21,592,767 20,845,325 3,832,694 24,678,019 - 3,832,694 - 3,832,691
Financial liabilities
Deposits

Business and other 21,541,562 21,484,889 56,766 21,541,655 - 56,766 - 36,766

Bank 958,049 958,049 - 958,049 - - - -
Other iinancial Lialihbes 390,105 590,105 - 590,105 - - - -
lotal 23,089,716 23,033,043 56,766 23,089,809 - 56,766 - 56,766

(1) Lor francal assets and Babuities wath term to matuty Jess than 3 months, the tag value approamates catrying value
21 | or francal assets and habiities with teim to maturnity over 3 months, the fan value mav not approxmate carrving value
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b. Analysis of fair value of financial instruments carried at fair value

The tollowing table provides an analysis of linancial mstruments thal are measured subsequently to inittal recogmition
attair value on a recurning basis, grouped mito levels I t0 3 based on the degree to which the fair value 15 observable

$'000 Okctober 21, 2018 Oxctober 31, 2017
Lovel | Eovel 2 Level 3 Tolal Level 1 Level 2 Level 3 1otal

Asset

Secunties - - 65,155 . 65,155

Derivatives - 553,804 - GR3 894 - 384,467 - 381467

Total 583,894 - 383,894 - 449,622 - 449,622

Liabilities - -

Denvatives - 387 U6 387,091 - 381,108 - 381,408

fotal - 8T (9} - SR7091 - 181,408 - 381,408

¢. Transfer between level 1 and level 2 fair value hierarchy

Thete were no transters between level 1 and level 210 2008 and 2017,
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19,

and similar a greemen s

The lellowing table presents the etfects of oflseting and potential obtsctling ol financial assets and liabiiities,

Financial assets and liabilities subjoct to offsetting, enforceable master netting arrangerents

For assets purchased under reverse repuichase agreements and securities borrowed, the Trust holds highly rated
securities as coliateral These securilios can be offsel in case of detaull of the borrower, but are not 1ecognised on the

balance sheet.

For certam derivative counterparties master netting agreements are in place that allow for netting in (ase of default.
In addrien, for certein counterparties, colialeral is given or recewved This collaleral can be netted againsi deswvalive

transactions 1n case ot detaull

$eoo

Qctober 31, 2018

Financial assets subject

Amotnts subjedct i enforceable netfing arrangements

[#120
amount ot

Amotnd subject to master
uetting arrangement or
sinular agreenwnts bat do
not quabdy for offsetting on
the balance sheet (1)

et amount

Amourt of af fimancial

Armounts mat
cubyect to

Tetal amount

to Ufﬁmthng’ enforceable Hbdatw ial Hnancial assets fpact of erterceable recopmized
master nething assiets bojore Labiities  presensled on masler Financial neting oty the
arrangements and balance sheet  ottset on the the bainnce nething collaterals agreemants  balance sheet
similar agreements oifseitmg balance sheet sheet aglecmoeni recenned (2)  Nol amount (3 )
Assets purchased under

reverse repurchase

agreement 18 o2 - 1801102 - LB01,3602 - - 1,801 102

Denvative assets 1% 50 - 439,520 147 420 - 292,100 144, %74 583 894

] otal 2240 622 - 2,240,622 147,420 1,801,102 292,100 144374 2,384.996

000 Cxtober 31, 2017

Amounts subject to entorceable netting arrangements

Armount subject to master
netting arrangement or
simalar agreements but do
not qualify tor offsetting on
the balance sheet (1)

Amounts not

Financial assets subject Gross Net amount .
to offsetti forceabl amount ot Amount of  of financial subject to Total amount
¢ L_ setting, entorceable financial tinancial assets [mpact of enforceable recogruzed
master netting, assets before Liabihities  presented on master Fiancial nethng on the
arrangements and balance sheet  offset on the  the balance netting collaterals agreements  balance sheet
similar agreements __offsetting  balance sheet sheet agreement  recerved (2)  Net amount ) 4
Asscls purchased under

reverse repurchase

agreement 1,853,513 - 1,853,513 - 1,853,513 - - 1,853,513
Dervahve assels 276,438 - 276,438 108,853 - 167,585 108,029 384,467

L otal 2,129,951 - 2,129,951 108,853 1,853,513 167,583 108,029 2,237,980

i)
12}
5
5

Lwnanesal collateral i~ cetlected at tan value
shect eapostize, sl am ovet-collateraiizabion s excluded from the ahle
[cledes nonecash collateral of SL301 nubhon (2017 ST 854 nallon)

Reters to other Dulsteeal Bansacbion where we do met have anagpevient m place that permits telting woam ctecamstaiwes

reconcred o the ametots presented on e assocated Balance sheet e

Fhe amonnt of nanoal instiaments aud inaroal collaterats disolosed s Timuted to the net Dalooce

The netted amonnt of the nancial assets and Dabtlites togethur with the inancial assets and labilities not salgect w or sinudar anpangement, are
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Iinancial assets and habilities subject to

oftsetting

(54

arrangements and similar agreements (Cont’d)

enforceable mastor netting

$000

Cctober 31, 2008

Amounts subject to entorceable neltng prangements

Croes
anrmrt of

Financial habalities
hnangial

Nel amotuit

Aneunt of ot fnancal

Amgunt subyect to master
nelting arangement or
sumidar agreements but do
ot guahity (o1 uflm:ttmg T
the balance sheet (1}

Amounts not

subjoct to otal amount

subijoc -
K ﬂf]u‘t to offsettury, Liabilities tinancial habulities hinpact ot vngoiceable recoonized
enfurceable master before ansets offect  presented on master Pnaneial nethng on the
nethog arrangements balance sheel on the the balance nettiny colaterals agreements  balance shoet
and sumilar agreenients oftsettuty balance sheet sheet agreament pledged  Net amount (2 (3
Denvative hiabilities 293 983 - 295,983 147,420 - 148,563 291,11 587,004
Lotal 205 9RY - 295,982 147,120 - 148,363 291,111 587094
5000 e o Oxtober 31, 2017
Amounts subject to enforceable netting arrangements
Amaount subject to master
nethng arrangement or
smular agreements but do
not quahfy tor offseting on
the balance sheet (1)
(Gross
Financial liabihties amount of Net amoant Amoeunts not ]
subiect 1o offscttmg financial Amountof  of fmancial subject to  Total amount
; ﬂ_]‘-c O ot ' & lLabulities financial halalities Impact of cntorceable  recognired
enforceable master before  asscts offset  presented on master I'nancial nethng on the
chttmg arrangements balance sheet on the the balance netting collaterals agrcements  balance shect
and similar agreements offsethng  balance sheet sheet agreement pledged  Net amount (2) (3)
Denvative habihbies 279,414 - 279,414 108,853 - 170,561 101,994 381,408
I'otal 279,414 - 279,414 108,853 - 170,561 101,994 381,408
{1} Pimancad collateral i~ reflected at tawr value  fhe amount of financaal mstruments and fimancial collaterals disclosedd s bmaded to and amy over-

cullaterabizanon i« excluded rom the able

2
v

\
{

reconcted o the amounts presented on the associated balance shevt Tme

b Keters o other Blateral nansaction where we do not have an agrecment 10 place that pernines rettingg it ass Qecunmstan es
3o Lhe netted amount of he inanaal assets avd habilibes, logether wath the fioancial aseets andd habihiies not sabyect 1o or sinular arrangement, are
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20.  Rigk management

a. Credit risk
Credit visk 15 defined as the risk of loss due {o the inability or unwillingness of a countlerparty to talfil its payment
obligations Ciodit 1isk may be the result of operational, tinancial o1 mvestment activities

The frust manages and contiols concentrations of credit risk w henever they are sdentified, in particular to mdniidual
countetparts, counterparty groups, sectors and countries The Trust sets limils at the following levels counterparty
and single name, geograpluc (country and 1egion), and preduct and portfolio, where deemed necessary,

Organization

The Board ot Direc tors and senior immanagement risk commuttees work together to ensure a Credit Risk Framework and
supporting polictes, processes and procedures exist to inanage credat sk and approve related credit nsh limifs, Reporls
are distributed to the Board of Drrectors and senior management 1o keep them informed ot the Trust’s Risk Piotile,
incledmg trendmg wtormabon and signeficant credit risk 1ssues and shifts in exposures to ensure appropriate actions
van be taken where necessary.

Enterprise-wide crechit rish policies set out the minmuin requirements for the management of credit risk in a vanety
ot botrower, transactional and portfolio management contexts. Limils are used Lo ensure the Frust’s portlolio 15 well
diversitied, reduce concentration nsk and remam wathin the Trust's Risk Appetite famits are reviewed on a regular
basts taking mto account the business, econonuc, tmancial 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 mnvestment 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 credit facilities granted to its
institutional custody clients as well as cash balances with correspondent banks

The Trusi 1s exposed ko credit counterparty risk linked to OTC foreign exchange derivatives 1t contracts with 1ts
custody clhients and covers with market protessionals. Addilional 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 oft-balance sheet.

000 Clctober 21 2018 October 31, 2017
N crodat {ollateral Maximum credst Collateral
0;;\nsme LRIV od axposure receved
Cash and duce from banks 18,434,470 - 22,070,852 -
Securities 63039 - 65,155 -
Assets purchased under reverse repurchase
agreements LEDLOLE LEI5 878 1,853,513 1,854,788
LLoans and advances to customers 205.678 - 228,244 -
Derivatives (1) 583894 - 384,467 7,579
Other assets (2) 459, 868 - 440,158 -
lotal 21,949,932 £,815 878 25,042,389 1,862,367

{1)  Denvabves represent fasr value (mark-to-marhet) of foreign exchange contracts The collateral recetved covers exposure of $rul (2017

sntl thousand)
(2} Other assets 1epresent hnancial assets mainly comprised of chient and related party recewables, cash collaterdl, accrued mterest and

acur ued fee income

See Note 24 for Comnutments and other off-balance sheet arrangements
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Derivatives are entered mio with clients and positions are closed with third parties. The net position (derivative assets
and liabilities) in 2018 was net liability of $3,200 thousand (2017. net asset of $3,059 thousand)

Exposure by counterparty type

$000 Oetober 31 2018 Cctober 31, 2017
Category of counterparty type i %
Financial institutions 21,825,287 98 54 24,606,603 98 26
Canadian Government 58,4744 020 65,373 026
Investment funds 268,005 120 370,413 148
Total 22,231,760 1) (¢ 25,042,389 160 00
Exposure by geographical region
5000 Ogtober 31, 2018 October 31, 2017
Geography ki %
North America 21,687,821 97 47 24,658,802 98 47
T'uropean Union 492,645 221 266,531 106
Central and atin Americas 5120 nn2 8,298 063
Asia/Pacific 06149 130 106,500 043
Others 25 0 un 2.258 ol
Total 72251766 0,00 25,042,389 100.00

Collateral management

The Trust requires securities lending activities as well as some foreign exchange transactions to be performed on a
collateralized basis, Chient overdrafts are generally secured by a pledge on existing and future assets The extent of r1sk
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.

Ihe collateral received represents the cash and fair value of securities held against counterparty expesures 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 1ating models to rate counterparties and assign nisk parameters (Probabihity of Default
(“PD™), Loss Given Default ("LGD”) etc.)

Ociober 31, 2018

$000
Non mvestnwnd

AAA 0 AA A+ 1o BBB- srade Not rated otal
Debt and equity nstruments 38,216 - - - 38,210
Loans and advances and cash balances 20,576 358 164,073 73374 B 20 813,805
Dervatives 34,242 486,680 2,972 - 583,891
Other assets - - - 793,851 795,851
l'otal 20,728,810 630 757 70,340 795,851 272,25).766
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October 31, 2017

F0e0
Non mvestment

AAA O AA- A+ t0 BBB- grade Not rated Total
Debt and equity instruments 65,155 - - - 65,155
Loans and advances and cash balances 23,898,677 204,286 133,836 1,526 24,238,325
Dervatives 21,694 307,055 55,718 - 384,467
Other assets (1) - - - 341,561 341,561
l'otal 23,985,526 511,341 189,554 343,087 25,029,508

t1; Other assets excludes 511,674 thousand and $1,207 thousand telated to past due and impared financial assets respectively

In 2018 and 2017, the Trust did not have any financial assets with renegotiated terms that would otherwise be
considered past due or imparred

Past due and impaired financial assets
A hinancial asset 1s past due when the counterparty has failed 1o make a payment when contractually due
The following table summarizes the carrying amount of the Trust's financial assets that are considered past due or

impaited The table also provides an aging analvsis of past-due not impaired assets and collateral received on both

past due and impaired loans.

Ck fober 31, 2018

$000
Agang analvsis past
due but not rnpaired
linancial assets .
Canving amouit of Collateral recenved on
290 dars spectiically unpaed both past due and
. B <90 davs <I50 days =180 dava nnancial assets impatred loans
T.oans and receivables 12,492 1,143 82 1,151 -
Total 12,492 1145 82 1.151 -
F000 Qctober 31, 2017
Aging analysis past
due but not impaired
financial assets
Carrying amount of Collateral recerved on
>90 days specifically impaired both past ¢due and
<90 days <180 davs >180 davs financial assets inpaired loans
loans and receivables 8,430 2,199 1,045 1,207 -
Lotal 8,430 2,199 1,045 1,207 -

Collatera] 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 2018 and 2017
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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 proht and loss for tinancial reporting purposes, a direct impact on the Other comprehensive mcome
from securities that are classified as AFS, and an impact on the economic value of the firm from the structural interest
rate mismatch between banking book assets and liabilines 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
toreign 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 betore transferring the market risk to the fmancial market.

Market risk that impacts Other Comprehensive Income arises from market fluctuation n the value of Basel Il level |
securities which are classitied as AFS, The mterest 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 11s asset-liability management (ALM) activities, such as deposit taking and reinvestment of 1ts hunds, the
T'rust has expesure to market 1isks, including structural interest rate risk

Structural interest rate risk

Structural interest rate risk 15 managed to preserve the Trust's safety and soundness by limiting the vulnerability of
economic value of equity and net inlerest income to adverse interest rale movements

The Asset and Liability Committee (“ALCO") provides oversight over market risk policies, limits, and operating
standards, Interest rate nisk reports are reviewed regularly by ALCO, risk management and the Board of Directors.
The structural interest rate risk pohcy defines the management standards and approved limits within which risks to
net mterest income over a 12-month horizon, and the economic value of equity are to be managed. These hmits are
based on immediate and sustained +100 basis pomts (bps) parallel shifts of the vield 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 ate based on management
assumptions for business and market factors. Business tactors 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 vield curve. As part of the monitoring process, the effecliveness of the interest rate mitigation activity
is assessed on value and earnings bases, and model assumptions are validated against actual client behaviour All
nterest rate risk measures are based on interest rate exposures at a specific ime and continuously change as a result
of business activities and the Trust’s risk management actions

% mullion kober 31 2018 Qctober 31, 217

up 190 bps cown 108 by up 100 bps down 100 bps
Fconomc value of equity risk 2 (33) (5} (28)
Net mnterest income risk {14 o {21} 13

Ihe fellowing table provides a breakdown of financial assets and financial hiabilittes by the earlier of their rate reset or
remaining maturity dates. The table does not incorporate management’s expeclation of future events where expected
repricing or matutity dates differ significantly from the contractual dates
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Owtobor 31, 2018

£'000
Immediaich Due belween [ue altet
wterest rate-  Due withun 3 3 and 12 Ducbetween  more than 5 Norzate-
ASsets sensitive months months L and 5 years VORLS sensitive Total
Cash and due from banks 4,342,702 13,193,007 854,393 504,086 - - 1BZMAT0
Secunties B - 65,039 - - - 65039
AssCLs under reverse repurchase
agreoments - 1,807,011 - - - - 1,801,011
Lodans and ady ances Lo cuslomers - 295,678 - - - - 205,678
Dern atives 3R EG - . R . R 387,894
Other asscts - . - - 439,860 454 864
Total asscts 1,926,636 15,139,716 919,634 504 (86 - 159,860 21949952
Liabalihes
Deposits
Busiess and other 16,6149 379 1,484 1,008 - - - 16,720,863
Bank 1,600, 169 - - - - - 1,600,169
Dery atives 387,094 - - - - 387,084
Other habilities - - - - - 1,332,240 | 332210
_lotal habilities 18,812,042 Q] 484 T 000 - - 1,332,290 24 240, %6

Immediately

Due hetween

Due after

interest rate- Due withun 3 3oand 12 Ducebehween  more than 3
Net position SCASHHve months months T and 5 years yeais
On balance sheet sensitivity gap {17.885,980) 15,048,232 904,631 34 (86 -
$°000 QOctober 31, 2017
Immediately Due between Due after
nterest rate-  Due within 3 3 and 12 Duebetween  more than 5 Non-rate-
Assets sensibve months months 1 and 5 years years sensthve lotal
Cash and due from banks 3,094,559 15,928,850 1,812,606 1,234,837 - - 22,070,852
Securities - - - 65,155 - - 65,155
Assets under reverse repurchase
apreements - 1,853,513 - - - - 1,853,513
Loans and advances Lo customers - 228,244 - - - - 228,244
Derivatives 384,167 - - - - - 384,467
Other assets - - - - - 440,156 440,156
Tota] assets 3,479,026 18,010,607 1,812,606 1,299,092 - 140,156 25,042,387
11abilitics
Depusits
Business and othet 21,476,889 61,673 - - - - 21,541,562
Bank 938,049 - - - - - 958,049
Dervatives 381,408 - - - - - 381,408
7()(7hl‘r_|lglbl|lf_l(‘_§__ e . - o - - - . 590,105 390,105 _
Total habihities 22,816,346 04,673 - - - 590,105 23,471,124
Immediately Due between Due after
interest rate-  DDue within 3 3 and 12 Duebetween  more than 5
Net position sensitive months months 1 and 5 years yoars
On balance sheet sensitivaty gap (19,337,320) 17,945,934 1,812,606 1,299,992 -
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¢. Liquidity risk

Liquidity risk is the risk that the Trust may be unable te generate or obtain sufticient cash or its equivalent in a timely
and cost-effective manner to meet 1ts commitments as they fall due.

The Trust’s balance sheel 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 resped to liquidity risk.

The Trust's objective 1s to put in place a liquidity management structure where day-to-day requirements are met and
protection is afso available for unforeseen and potentially adverse events. Cumulative net cash flow analysis under
dafferent liquidity scenarios 15 used as the main liquudity risk measure. These scenarios incorporate sensilivity to
deposit runoff and varymmg degrees of asset illiquudity. The assessment of the Trust's liquidity position retlects
managenent’s estimates, assumptions and judgments pertaining to its current and prospective conditions, market
conditions and the related behaviour of its chents and counterparties.

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

Guidelines for liquidity risk include two regulatory measures, the Liqudity Coverage Rato (LCR} and the Net Stable
Funding Ratio (NSFR) The NSFR s scheduled for implementation by January 2019 in Canada. The [rust contributes
to the LCR /NSFR position of RBC. In addition, the Trust has been required to file a standalone LCR calculation to
OSFI, 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 stiict limits on net open FX derivative positions. Derivatives contracts are entered into clients and
the resulting position 1s closed with lugh guality counterparties.

The following tables analvse the Trust’s non-derivative financial assets and liabilities and net settled derivative
fmancial liabalities into relevant maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date The amounts disclosed 1n the table are the contractual undiscounted cash flows
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$000

Oxcteber 31, 2018

Breahdown of contraciual cash Aows

Due within 3

Due betweend  Due betweenl

Diue atter more

Non derivahve financial assets Ln doarsd months and 12 months atd 3 years than 3 vears (13 jolal
Cash and due trom barks 4,342,762 13,133,027 854,595 S04, 086 - 14,834,470
Securibies - - 63,004} - - 63,000
Assets puuchased wnder reverse
tepurchase agreements - LB0LOLE - - - L0011
T vans and ady ances to customers - M5 RTS8 - - - 205,678
Qthel assets 241,787 187,263 25,825 335,508 | 48K, 384
Total nan derivatis e financial assets 4,384,519 15,320,979 445,420 517,391 1 21,3%4,34%
Norn denvative hnancial habilities
Deposits
Business and other 16,619,374 91484 14,000 - - 16,720,863
Banks 1,606,109 - - - - 1,606,169
Other habilites 1089685 232,383 3,77% 4,020 2 ATS 1,332,392
Jotal non derivatiy ¢ hnancial
fhabihhes 19,315,733 JR 867 15,273 4,026 20473 19,659,374
Net position asset (liabikity) (14 730,684) 15023.112 Y929.647 533,568 {20474} 1735 164

$ 000

Oktober 31, 2008

Derivatives

Due wathm ?

Due between 3 Dhie between 1

Due after more

Onusdermand monthe  aned 12 months and 5 vears  than 5 v cars () Tatal
Detrvatives settled o a
gross bases (2)
Crutflow - 69,296,397 7,129,499 - - 76,425,490
Inflow - 69,204,148 7,428,750 - - 76,422,888
$000 ) - October 31, 2017

Breakdown of contractual cash flows

e within 3

Due between 3 Due between 1

Due after more

Non dern abive financial asscls On demand months  and 12 months and 5 vears  than 5 vears (1) ___ Total
Cash and due tronm banks 3,094,559 15,928,850 1,812,606 1,234,837 - 22,070,852
Securities - - - 65,000 - 65,000
Assets purchased under reverse
repurchase agrecments - 1,853,513 - - - 1,833,513
Loans and advances to customers - 228,244 - - - 228,244
Other assets 187,743 204,872 45,154 61,869 1 499,639
Total non ders ative tinancial assets 3,282,302 18,215,479 1,857,760 1,361,706 1 24,717,248
Non dervative fimancial habilities
Deposits
Business and other 21,476,889 64,673 - - - 21,541,562
Banks 958,049 - - - - 958,049
Other habihities 178,876 263,572 15,203 3,637 28,825 590,113
Total non demvabive iinancal
habilities ) - 22,613,814 428,245 15,203 . 3,6%7 28,825 23,089,724
Nel position asset (Labality} (19,331,512) 17,787,234 1,842,557 1,358,069 (28,824) 1,627,524

000

Okctober 31, 2017

Derivatix ¢s

Due within 3

Due between3 | Duc between 1

Due atter more

o ) On demand months and 12 months and 5 yoars tl'@'l 5 years (1) ) lotal
Denvatives settled oma

pross basts (2) - . R . - .

Ourttlow - 48,214,397 6,760,508 - - 34,974,905
Inflow - 18,216,247 6,761,528 - - 54,977,775

(1) Includes amounts with an undeteinuned matunty
(2)  Toreygexchange O1C den atives held tor tradug
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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 incorpozates,
on an undiscounted basis, all cash flows relating fo principal and future coupon payments (except for trading assets
and derivalives). Trading assets and derivatives are included 1n 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 tlows 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 notwe,

d. Operational risk management

Operational risk is detined as the risk of loss resulting from inadequate or farled internal processes, people and svstems
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 quahfied individuals are
i place throughout the organization and supported by an approved operational risk mmanagement framework. The
operational r1sh management tramework encompasses a common risk language with enterprise-wide programs and
methodologies tor the identificabion, measurement, control, management and monitormg of operational risks. The
framework 1s supported by mdependent 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 tormal process to proactively
wdentify, assess and monitor operahonal risks. In addition, other assessment programs are conducted in parallel.
Ongoing tisk reviews of operations, including major projects and new products are also conducted to manage nsks.

Operational risks are managed and mitigated, but cannot be totally eliminated as operational risk failures can and do
occur. Loss event data 1s collected leading to a better understanding of the root causes of operational failures and
improved risk mitigation strategies.

T'o ensure controls are in place and operating effectively, internal audits are conducted on a regular basis. Any 1ssues
raised are rated, with the key items addressed and resolved as a prionty. Results of mternal audits including the
monitoring of action plan completion are reported to the audit comunittee on a regular basis Further, the Trusl
appoints an external auditor to report on key internal controls covering the Trust’s core business - custody and fund
admunistration, in compliance with the relevant industry standard such as the International Standard on Assurance
Engagements 3402, “ Assurance Reports on Controls at a Service Organization”

Businass umits also have measurements in place lo monitor the delivery of key services to clients. Most of the
measurements arc 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, svstems and people
m place throughout the organization. Supporting these activities are groups that focus on-

An independent risk managemient function- credit risk, operational risk, market risk are assessing risk on an ongoing
basis.

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

An internal audit team that 15 independent from the business The Internal Audit Services 1s headed by the RBC Chief
Internal Auditor, who reports functionally to the RBC Audit Committee through its Chair, and has direct access to the
Audit Committee The Chief Internal Auditor also reports admunistratively 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 lo RBC’s Risk Pyramid is used to determine minimum audif coverage, timing and
resources. Internal and external developmenls and emerging risks, as well as regulator and management requests alse
impact the audil 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 comnuttees with an overview
of the Trust operational risk profile. This is obtained from risk wdentification and monitoring of various activities; and
reparting of any significant operational events and losses.

e, Capital adequacy

The Trust has comphed witl all the capital requirements imposed by OSF] during all perinds presented. The Trust has
complicd with the Basel [l leverage ratio tramework and disclosure requirements published by OSF1 in October 2014
commencmg with its firsl quarterly filing on January 31, 2015

The I'rust has a Capital Adequacy Ratio of 29 6% at the end of 2018 (2017: 17 1%).

Capital adequacy and regulatory capital are menitored by both senior management committees and the ALCO. The
calculation s based on techniques and approaches issued under the guidelines developed by the Basel Committee on
Banking Supervisions (“Basel Commitlee”) and the Commuttee ot 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 ratic”) at or above the
internationally agreed mummum of 105%, and

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

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 earnings The carrying
amounts of intangible assets is deducted from the Trer 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 Prrectors. On an annual basis, the Trust assesses its risk appetite and risk capital requirements
to determme if there is a need to raise additional capital or the amount of excess capital available tor distribution to the
Parent Bank. T'he Trust detines the target capatal and calculates the projected capital levels and capital ratios tor the
next financial year under different scenarios.
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20, Risk management (Cont’d)

Basel IT1

The Trust complied with the Canadian Basel III guideline and reporting requirements for BCAR published by OSF1 in
August 2012 commencing with its {irst quarterly filing on January 31, 2013.

Under Basel 111 requirements:

$'0o0 Qctober 21, 2018 Okctober 31, 2017
Gross Tier 1 Capital 1,960,272 1,779,419
l'otal deductions lier 1 (253.621) (202,370y
Adjusted net Lier 1 Capital 1) 1.700.611 1,577,049
‘Total capital and reserves (Eligible own funds) 1,706,641 1,577,049

Capital requircments:

Credit nisk and counterparty risk 328,383 356,476
Operational nsk 132,258 128,438
Market risk - -

Interest rate risk
TForeign exchange risk

Adjustment for Capatal Floor () - 251,411
T'otal capital requirements (2 300,641 736,325
Capital ratio ()
I'lible own funds 20 647 17.13%
Capital requirements x 125
Leverage ratio 7510 5 83%

{1} Effective the thid quarter of 2014, the credit valuation adjustinent to the [rust rsk-weighted asset caleulabon implemented i the hzst
quarter of 2014 must retlect different percentages tor cach tier of capital. I'tns change reflects a phase-m of credst valuation adjustments
emding i the fourth quarter of 2018 During this phase-in period, nisk-weighted assets tor Common Equity Trer 1, 11er 1 and Total
capital rahios will be subject to different annual credit valaton adjushtment percentages

(2)  OSIIrequires the application of a restrichion on the amount of capital benetst that can be derived from the application of Advanced
internal Rating Based approach Fftective February 1, 2018, OSTI prescribed the transetion from the cinrent Basei [iegulatory capital
floor to a new regulatory capatal floor of 75% of RWA based on the Basel [ Standardiced Approaches
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210 Teasing

a. The Trust as lessor

The Trust is not active in leasing as a lessor

b. The Trust as lessee
Operating Leases

Future net minimum lease payments under non-cancellable operating leases, essentially for buildings and
computer equipment, are as follows:

000 October 3, 2008 October 31, 2017
Not later than 1 year 20,170 21,443
Later than 1 year and not later than 5 years 4,663 69,195
Later than 5 years L 146,328 59,156
lotal 2604, 153 149,794

There were no future sublease pavments expected to be recerved under non-cancellable sub-leases during 2018 and
2017.

Lease payments recognized n the income statement during the year.

o ~ For the vear ended

$000 Ulctober 3 2018 October 31, 2017
Mirumum lease payments 21,233 22975
lotal 21,233 22,975

There was no contingent rent during 2018 and 2017 and there was no Sublease income recognized m the income
statement during 2018 and 2017.

The Trust has not contracted anv tinance leases during 2018 and 2017.
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22, Related party transactions

Related parties

Related parties include the parent company, RBC, assaciated companies, post-employment benefit plans for the benefit
of the Trust's emplovees, 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, jomily
conlrolled by or signiticantly influenced by key management personnel, Directors or therr close family members.

a. Related party transactions

$"000

Cictober 3, 2018

Cctober 31, 2017

arent Other related Other related

compamn (7} RBC () parties (3 RBC (2) parties (3)
Balance sheet
Assets!
Cash and due from banks - 18,003,387 4,491 21,583,328 285,191
Asscts purchased under reverse repurchase agreements . 1801611 - 1,853,513 -
Loans and advances to cusiomers - - - 251 -
Dervatives (4) - 64,004 73,5 44,169 232,269
Other assets - 2%5.6R7 11,165 271,739 9,012
Liabilities:
Deposits - 341,191 1 982 755,367 3,536
Denvabives (4) - 22478 83,521 214,720 64,684
Other habilites - 109,431 294,247 244,098 9,317
Income statement
Intterest mmcame - 326,248 (F73) 217,138 1,319
Interest cxpense - {4,709) (98) (4,295) (90)
Iy estment administration, cuastodial fees and other - 101,848 3,839 99,180 5,898
Foreign exchange revenue - 10,428 134,188 (497.,290) 105,274
Secunties lending comitussion - - (9.483) - (7,771)
Non-interest expense - (130.744) 3,936 (]1'1,’:4]) (a 0,076)
Off balance sheet
Dervative to recetve at end of vear {1) - 19,926,600 29,502,301 19,249,522 24,303,723
Dernvative to debiver at end ol vear (4) - 20,144,316 29,141,891 19,430,307 24,099,204
Dervative to recerve highest amount during year (3) - 19.920.6%0 30,143,830 21,500,823 24,705,545
Denvative to debiver lnghest amount duning » ear (1) - 20,144,316 0,049,454 21,530,981 24,643,216
Loraign exchange spol transachions to deliver {4) - 53935,4928 885,362 582,637 1,288,028
Loregn exchange spol transactions te recerve (3) - 385,723 885,46l 582,385 1,288,384
Collateral receved (3) - 1,615,878 - 1,854,788 -

(1) Jhemmmediate shareholder of the Lrust, RBHI

(2)  RBEC mecludes RBC and RBC group entities {excluding REBHI).
{3)  Relabons wath other related parties in the RBCIS group

Related parties inchide parties having the abuity to control, jomtly contrel or significantly mfluence the Trust

@) Spotand forward forelgn exchange contracts and currency swaps tor which the 1rust entered into with RBC and RBC Iy estor Services Bank S A
to tactlitate chent transactions 1 he disclosure of notonal amounts as of the end of the vear and the lughest month-end notonal amounts dunng

the yeat 1s considered the most meamngful information fo represent foreign exchange transactions dulinyg the s ear
(5)  Collateral recerved against reverse 100 achivities witlh RBC
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22 Related party transactions (Cont’d)
b, Key management campensation

Key management personnel and Directors

Kev management personnel (KMP) are defined as those persons having authority and responsibility for planning,
directing and controllmg the activities of RBC and its subsidiaries, directly or indirectly. They include the senior
members ot RBC called the Group Executive (GE). The GE is comprised of the President and Chief Executive Officer
and those individuals that report directly to him, mcluding the Chief Administrative Officer and Chief Financial
Ofticer, Chicf Huinan Resources Officet, Group Chief Risk Officer, Chief Strategy & Corporate Development Otficer,
and Group Heads for Wealth Management and Insurance, Capital Markets and [nvestor & Treasury Services,
Technology & Operations and Personal & Commercial Banking The GE is ultimately responsible for all material
decisions ol RBC The GE is also responsible fo1 establishing the overall strategic direction of the RBC Group and, in
that regard, sets global parameters tor the RBC Group within which the board of directors and management of each
subsidiary 1n the RBC Group exercise their respective discretion to make decisions concerning the sirategic direction
and day-to-day management ol the particular subsidiary.

Compensation of key management personnel and Directors

Yor the vear ended

5 milhon Oictober 3, 2018 Cctober 31, 2017
Salarnies and other short-term employee benefils (1) 34 33
Post-employment benefits (2) 2 2
Share-based payments a2 47

78 72

(1) Includes the porhion of the annual vanable short-term incentive bonus that cerlain executives elected to receive i the form of DSUs
Directors receve 1etainers but de not receave salaries and other short-term emploeyee benefits
(2) Durectors do not recerve post-employment benefits

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

_$ milhon B o October 31, 2078 October 31, 2017
~ No of wats held Value No of unts held Value
Stock oplions (1) 2,154,835 37 2,174,841 60
Other non-option stock based awards (1) 1,440,002 138 1,371,104 138
RBC common and preferred shares 433 31n 43 632,631 64

4.048,153 218 4,178,576 262

{1)  BDuectors do not 1ecerve stock options or any other non-option stock based awards
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22, Related party transactions (Cont'd)

Transactions, arrangements and agreements involving key management personnel, Directors and their
close family members

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

As at October 31, 2018, total loans to KMP, Directors and their close fanuly members were $10 million (2017: $10
million) We have no allowance or provision for crechit iosses relating to these loans as at and for the year ended October
31, 2018 No guarantees, pledges or comnutinents have been given to KMP, Directors or their close family members.

Pension Plan

Since the inception ot the Detined Benetit 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”) 1s to pay all reasonable and bona fide expenses related to the auditing of the Fund, preparation ot
actuanal valuation reports, investment management fees and third party fees related to member communications,

As at October 31, 2018, the Trust had a receivable of $887 thousand (2017: $887 thousand) and $39 thousand (2017 $39
thousand) for investment management and audit fees respectively from the Plan, representing the amounts paid on
behalt of the Plan for the vears 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.

23, Listof nomince and associate companies

Name Principal office address Amount (1}

Nominee companies
RBC Investor Services Australia Nominees

Pty Lirmted (2) 2-26 Park Street, Level 47, NSW 2000 Sydney, Austraha AUD 100
200 Bay Street , 9th Floor, South Tower, Toronto, Ontario,

Brant Investments Linuated (2) M5] 2]5, Canada CDN 366
Riverbank House, 2 Swan Lane, London EC4R 3AF, United

Roy Nominees Limited (2) Kingdom GBP 100

Asseciate company
Riverbank House, 2 Swan Lane, London EC4R 3BE,
RBC Investor Services UK L1 Uniated Kingdom GBP 1

(1} Actual values of share capatal, not teported in thousands of dollars
(2} T'he Diust holds 100% of voting nights of the entihes

Nominee companies are used by the Trust te facilitate the segregation of client assets held 1n custody from assets owned
by the Trust in a corporate capacity.

Nominee and associate companies are accounted for at cost
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24, Commilments and other off-balance sheet arrangements

Regular way trades

$ 000 October 31, 2018 Oxtober 31, 2017

Notional amounts for foreign exchange spot transactions to be delivered 3,046,802 3,036,086
_Notwnal amounts for fureign exchange spot transactions to be received 3,016,938 3,036,317
Collateral

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

%000 October 31, 2018 October 31, 2017
Fan values of Fair values of

Fatr 1 alues ot collateral Fair values of collateral

_ collateral sold/replodged collateral sold/repledged
_Financial imstruments received as collateral (1) 1,815,478 - 1,854,788 -
Total 1,815,878 - 1,854,788 -

(1) Collateral was tecewved i connection with reverse repurchase agreement and securities lending activities

b. Financial assets pledged as collateral

000 Outober 31, 2018 October 31, 2017

Larrymmg amount 15,052 45,107

Financial assets pledged as collateral consist of on balance sheet securities pledged to guarantee settlement and other
dedicated activities according to local regulations in 2018 and 2017,

Financial assets are pledged with the Canadian Depository Securities and Clearstream.

Other commitments

%000 Uetober 31, 2058 October 31, 2017
_Securities lending mdemmifications 7 59,363,332 86,826,902

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 imes The Trust may provide an indemnification to securities lending customers to ensure that the faw
value of securities loaned will be returned in the event that the borrower fails to return the borrowed securities and
the collateral held is insutticient 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, US. government or other OECD countries.
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25, Recovery and scttlement of on-balance sheet assets and liabilities

'The table below presents an analysis of assets and labilities recorded on the balance sheet by amounts to be recovered
or settled within one vear and after one vear based on contractual maturities and cerlain other assumpfions outlined
mn the footnotes below. As warranted, the Trust manages the liquidity risk of various products based on historical
behavioural patterns that are otten not aligned with contractual matunties. 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 categorics.

Octoboer 31, 2018

October 31, 2017

F000
Within one year  Afler one vea: Total Within one year  After onc year Totaf

Assets
Cash and due from banks 1853, 384 S04 86 18834470 20,836,015 1,234,837 22,070,852
Securities 63,039 - 3,030 - 65,155 65,155
Assets purchased under reverse
repurchasc agreement 1,801,011 - 1805011 1,853,513 - 1,853,513
T .oan and advances to customers (1) 203,678 - 05,678 228,244 - 228,244
Denvatives (2) ELEN DA - 383,894 384,467 - 384,467
Iangble assets - 8032 K632 - 10,383 10,383
Goodwill and other intangible
assets - 253,688 253,688 - 209,712 209,712
Deferred tax assets - - 3,061 4,612 7,67%
Other assels 186,904 10,442 197,354 480,796 - 480,796
Total assets 21,472 915 774,851 22,251,766 23,786,096 1,524,699 25,310,795
Liabilities
Deposits

Business and other (3 16,720,863 - 16.720,8673 21,541,562 - 21,541,562

Bank 1606, 169 - 1,606,169 958,049 - 958,049
Dervatives (2 387,094 - 387,064 381,408 - 381,408
Provisions and other obligations 14,122 11,374 41,492 14,053 38,122 52,173
Deferred tax habilities 56 - S0 - - -
Other liabilitics 1,214,720 24,300 1,333,820 565,720 32,462 598,182
Total liabilities _ 20,235,624 55,870 20,291,494 23,460,792 70,584 23,531,376

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

term nature of the tading activities

(3) Business and other deposits ate presented as withain one vear due to their being 1epayable on demand or at shoit notice on a contractual
basts In practice, these depesits relate to a broad range of customer-types which form a stable base tor the Trust’s opetations and

hiquidity needs
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OSF[ requires federally regulated trust companies to disclose prescribed information in either therr Notes to financial
statements or in a supplementary report appended to the annual financial statements. The information required by
OSF! thal is not disclosed in the Notes to the financial statements is included in the below supplementary disclosures.

Summary of risk-weighted assets (Basel 111}

Adjustment to net
exposure for

o Lelober 31 0t

collateral ~ Net exposure after
(comprehensive crodit risk Risk-weighted
Basel III Capital Adequacy Requirements Gross exposute approach) mitigation assets
Standardized approach
Drawn (overdraft) 247,57% - 247,575 247,575
Repo-style transactions 204,630 {78,773) 123,855 123,853
OFC denvatives ) L 457 - 457 +37
Subtotal 432.602 (78.773) 373.887 373.887
AIRB approach
Deposit with Bank 18,763,311 (1 18,703,310 1,175,292
Repo-style transactions Y7 916,776 (89.076,602) 87240174 1,526 217
Securities - debl 38,376 - 38,370 738
OTC dervatives 1,318,616 - 1318616 223,507
Comnutted Facilities - - -
Adjustment to AIRB risk-weighted asset for
scaling factor . - - 175,534
28,780,476 3,101,108

Subtotal

118.057.079

(89676 603)

Other assets not included in standardized

Weighted average of risk

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

depreciation 86732 1009 8,032
Deferred tax assets - 250", -
Other assets (at 700%) 338,071 [TUARM 33 001
Other assets (at 20%) 1,500 20 Bl
Other assets (at 0%) 136,380 Un -
Unrealized gains on derwvatives 383,804 (I -
Goodwll 88,303 0% -
Subtotal 1,%7%,743 - 547 564
CVA(2) 102,791 B 82,232

4,104,791

Total risk weighted assets for credit risk

Standardized approach for minimum
capital required for operational risk

Risk-weighted assels for operational nisk
Adjustment for Capital Floor

1,657,225

Total risk-weighted assets

5,758,016

M
@]

Advanced internal rating-based

OSLT 1equues the appheatton of the CVA capatal charge effective January 1, 2014 To ensure an mmplementaton simular to that i othe
countries, the Cv A capital charge will be phased i over a five year peniod beginning 2614 and ending December 31, 2018, 1 accordance
with tw o possible options Under the option sclected by RBC, Option [, where CVA increased RWA for purposes of calculating CH
Lier 1and l'otal capital 1atios, and the Trust used phased-i scalars of 8%, 83% and 86% 1espectively n 2018
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$'000

October 31, 2017

Adjustment to net

exposure for

collateral ~ Net exposure after
{comprehensive credit risk Risk-weighted

Basel 1T Capital Adequacy Requirements Gross exposure approach) mitigation assets
Standardized approach
Drawn {overdraft) 312,434 - 312,434 312,434
Repo-style transactions - - - -
OTC dervatives 11,049 - 11,049 11,049
Subtotal 323,483 - 323,483 323,483
AIRB approach (1}
Deposit with Bank 22,073,477 - 22,073,477 1,060,182
Repo-style transaclions 89,180,963 {78.303.088) 10,977,875 1,894,315
Secunties - debt 40,207 - 40,207 525
OTC denvatives 2,289,248 - 2,289,248 314,811
Committed lacilitics - - - -
Adjustment to AIRB risk-weighted asset for
scaling factor - - - 196,190
Subtotal 113,583,895 (78,203,088) 35,380,807 3,466,023
Other assets not included in standardized Weighted average of nsk

or AIRB appreach (1) On-balance sheet assets welghts Risk-weighted asscts

Building and equipment, less accumulated

depreciation 10,383 100% 10,383
Deferred tax assets 23,999 250% 59,998
Other assets (at 100%) 352,725 100% 352,725
Other asscts (at 20%) 67,411 20% 13,482
Other assets (at 0%) 105,081 0% -
Unrealized gams on derivatives 384,467 0% -
Goodwill o 88,305 % -
Subtotal ) o 1,032,371 - 436,588
CVA () 319,241 72% 229,854
Total risk weighted assets for credit risk 4,435,948
Standardized approach for minimum

capital required for operational risk
Risk-weighted asscts for operational risk 1,605,475
Adjustment for Capital Floor 3,142,642
Total risk-weighted assets 9,204,065

{5y Advanced internal rating-based

(2) OSFl requures the application of the CVA capstal charge effective January 1, 2014 To ensuie an mplementation sumilar to thatin other
countries, the OV A capatal charge will be phased in over a five year period begimning, 2014 and ending December 31, 2048, i accordance with
two possible options Under the option selected by RBC, Option 1, where OVA increased RWA for purposes of calculating CET1, lier | and

Fotal Cﬂpltal ratios, and the Trust usced phasod-m scalars of 72%, 77% and $1% n‘spectlvvly in 2017
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Leverage ratio common disclosure template

$ nullions

Ovclober 31, 2018

October 31, 2017

On-balance sheet exposure

On-balance sheet ttems (excluding derivatives, Securities financing transaction exposures

1 (SFTs}and grandfathered secuntization exposures, but including collateral) 149,860,861 23,072,815
2 (Assct amounts deducted an determining Basel 11 transitional Ticr 1 capital) (283,631} (202,370)
3 Total on-balance sheet exposure (excluding derivatives and S l's) (sum of lines 1 and 2) 19,613,230 22,870,445
Derivatives exposures
Replacement cost associated with all derivatives transactions {1 e, net of eligible cash variation
4 margn) 383,116 382 247
5 Add-on amounts for PEl- associated with all derivatives transactions 740,379 1,923,629
Gross-up for derivateves collateral provided where deducted from the balance sheet assets
6 pursuant to the operative accounting framework - -
7 (Deductions of 1ecetvables assets for cash vanation margin provided in denvatives transactions) - -
8 (Fxempted CCP-leg of clientcleared trade exposures) - -
9 Adjusted effective nobional amount of written credit dersvatives - -
10 {Adjusted effective notional offsets and add-on deductions for written credit derivatives) - -
11 Total denvative exposures {sum of lines 4 to 10) 1,323,693 2,305,876
Securities financing transaction exposures
Gross SIF1 assets recogmzed for accounting purposes (with no recogrution of netung), after
12 adpesting for sale accounting transactions 1802704 1,853,513
13 {Netted amounts of cash payables and cash recervables of gross SET assets) - -
14 Counterparty credit risk (CCR) exposure for SI'T's - -
15 Agent transaction exposures - -
16 _Total securities financing transaction exposures (sum of lines 12 to 15) 1,802 764 1,853,513
Other off-balance sheet exposures
17 Off-balance sheet exposures at gross notional amount - -
18 (Adjustments for conversion to credit equivalent amounts) - -
19 Off-balance sheet items (sum of ines 17 and 18) - -
Capital and T'otal Exposures - Transitional Basis
20 lier 1 capatal - 1,598,161
21 Iotal Exposures (sum of lines 3,11,16 and 19) - 27,029,834
Leverage ratio - Transitional Basis
22 Basel 11l leverage ratio - 591%
All-in basis (Required by OSFI)
23 Tlier 1 capital - All-in basis 1,706,611 1,577,049
24 (Regulatory adjustments) {233,6%1) (202,370)
Total Exposures (2018 sum of hnes 311,16 and 19, 2017 sum of hines 21 and 24,
25 less the amount reported in bne 2) - All-in basis 22,739,689 27,029,834
26 _Leverage ratio - All-w basis 7 31% 583%
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