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AIB is a financial services group operating predominantly in Ireland
and the United Kingdom. We provide a range of services to retail,
business and corporate-customers, with market-leading positions
in key segments AIB is ourprincipal brand across all geographies.
InIreland, EBS is our challenger brand and Haven is our mortgage
broker channel.

With.over.2.8 million customers, we are committed tosbacking
: sustalnabletommunltles "We pledge to do'more to support the
transmon to a low- catbon economy.
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FINANCIAL HIGHLIGHTS

OUR FINANCIAL
PERFORMANCE
IN 2019

:\II\IEI-'I-EREST 2, 37% 237

MARGIN
STABLE CUSTOMER LOAN YIELDS

Stable customer loan yields. Impact of excess
liquidity and higher cost of MREL issuances
driving lower net interest margin (NIM) of

2.37%. Interest income in line with 2018. —
INCOME 6 /o 5300
RATIO!

RENEWED FOCUS ON

COST DISCIPLINE

Higher costs and lower income driving

increase in cost income ratio (CIR).

Renewed focus on cost discipline. 2018

PROFIT
BEFO RE m €1,247m

TAX
PROFIT BEFORE TAX IMPACTED BY
EXCEPTIONAL ITEMS OF €592M

2019 impacted by exceptional items, including €499m
provision for tracker mortgage examination, while
2018 benefited from impairment writebacks and 2019 2018

gain on disposal of loan portfolios. Profit before
exceptional items in 2019 is €1,091m (2018: €1,414m).

1. Before bank levies, regulatory fees and exceptional items, cost income ratio (CIR) including these items is 82% in 2019 (2018: 63%). For exceptional items see pages 56 and 65.

2. Other regulatory levies and charges are now presented as bank levies and regulatory fees (€17m in 2018 previously included in operating expenses has been re-presented as bank
levies and regulatory fees).
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wone  €12.3bn

€12.1bn
MODERATE GROWTH
IN NEW LENDING
New lending up 2% with growth
of 8% in mortgages in Ireland and 2018

strong lending to the energy sector
offset by lower syndicated lending.

PERF €3.3
PERFORMING o bn c6.10n

EXPOSURES?
SIGNIFICANT REDUCTION,

5.4% OF GROSS LOANS €3.3bn
Significant progress in reducing non-performing
exposures (NPEs) with a 45% reduction from 2019 2018

€6.1bn (9.6% of gross loans) to €3.3bn to reach
our milestone of c. 5% by end of 2019.

NET
LOANS P b n €60.95n [RKTTY

STABLE NET LOANS AS GROSS
PERFORMING LOANS GROW 3%

Excluding disposal of loan portfolios and

FX impact, growth in net loan book is €0.7bn.
Gross performing loans of €58.8bn increased
by 3% (up 2% excluding FX impact).

oy 17,3
FULLY 9% — 175

LOADED
STRONG CAPITAL BASE

Strong capital base with solid underlying
capital generation. Proposed ordinary
dividend of €217m (8c per share).

Pro forma CET1 including TRIM* indicative
impact of 90bps is 16.4%.

2018

2018

3. Non-performing exposures (NPEs) refers to non-performing loans (NPLs) and excludes €162m of off-balance sheet commitments. For further information see pages 105 and 106.
4. For further information on TRIM see page 68.

c\mpwmi
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AIB AT A GLANCE

HOW WE
BACK OUR
CUSTOMERS

OUR BUSINESS
STRUCTURE

We back our customers through two core segments — Retail Banking
and Corporate, Institutional & Business Banking — together with our
AIB UK business and Group control and support functions.

CORPORATE,

RETAIL
INSTITUTIONAL &

BUSINESS BANKING

BANKING

BUSINESS &

CUSTOMER FINANCE RISK
SERVICES
LEGAL & CORPORATE
CORPORATE nggha:glss AFFAIRS &
GOVERNANCE STRATEGY

GROUP INTERNAL AUDIT - REPORT TO BOARD AUDIT COMMITTEE

Business structure in operation from 11 November 2019.
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RETAIL BANKING

Retail Banking’s core business lines include: mortgages,
consumer lending, SME lending, asset-backed lending,
wealth management, daily banking and general insurance,

as well as our Financial Solutions Group.

2.5m
LOCATIONS

CUSTOMERS
——

Leading retail banking franchise
in Ireland with over 2.5 million
personal and SME customers.

Largest physical distribution
network in Ireland, with 296 AIB
and EBS locations and a further
c. 950 locations through the

An Post network.

58%

OF NET LOANS

1.5m

DIGITAL CUSTOMERS

No. 1 digital bank in Ireland,

with over 1.5 million active digital
customers and 1.3 million active
mobile customers.

€35.5bn

NET LOANS

€4.9bn

NEW LENDING

CORPORATE
INSTITUTIONAL
& BUSINESS
BANKING (CIB)

Established, diversified business with market-leading positions in core domestic
markets and extensive experience in US and European syndicated loan markets.

RELATIONSHIP
DRIVEN MODEL

CUSTOMER-FOCUSED
SOLUTIONS

Complementing traditional debt
offering through specialised finance,
commercial finance, syndicated
finance and corporate finance
advisory services, as well as Private
Banking services and advice.

Trusted strategic long-term partner
for Irish businesses, with primary
focus on senior debt lending.

€707m

OPERATING CONTRIBUTION*

27%

OF NET LOANS

SECTOR

SPECIALIST TEAMS

Centre of Excellence approach
to management of key sectors to
bring sector-specific insights and
expertise to our customers.

€5.0bn

NEW LENDING

€16.2bn

NET LOANS

1. Operating contribution before impairments and exceptional items.

€443m

OPERATING CONTRIBUTION*

c\mpwmi
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AlIB UK

AIB UK operates in two distinct markets: providing corporate and
commercial banking services in Great Britain, trading as Allied Irish
Bank (GB); and retail and business banking services in Northern

Ireland, trading as AIB (NI).

294k 29

CUSTOMERS

294k retail, corporate and
business customers across
the United Kingdom.

LOCATIONS

14 business centres in Great Britain
along with 15 branches in Northern
Ireland, including six business centres

15%

OF NET LOANS

126k

DIGITAL CUSTOMERS

126k customers actively engaging
across our digital channels.

co-located in branches and one centre
for small and micro business.

£2.1bn

NEW LENDING NET LOANS

GROUP

Group comprises wholesale treasury activities and
Group control and support functions.

TREASURY

Part of our Finance function, Treasury manages the
Group's liquidity and funding position while providing
customer treasury services and economic research.

CONTROL
AND SUPPORT

Group control and support functions are:
Business & Customer Services; Finance; Risk;
Legal & Corporate Governance; Human
Resources; Corporate Affairs & Strategy;

and Group Internal Audit.

£7.7bn

£140m

OPERATING CONTRIBUTION*

OPERATING
CONTRIBUTION!
BY SEGMENT

12%

54%

Retail
Banking

34 M €1.3bn?

Institutionsi FY 2019 TOTAL
& Business
Banking

For a detailed report on our performance,
read the ‘Operating and financial review’

section on pages 52 to 66.

1. Operating contribution before impairments and exceptional items
2. Excludes Group segment operating loss €0.2bn.
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Since 2001, AIB has sponsored Dublin Chamber’'s Annual Dinner,
which brings over 1,600 business leaders together
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CHAIRMAN'’S STATEMENT

A GREAT INSTITUTION
WITH A STRONG
CUSTOMER FRANCHISE

At the end of his term, the Chairman reflects on
significant NPE reduction, culture development
and continued customer success in 2019.
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This annual report details the results for
2019 and the progress being made in the
bank. Allied Irish Banks is a great institution
with a strong and profitable customer
franchise and against that background it

is particularly regrettable that the Board is
recommending a reduction in the ordinary
dividend.

In February 2020 we made a market
announcement concerning a preliminary
decision of the Financial Services and
Pensions Ombudsman (FSPO) regarding
compensation due to a customer who
was in a previously identified group within
the tracker mortgage review, but where
the Group had concluded no financial
detriment had been incurred. The Group
is continuing to engage and consider its
position. However it is unpredictable how
these matters turn out, so we have made
additional provisions for €300m to reflect
the combined impact of application of the
compensation in that individual preliminary
decision to a wider group of around
5,900 customers in similar circumstances,
together with related potential additional
charges. This is a hit to 2019 profits and
reduced earnings per share (EPS) to 12.1c
and as a result we are recommending an
ordinary dividend of 8c per share, down
from 17c last year. However the Group

mmhwmi

concluded the year in a strong capital
position with fully-loaded CET1 ratio of
16.4%.

In 2019 banks have been experiencing

a challenging economic environment of
negative interest rates in the Eurozone
which we expect to continue and, because
we have sheltered the vast majority of our
customers from negative deposit rates, this
has reduced the net interest margin.

There were many achievements in the year,
top of which is reducing non-performing
exposures (NPEs) down to the c. 5% level
we targeted for the end of 2019. When |
joined the bank in 2014, we had seen NPEs
peak at over €30bn, they are now down

to €3.3bn. The efforts and professionalism
of over 1,000 staff who achieved this
fantastic result is appreciated by the Board.
Additionally, the well documented tracker
mortgage remediation has, other than

the new group referred to above, been
operationally completed, with customers
repaid and put into the position they
should always have been in.

In April we announced the establishment
of a joint venture to acquire Payzone, a
leading branded provider of specialised
payment services in Ireland facilitating

WHEN 1 JOINED THE BANKIN
2014, WE HAD NPEs PEAK AT
OVER €30BN, THEY ARE NOW
DOWN TO €3.3BN
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Tﬂ RE IS NOTHING
FULFILLING IN
IFE OF A BANKER
"TO SEE YOUR

CUSTOMERS SUCCEED

committed to playing a leading role in
advancing this agenda across the industry
and we welcome the establishment of the
Irish Banking Culture Board (IBCB) and
are committed to ensuring its success. We
are similarly committed to expanding our
sustainability agenda where we are the
leading bank in Ireland and more details
follow in this report.

Rosy Temple of Magee, an AIB customer, which
has been in operation for 150 years in Co Donegal

consumer payments by cash, card and
card-not-present for everyday consumer
needs. This acquisition, which closed in
October 2019, will enhance AIB’s fintech
capability and strengthen our position as
Ireland’s leading digitally-enabled bank.

This annual report describes the strategic
refresh and the associated targets which
the Board has agreed, reflecting the
economic and competitive environment.
There are two updated core strategic
targets on capital levels and return on
equity, which provide the corporate
financial framework within which the
bank will operate. In parallel, there is

a specific absolute cost target which is
there to provide focus for the operational
management of the bank. In a challenging
economic environment getting value from
every cent we spend is essential.

Although much progress has been made
in advancing the culture of the bank over
the decade since the financial crisis, the
Board recognises that the evolution of
culture is a continuous journey. AIB is

There has been major Board rotation
during the year with four Non-Executive
Directors leaving and five arriving, and

the departure early in the year of the CEO
and CFO which was announced in 2018. |
would like to record my thanks to Catherine
Woods, Peter Hagan, Jim O’Hara and
Simon Ball for their great contributions.
They joined the bank when things were
extremely difficult and served with
distinction. | extend a welcome to Sandy
Kinney Pritchard, Ann O’Brien, Raj Singh,
Elaine MacLean and Basil Geoghegan who
are already contributing at a high level.
The non-executive group on the Board

is now 50% female and Colin’s Executive
Committee composition will shortly be the
same.

My term as Chairman has now come to
an end and my thanks go to all my Board
colleagues who have contributed hugely
to AIB and put massive amounts of time,
energy and thoughtful considerations into
our work. | thank all colleagues across the
bank for their contributions during the
year and record particular appreciation to
the Executive Directors who have been
my partners and friends over the past five
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years: the brilliant Colin, Tomas, Bernard
and Mark; and to the other members of
the leadership group who have displayed
commitment and professionalism in
difficult circumstances and transformed
the capabilities and performance of the
bank. They are a talented team and | hope
the bank can retain their services for many
years to come.

In the course of my work at AIB | have had
many enjoyable and memorable meetings
with the leaders of Irish business who are a
hugely ambitious and innovative group and
serve the country with distinction, creating
employment, opportunity and prosperity.

I have observed many examples of where
AIB has backed small ideas and seen them
grow into major businesses, and there is
nothing more fulfilling in the life of a banker

than to see your customers succeed. |
extend thanks to all our customers for their
support to us.

c\mpwmi

It has been a privilege to serve as your
Chairman since 2014 and my last act is

to sign this report but | know that much
remains to be done. | am confident that
with the current strategy, the oversight of
our refreshed Board and the leadership
of Colin and the rest of the executive
team, AIB, its customers and committed
employees will enjoy ever greater success.

Go n-éirf an t-adh libh go [éir.

RICHARD PYM CBE

Chairman
5 March 2020

The two co-chairs of AIB's Women Matters Employee
Resource Group: Annette O’'Brien and Mary Kennedy
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COLIN HUNT IRELA! \l
AIB’s Chief Executive Officer
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CHIEF EXECUTIVE’S REVIEW

AT THE HEART
OF IRELAND’S
ECONOMY

In 2019, AIB further enhanced services for our customers, increased new

lending, reduced NPEs and consolidated operations.

In my first review, as Chief Executive
Officer, of AIB's annual financial
performance, | am glad to report that the
fundamentals of the Group remain strong
with sustainable underlying profits and a
robust capital base. We are proud to be
Ireland’s leading digital bank and continue
to hold a No. 1 position across a number
of markets including mortgages and
personal loans. Further enhancing service
to our c. 2.8 million customers, increasing
our new lending volumes to €12.3bn to
support economic growth, reducing non-
performing exposures (NPEs) significantly,
addressing the challenges in the cost base
and proposing a dividend of 8c per share
to shareholders were all achieved as we
consolidated our operations to confront the
principal risks and uncertainties ahead.

Our profit performance should be
understood in the context of the current
low-interest environment that is prevailing
globally, together with the impact of
ongoing potential regulatory obligations
arising from legacy issues. We are dealing
with the latter in a transparent and
speedy manner and we will continue

to work closely with the Central Bank of
Ireland until these issues are concluded
comprehensively.

As we face into considerable headwinds
including a cooling global economy,

a still-uncertain outcome to the Brexit
trade talks, the reality of climate change,
tariff discussions in global trade and

more recently the potential impact of the
Coronavirus on markets, it is imperative
that Ireland has a robust, well-functioning
banking industry. As a financial institution
at the heart of Ireland’s economy, AIB must

be put on the strongest possible footing
with a solid balance sheet, a robust capital
structure and a controlled cost base.

We worked assiduously through 2019 to
ensure that sustainability became more
deeply ingrained in all our business
decisions. We are prepared, at every

level, to drive efficiencies throughout

our operations, pursue simplification of
products, build for a digital future and
provide trusted service to our customers.
Ultimately, when market conditions allow,
AlIB wants to be in a position that enables
our major shareholder, the Government, to
recover maximum return for the taxpayer’s
investment.

One of my early priorities as Chief
Executive Officer has been to work with
our Board on the development of a multi-
year culture enhancement programme.
Restoring trust in the organisation is a work
in progress and every day | am reminded
of the importance of the task. However,
my management team, the Board and
everyone across the Group are aware

of the urgency of rebuilding a positive
reputation. This can only be done by
implementing a strict customer-first ethos
in all aspects of our business, by putting
ourselves in our customers’ shoes.

Financial performance

In 2019, our core business segments have
contributed positively to our financial
performance and we have delivered an
operating profit of €1,091m excluding
exceptionals. Profit before tax of €499m
was impacted by exceptional items. This
includes €300m additional provisions
taken to cover a range of possible

o\mpwwi
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outcomes and related potential additional
charges following a preliminary decision
by the Financial Services and Pensions
Ombudsman relating to a previously
identified group of customers who had an
option of a prevailing tracker rate.

While net interest income of €2,076m was
stable and loan yields remained strong, the
Group’s net interest margin (NIM) reduced
to 2.37%. This reduction was due to a
combination of factors such as the cost of

8%

IN 2019, MORE THAN 98% OF
OUR NEW LENDING WAS OF
STRONG OR SATISFACTORY
CREDIT QUALITY

MREL-eligible issuances, lower yields on
our investment securities and the weight of
excess liquidity.

Total operating expenses for 2019 were
€1,504m?. Exceptional items of €592m
included restitution costs and the provision
to which | referred earlier. Our cost income
ratio was 56%!. A renewed focus on cost
discipline is a key management priority and
will continue to feature through 2020 and
beyond.

It was a busy and successful year in debt
capital markets with four transactions
totalling €2.6bn of MREL-eligible issuances
(HoldCo Senior $1bn, HoldCo Senior
€750m, AT1 €500m and Tier 2 €500m).
Every transaction was oversubscribed

by a multiple and order books were
characterised by geographically diverse
quality institutions. This now brings

our MREL eligible issuances to €4.3bn
which represents 86% of our total MREL
requirements. In September, we launched
our green bond framework showing our
intent to our investors to lead the way in
funding sustainable businesses. In 2019,
we had two upgrades from credit rating
agencies Moody’s and Fitch bringing
the AIB Group plc ratings to Baa2 and
BBB respectively. The key drivers of the
upgrades were the consistent delivery of
NPE reduction and the successful MREL
issuances. We are well positioned to

complete our MREL issuance requirement
and improve the efficiency of our capital
structure.

We have a strong capital base with a
robust pro forma fully-loaded CET1 ratio
(reflecting indicative 90bps TRIM impact) of
16.4% at 31 December 2019, well in excess
of regulatory requirements.

Non-performing exposures

AIB cannot countenance facing another
economic downturn carrying high levels

of NPEs that relate to the last crisis.
Addressing NPEs in a sustainable way
continued to be a top priority for the Group
and we made enormous headway in this
regard throughout the year. Two loan
portfolios with a combined NPE value of

c. €1.8bn, characterised by deep arrears,
were sold in 2019. Our core preference has
always been to offer a range of sustainable
solutions to our customers. In 2019, case-
by-case resolution resulted in a reduction
in NPEs of €1.0bn through cash payments.
Perhaps inevitably, the pace of reduction of
these NPEs has begun to moderate as we
deal with more difficult cases.

Overall our NPEs fell by 45% since year-
end 2018 to €3.3bn such that NPEs as a
percentage of gross loans amounted to
5.4% at year end 2019, thereby meeting our
IPO target of c. 5% by end 2019. Having
reached this significant milestone, we are
committed to further reducing NPEs given
the impact on cost, capital requirements
and balance sheet resilience.

Lending

In 2019, more than 98% of our new

lending was of strong or satisfactory credit
quality. This has contributed to 89% of AIB’s
loan book being of strong / satisfactory
quality at December 2019 (up from 83% at
2018 year-end).

New lending of €12.3bn in 2019 was

up from €12.1bn in 2018. Across our

core segments, new mortgage lending
increased 8% to €3.0bn and personal
lending increased by 15% to €1.0bn. With
the Irish economy continuing to perform
well, corporate credit demand remained
solid. We saw increased lending to the
renewable energy sector, offset by lower
syndicated and international lending.
Notwithstanding the fact that Brexit

1. Before bank levies, regulatory fees and exceptional items. CIR including these items was 82% in 2019 (2018: 63%). For exceptional items see pages 56 and 65.
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uncertainty remained an ongoing theme in
the SME sector, new lending to the sector
increased by 7%. In the UK, new lending of
£2.1bn, an increase of 7% on the previous
year, was focused on our chosen defensive
sectors such as renewable energy and
healthcare.

Structure

In order to further simplify AIB’s operations,
we have reorganised our structure around
two core segments: Retail Banking and

Corporate, Institutional & Business Banking.

| have also made a number of changes

to our Executive Committee in recent
months, including the announcement

of Jim O’Keeffe as the new Managing
Director of Retail Banking. Cathy Bryce
returned to the Group in August 2019 to
lead the Corporate, Institutional & Business
Banking segment. In the UK Brendan
O’Connor, Managing Director of AIB UK
will leave the Group later in 2020 and |
thank him sincerely for his dedicated work
in AIB over 35 years. Robert Mulhall has
been announced as Managing Director
Designate for AIB’'s UK business. Mary
Whitelaw has been appointed Director of
Corporate Affairs and Strategy. Geraldine
Casey was appointed AlIB’s Chief People
Officer in January 2020. | believe that the
executive team has the right blend of skills
and experience to deliver our strategy and
back our customers over the coming years.
The latest appointment to our Executive
Committee in January 2020 means that
our Executive Committee will be gender

balanced in 2020. In addition, AIB was
recognised in the second ‘Balance for
Better Business’ report for having one of
the most gender-balanced boardrooms in
Ireland, with five women on its 10-strong
non-executive board.

mmhwmi

Culture and our people

With nothing short of transformation
required in banking’s reputation, the AIB
Board has set a cultural ambition for the
organisation. This consists of adopting
evolved values and articulated behaviours
that involve the delivery of high quality
service and fair outcomes to our customers.

Our people are the heartbeat of

this business, and their support and
engagement is critical for our success.

A three year Wellbeing Programme was
developed by our employees for our
employees. The Wellbeing Programme has
trained 100 Wellbeing Advocates across
the business to locally lead and promote
programme initiatives and activities.

In terms of our employee engagement,
our iConnect results showed an 88%
participation rate, which is a 1% reduction
from 2018, and our employee engagement
levels moved from the 72nd to the 64th
percentile of companies in the Gallup
global database. We have been reflecting
on the messages conveyed by the survey
and are committed to continuing to focus
on making AIB an even better place to
work over the years ahead.




OF AN ADDITIONAL STRATEGIC
PILLAR - SUSTAINABLE COMMUNITIES

AIB customer, Oweninney Wind Farm in Co Mayo.

Digital

As Ireland’s leading digital bank, we
provide the broadest, and most used

array of digital customer offerings to help
make our customers’ lives easier while

also providing leading security features to
ensure their peace of mind. Our levels of
active users and their levels of usage of our
platforms demonstrate how popular and
effective our digital channels truly are.

We listen to our customer feedback and
always monitor industry developments
to ensure we are up to date and are also
constantly adding to and enhancing our
digital offering. We will continue to invest
in our digital technology to allow us to
drive further efficiencies and deliver an
exceptional customer experience.

Sustainability strategy

We continue to describe our strategy
through the pillars — Customer First,
Simple & Efficient, Risk & Capital and
Talent & Culture. Our refreshed three-year
strategy to 2022 sees the introduction of
an additional strategic pillar — Sustainable
Communities — which sets out a clear
direction for this important agenda. In
essence, sustainable finance and climate
action now have an elevated position as
core strategic priorities and this is reflected
right across our agenda for business and
investment.

Further details on the progress made

in 2019 against our strategic pillars are
contained in a later section of this report.
We have now published our fourth
Sustainability Report which outlines the
progress AlIB is making in response to the
key social, environmental and economic
issues.

In 2019, we made a meaningful
contribution to the communities in which
we operate by providing better banking
experiences for our customers through
focusing on continuous improvement. For

example, we completed the roll-out of the
Express Mortgage Journey. As regards
investing to support economic progress
and social issues, we funded multiple
projects which will deliver new housing
units as well as sponsoring community
investment through our AIB Together
Programme.

We recognise that supports are needed
to help change all our behaviours,
individually and societally, as we transition
to a lower-carbon economy. Reinforcing
our support for Ireland’s programme to
address climate change, we sponsored
Climate Finance Week Ireland in November
2019. We also launched a new 5-year fixed
green mortgage. Our green mortgage
complements our existing customer
proposition of choice and value, offering
low variable rates as well as highly
competitive fixed rates, providing longer
term value and certainty. We launched

a green bond framework, became a
Founding Signatory of the United Nations
Environment Programme - Finance
Initiative (UNEP FI). We also became a
Supporter of the Task Force on Climate-
related Financial Disclosures (TCFD). | look
forward to further aligning our activities to
the UN Sustainable Development Goals
and the Paris Agreement.

Outlook

The Irish economy enjoyed another strong
year in 2019, despite the challenges posed
by a slowdown in the global economy
and persistent uncertainty around Brexit
that weighed on business investment. We
remain alert to the threat of Brexit and its
possible negative outcomes. Agri-business,
farms and companies that rely on the UK
export market are of course unsettled and,
as their bank, AIB will continue to support
these customers.

Against this backdrop, our strategy to
2022 seeks to find the appropriate
balance between investing to sustain
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WE REMAIN ALERTTO THE THREAT
OF BREXIT AND ITS POSSIBLE
NEGATIVE OUTCOMES

competitiveness while delivering attractive
returns.

In effect, our strategy over the next three
years will allow us to further underpin a
robust balance sheet, grow our lending
and defend our mortgage business where
we already hold a 31.4% market share,
reduce our organisational complexity,

and cost control our organisation. We will
continue to be the go-to bank for digital
offerings.

The Group'’s performance in the strategic
and tactical management of cost will be

a critical determinant of AIB’s ability to
generate equity returns. Further details

on our refreshed strategy and targets are
outlined on pages 25 to 31. Following

a large amount of change across the
Group, | am satisfied that AIB is now well-
organised to deliver our strategy and meet
our new three-year targets.

As Chief Executive Officer, another key
priority is to see the full recovery of the
investment made by the State as the bank
returns, over time, to full private ownership.
We will ensure AIB remains positioned

to allow the Government recoup its
investment when markets are more
buoyant and at a time of their choosing.

Meanwhile | would like to thank my fellow
Board and Executive Committee members,
and all my colleagues across the Group for
the support | have received since taking
over as Chief Executive Officer a year ago.

DAILY USER INTERACTIONS

I very much look forward to working with
them to deliver our refreshed three-year
strategy and financial targets for AIB.

I want to give special thanks to our
Chairman Richard Pym who is stepping
down as Non-Executive Chairman of AIB
Group plc. Richard has served AIB Group
with great distinction over the course

of the past five years. He has used his
vast pool of experience and wisdom to
guide the Group’s development and has
carried out all his duties with energy and
professionalism. Under his chairmanship,
AIB has gained in strength and stability and
is well positioned for the challenges and
opportunities that lie ahead. At a personal
level, Richard has been a vitally important
guide since | re-joined AIB in 2016 and in
particular since my appointment as Chief
Executive Officer in March of last year. The
Group is in the process of identifying the
next Chair and an announcement will be
made in due course.

I am extremely honoured to be Chief
Executive Officer of a bank that is
dedicated to playing a practical role

in supporting the economy and our
citizens to whom we owe so much. Our
stakeholder expectations are high and we
will strive to ensure we do not disappoint.
Thank you.

COLIN HUNT

Chief Executive Officer
5 March 2020
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2019 HIGHLIGHTS

AIB IN 2019

PRINCIPLES FOR {
RESPONSIBLE hNs

BANKING SUSTAINABLE

In September AIB became a Founding Signatory of the

United Nations Environment Programme — Finance D EVE LO PMENT

Initiative (UNEP FI), committing to align our business

with the Sustainable Development Goals and the Paris *‘Ip‘
Agreement on Climate Change. In that same month, = =
AlIB also became a supporter of the Task Force on "l‘~

Climate-Related Financial Disclosures (TCFD).

%‘t{éf

SUPPORTING
HOUSING SUPPLY

In 2019, AIB invested in development projects to deliver an
expected 8,200 housing units. Of these, over 900 units will be
newly built social housing. One example of the kind of projects
we backed is the landmark finance package AIB funded in
December for the Circle Voluntary Housing Association, which
plans to deliver 250 social and affordable housing units over the
next 12 months.

SUSTAINABLE
COMMUNITIES

AIB Together is our Group-wide community programme. In September, we launched a Green Bond Framework
Each member of staff has two volunteer days a year to in line with the globally recognised International Capital
support local charities of their choice including FoodCloud Markets Association (ICMA) green bond principles. The
and Soar, our official Community Partners. In July, EBS bond will support lending to projects in energy-efficient
became the main sponsor of the inaugural Volunteer in building, renewable energy, CO, reduction and other
Sport Awards. climate-related initiatives.

SUPPORT FOR
VULNERABLE
In 2019 wWieientered-our 29th§ear sipporting the CUSTOM E RS

#Toughest players, clubs and communities across
the island of Ireland. AlB'spartnershiip with the
GAA incorporates title sponsor ofithe AIB GAA Club
Championships in hurling, foStball and camagie;,

Every day we support customers who are impacted by difficult

issues including financial abuse, dementia, mental health,

accessibility and more. In 2019, we enhanced our Vulnerable
Customer Programme, providing more support to our customer
-facing colleagues and establishing a Vulnerable Customer Support
Team to assist with complex cases and liaise with advocacy groups.
We also published a guide for customers dealing with bereavement;
‘What to do When Someone Dies’ provides clear, step-by-step advice.

across Junior, Intermediate andiSenior levels as well as
sponsor of the Senior Football Championship.
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AIB was the main sponsor of Climate Finance Week Ireland (CFWI19), which took place on 4-8 November. The annual AIB
Sustainability Conference featured as a key event of the week’s schedule, with keynote speakers Jeff Furman (Ben & Jerry’s
Foundation), Sue Garrard (formerly Unilever) and Sir David King (University of Cambridge) addressing an audience of over
400 business leaders. We also launched our DO MORE campaign during CFWI19.

FINTECH
CAPABILITY

AIB and First Data Corporation received regulatory
approval to acquire a 95.9% stake in payments firm
Payzone in October. AIB holds a 75% stake in the
joint acquisition with First Data Corporation taking

the remaining 25%. Payzone is the largest consumer
payments network in Ireland, with more than 7,000
retail agents and more than 300,000 registered users.

GREEN
LENDING

In June, we committed to making €5bn available to

support Ireland’s transition to a lower-carbon economy.

And in November we offered a competitive five-year
fixed rate mortgage to new and existing AIB private
dwelling house (PDH) mortgage customers whose
property has a building energy rating (BER) between
Al and B3.

Following enhancements to our mortgage offering, six
out of every 10 new mortgage applications nationwide
were on our Express Mortgage journey by the end

of 2019. This new digital journey gives customers an
approval in principle within one hour and the ability to
progress their application online.

MARKET-LEADING
DIGITALINNOVATION

AlB’s Mobile Banking App is the No. 1 Irish mobile banking app.

In June 2019 we hit the 1 million active mobile customer milestone
in Ireland, which increased to 1.3 million by year-end. With our
customers making 2.9 million secure transactions a month on
mobile, the introduction of card freeze/unfreeze in 2019 provided
even more flexibility.

SUCCESSFUL YEAR IN
DEBT CAPITAL MARKETS

In 2019, AIB successfully issued four bonds in Debt Capital Markets
totalling €2.6bn (HoldCo Senior S1bn and €750m, AT1 €500m

and Tier 2 €500m). Every transaction was oversubscribed and
order books were characterised by geographically diverse quality
institutions. The year closed with total MREL eligible issuance of
€4.3bn, which represents 86% of our MREL requirements. Along
with two credit rating upgrades this year (Fitch, Moody’s), this
positions AIB well for further bond issuances.

ACONVERSATION
ABOUT CULTURE

In September, over 800 members of our staff, representing all
business areas and career levels, had their say about the existing
culture in AIB. An initiative of the Diagnostic phase of our Group-
wide multi-year Culture Evolution Programme, the results of these
‘Culture Conversations’ provided a foundation for the Board and
Executive Committee to formulate a Cultural Ambition for AIB.
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OVERVIEW OF THE IRISH ECONOMY

EXPECT CONTINUED
GROWTH, DESPITE
UNCERTAINTY

Rising employment, spending and exports
made for a strong year of growth in 2019.

+18%

' HOUSING

COMPLETIONS

The Irish economy performed
strongly again in 2019, despite

the challenges posed by ongoing
uncertainty in relation to Brexit and a
marked slowdown in global growth.
Latest National Accounts data show
that GDP grew by 6% in the first three
quarters of the year.

Consumer spending continued

to grow at a solid pace in 2019,
underpinned by rising employment
and wages. Core retail sales
(excluding the motor trade) rose by
4.3% in the year. Total car registrations
(new and second-hand imports)

in 2019 matched the high levels
achieved in the previous year.

Business investment was subdued

in 2019, held back by the uncertainty
around Brexit and slowdown in the
global economy. Nevertheless, a
good measure of domestic economic
activity, modified final domestic
demand, grew by 3.5% year-on-year
in Q3 2019.

Exports also performed well in 2019.
Notably, service exports rose by
almost 14% in the first three quarters
of the year.

+2.9%

EMPLOYMENT

ole

YAYA

The labour market

Labour market data for 2019 also
paint a very encouraging picture

of the economy. They show that
employment rose by 2.9% for the third
consecutive year, with the number at
work increasing by 80,000 over the
course of 2019.

Meanwhile, the unemployment

rate continues to decline, albeit at

a somewhat slower pace than in
recent years. The jobless rate fell

to 4.7% in the final quarter of 2019,
down from 5.6% a year earlier.

Most encouragingly, the long-term
unemployment rate fell to just 1.6%

in 2019. The economy, therefore, is
getting very close to full employment.

The housing market

Construction output was up by 2.4%
in the first three quarters of the year,
driven by the continuing pick-up in
house-building activity. New house
completions rose by 18% to 21,241

in 2019, up from 17,952 in 2018. This
is still well short of annual housing
demand, which is widely estimated at
circa 35,000 units.

House price inflation decelerated
sharply last year despite the ongoing

+4.3%

CORE RETAIL SALES

shortage of houses, falling to 0.9%
year-on-year in December, well
below the peak rate seen in 2018 of
over 13%. Indeed, house prices fell in
Dublin during 2019. Rents, though,
continued to rise and were up by
4.3% year-on-year in December.

Lending activity

The ongoing recovery in housing
activity was reflected in further
growth in mortgage lending. It grew
by 9.5% to over €9.5bn in 2019, up
from €8.7bn 2018 and €7.3bn in 2017.

New lending in the SME sector was
subdued in 2019, held back by the
uncertainty around Brexit. Central
Bank data show new lending to the
SME sector amounted to €2.5bn to
end September, virtually unchanged
from the same period in 2018.

Total household debt continued to
decline in 2019, falling to €135bn by
the third quarter, from €137.5bn at
end 2018. Household indebtedness
has fallen by one-third from its

peak of €203bn at end 2008. Not
surprisingly then, there has also been
a marked decline in the household
debt/disposable income ratio in the
past decade. It stood at 116% in Q3
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THE ONGOING RECOVERY
IN HOUSING ACTIVITY
WAS REFLECTED IN
FURTHER GROWTH IN
MORTGAGE LENDING

2019, down from 123% at end 2018 and its peak
of 212% seen at the start of the decade. The
ratio has now returned to 2003 levels, when the
rapid growth in credit in Ireland was just getting
underway.

Brexit

The UK left the EU on 31 January 2020 after
Parliament approved a revised Withdrawal
Agreement. This includes a transition period to
end 2020, during which time the existing EU
trading rules will remain in place. The UK hopes
to conclude a trade deal with the EU before
end 2020 that will frame the basis for its future
trading relationship with Europe. These trade
talks are likely to prove very difficult. Considerable
uncertainty will persist about Brexit until the
future trading relationship is finalised.

UK economy overview and outlook

The pace of activity remained subdued in the

UK last year, with the uncertainty around Brexit
holding back investment in particular. GDP rose
by 1.4% in 2019 after growth of 1.3% in 2018, the
slowest growth rates seen since the financial
crisis a decade ago. Continuing uncertainty about
the future trading relationship with the EU could
dampen economic activity again in 2020.

Outlook for the Irish economy

Leading indicators of Irish activity softened in
2019 as the world economy lost momentum.
Nonetheless, the prospects remain favourable

for the Irish economy in 2020. Growth should be
underpinned by continuing low interest rates,
rising employment and incomes, the ongoing
rebound in housing activity, as well as a mildly
expansive stance to fiscal policy. This should result
in a solid rise in new lending activity in 2020.

Finally, the coronavirus is a new downside risk

for global growth this year. The measures to
contain the virus are already disrupting supply
chains and having a negative impact on some
sectors of the world economy. Ireland as a small
open economy will be impacted by these global
trends. It is hoped that the measures to contain
the virus prove successful, which would allow
activity in impacted sectors to rebound as the year
progresses.

Core Retail Sales (YoY, %)
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OUR STRATEGY

2019 OUTCOMES

In 2017, we set a number of targets for both financial and
non-financial activities.

CUSTOMER FIRST

FINANCIAL &
OUTCOMES NON-FINANCIAL
MEASURE 2019 TARGETS!
:E!;_A:l:gus(:l.l!:R A measure of our customers’ overall 34 Personal
AIB relationship experience 50+
SCORE (NPS) 20 SME
TRANSACTION Measured after customer 53 Homes 50+ Homes
NET PROMOTER transactions for ke i
y touch points
SCORE (NPS) 60 sme 60+ sme

SIMPLE & EFFICIENT

CHANNEL TRENDS % of our active customers transacting 59. 1%

via digital and direct channels

62%+
<50%

:;(A)_?ILI :‘Cclg)hzﬂE Financial benchmark of efficiency 5 6%

RISK & CAPITAL

RETURN A measure of how well the bank

ON TANGIBLE deploys capital to generate earnings 3 6% 10%+
EQUITY (ROTE)?* growth ¢

CET1 RATIO A measure of our ability to withstand

(FULLY LOADED)** financial stress and remain solvent 17.3% >13%

NON-PERFORMING
EXPOSURES mproving asset ity €3.3bn (5.4%) KM

2.40%+

A measure of the difference between

NET INTEREST the interest income generated and (1)
MARGIN (NIM)? the amount of interest paid out ° A)

relative to interest-earning assets

TALENT & CULTURE

DIVERSITY Women as % of management 41.5% 40%
ENGAGEMENT  vorvaamnaen - ©4th Top
population Percentile quartl le

1. All targets are long-term, with the exception of medium-term financial targets communicated to the market on 9 March 2017.
2. Medium-term financial targets communicated to the market on 9 March 2017; CIR <50% by end 2019.

3. See the ‘Capital’ section on page 70 for further information.

4. See the ‘Capital’ section on page 67 for further information.
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OUR STRATEGY

A NEW
STRATEGIC
CYCLE

2020 marks the beginning of a new strategic cycle for AIB Group, having examined
macroeconomic developments, industry trends and our own business priorities.

Our strategic ambition is to be at the heart of our customers’ financial lives by
responsibly and comprehensively meeting their life-stage needs, aiming to be a
sustainable, capital-generative and efficient business. We describe our business
and strategy through five strategic pillars. The following pages contain further
information on our strategy to 2022.

CUSTOMER SIMPLE & TALENT & SUSTAINABLE
EFFICIENT PITAL  CULTURE COMMUNITIES
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OUR STRATEGY

STRATEGY 2022

Our business strategy aims to achieve a balance between investing
to sustain competitiveness while delivering attractive returns.

AFIVE-PILLAR
STRATEGY

In refreshing our strategy to 2022 we set both a strategic and financial ambition for AIB Group, both of
which speak to our ambition to provide a broad range of financial services.

In an evolution of our four-pillar 2017-2019 strategy, we have added Sustainable Communities as a fifth
pillar, reflecting our ambition to be both a leading financial institution in climate action and a meaningful
part of the communities in which we operate. Our primary objectives to 2022 are: to simplify our business

in order to increase efficiency; to defend our income in an increasingly competitive environment; to diversify
our products and services; and to further control our business costs.

Our purpose remains: to back our customers to achieve their dreams and ambitions.

PURPOSE To back our customers to achieve their dreams and ambitions.

STRATEGIC We will be at the heart of our customers’ financial lives by
AMBITION responsibly and comprehensively meeting their life-stage needs.

CUSTOMER SIMPLE RISK TALENT SUSTAINABLE
& EFFICIENT & CAPITAL & CULTURE COMMUNITIES

STRATEGIC
PILLARS

FINANCIAL
AMBITION

A sustainable, capital-generative and efficient business.

FINANCIAL ey CET1L: >14% ROTE?: >8%

TARGETS

N
For more information on the governance
of our strategy 2022 development, see page 35.
1. Costs before bank levies and regulatory fees and exceptional items.
2. See the ‘Capital’ section on page 70 for further information.
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STRATEGIC
OUTCOMES 2022

In line with our strategic and financial ambitions, we anticipate eight outcomes of our three-year strategy to
2022, as listed below. With a continued focus on significantly enhancing the experience of all our customers,
we aim to grow our business organically and diversify our income to reflect the challenging interest rate
environment. And as the No. 1 digital bank in Ireland, we can leverage our market-leading platform by
enhancing and integrating more key customer journeys.

In all our actions, we will maintain a mindset that takes into account the expectations of all our stakeholders.

A ROBUST MEETING LIFE-STAGE

BALANCE SHEET NEEDS

We will develop life-stage appropriate products and services to
continually meet our business and personal customers’ needs and
maintain a competitive advantage.

We will maintain a high-
quality balance sheet in
order to back our customers
through potentially more

challenging economic times. REDUCED ORGAN|SAT|ONAL
COMPLEXITY

We will simplify the business and digitise where appropriate for the
benefit of our customers.

STRONG MORTGAGE A COST-CONTROLLED
ADVANTAGE ENVIRONMENT

We will invest to maintain our No. 1 position in the Irish We will address costs in a structured manner,
mortgage market, with a particular focus on digital. driving efficiency and innovation in our business.

A SIGNIFICANT SUSTAINABILITY A STAKEHOLDER
CONTRIBUTION MINDSET

We will support the transition to a low-carbon economy and make a We will build a world-class
meaningful contribution to the communities in which we operate. culture and consistently
meet expectations across
our five stakeholder groups:
customers, employees,

DIVERSIFIED INCOME GROWTH investors, society and

regulators.

We will organically diversify our income to sustain underlying
profitability, particularly in the current interest rate environment.

A CONTINUED FOCUS ON
SIGNIFICANTLY ENHANCING THE
EXPERIENCE OF OUR CUSTOMERS

mmhwmi
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OUR STRATEGY

STRATEGIC
TARGETS

We have set a number of financial and non-financial
targets for both the medium-term and long-term in
line with our strategy.

[l MEDIUM-TERM (END 2022)
I LonG-TERM

A ) CUSTOMER FIRST

- We put our customers at the heart of our organisation, providing the full range of their
financial needs conveniently and responsibly. We use technology to personalise our product
and service offerings.

LONG-TERM
MEASURE TARGETS

RELATIONSHIP NET
PROMOTER SCORE (NPS)

A measure of our personal customers’ +
overall AIB relationship experience

TRANSACTION NET‘ )
PROMOTER SCORE (NPS
Measured after customer 60+ 7o+

transactions for key touch points HOMES SME

SIMPLE & EFFICIENT

Our organisation, technology and partnering strategies drive efficiency in our
back-, middle- and front-office operations. We foster a culture of cost-awareness and
accountability, simplifying our processes and ways of working.

MEDIUM- AND
MEASURE LONG-TERM TARGETS

ABSOLUTE COST* BASE
Cost of running the business,
excluding exceptional costs

ACTIVE MOBILE USERS

® o
Number of active users on mobile >2 m I Illo n

platform

1. Costs before bank levies and regulatory fees and exceptional items.
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y—ﬁ RISK & CAPITAL

We maintain a strong risk management framework, high asset quality and robust capital
levels. We deploy our capital efficiently through effective risk model development, evolved
risk pricing and our strategic business model choices.

MEDIUM-TERM
MEASURE TARGETS

RETURN ON

TANGIBLE EQUITY*

A measure of how well capital is
deployed to generate earnings growth

CET1RATIO

(FULLY LOADED)

A measure of our ability to withstand
financial stress and remain solvent

TALENT & CULTURE

We ensure that we have the right talent, skills and capabilities within the organisation
to fulfill our purpose and execute our strategy. We enable talent effectiveness through a
diverse and inclusive culture that is built on accountability, collaboration and trust.

LONG-TERM
MEASURE TARGETS

DIVERSITY

Women as % of management GENDER BALANCED

ENGAGEMENT

Employee engagement relative to

worldwide Gallup client pop;lation TOP QUARTI LE

SUSTAINABLE COMMUNITIES

We play a leadership role in creating innovative propositions and partnerships to help
our customers in the transition to a low-carbon economy. We make a meaningful
contribution to the sustainability of the societies where we operate.

MEDIUM- AND
MEASURE LONG-TERM TARGETS

REDUCTION IN EMISSIONS

% proportion of our emissions

reduction versus 2014 baseline 50% BY 2030

ESG RATING

ceerted £56 rating agencies ABOVE AVERAGE

1. See the ‘Capital’ section on page 70 for further information.

c\mpwmi
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OUR STRATEGY

FOCUS ON
SUSTAINABILITY

We pledge to DO MORE.

Climate change continues to emerge as the greatest challenge of our time. We recognise
the important responsibility financial institutions have to support the transition to a low-
carbon economy. While this issue requires a long-term outlook, action is necessary now.
This is why AIB has placed sustainability at the heart of our strategy.

Our detailed Sustainability Report outlines the progress AIB Group made in 2019, including
the launch of products such as our green mortgage and commitments such as becoming
a Founding Signatory of the United Nations Environment Programme — Finance Initiative
(UNEP FI). You can read this report, as well as related accreditations, codes and policies on
www.aib.ie/sustainability

We will support the transition to a low-carbon economy and make a meaningful

contribution to the communities in which we operate.

CLIMATE BETTER BANKING ECONOMIC & SOCIAL RESPONSIBLE &
ACTION EXPERIENCE INCLUSIVITY RESILIENT TECHNOLOGY

Leading Ireland’s Building better Actively investing to Protecting the privacy,
transition to become a banking experiences support economic security and integrity of
low-carbon economy. and products with a progress and social our data and systems
focus on continuous issues. to ensure responsible
improvement and practices and resilient
learning from our technology.
mistakes.

[ [ [ [

CULTURE & ACCOUNTABILITY

Build a world-class culture that is underpinned by our values, behaviours and actions.

SUSTAINABLE Readmoreinour B
DEVELOPMENT s Detailed Sustainability . '

" Report 2019: NeORE. €
.;':'H'I? aib.ie/sustainability =
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In 2019,
we launched our
DO MORE campaign

Our pledge to Do More.

Over the last number of years at AIB we have been 0 u r G ree n

working to build a more sustainable business.

We've invested in wind energy projects,

launched a €5 billion Climate Action Fund o r a e
and created a Green Mortgage.

And yet, it’s still not enough. o

And we will keep telling ourselves that every day. I s

AIB alone is not the solution to climate change, but

we are doing everything we can to be a part of it. e n o u h
AIB. We pledge to DO MORE. g ®

We pledge to DO MORE.

&

AlB

=Y AsB sustainability

(@] AIB Sustainability

Our investment Our €5 billion
in wind farms Climate Action Fund
is NOT enough. is NOT enough.

We pledge to DO MORE. & We pledge to DO MORE. m
o [TETTTT Y s S
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GOVERNANCE IN AIB

CORPORATE
GOVERNANCE IN
ACTION

As new members joined in 2019, AIB’s Board oversaw

matters such as culture, strategy and Brexit preparedness.

Through a year of substantial change

on the Board, the role of corporate
governance in ensuring effective Board
decision-making has been of paramount
importance.

The Board is committed to upholding

high standards and seeking continual
enhancements. AIB’s corporate governance
standards are implemented by way of

a comprehensive suite of frameworks,
policies, procedures and standards. Such
standards are overseen by the Nomination
& Corporate Governance Committee

and are further detailed in the Corporate
Governance Report within the ‘Governance
and oversight’ section of this Annual
Financial Report on pages 178 to 192.

Below are a number of examples
which, at a high level, demonstrate our
strong corporate governance standards
throughout the year.

Succession planning and induction
Succession planning for both the Board
of Directors and Executive Committee
(ExCo) was a key focus of the Nomination
and Corporate Governance Committee,
and the Board as a whole, in 2019. This
was coupled with rolling out induction
programmes for five new Non-Executive
Directors appointed during the year.

In anticipation of Ms Catherine Woods'
retirement in October 2019 and Mr
Richard Pym indicating his intention to

AIB was recognised-in the 2019 Balance for Better Business report
as having the joint-most gender balanced boardroom in Ireland
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retire in March 2020, a search process was
undertaken to identify the next Deputy
Chair, Senior Independent Director and
Chair Designate. The Group is in the
process of identifying the next Chair and an
announcement will be made in due course.
Following a review of our current Board
composition, Mr Brendan McDonagh was
appointed as Deputy Chair and Mr Tom
Foley as Senior Independent Director.

Director searches are underway to ensure
the Board skills and experience remain at
their current high standard.

Led by the Chief Executive Officer in
conjunction with our Human Resources
function, succession planning at Executive
level was also a key focus in 2019. A
number of new appointments were made
to our Executive Committee as detailed

DIVERSITY IS AN IMPORTANT
FACTOR IN SUCCESSION PLANNING -

BOTH AT BOARD AND EXECUTIVE LEVEL

AlIB

BOARD AUDIT
COMMITTEE

The Nomination & Corporate Governance
Committee, on behalf of the Board, has
identified a number of key skills required of
its directors. In considering its succession
planning, the Committee refers to that skills
matrix to ensure the Board is comprised of
a strong cross-section of experience and
knowledge and an appropriate balance of
skills. The key skills comprise, but are not
limited to, retail and commmercial banking,
risk management, strategy development,
stakeholder management, digital focus,
customer focus, culture, leadership and
governance. In light of a review of the

skills matrix, two additional Non-Executive

in the biography section of this Annual
Financial Report on pages 46 to 47.
Moreover, external mapping of role profiles
and identification of potential successors in
comparable industry roles was completed
for a number of Executive Committee

roles. As a result, the succession plan is
well positioned to ensure the strength of
leadership of the Group going forward.

Diversity is an important factor in
succession planning both at Board and
Executive level. Positively, it has resulted in
both the Board and Executive Committee
reaching the highest levels of gender

AIB GROUP BOARD

BOARD REMUNERATION
RISK COMMITTEE

COMMITTEE

NOMINATION &
CORPORATE
GOVERNANCE
COMMITTEE

SUSTAINABLE
BUSINESS ADVISORY

COMMITTEE

o\mhwwi

Risk management and Remuneration policies and Board composition,
compliance frameworks, practices, remuneration of committee membership, sustainable business strategy.
risk appetite profile, Chair, CEO, Executive corporate governance which includes the
concentrations and trends. Directors, ExCo and other policies and practices, and development and

senior management succession planning. safeguarding of the bank’s

social licence to operate.

Quality and integrity Support the Group with its
of accounting policies,
financial reporting and
disclosure, internal
control framework
and audit. See page 200 for
further information. See page 208 for further

information.

See page 204 for
further information. See pages 37 and 185

for further information.

See page 194 for
further information.

BOARD COMMITTEE BOARD COMMITTEE BOARD COMMITTEE BOARD COMMITTEE ADVISORY COMMITTEE
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balance in the Group's history. To ensure
consistent oversight, diversity in gender at
management level was included as part of
the 2019 balanced scorecard delivered to
the Board on a quarterly basis.

Culture development

The current culture across the Group and
its cultural ambitions were front and centre
of the Board’s mind in 2019. The Board

is committed to creating and nurturing

the right culture in AIB in order to fulfill

our purpose and achieve our strategic
objectives.

The Board were fully engaged in the
culture programme in 2019, dedicating
significant agenda time for discussion,
debate and providing overall direction

to the development of the programme.
The Board attended a session as part of a
deep dive on the topic of culture, where
the Board was briefed, inter alia, on the
intrinsic links between culture and strategy

and the development of cultural ambitions.

Following this session, consideration of the
topic continued through an open forum
discussion between the Board, Executive
Committee, and staff representatives from
across the Group who shared their direct

and personal views of, and experiences in,
the Group to date.

It was acknowledged that a long-term
programme was needed to enhance

the Group’s reputation and culture and
‘prove by doing’ to rebuild trust with our
customers and wider society. The Board'’s
ambition, and that of the Executive
Committee, is to be the leader on culture
across the industry. The Chairman noted
that, while enhancing the culture and
reputation of the Group was a lengthy and
challenging journey, commitment levels are
high and the results would be immense.

As such, the Culture Evolution Programme
was set up with a view to creating a multi-
year programme of activity to enhance the
culture in AIB. In September, employees
were invited to take part in live ‘Culture
Conversations’, the results of which
provided a solid foundation for the Board
to formulate AIB’s cultural ambition.

Through the work on cultural evolution,
the Board aimed to dissect and truly
understand the issues emerging from
employees, agree tangible actions for
execution and assess progress. The

AIB NON-EXECUTIVE DIRECTORS

GENDER DIVERSITY

Female: 5
Male: 5

BOARD TENURE

0-2years: 5
2-4 years: 3
4-6 years: 1
6-8 years: 1

AGE

46-55: 4
56-65: 4
66-75: 2

NATIONALITIES

Irish: 7
British: 2
American: 1
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Board took part in a number of ‘Out

and Abouts’ where they met with, and
received feedback from employees across
the business in both office and branch
environments.

2020-2022 strategy development

2019 saw the conclusion of our 2017-19
strategy and the development of the
2020-22 strategic plan which was robustly
reviewed and challenged at the Board and
Executive Committee offsite in November
and formally approved in early 2020.
Prior to that, the Board reviewed and
challenged the strategic plans at various
points throughout the year as detailed
below. Further details of the 2020-22
strategic plan are contained in the “Our
Strategy” section earlier in this Annual
Financial Report.

February 2019
Strategy framework review
and approval

March 2019
Ambition framework review
and approval

April 2019
External environment review

July 2019
Strategy update (@ambition, strategic
alignment, plan for November offsite)

November 2019

Strategy offsite to include ambition
and strategy, strategic calls, targeted
outcomes, financial plan, risk review,
strategy into action

December 2019
2020-22 group strategy
and financial plan review

January/February 2020
Group strategy and financial
plan approval

Brexit

Whilst the likely outcome and impact

of Brexit was unknown for much of the
year, the Board requested that an update
be provided at regular intervals, with as
much time being devoted by the Board as
necessary.

A Brexit Steering Group was set up and
provided regular updates directly to the
Board, including: an assessment of the
macroeconomic environment; an update
on the approval and withdrawal process
as relevant; and an assessment of the
impact on key UK and Ireland Brexit
Economic Indicators. Such indicators
included the EUR/GBP exchange rate, the
Purchasing Managers Index, retail sales,
the unemployment rate and tax receipts.

To further assure themselves of the
Group’s readiness, the Board requested

a deep dive as to principles to be applied
and actions which would be taken to
manage the business risk in a hard Brexit
environment. As a result of same, operating
principles were established which included
a playbook for a vast array of individual
scenarios that could potentially occur in

a hard Brexit. The Board also endorsed
additional governance steps to bolster
management’s ability to support at-risk
customers and to ensure credit was
provided in a timely manner to sustainable
customers.

The Board received updates on the
internal operational contingency plan
and the capability of the Group to serve
our customers post any Brexit-associated
deadlines. Through such updates from
the Brexit Steering Group, the Board was
satisfied that all possible contingency
actions had been taken to ensure
customers faced minimal disruption and
the sustainability of the business could
be maintained through a wide range of
potential outcomes. Further information on
Brexit and its presence as a key theme on
our risk agenda is detailed on page 77.

a\mhwwi
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GOVERNANCE IN AIB

ENGAGING WITH
OUR STAKEHOLDERS

The Board regularly engages with each of AIB’s five stakeholder groups in order to
understand their views and take them into consideration when making decisions.

The approach of the Board to stakeholder engagement aligns with the UK Corporate Governance Code 2018,
which applies to the Group by virtue of its premium listing on the London Stock Exchange. Whilst not directly
applicable to the Group due to it being a provision of UK company law, the Board welcomes the fresh stance
on stakeholder engagement introduced in 2019 under section 172 of the UK Companies Act 2006. The Board
acknowledges the benefits of considering the spirit intended by such provisions as part of its decision making

process. Further detail on how the Board engages with its stakeholders is set out below.

(9
I

OUR
CUSTOMERS

&)
YA

OUR
EMPLOYEES

OUR
INVESTORS

SOCIETY

REGULATORS

QOur purpose is to back our
customers to achieve their
dreams and ambitions.

Our 2.8 million customer
relationships are managed by
dedicated teams across Retail
Banking, CIB and AIB UK.

As at 31 December 2019,
AIB employed 9,520 people
across Ireland, the United
Kingdom and the United
States of America.

We have a diversified
range of institutional and
individual investors. The
Irish State is a significant
shareholder of the Group.

Society as a whole permeates
all of our stakeholder
considerations and also
forms a large part of our
sustainability agenda.

Including the Central Bank

of Ireland (CBI), European
Central Bank (ECB), European
Commission, Prudential
Regulation Authority (PRA),
Financial Conduct Authority
(FCA), Federal Reserve Bank
of New York (New York Fed).

WHY

One size does not fit all, however,
we acknowledge that all our
customers desire simple and
efficient services and interactions
across all our channels. To this end,
the Board strives to make decisions
that foster that simple and efficient
approach.

The Board is acutely mindful that
our people are the key resource and
enabler for the Group to deliver its
overall ambitions. Ensuring we have
an engaged workforce of strong
calibre and reputation is critical to
delivery for all of our stakeholders,
as well as ensuring our employees
are satisfied in work.

In order to ensure maximum
potential investor return, the Board
aims to lead the Group in meeting
its financial and non-financial
targets, while fostering a culture of
cost awareness and accountability
to ensure maximum potential
investor return.

In our general business practice,
targeted lending activities and
societal endeavours, we strive

to make a meaningful contribution
to the sustainability of the
communities in which we operate.

The Board strives to ensure financial
stability, consumer protection and
market integrity across the banking

industries in the regions we operate.

Additionally, strong engagement
with our regulators ensures the
Group is well positioned to comply
with regulation.

Focus on the Customer First pillar

in decision-making. Minimise and
effectively limit conduct related issues
to quickly resolve customer impact.
Regular Board oversight of Net
Promoter Scores, complaint metrics,
RepTrak metrics and, importantly in
2019, potential Brexit impacts.

Internal structures, on which the
Board receive updates include:
Speak Up, ongoing engagement with
Financial Services Union, Workplace
Options, Employee Resource Groups,
iConnect engagement, Culture
Evolution Programme. Meetings of
the Board and employees, formally
by invitation to Board events and
informally in ‘Out and Abouts’.

Ensuring continued compliance with
relevant legislation, regulations etc.
Meeting our shareholders at our
AGM. Information on our website.
Regular updates on our investor
relations programme including
investor engagement and feedback.
Board training session on market
views of an institutional investor.

Focus on the Group sustainability
agenda includes the work of the
Sustainable Business Advisory
Committee (SBAC) and the production
of the Sustainability Report. Addition
of Sustainable Communities as a fifth
strategic pillar.

Ongoing supervisory engagement,
including on-site inspections on
specific items, thematic reviews
and regular engagements with the
Board and Senior Executives.
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CULTURAL AMBITION

2019 saw the Board develop the cultural ambition for

the organisation and it is committed to playing a leading
role in enhancing culture across the industry. In addition
to the internal steps detailed on page 34, in 2019, the
Board supported the set-up of the Irish Banking Culture
Board (IBCB). The important work conducted by the IBCB,
which the Group supports, should drive better outcomes
for our customers, employees and society as a whole,
rebuilding trust and strengthening our reputation for

high standards of business conduct and a positive culture

across the Group. Robert Mulhall, member of the Executive

Committee, was designated as Executive Sponsor for
Culture across the Group and is a member of the IBCB
Board. In addition, the Group seconded a number of
individuals to assist the IBCB in its set-up phase.

IMPACTED A o @ @
STAKEHOLDERS: (N

MODERN SLAVERY ACT

In December 2019 the Board reviewed the Modern
Slavery Statement as required under the UK Modern
Slavery Act 2015, which applies to the Group as it
carries on business in the UK. The Board considered
the requirements of the Act to ensure organisations do
not put profit above the welfare and wellbeing of its
employees and those working on its behalf. The Board
considered that the Statement would also provide
customers with greater confidence in the services
provided by AIB. The Act requires transparency as to how
the Group mitigates Modern Slavery risk and aims to
protect workers from exploitation.

IMPACTED & B @
STAKEHOLDERS: [aYA)

STRATEGY DEVELOPMENT

Strategy 2020-22 was subject to a comprehensive review of the Group's
activities and the material risks facing the Group. The Board considered all
elements of the strategy in terms of the level of impact on each stakeholder,
whether that impact may be positive or negative and the risk mitigants to
each. As part of our strategy consideration, it was agreed that the proposed
strategy broadly supported the considerations of our key stakeholders. Further
details on the Board's role in strategy development is detailed on page 35.

IMPACTED Ao o > :@
STAKEHOLDERS: [AYA)

CORPORATE DEVELOPMENT

The Board considered the acquisition of Payzone by way of a joint venture
with First Data Corporation at length and concluded that the proposed
acquisition was consistent with the Group’s strategy to evolve our customer
service and product proposition in our core market and enhance our fintech
capability. Considerations of investor return, improved offerings to customers
and impact on employees of both AIB Group and Payzone were all included
in Board discussions. Additionally, the European Commission, being the
regulator for such transactions, was consulted as appropriate.

IMPACTED ae o >
STAKEHOLDERS: (N

SUSTAINABLE COMMUNITIES

The Sustainable Business Advisory Committee (SBAC) supports the Board

in overseeing the Group's sustainability strategy. Through the year, SBAC
received updates and oversaw many sustainable initiatives such as the Green
Bond Framework which would allow AIB to issue green bonds and meet the
demands of investors who are increasingly seeking to invest in green bonds.
Additionally SBAC considered the Group becoming Founding Signatory of the
UNEP FI Principles for Responsible Banking at the UN General Assembly and
a supporter of the Task Force on Climate-related Financial Disclosures (TCFD)
which cumulatively position the Group strongly to deliver on its aims of long-
term sustainable growth for the benefit of our stakeholders.

IMPACTED e @ @
STAKEHOLDERS:
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RISK SUMMARY

HOW WE
MANAGE RISK

We use effective risk management and control, aligned to
our strategy, to guide and protect AIB.

AIB implements a strong risk
management approach to protect
our business. We identify the principal
risks and uncertainties including the
key external risk drivers that could
adversely impact our customers,

our business and the delivery of our
strategic objectives. Risk is defined

as any event that could damage

the core earnings capacity of the
Group, increase cash flow volatility,
reduce capital, threaten business
reputation or viability, result in breach
of regulatory or legal obligations

or give rise to poor customer
outcomes. A cornerstone of the risk
management approach is the Three
Lines of Defence model. The First
Line of Defence owns the risks and is
responsible for identifying, reporting

and managing them. They are also
responsible for ensuring that the right
controls are in place to mitigate the
risks. The Second Line of Defence
sets the frameworks and policies for
managing specific risk areas, provides
advice and guidance in relation to the
risk and provides independent review
and challenge and reporting on AIB’s
risk profile. The Third Line of Defence
is the Group Internal Audit function
which provides independent and
objective assurance of the adequacy of
the design and operational effectiveness
of the risk and control environment.
The design and implementation of
the Three Lines of Defence model is
underpinned by eight principles that
define the key risk accountabilities.
This is set out in the chart below.

Risk governance structure

The Board has ultimate responsibility
for the governance of risk-taking
activity at AIB. This is achieved
through a risk governance structure
designed to facilitate the reporting,
evaluation and escalation of risk
concerns from business areas and
control functions upwards to the
Board. The Board is assisted in its risk
governance responsibilities by the
delegated sub-committees of the
Board and the Executive Committee:
e Board Risk Committee;

e Board Audit Committee;

e Group Risk Committee;

e Asset & Liability Committee.

THREE LINES OF DEFENCE MODEL AND PRINCIPLES

FIRST LINE OF DEFENCE
PRINCIPLES

Frontline, operational and
support activities

Principle 2
Provide risk ownership and oversight
responsibilities

Principle 3
Identifies, records, reports and
manages the risks

Principle 4

Ensures the right controls and
assessments are in place to mitigate
the risks

SECOND LINE OF
DEFENCE PRINCIPLES

Principle 1
Sets the frameworks and policies
for managing specific risk types

Principle 5
Provides advice and guidance
in relation to the risk

Principle 6
Provides independent oversight and
reporting on the Group’s risk profile

Principle 7

Provides challenge to the effectiveness
of the risk management and control
processes

THIRD LINE OF
DEFENCE PRINCIPLE

Group Internal Audit

Principle 8

Provides independent
and objective assurance
of the adequacy of the
design and operational
effectiveness of the risks
and control environment

See the AIB Group business structure on page 6.



Linking risk management to strategy
The Group's approach to risk
management directly supports the
achievement of the Group's purpose
and strategic objectives. In the first
instance the strategic objectives are
established and approved by the
Board. A Material Risk Assessment
(MRA) is performed annually to
identify the principal risks to which the
Group is exposed. The Board then sets
out the risk appetite for the Group to
ensure that the strategic objectives are
executed in line with the Board’s risk
appetite. The Risk Appetite Statement
is then cascaded to business

Risk Summary

segments (Retail Banking, CIB and AIB
UK) and licenced subsidiaries. The Risk
Appetite Statement is a key part of
embedding risk culture and fostering
responsible risk-taking and risk
management behaviours throughout
the Group. Risk appetite limits are
monitored on an ongoing basis and
the Group’s compliance with limits is
reported to the Board on a monthly
basis, as well as the subsidiary Boards
on a quarterly basis, as part of Chief
Risk Officer (CRO) reporting. In each
of the Principal Risks, pages 40 to

43, a description is given as to how
the Principal Risk is managed, the
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mitigating actions and the alignment
with the Group’s strategic pillars.

Top and emerging risk drivers in 2019
The CRO prepares a report for the
Group Risk Committee and Board

Risk Committee setting out the risk
profile of the Group and emerging risk
themes. The key themes considered
by the risk governance committees
during 2019 are outlined below.
These interact with the Principal

Risks to varying degrees. In the ‘Risk
Management’ section in this Report,
‘Individual risk types’, pages 79 to 170,
sets out the key risk drivers impacting

REGULATORY AND LEGAL CHANGE

AIB may be adversely affected by R‘E:g.,s

unexpected or complex changes in
regulation, accounting standards and \l/
legislation. AIB may also be affected by

changes in tax requirements, including

changing interpretation by tax authorities

A failure to meet regulatory requirements
could have a financial and/or reputational
impact. Embedding a robust and
sustainable risk culture is key to ongoing
compliance.

FINANCIAL, MACROECONOMIC AND GEOPOLITICAL VOLATILITY

TREND
AIB may be adversely affected by changes e

in the macroeconomic outlook, changes
in financial and credit markets, increasing \l/
geopolitical tensions and changes in

expectations of central banks” monetary

policies

The continued global macroeconomic

uncertainty and the lower-for-longer

central bank interest rate policies

contribute to downward pressure on

credit quality and net interest income. See

1.6.1 (page 77) for further details on Brexit.

PACE OF CHANGE IN COMPETITION, LABOUR MARKETS

AND CUSTOMER EXPECTATIONS

TREND
IN 2019

%

AIB may be adversely affected by

the pace of change of industry best
practice, competitive landscape, labour
market including availability of skills,
demographics and/or societal behaviours
and expectations

The rapidly changing environment
requires significant investment in order
for AIB to remain competitive, including
responding to competition from new
entrants (e.g. fintechs).

each Principal Risk.

CYBER

AIB may be adversely affected by cyber attacks. The
volume and sophistication of cyber attacks continues
to increase, as online transactions become more
prevalent

A successful attack would result in a monetary and/
or reputational impact. See section 1.6.3 (page 78) for
more detail on Cyber risk.

AIB may be adversely affected through the
manifestation of physical risks (such as the impact on
property from weather-related events) and transition
risks (the financial risks as a result of the transition to
a low-carbon economy)

Failure to manage these risks would result in either
financial and/or reputational impact from a lack of
adherence to sustainable principles. See section 1.6.2
(page 78) for more details on Climate risk.

CHANGING EXTERNAL PERCEPTIONS OF AIB

AIB may be adversely affected by a change in
customer and market perceptions of the Group

Changing perceptions could result in withdrawals
of customer deposits, an unwillingness of
customers to apply for credit and difficulty in
attracting and retaining the right talent, skills

and capabilities within the Group.

Risk profile improved
during 2019

Risk profile remained
stable during 2019

« 4>

during 2019

TREND IN 2019

Risk profile deteriorated

c\mpwmi

TREND
IN 2019

-

TREND
IN 2019
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TREND
IN 2019
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RISK SUMMARY

OUR
PRINCIPAL
RISKS

Business Model Risk

The risk of not achieving the Group’s
strategy or approved business plan,
either as a result of an inadequate
implementation plan, or failure to
execute on the strategy as a result

of an inability to secure the required
investment, or due to external factors.

Example

More intense price-based competition
from incumbent providers and/or new
entrants from the fintech sector.

Key mitigating
considerations and controls

Annual Board review of strategy

The Board receives regular
updates on performance against
strategic objectives via a quarterly
performance scorecard

Comprehensive reports setting out
the current financial performance
against budget, multi-year financial
projections, capital plans and
economic updates

A CRO report is produced monthly
and reviewed by the Board and
Group Risk Committees.

Alignment to strategic
priorities and pillars

We achieve sustainable growth
by delivering long-term value to
customers and stakeholders, by
being efficient in our operations
and by pricing appropriately.
(Simple & Efficient)

We create long-term shared
value in a sustainable way for our
customers, stakeholders and the
communities in which we live and
work. (Customer First)

We conduct our business by putting
the customer first and doing the
right thing. (Customer First).

+ Read more: pages 168 to 169

We manage the most significant risks which could
impact on achieving our strategic objectives.

Conduct Risk

The risk that inappropriate actions or
inactions by the Group cause poor and
unfair customer outcomes.

Listed in alphabetical order

Capital Adequacy Risk

Capital adequacy risk is the risk that

the Group does not maintain sufficient
capital to achieve our business strategy,
support our customers or to meet
regulatory capital requirements.

Example

A worsening macroeconomic
environment could lead to adverse
financial performance, which could
deplete capital resources and/or
increase capital requirements due to
a deterioration in customers’ credit
worthiness.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering key
regulatory and internal capital
requirements

e Comprehensive Internal Capital
Adequacy Assessment Process
(ICAAP) Framework and Capital
Adequacy Policy

e Regular forward-looking
assessment of capital adequacy
via annual ICAAP and quarterly
internal stress testing, which
considers a number of scenarios
including a base case, moderate
downside and severe but
plausible stress

e Monthly reporting of the Group’s
capital metrics to ALCo

e  Capital contingency and recovery
planning activities.

Alignment to strategic
priorities and pillars

e We have sufficient quantity and
quality of capital to support
the Group in both normal and
stressed economic conditions and
to maintain an appropriate buffer
to minimum regulatory ratios and
to meet market and rating agency
expectations. (Risk & Capital).

+ Read more: page 154

Example

Customer complaints outstanding without
proper investigation would lead to unfair
customer outcomes.

Key mitigating
considerations and controls

Board approved and monitored
risk appetite limits covering

key dimensions of regulatory
compliance risk

The Group has a Conduct Risk
Framework, which is embedded

in the organisation and provides
oversight at Executive and Board
level via the Group Conduct
Committee and the Group Product
and Proposition Committee

A suite of policy standards that
clearly define expected standards
of behaviour including how we
lend responsibly and how we deal
with vulnerable customers

Mandatory conduct-related
training required to be completed
by all staff.

Alignment to strategic
priorities and pillars

We conduct our business in a fair
and transparent manner in line
with our purpose, values and
strategic ambition. (Customer First,
Talent & Culture)

We ensure processes are in place
to minimise the systemic risk of
unfair customer outcomes arising
from inadequate product design,
sales and lifecycle processes or
market abuse. (Risk & Capital).

+ Read more: pages 166 to 167



Credit Risk

The risk that the Group will incur losses
as a result of a customer or counterparty
being unable or unwilling to repay a
credit exposure or commitment that it has
entered into.

Example

Changes in the economic environment
(for example Brexit uncertainty) could
impact profitability due to higher-than
-expected credit losses.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering the key
dimensions of credit risk

e The Group Credit Risk Framework
and Group Credit Risk Policy are
overarching Board-approved
documents which set out, at a high
level, the principles of how the Group
identifies, assesses, approves, monitors
and reports credit risk to ensure robust
credit risk management is in place

e The Group implements and operates
policies to govern the identification,
assessment, approval, monitoring and
reporting of credit risk

e  Second line assurance to monitor
compliance with policies and limits

e A specialised recovery function
focuses on managing the majority
of criticised loans and deals with
customers in default, collection or
insolvency.

Alignment to strategic
priorities and pillars

e We build long-term lending
relationships with customers that
are resilient through the cycle.
(Customer First)

e Our core market is in Ireland.
(Simple & Efficient)

e We provide credit to high-quality
renewable energy and energy-
efficiency projects. (Sustainable
Communities).

+ Read more: pages 79 to 144

Risk Summary

Financial Risk

The uncertainty of returns attributable to
fluctuations in market factors. Where the
uncertainty is expressed as a potential
loss in earnings or value, it represents a
risk to the income and capital position of
the Group.

Example
Earnings are impacted by changes in
interest rates and/or market prices.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering key
dimensions of financial risk policies,
systems, controls and monitoring

e The Group substantially reduces
our market risk through hedging in
external markets

e Regular oversight and monitoring
by the Group'’s Asset & Liability
Management Committee (ALCo)
of market risk positions and
exposures, including review of
hedging strategy.

Alignment to strategic
priorities and pillars

e We are exposed to financial
risks as a result of discretionary
and non-discretionary activities
including Credit Spread Risk, IRRBB
and Trading Book. These financial
risks are managed to limit income
volatility and their impact on
capital. (Risk & Capital, Simple
& Efficient).

+ Read more: pages 155 to 163
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Funding and Liquidity Risk

The risk that the Group will not be
able to fund our assets and meet our
payment obligations as they fall due
without incurring unacceptable costs
or losses.

Example

A deterioration in either the Group’s
credit rating or a sudden and significant
withdrawal of customer deposits would
adversely impact the Group's funding
and liquidity position.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering key
dimensions of funding and liquidity
risk

e Group funding and liquidity
strategy, policies, systems, controls
and monitoring

e Annual forward-looking Internal
Liquidity Adequacy Assessment
Process (ILAAP)

e ALCo reviews the Group’s
funding and liquidity risk position
and makes decisions on the
management of the Group's assets
and liabilities

e Liquidity contingency and recovery
planning activities.

Alignment to strategic
priorities and pillars

e We ensure that our liquidity and
funding profile is managed to
deliver a sustainable supply of
funding for the Group’s activities
and that this profile exceeds Board
and regulatory requirements.

(Risk & Capital).

+ Read more: pages 145 to 153
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Model Risk

Operational Risk

The Group may incur a loss as a
consequence of decisions principally
based on the output of models

due to errors in the development,
implementation or use of such models.

Example

The consequences of inadequate
models include: inappropriate levels of
capital or impairments; inappropriate
credit or pricing decisions; and adverse

impacts on funding, liquidity and profits.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering key
dimensions of model risk

e A Group Model Risk Framework
and supporting policies, including
model validation

e Senior Executive committees
monitor and maintain oversight of
the performance of the Group’s
models.

Alignment to strategic
priorities and pillars

e Models should be logical and
efficient with clearly understood
and interpreted aims. (Simple &
Efficient)

e We only use appropriately
designed, deployed and
maintained models for
decision-making. (Risk & Capital)

e We develop and maintain highly
competent and skilled teams,
supported by appropriate data
governance structures and
frameworks. (Talent & Culture).

+ Read more: page 169 to 170

The risk arising from inadequate or failed

internal processes, people and systems, or
from external events; including the potential
for loss arising from the uncertainty of legal
proceedings and potential legal proceedings.

Example

The dynamic threat posed by cyber risk to the
confidentiality and integrity of electronic data
or the availability of systems. The Group has

a low risk appetite for loss of confidentiality,
integrity or availability of our information assets
as a result of cyber events.

Key mitigating
considerations and controls

Board approved and monitored risk
appetite limits covering key dimensions
of operational risk

Operational Risk Framework and suite
of policies, setting out principles, roles
and responsibilities and governance
arrangements for the management of
operational risk across the Group

The Group continues to invest
significantly in technology, including
cyber deterrents and defences with
controls to predict, prevent, detect and
respond to cyber risk

The Group operates a risk and control
assessment of our processes and people
to deliver objectives and keep customers
safe.

Alignment to strategic
priorities and pillars

We design and manage controls,
processes and systems according
to our risk frameworks and policies.
(Risk & Capital)

We ensure the management of critical
IT delivers exemplary levels of customer
access to our services as and when they
need it. (Customer First)

We ensure that we have the right
talent, skills and capabilities within the
organisation to support accountable,
collaborative and trusted ways of
working. (Talent & Culture)

We ensure that “Green” products are
appropriately designed. (Sustainable
Communities).

+ Read more: pages 163 to 164
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People and Culture Risk

The risk to achieving the Group’s
strategic objectives as a result of an
inability to recruit, retain or develop
people, or as a result of behaviours
associated with low levels of
employee engagement.

Example

Inability to attract or retain staff
with key skills could impact the
achievement of business objectives.

Key mitigating

considerations and controls.

e  Board approved and monitored
risk appetite limits covering
key dimensions of people and
culture risk

e Revised career model to
empower our people to drive
their career journeys and
champion AIB’s purpose

° Focused action to attract,
retain and develop high-calibre
people

e Senior leader development
programmes are in place.

Alignment to strategic
priorities and pillars

e We retain and recruit talented
staff to support our future
strategic plans. (Talent & Culture)

e  Ourvalues and Code of
Conduct contain clear
statements of the behaviours
we expect from everyone in AIB
and we place great emphasis
on the integrity of staff and
accountability for both in-action
and actions taken. (Customer
First).

+ Read more: page 167 to 168
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Regulatory Compliance Risk

The risk of legal or regulatory sanctions
or failure to protect market integrity
could result in material financial loss or
reputational damage. Failure to comply
with laws, regulations, or rules, for
example Anti-Money Laundering,
Countering Terrorist Financing and
modern slavery, as well as self regulatory
standards and codes of conduct, could
result in regulatory sanction.

Example

Failure to deliver key regulatory changes
or to comply with ongoing requirements
could result in a regulatory sanction or
fine.

Key mitigating

considerations and controls

e  Board approved and monitored
risk appetite limits covering
key dimensions of regulatory
compliance risk

e Training is provided to staff on the
Group'’s frameworks and policies
for regulatory compliance and
reporting

e Business policies, procedures,
systems and training in place
to help ensure compliance with
relevant regulatory requirements

e |dentification, assessment and
monitoring of new or changing
laws and regulations, including
collaboration with industry bodies.

Alignment to strategic
priorities and pillars

e We have no appetite for deliberate
or systemic breaches of internal
policies, standards and compliance
obligations or the untimely
reporting and resolution of such
incidents. (Customer First, Risk &
Capital)

e We do not have relationships with,
or knowingly process transactions
involving, companies or individuals
operating from/residing in an
Extreme High Risk Country.

(Risk & Capital).

+ Read more: page 165 to 166
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OUR BOARD
OF DIRECTORS

RICHARD
PYM

BRENDAN
MCDONAGH

TOM
FOLEY

BASIL
GEOGHEGAN

SANDY KINNEY
PRITCHARD

CAROLAN
LENNON

Non-Executive Chairman
Independent on
appointment

Independent Non-Executive
Director and Deputy Chair

NATIONALITY

British Irish

DATE OF APPOINTMENT

13 October 2014: 27 October 2016

Chairman designate

1 December 2014: Chairman

24 October 2019:
Deputy Chair

Senior Independent Non-
Executive Director

Irish

13 September 2012

12 October 2019:
Senior Independent Director

COMMITTEE MEMBERSHIP (as at 31 December 2019)

¢ Remuneration
¢ Nomination & Corporate
Governance (Chair).

EXPERTISE

Richard is a Chartered
Accountant with extensive
experience in financial
services. He is a former
Chairman of UK Asset
Resolution Limited, Nordax
Bank AB (publ), The
Co-operative Bank plc,
Brighthouse Group plc and
Halfords Group plc. He is

a former Non-Executive
Director of The British Land
Company plc, Old Mutual
plc and Selfridges plc.
Richard was appointed as
Chairman in 2014. In 2019,
Richard announced his
intention to step down as
Chairman of AIB Group in
March 2020.

* Board Risk (Chair)

¢ Board Audit

¢ Remuneration

* Nomination & Corporate
Governance.

Brendan started his
banking career with HSBC
in 1979, working across
Asia, Europe and North
America, where he held
various roles such as
Group Managing Director
for HSBC Holdings Inc,
membership of the HSBC
Group Management
Board and CEO of

HSBC North America
Holdings Inc. Brendan

is a former Director of
Ireland’s National Treasury
Management Agency.

He was previously the
Executive Chairman of
Bank of N.T. Butterfield &
Son Limited.

KEY EXTERNAL APPOINTMENTS

None

Non-Executive Director and
Chair of Audit Committee of
UK Asset Resolution Limited

Chair of the Trinity Business
School Advisory Board

Serves on the Board of
The Ireland Funds, Ireland
Chapter

Chairman, PEAL Investment
Partners Limited

¢ Board Audit
¢ Nomination & Corporate
Governance.

Tom qualified as a
Chartered Accountant with
PricewaterhouseCoopers.
He is a former Executive
Director of KBC Bank
Ireland and held a variety
of senior management
and board positions with
KBC. During the financial
crisis, Tom was a member
of the Nyberg Commission
of Investigation into the
Banking Sector and the
Department of Finance
Expert Group on Mortgage
Arrears and Personal Debt.

Non-Executive Director,
Intesa Sanpaolo Life d.a.c.

Non-Executive Director,
GCM Grosvenor Alternative
Funds Master ICAV GCM
and Grosvenor Alternative
Funds ICAV

Independent
Non-Executive Director

Irish

4 September 2019

¢ Board Risk
¢ Board Audit.

Basil is a partner in

PJT Partners, London.
Previously Basil was a
Managing Director at
Goldman Sachs, Deutsche
Bank and Citigroup in
London and New York. He
has broad M&A, corporate
finance and strategic
advisory experience in

the US, UK, Ireland and
internationally. He qualified
as a solicitor with Slaughter
and May. Basil is Chairman
of daa plc and Patron of
the Ireland Fund of Great
Britain. He holds an LLB
from Trinity College, Dublin
and an LLM from European
University Institute.

Chairman, daa plc
Partner, PJT Partners

Patron of IFGB (Ireland Fund
of Great Britain)

Independent
Non-Executive Director

Irish

22 March 2019

* Board Audit (Chair)
¢ Board Risk.

Sandy is a University
College Dublin graduate,
with a distinguished
career across the financial
services industry. She is an
accountant who previously
was a senior partner at
PricewaterhouseCoopers
LLP and has held a
number of Non-Executive
Directorship roles,
including at Irish Life &
Permanent Plc, Skipton
Building Society, the FSCS,
TSB Bank Plc and MBNA
Ltd.

Non-Executive Director and
Chair of Audit Committee of
Credit Suisse (UK) LTD

Non-Executive Chair of the
Board of London & Country
Mortgages Ltd

Independent
Non-Executive Director

Irish

27 October 2016

¢ Board Risk
¢ Sustainable Business
Advisory.

Prior to her current role of
CEO of Eir, Carolan held a
variety of executive roles

in Eir Limited, including
Managing Director of
Open Eir, Acting Managing
Director Consumer and
Chief Commercial Officer.
Prior to joining Eir, she held
a number of senior roles in
Vodafone Ireland, including
Consumer Director and
Marketing Director. Carolan
is a former Non-Executive
Director of the Dublin
Institute of Technology
Foundation and the Irish
Management Institute.

Chief Executive Officer of Eir

Sits on the Council of
Patrons for Special Olympics
Ireland
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ANN
O’BRIEN

RAJ
SINGH

Independent
Non-Executive Director

Independent
Non-Executive Director

NATIONALITY
British Irish
DATE OF APPOINTMENT

4 September 2019

17 December 2015

Independent Non-Executive
Director

Nominee of the Minister

for Finance under the
Relationship Framework in
respect of the relationship
between the Minister and
AlIB Group

Irish

25 April 2019

COMMITTEE MEMBERSHIP (as at 31 December 2019)

e Remuneration (Chair)

¢ Nomination & Corporate

Governance.

EXPERTISE

Elaine is a highly
experienced human
resources director

whose career began in
retail, working in human
resources roles at Harrods
and Windsmoor before
joining the Arcadia Group
as Retail Operations
Director and HR Director.
Since then, Elaine has
enjoyed a very successful
senior HR leadership
career culminating in her
appointment as Group
Human Resources Director
for Legal and General plc
in 2006. Elaine holds an
MA in English Literature
and Psychology from the
University of Glasgow.

¢ Sustainable Business
Advisory (Chair).

Helen is currently
Marketing Director of
Boots UK and Ireland. She
is also Chair and Director of
the Boots Charitable Trust.
Helen started her career
working for Infratest+GfK,
based in Germany. Helen
moved to Motorola, as
Director of Marketing and
then Director of Global
Consumer Insights and
Product Marketing and
thereafter to Ofcom

as Director of Market
Research. Helen also

held the roles of Chief
Marketing Officer at
Countrywide, Chief
Marketing Officer at DFS
and Director of Marketing
and Audiences at the BBC.

KEY EXTERNAL APPOINTMENTS

None

Marketing Director, Boots
UK and Ireland

¢ Remuneration
e Sustainable Business
Advisory.

Ann has over 30 years’
experience in the financial
services industry. A
graduate of both University
College Dublin and Trinity
College Dublin, for the

past 30 years, Ann has led
complex management
consulting engagements
at many of the world’s
largest global banking and
securities organisations.
Her most recent role was
as a Principal with Deloitte
in New York where she was
based for 10 years.

None

Independent Non-Executive

Director

Nominee of the Minister
for Finance under the
Relationship Framework in
respect of the relationship
between the Minister and
AlIB Group

American

25 April 2019

¢ Board Risk
¢ Sustainable Business
Advisory.

Raj has 34 years’ business,
risk and governance
experience gained in
large complex financial
services organisations.
Raj previously served as a
non-executive director of
a national credit bureau
and two publicly traded
financial institutions in
addition to serving on
the Boards of many

of the major banking,
insurance, reinsurance
and asset management
subsidiaries of the firms
where he has worked.

He is currently the Chief
Risk Officer and Executive
Committee member of
EFG International, a Swiss
private banking group.

Chief Risk Officer of EFG
International

Chief Executive Officer

8 March 2019

In March 2019, Colin

was appointed Chief
Executive Officer. He
joined AlB in August 2016
as Managing Director,
Wholesale, Institutional

& Corporate Banking.
Prior to joining AIB, he
was Managing Director
at Macquarie Capital in
Ireland. Previously, he
was a Policy Adviser at the
Departments of Transport
and Finance, Research
Director at Goodbody
Stockbrokers, Head of
Trading Research at Bank
of Ireland Group Treasury
and a country risk analyst
at NatWest. He has a Phd
in Economics from Trinity
College Dublin.

Serves on the Board
of The Ireland Funds,
Ireland Chapter

c\mhwmi

TOMAS
O’MIDHEACH

Chief Operating
Officer and

Deputy Chief Executive
Officer

13 March 2019

Tomas has 25 years’
experience in the
financial services industry.
He spent 11 years with
Citibank in the UK, Spain
& Dublin where he held
several senior positions
in Finance. He joined AIB
in June 2006 to lead a
finance operating model
transformation project
and has since held

a number of senior
executive positions
including Head of Direct
Channels & Analytics
and Chief Digital Officer.
In 2019 Tomas was
appointed Deputy

Chief Executive Officer
and Executive Director.
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EXECUTIVE
COMMITTEE

a

CATHY
BRYCE

GERALDINE
CASEY

HELEN
DOOLEY

DONAL
GALVIN

DEIRDRE
HANNIGAN

ROBERT
MULHALL

Managing

Director of Corporate,
Institutional & Business
Banking (CIB)

EXPERTISE

Cathy joined AIB from
her most recent role at
the National Treasury
Management Agency
where she held the
position of Director,
NewERA and NDFA. As
well as her time in AIB
previously, where she
gained over 20 years’
experience in a range

of capital markets and
commercial banking
roles, Cathy has worked
in investment banking

in London with Morgan
Stanley and ABN AMRO in
Dublin. She is a business
graduate of Trinity College
Dublin and holds an MBA
from INSEAD.

Chief People Officer

Geraldine joined AIB in
January 2020 from her
most recent role as director
of People, Communications
and IT at Tesco Ireland.

She was also a member

of the Executive Board

of Tesco for the past 5
years and has a wealth of
experience working closely
with internal and external
stakeholders. Geraldine has
led large teams through
Culture, Process and
Organisational change.
She is an accomplished
business leader, having run
Tesco’s retail operations

at national level before
taking up her current role.
Geraldine is a business
graduate from UCC.

Group General
Counsel

Helen has over 25 years’
experience in legal
financial services, having
worked in private practice
in the City of London, Hong
Kong and Dublin, before
taking up an in-house role
as Head of Legal in EBS
Building Society in 2005.
EBS became part of the
AIB Group in 2011 and
Helen was subsequently
appointed as AIB Group
General Counsel in 2012.
Over the last 15 years,

in addition to her legal
role, Helen has also held
the Company Secretary
position and managed
the regulatory compliance
and HR functions. Helen
is currently responsible
for the Legal & Corporate
Governance function.

Chief Financial
Officer

Donal joined AIB as Group
Treasurer in September
2013 and was appointed
Chief Financial Officer in
March 2019. Donal has
worked in domestic and
international financial
markets over the last 20
years. He was Managing
Director in Mizuho
Securities Asia, the
investment banking arm
of Japanese bank Mizuho,
where he was responsible
for Asian Global Markets.
Before that, he was
Managing Director

in Dutch Rabobank,
managing its London and
Asian Global Financial
Markets business and
Treasurer of Rabobank
International.

Chief Risk Officer

Deirdre joined AIB from
the National Treasury
Management Agency
where she was Chief Risk
Officer and chaired the
Executive Risk Committee.
She has held a number

of senior international

risk management roles
with GE Capital and
progressively senior roles
in Bank of Ireland, primarily
in Strategy and Risk
Management. Previous to
that, she worked in Retail
and Corporate Banking
with AIB and Rabobank.
In 2010, she was admitted
as a Chartered Director to
the Institute of Directors in
London.

Managing Director
Designate of AIB Group
(UK) plc

Robert was announced

as Managing Director
Designate for AIB Group
(UK) subject to regulatory
approval in November
2019, prior to which he
was the bank’s Managing
Director of Consumer
Banking. Robert’s career in
AlB has spanned almost 25
years, covering a variety of
roles up to senior executive
management level.
Outside of AIB, he held

the position of Managing
Director, Distribution &
Marketing Consulting,

and Financial Services
with Accenture in North
America from 2013 to 2015.
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BRENDAN
O’CONNOR

JIM
O’KEEFFE

MARY
WHITELAW

Managing Director of AIB
Group (UK) plc

EXPERTISE

Brendan joined AIB in 1984
and has held a number of
senior roles throughout
the organisation, both

in New York and Dublin,
including Head of AIB
Global Treasury Services,
Head of Corporate Banking
International and Head

of AIB Business Banking.
He joined the Leadership
Team as Head of Financial
Solutions Group before
moving to his current role
as Managing Director

of AIB Group (UK) plc in
November 2015. He will
step down from this role in
September 2020.

Managing Director
of Retail Banking

Jim has worked across
many aspects of Retail
Banking including
leadership roles in IT, Direct
Channels, Mortgages
and BZWBK (now
Santander) in Poland. He
was appointed Head of
Financial Solutions Group
in 2015 with responsibility
for developing a strategy
to support customers in
financial difficulty, which
resulted in a significant
reduction in NPEs. He
was Chief Customer &
Strategic Affairs Officer
from November 2018 to
November 2019, when he
was appointed Managing
Director of Retail Banking.

Director of Corporate Affairs
& Strategy

Mary joined AIB in 2007
and her experience

has spanned the retail,
corporate and treasury
businesses. She has

held a number of senior
leadership roles across the
bank including Chief of
Staff, Head of Strategy &
Business Performance for
Corporate and Institutional
Banking and Head of
Corporate Treasury Sales.
Prior to joining AIB, Mary
trained as a Chartered
Accountant and Chartered
Tax Adviser with PwC. She
is a graduate of University
College Dublin.

Colin Hunt (CEO) and Tomas O’Midheach (COO)
are also on the Executive Committee.
Their biographies can be found on page 45.
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NON-FINANCIAL
STATEMENT

Our non-financial statement is intended to comply with the European
Union (Disclosure of Non-Financial and Diversity Information by certain
large undertakings and groups) Regulations 2017.

The tables below offer a guide to the relevant information on key non-financial matters, including
sections of both this report and our Detailed Sustainability Report 2019. Our Detailed Sustainability
Report 2019 is published in accordance with the Global Reporting Initiative (GRI) Standards.

ENVIRONMENTAL SOCIALAND
MATTERS EMPLOYEE MATTERS
POLICIES POLICIES
Environmental policy Code of Conduct
Energy policy Diversity & Inclusion code, Board Diversity policy, policies

on leave and flexible working and volunteering policy?
Selection policy!

Grievance policy*

Speak Up policy

Disciplinary policy?

INFORMATION ABOUT OUR ACTIVITIES, INFORMATION ABOUT OUR ACTIVITIES,
POLICY OUTCOMES AND APPROACH POLICY OUTCOMES AND APPROACH
TO RISK MANAGEMENT TO RISK MANAGEMENT
2019 Highlights, pages 20 to 21 Our Strategy 2019 Outcomes Talent & Culture’ page 29
Engaging with our Stakeholders, pages 36 to 37 Engaging with our Stakeholders, pages 36 to 37
Focus on Sustainability, page 30 Focus on Sustainability, page 30
How we Manage Risk, pages 38 to 43 Report of the Board Audit Committee, page 194

See also our Detailed Sustainability Report 2019: How we Manage Risk, pages 38 10 43

® Responding, ‘Climate Action’ See also our Detailed Sustainability Report 2019:
o Risk. e Responding, ‘Culture’
o Risk.

1. These policies are not published externally.
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RESPECT FOR

HUMAN RIGHTS

BRIBERY AND
CORRUPTION

POLICIES
Code of Conduct

Data Protection policy?

Third Party Management Risk policy?

INFORMATION ABOUT OUR ACTIVITIES,
POLICY OUTCOMES AND APPROACH
TO RISK MANAGEMENT

Focus on Sustainability, page 30
Engaging with our Stakeholders, pages 36 to 37
Data Protection Notice: https://aib.ie/dataprotection

AIB Group plc Modern Slavery Statement 2019: https://
group.aib.ie/content/dam/aib/group/Docs/modern-slavery-
statement.pdf

How we Manage Risk, pages 38 to 43

See also our Detailed Sustainability Report 2019:
® Responding, ‘Culture’
o Risk.

POLICIES
Code of Conduct

Anti-Bribery & Corruption policy
Conflicts of Interests policy

Anti-Money Laundering & Countering the Financing
of Terrorism policy*

INFORMATION ABOUT OUR ACTIVITIES,
POLICY OUTCOMES AND APPROACH
TO RISK MANAGEMENT

Engaging with our Stakeholders, pages 36 to 37

General Statement on Anti-Money Laundering and
Counter Terrorism Financing: https:/group.aib.ie/legal

How we Manage Risk, pages 38 to 43

See also our Detailed Sustainability Report 2019:
® Responding, ‘Culture’
® Risk.

KEY INFORMATION

pladehiia ol Kolpe s See inside front cover

BUSINESS MODEL

PRINCIPAL RISKS RELATING TO: SEE INDIVIDUAL RISKS:
Environmental matters

Credit risk, page 79 - 144, Operational risk page 163 - 164

Social and employee matters People and culture risk, page 167 - 168

Respect for human rights

People and culture risk, page 167 - 168, Operational risk page 163 - 164,
Regulatory compliance risk, page 165 - 166

Regulatory compliance risk, page 165 - 166, Conduct risk, page 166 - 167

Bribery and corruption See also our Detailed Sustainability Report 2019:

o Risk.

POLICY DUE DILIGENCE Risk Management Framework, pages 72 - 78

Environmental matters

NON-FINANCIAL KEY

PERFORMANCE INDICATORS

Respect for human rights

Bribery and corruption

For a copy of our Detailed Sustainability Report 2019 and
> Mmore information, including policies we publish externally, Hensnr
see: aib.ie/sustainability

1. These policies are not published externally.

Social and employee matters

Strategic Targets ‘Reduction in Emissions’ measure,
page 29

Strategic Targets ‘Diversity’ and ‘Engagement’ measures,
page 29

Mandatory requirement for annual completion of Code
of Conduct training: see our 2019 Detailed Sustainability
Report: Responding ‘Culture’, Code of Conduct

Mandatory requirement for annual completion of Code

of Conduct training: see our Detailed Sustainability Report
2019: Responding, ‘Culture’, Code of Conduct
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OUR PURPOSE ISTO

BACK OUR CUSTOMERS

TO ACHIEVE THEIR DREAMS
AND AMBITIONS

TAIBl O
2 IE
2.8m 325 9,520 3,800

CUSTOMERS LOCATIONS ACROSS EMPLOYEES SUPPLIERS
IRELAND AND THE UK

Z] 1.5m H#1 INIRELAND FOR
— ACTIVE DIGITAL
CUSTOMERS
1.3m 1 9m g’\%ﬁ
’éﬁE?’éJX‘E%E'LE INTERACTIONS @ _
) 4 PERSONAL PERSONAL MAIN
LOANS! CURRENT ACCOUNT
NEW LENDING GREEN LENDING
e A
NEW PERSONAL
@ sﬁ:&upemgbn Ef,ﬂ;:lsz MORTGAGE CREDIT CARDS
DRAWDOWNS LENDING
A 4

8 WA TE
@ TONNES ELECTRICITY d% 5

3.605¢0:. 14,316 82 romes
20% REDUCTION sz

Scope 1 and 2 emissions

OUR

FOOTPRINT

Information as at De: emb 2019 Sources: Company information and independent market research.
1. No. lamo gb nks, personal lendin g xcl. car finance.
2. SME lending in ROL.
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Business review — 1. Operating and financial review

Basis of presentation

The operating and financial review is prepared using IFRS and non-IFRS measures to analyse the Group’s performance, providing
comparability year on year. These performance measures are consistent with those presented to the Board and Executive Committee.
Non-IFRS measures include management performance measures which are considered Alternative Performance Measures (‘APMs”).
APMs arise where the basis of calculation is derived from non-IFRS measures. A description of the Group’s APMs and their calculation
is set out on page 65. These measures should be considered in conjunction with IFRS measures as set out in the consolidated financial
statements from page 237. A reconciliation between the IFRS and management performance summary income statements is set out on
page 66.

Figures presented in the operating and financial review may be subject to rounding and thereby differ to the risk management section
and the consolidated financial statements.

In 2019, the Group implemented the requirements of IFRS 16 Leases for the first time. As a result, operating lease rental costs

(2018: € 63 million) in General and administrative expenses have been replaced by depreciation charges on right-of-use assets

(2019: € 58 million) reported in Depreciation, impairment and amortisation and interest expense on lease liabilities (2019: € 14 million)
reported in Net interest income. For further information on basis of presentation see note 1 (n) ‘Accounting policies: Leases’ and note 3
‘Transition to IFRS 16’ in the consolidated financial statements.

Basis of calculation

Percentages are calculated on exact numbers and therefore may differ from the percentages based on rounded numbers. The impact
of currency movements is calculated by comparing the results for the current reporting period to results for the comparative reporting
period retranslated at exchange rates for the current reporting period.

2019 2018 %
Management performance — summary income statement €m €m change
Net interest income 2,076 2,100 -1
Business income 491 501 -2
Other items 128 125 2
Other income™ 619 626 -1
Total operating income" 2,695 2,726 -1
Personnel expenses!” (774) (730) 6
General and administrative expenses"® (501) (563) -11
Depreciation, impairment and amortisation” (229) (138) 65
Total operating expenses"” (1,504) (1,431)
Bank levies and regulatory fees™® (104) (99) 5
Operating profit before impairment losses and exceptional items'" 1,087 1,196 -9
Net credit impairment (charge)/ writeback (16) 204 —
Operating profit before exceptional items" 1,071 1,400 -23
Associated undertakings 20 12 67
Profit on disposal of property™ - 2 -100
Profit before exceptional items" 1,091 1,414 -23
Property strategy 8 (81) -
Restitution costs (416) (120) -
Provision for regulatory fines (78) - -
Termination benefits (48) (21) -
(Loss)/ gain on disposal of loan portfolios (40) 147 -
Restructuring costs (18) (20) -
Gain on transfer of financial instruments - 1 -
IFRS 9 costs - (51) -
Loss on disposal of business activities - (22) -
Total exceptional items" (592) (167) -
Profit before taxation 499 1,247 -60
Income tax charge (135) (155) -13
Profit for the year 364 1,092 -67

(Performance has been adjusted to exclude items viewed as exceptional by management and which management view as distorting comparability of
performance year on year. The adjusted performance measure is considered an APM.

@0ther regulatory levies and charges are now presented as bank levies and regulatory fees (€ 17 million in 2018 previously included in operating expenses
has been re-presented as bank levies and regulatory fees).
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Net interest income

Net interest income Net interest margin
€2,076m 2.37%
2019 2018 % Interest expense
Net interest income €m €m _ change Interest expense of € 258 million in 2019 increased by
Interest income” 2,334 2,330 _ € 28 million compared to 2018. The lower cost of customer
Interest expense” (258) (230) 12 accounts was offset by an increase in cost of MREL-related
Net interest income 2,076 2.100 1 issuances and interest expense on lease liabilities under
e e T 87.479 84,846 3 IFRS 16. Interest expense on deposits by banks in 2018 included
€ 16 million income received on TLTRO funding.
% % Change Net interest margin
Net interest margin (NIM) 2.37 2.47 -0.10 o NIM decreased 10 bps to
2.37% 2.37% in 2019 compared to
Net interest income 2.47% in 2018 due to higher average interest earning assets
€2.076 Net interest income of driven by excess liquidity, and the higher cost of funding including
’ m € 2,076 million was broadly MREL-related costs.

stable compared to 2018.

Average interest earning assets of € 87.5 billion in 2019
increased by € 2.6 billion from 2018 primarily due to higher
volumes of investment securities and funds placed with banks.
This was driven by excess liquidity mainly due to higher customer
account balances and proceeds from MREL-related issuances
partly offset by a reduction in deposits by banks.

Interest income

Interest income of € 2,334 million in 2019 was in line with

2018. An increase in interest income on loans and advances to
customers, driven by higher average customer loan volumes and
yields reflecting the positive impact of new lending, was offset
by lower income on investment securities due to maturities and
disposals of higher yielding securities and reinvestment at lower

mm.z:-wHH

yields.
Average balance sheet Year ended Year ended
31 December 2019 31 December 2018

Average Interest”  Average Average Interest Average
balance rate balance rate

Assets €m €m % €m €m %

Loans and advances to customers 61,405 2,117 3.45 60,879 2,082 3.42

Investment securities 16,755 195 1.17 15,313 226 1.47

Loans and advances to banks 9,319 22 0.24 8,654 22 0.26

Average interest earning assets 87,479 2,334 2.67 84,846 2,330 2.75

Non-interest earning assets 8,108 7,176

Total average assets 95,587 2,334 92,022 2,330

Liabilities & equity

Deposits by banks 957 1" 1.15 2,771 2 0.06

Customer accounts 38,765 109 0.28 36,670 151 0.41

Other debt issued 6,488 91 1.41 5,220 45 0.87

Subordinated liabilities 856 33 3.82 794 32 3.98

Lease liability 446 14 3.06 - - -

Trading portfolio financial liabilities less assets - - - 3 - -

Average interest earning liabilities 47,512 258 0.54 45,458 230 0.51

Non-interest earning liabilities 33,881 32,986

Equity 14,194 13,578

Total average liabilities & equity 95,587 258 92,022 230

Net interest income 2,076 2.37 2,100 2.47

("Negative interest income on assets amounting to € 16 million in 2019 (2018: € 11 million) is offset against interest income. Negative interest expense on
liabilities amounting to € 20 million in 2019 (2018: € 25 million) is offset against interest expense.
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Business review — 1. Operating and financial review

Other income

Other income®

€619m

2019 2018 % change
Business Other Business Other

income items Total income items Total Total

Other income" €m €m €m €m €m €m
Net fee and commission income 472 - 472 457 - 457 3
Dividend income 26 - 26 26 - 26 -1
Net trading (loss)/ income (8) (49) (57) 17 (13) 4 -
Net gain on equity investments (FVTPL) - 74 74 - 41 41 81
Net gain on loans and advances to customers (FVTPL) - 62 62 - 84 84 -26
Other operating income 1 41 42 1 13 14 203
Other income 491 128 619 501 125 626 -1

Other income"

Other income of € 619 million
€619m was broadly stable compared to
2018 with decreased business income of € 10 million partly offset
by increased other items of € 3 million.

Business income

€491m
to € 501 million in 2018.

Business income was
€ 491 million in 2019 compared

2019 2018 %
Net fee and commission income €m €m change
Customer accounts 214 211 1
Card income 84 85 -1
Lending related fees 50 45 10
Customer related foreign exchange 7 71 -
Other fees and commissions 53 45 18
Net fee and commission income 472 457 3

Net fee and commission income of € 472 million in 2019
increased by € 15 million compared to 2018, primarily driven by
increased lending related fees and other fees and commissions.

Dividend income was € 26 million in 2019 including € 23 million
received on NAMA subordinated bonds.

Net trading loss of € 8 million in 2019 compared to net trading
income of € 17 million in 2018 mainly due to a reduction in
income on non-customer foreign exchange contracts and credit
derivative contracts.

Other items

€128m
€ 125 million in 2018.

Other items were € 128 million
in 2019 compared to

A net gain on equity investments (FVTPL) of € 74 million in 2019
(2018: € 41 million), offset by a net loss of € 49 million on a partial
hedge of the equity investments (2018: net loss of € 14 million),
resulted in net income from equity investments of € 25 million in
2019, compared to € 27 million in 2018.

Net gain on loans and advances to customers (FVTPL) of

€ 62 million in 2019 (2018: € 84 million) represents income
recognised on previously restructured loans carried at fair value
through profit and loss.

Other operating income of € 41 million in 2019
(2018: € 13 million) includes a gain on disposal of investment
securities of € 45 million (2018: € 15 million).

IFRS basis

On an IFRS basis other income, including a net loss of

€ 40 million on exceptional items, was € 579 million in 2019
compared to € 774 million in 2018.

(Other income before exceptional items. A net loss of € 40 million on exceptional items in 2019 (2018: € 148 million gain) comprises: Net trading income
of Nil (2018: € 1 million), Net gain on loans and advances to customers (FVTPL) € 4 million (2018: € 21 million) and Other operating income (loss on
disposal of loan portfolios) € 44 million (2018: gain on disposal of loan portfolios € 126 million).



Total operating expenses'” Cost income ratio®

€1 ,504m 56%

2019 2018 %

Operating expenses"® €m €m change
Personnel expenses 774 730 6
General and administrative expenses® 501 563 -11
Depreciation, impairment and

amortisation 229 138 65
Total operating expenses 1,504 1,431 5
Staff numbers at period end® 9,520 9,831 -3
Average staff numbers 9,855 9,801 1

Total operating expenses'”
Total operating expenses of

€1 ’504m € 1,504 million increased by

€ 73 million compared to 2018, driven by increased depreciation,
impairment and amortisation of € 91 million and higher personnel
expenses of € 44 million partly offset by lower general and
administrative expenses of € 62 million.

Personnel expenses
Personnel expenses increased by € 44 million compared to 2018
primarily due to the impact of salary inflation.

General and administrative expenses

General and administrative expenses decreased by

€ 62 million compared to 2018 as operating lease rental costs
(2018: € 63 million) are no longer reported in general and
administrative expenses.

Depreciation, impairment and amortisation

Depreciation, impairment and amortisation increased by

€ 91 million compared to 2018 due to the depreciation of
right-of-use assets of € 58 million now reported in depreciation,
impairment and amortisation, and an increase in depreciation
as assets created under investment programmes were
commissioned to operational use.

(Before bank levies and regulatory fees and exceptional items.
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Cost income ratio™
56%

resulted in a cost income ratio of 56% in 2019 compared to 53%
in 2018.

Costs of € 1,504 million and
income of € 2,695 million

Bank levies and regulatory fees

€104m

2019 2018
Bank levies and regulatory fees €m €m
Irish bank levy 35 49
Deposit Guarantee Scheme 33 16
Single Resolution Fund/ BRRD® 16 18
Other regulatory levies and charges® 20 16
Bank levies and regulatory fees 104 99

The Irish bank levy of € 35 million in 2019 decreased by

€ 14 million compared to 2018 due to a revision of the basis on

which the levy is calculated. The Deposit Guarantee Scheme in
2018 included the benefit of writebacks of € 13 million in relation
to the legacy scheme.

IFRS basis

On an IFRS basis total costs, including bank levies and
regulatory fees of € 104 million and the cost of exceptional
items® of € 573 million, were € 2,181 million in 2019 compared to
€ 1,823 million in 2018. This results in a cost income ratio (IFRS
basis) of 82% in 2019, compared to 63% in 2018.

@The cost of exceptional items of € 573 million in 2019 (2018: € 293 million) comprises: Personnel expenses € 56 million (2018: € 34 million), General and
administrative expenses € 500 million (2018: € 235 million) and Depreciation, impairment and amortisation € 17 million (2018: € 24 million).
®Other regulatory levies and charges are now presented as bank levies and regulatory fees (€ 17 million in 2018 previously included in operating expenses

has been represented as bank levies and regulatory fees).

“Staff numbers are on a full time equivalent (“FTE”) basis. Staff numbers at 31 December 2019 include 91 FTEs following the recent acquisition of Payzone.

®Bank Recovery and Resolution Directive (‘BRRD”).
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Net credit impairment (charge)/ writeback

(€16m)

There was a net credit impairment charge of € 16 million in 2019
comprising of a € 27 million charge on loans and advances

to customers (net re-measurement of ECL allowance charge
of € 117 million, offset by recoveries of amounts previously
written-off of € 90 million) and a € 11 million writeback on
off-balance sheet exposures. There was a net credit impairment
writeback of € 204 million in 2018. This included recoveries of
amounts previously written-off of € 120 million and writeback on
loans and advances to customers of € 89 million.

See page 287 of the consolidated financial statements for more
information.

Income tax charge

€135m

The income tax charge was € 135 million in 2019 compared to a
charge of € 155 million in 2018.

The effective rate was 27.1% in 2019 compared to 12.4% in
2018. The effective tax rate is influenced by the geographic

mix of profit streams which may be taxed at different rates.

In addition, the 2019 rate reflects a reduction of € 25 million in the
deferred tax asset recognised for UK tax losses, tax provided on
unrealised gains on certain equity investments and expenses not
deductible for tax purposes.

For further information see note 19 ‘Taxation’ of the consolidated
financial statements.

Total exceptional items

€592m

2019 2018
Total exceptional items €m €m
Property strategy 8 (81)
Restitution costs (416) (120)
Provision for regulatory fines (78) -
Termination benefits (48) (21)
(Loss)/ gain on disposal of loan portfolios (40) 147
Restructuring costs (18) (20)
Gain on transfer of financial instruments - 1
IFRS 9 costs - (51)
Loss on disposal of business activities - (22)
Total exceptional items (592) (167)

These gains/ costs were viewed as exceptional by management.
Property strategy relates to the continued implementation

of the Group property strategy including the acquisition and
development of various office locations across Dublin and the
exit from Bankcentre. 2019 includes gain on disposal of land at
Bankcentre of € 21 million.

Restitution costs include a provision of € 265 million for
additional redress that may be due to a group of customers

who had an option of a prevailing tracker rate. This follows a
recent preliminary decision issued by the Financial Services and
Pensions Ombudsman. Total potential impact is € 300 million,
including a provision of € 35 million for the impact of monetary
penalties from the Central Bank of Ireland included in Provision
for regulatory fines. See note 2 ‘Critical accounting judgements
and estimates’ in the consolidated financial statements for further
information.

Restitution costs also include a further provision for customer
redress and compensation in relation to the tracker mortgage
examination of € 12 million and other personal/ SME lending
customer redress of € 61 million, along with associated costs.
Provision for regulatory fines includes a provision of € 70 million
for the potential impact of monetary penalties arising from

the Central Bank of Ireland investigation in respect of tracker
mortgages.

Termination benefits relate to the cost of the voluntary severance
programme.

(Loss)/ gain on disposal of loan portfolios reflects the disposal
of loan portfolios, resulting in a net loss of € 40 million in

2019 (includes € 4 million net gain on loans and advances to
customers measured at FVTPL).

Restructuring costs include the impairment of assets in the year.
IFRS 9 costs in 2018 represent IFRS 9 implementation costs.
Loss on disposal of business activities in 2018 relates to the
recycling of cumulative unrealised foreign currency gains and
losses following repatriation of part of the capital of foreign
subsidiaries which had ceased trading.



Assets

Net loans to customers

New lending

€60.9bn

€12.3bn

2019 2018 %
Assets € bn € bn change
Gross loans to customers 62.1 62.9 -1
ECL allowance (1.2) (2.0) -39
Net loans to customers 60.9 60.9 -
Investment securities 17.3 16.9 3
Loans and advances to banks 13.5 8.0 69
Other assets 6.9 5.7 20
Total assets 98.6 91.5 8

Net loans to customers

€60.9bn of currency movements of
€ 0.6 billion, decreased by € 0.6 billion compared to

31 December 2018 reflecting the disposal of distressed loan
portfolios of net € 1.3 billion. New lending of € 12.3 billion
exceeded redemptions of € 11.7 billion (including € 1.0 billion
redemptions on non-performing loans).

Net loans, excluding the impact

New lending

New lending of € 12.3 billion in
€12.3bn 2019 was € 0.2 billion higher
than in 2018. Personal lending was up 13% and mortgage

lending was up 8% driven by a growing Irish mortgage market.
Non-property lending fell 4% with strong new lending to the
energy sector offset by lower syndicated lending. New lending
comprises € 10.8 billion term lending in 2019 (€ 10.7 billion in
2018) and € 1.5 billion transaction lending (€ 1.4 billion in 2018).

Summary of movement in loans to customers
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Non-performing loans Non-performing loans ratio

€3.3bn 5.4%

Non-performing loans decreased by 45% to € 3.3 billion at
31 December 2019, primarily reflecting the disposal of distressed
loan portfolios of € 1.8 billion and redemptions of € 1.0 billion.

Non-performing loans ratio

Non-performing loans as a percentage of gross loans to
customers was 5.4% at 31 December 2019 compared to 9.6% at
31 December 2018.

ECL allowance Non-performing loans cover

€1.2bn 27%

The ECL allowance of € 1.2 billion at 31 December 2019
decreased from € 2.0 billion at 31 December 2018 primarily
reflecting the impact of the disposal of distressed loan portfolios.

Non-performing loans cover
The ECL allowance cover rate on non-performing loans of 27% at
31 December 2019 was in line with 31 December 2018.

The table below sets out the movement in loans to customers from 1 January 2019 to 31 December 2019.

Performing Non-performing Loans to
loans loans customers
Loans to customers €bn € bn € bn
Gross loans (opening balance 1 January 2019) 56.8 6.1 62.9
New lending 12.3 - 12.3
Redemptions of existing loans (10.7) (1.0) (11.7)
Portfolio disposals - (1.8) (1.8)
Write-offs and restructures - (0.3) (0.3)
Net movement to non-performing (0.3) 0.3 -
Foreign exchange movements 0.6 - 0.6
Other movements 0.1 - 0.1
Gross loans (closing balance 31 December 2019) 58.8 3.3 62.1
ECL allowance (0.3) (0.9) (1.2)
Net loans (closing balance 31 December 2019) 58.5 2.4 60.9
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Assets (continued)

The tables below summarise the credit profile of the loan portfolio by asset class and include a range of credit metrics that the Group

uses in managing the portfolio. Further information on the Group’s risk profile and non-performing loans is available in the Risk

management section on pages 71 to 170.

Residential Other Property and Non-property
Loan portfolio profile mortgages personal construction business Total
31 December 2019 €bn €bn €bn €bn €bn
Gross loans to customers 31.5 3.0 7.3 20.3 62.1
Of which: Stage 3 21 0.2 0.4 0.4 3.1
Total ECL allowance 0.6 0.1 0.2 0.3 1.2
Non-performing loans 2.3 0.2 0.4 0.4 3.3
Total ECL allowance non-performing loans 0.5 0.1 0.1 0.2 0.9
ECL allowance cover non-performing loans (%) 22% 60% 35% 32% 27%
31 December 2018 € bn € bn €bn € bn €bn
Gross loans to customers 32.3 3.1 7.9 19.6 62.9
Of which: Stage 3 3.0 0.3 1.2 1.0 5.5
Total ECL allowance 0.7 0.2 0.5 0.6 2.0
Non-performing loans B85S 0.4 1.4 1.0 6.1
Total ECL allowance non-performing loans 0.6 0.2 0.4 0.4 1.6
ECL allowance cover non-performing loans (%) 20% 50% 29% 36% 27%
Residential Other Property and Non-property
Non-performing loans mortgages personal construction business Total
31 December 2019 €bn €bn €bn €bn €bn
Collateral disposals 0.1 0.0 0.1 0.0 0.2
Unlikely to pay (including > 90 days past due) 1.9 0.2 0.3 0.3 2.7
Non-performing loans probation 0.3 0.0 0.0 0.1 0.4
Total non-performing loans 2.3 0.2 0.4 0.4 3.3
Total non-performing loans/ Total loans (%) 7.4% 6.4% 5.1% 2.2% 5.4%
31 December 2018 € bn € bn € bn € bn €bn
Collateral disposals 0.2 0.1 0.4 0.1 0.8
Unlikely to pay (including > 90 days past due) 2.7 0.3 0.9 0.7 4.6
Non-performing loans probation 0.4 0.0 0.1 0.2 0.7
Total non-performing loans &3 0.4 1.4 1.0 6.1
Total non-performing loans/ Total loans (%) 10.1% 11.2% 17.9% 5.2% 9.6%

Investment securities

Investment securities of € 17.3 billion, primarily held for
liquidity purposes, have increased by € 0.4 billion from

31 December 2018.

Loans and advances to banks

Loans and advances to banks of € 13.5 billion, including

€ 12.0 billion of cash and balances at central banks, were
€ 5.5 billion higher than 31 December 2018. The increased
placement with banks was due to excess liquidity driven by

increased customer account balances and the proceeds from

MREL-related issuances and loan portfolio disposals.

(For further information see note 2 Critical accounting judgements and estimates ‘Deferred taxation’ in the consolidated financial statements.

Other assets

Other assets of € 6.9 billion comprised:

« Deferred tax assets of € 2.7 billion™, in line with

31 December 2018.
« Derivative financial instruments of € 1.3 billion, € 0.4 billion

increase from 31 December 2018.

* Remaining assets of € 2.9 billion, € 0.8 billion increase from

31 December 2018 mainly due to recognition of right-of-use

assets under IFRS 16 of € 0.4 billion and proceeds awaiting

settlement from a loan portfolio disposal of € 0.4 billion.



Liabilities & equity

Customer accounts

Equity
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€71.8bn

€14.2bn

31 Dec 31 Dec

2019 2018 %

Liabilities & equity € bn €bn change
Customer accounts 71.8 67.7 6
Deposits by banks 0.8 0.8 -2
Debt securities in issue 6.8 5.7 19
Subordinated liabilities 1.3 0.8 63
Other liabilities 3.7 2.6 42
Total liabilities 84.4 77.6 9
Equity 14.2 13.9 2
Total liabilities & equity 98.6 91.5 8
% % Change

Loan to deposit ratio 85 90 -5

Customer accounts

Customer accounts, excluding
€71.8bn the impact of currency
movements of € 0.6 billion, increased by € 3.5 billion compared to
31 December 2018. Current accounts increased by € 3.4 billion

reflecting the continued strong Irish macroeconomic backdrop.

Loan to deposit ratio

The loan to deposit ratio decreased to 85% at 31 December 2019
compared to 90% at 31 December 2018 driven by increased

levels of customer accounts.

Deposits by banks

Deposits by banks of € 0.8 billion were in line with

31 December 2018.
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Debt securities in issue

Debt securities of € 6.8 billion increased by € 1.1 billion from

31 December 2018 following the issuance of US $ 1 billion and
€ 0.75 billion MREL-related medium term notes. This was partly
offset by the maturity of medium term notes of € 0.5 billion.

Subordinated liabilities

Subordinated liabilities of € 1.3 billion increased by € 0.5 billion
from 31 December 2018 following the issuance of € 0.5 billion
Subordinated Tier 2 Notes in November 2019.

Other liabilities

Other liabilities of € 3.7 billion comprised:

» Derivative financial instruments of € 1.2 billion, € 0.3 billion
increase from 31 December 2018.

* Remaining liabilities of € 2.5 billion, € 0.8 billion increase from
31 December 2018 driven by recognition of lease liabilities
under IFRS 16 of € 0.4 billion and an increase in provisions
for liabilities of € 0.3 billion.

Equity
Equity increased by € 0.3 billion
€14.2bn to € 14.2 billion compared to
€ 13.9 billion at 31 December 2018, including the issuance of
€ 0.5 billion Additional Tier 1 securities in October 2019.

The table below sets out the movements in the year.

Equity € bn
Opening balance (1 January 2019) 13.9
Profit for the year 0.4
Other comprehensive income:

Cash flow hedging reserves/ other” 0.1

Pension reserve (0.2)
Dividends/ distributions paid (0.5)
Issue of Additional Tier 1 securities 0.5
Closing balance (31 December 2019) 14.2

(MOf which € 184 million relates to movements in the cash flow hedging reserves in the year due to reductions in market interest rates.
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Segment reporting

Segment overview

Following changes to the Group’s operating model in 2019 performance is now managed and reported across Retail Banking,
Corporate, Institutional & Business Banking (“CIB”), AIB UK and Group segments. The allocation of costs by segment has been
amended to reflect the revised operating model. In addition the Group has revised the methodology used to allocate funding and liquidity
income/ charges by segment. Figures for the prior year have been restated on a comparative basis. Segment performance excludes
exceptional items.

Retail Banking

Retail Banking comprises Homes & Consumer, SME and Financial Solutions Group (“FSG”) in a single integrated segment, focused on

meeting the current, emerging and future needs of our personal and SME customers.

*  Homes & Consumer is responsible for meeting the homes needs of customers in Ireland across the AlB, EBS and Haven brands
and delivering innovative and differentiated products, propositions and services to meet our customers’ everyday banking needs
through an extensive range of physical and digital channels. Our purpose is to achieve a seamless, transparent and simple
customer experience in all of our propositions across current accounts, personal lending, payments and credit cards, deposits,
insurance and wealth to maintain and grow our market leading position.

* SME is a leading provider of financial services to micro and small SMEs through our sector-led strategy and local expertise with
an extensive product and proposition offering across a number of channels. Our purpose is to help our customers create and build
sustainable businesses in their communities.

* FSG is a standalone dedicated workout unit to which the Group has migrated the management of the majority of its non-performing
exposures (“NPEs”), predominantly consisting of homes, consumer and SME products, with the objective of delivering the Group’s
NPE strategy to reduce NPEs in line with European norms.

Corporate, Institutional & Business Banking (“CIB”)

CIB provides institutional, corporate and business banking services to the Group’s larger customers and customers requiring specific
sector or product expertise. CIB’s relationship driven model serves customers through sector specialist teams including: corporate
banking; real estate finance; business banking and energy; climate action and infrastructure. In addition to traditional credit products,
CIB offers customers foreign exchange and interest rate risk management products, cash management products, trade finance,
mezzanine finance, structured and specialist finance, equity investments and corporate finance advisory services, as well as Private
Banking services and advice. CIB also has syndicated and international finance teams based in Dublin and in New York.

AIB UK
AIB UK offers retail and business banking services in two distinct markets, a sector-led corporate and commercial bank supporting
businesses in Great Britain (“Allied Irish Bank (GB)”), and a retail and business bank in Northern Ireland (“AIB (NI)).

Group

Group comprises wholesale treasury activities and Group control and support functions. Treasury manages the Group’s liquidity and
funding positions and provides customer treasury services and economic research. The Group control and support functions include
Business & Customer Services, Risk, Group Internal Audit, Finance, Legal & Corporate Governance, Human Resources and Corporate
Affairs & Strategy.

Segment allocations

The segments’ performance statements include all income and directly related costs, excluding overheads which are managed centrally
and the costs of which are included in the Group segment. Funding and liquidity income/ charges are based on each segment’s funding
requirements and the Group’s funding cost profile, which is informed by wholesale and retail funding costs. Income attributable to capital
is allocated to segments based on each segment’s capital requirement.



Retail Banking
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31 Dec 31 Dec

Retail Banking 2019 2018 % Retail Banking 2019 2018 %

contribution statement €m €m change balance sheet metrics €bn  €bn change

Net interest income 1,234 1,335 -8 Mortgages 29 2.7

Other income 398 390 2 Personal 1.0 0.9

Total operating income 1,632 1,725 -5 Property 0.1 0.1

Total operating expenses” (923) (875) 5 Non-property business 0.9 0.8

Bank levies and regulatory fees” (2) (1) 36 New lending 4.9 4.5 10

Operating contribution before

impairments and exceptional items 707 849 -17 Mortgages 29.6 30.4

Net credit impairment writeback 17 247 -93 Personal 2.8 28

Operating contribution before Property 0.9 1.8

exceptional items 724 1,096 -34 Non-property business 33 4.1

Associated undertakings 17 10 66 o - W 6

Contribution before exceptional items 741 1,106 -33 ECL allowance (.1) (1.8) .35
Net loans 35.5 37.3 -5
Current accounts 25.5 22.9 11
Deposits 231 22.4
Customer accounts 48.6 45.3 7

Net interest income

€1 ,234m Net interest income has decreased by

€ 101 million compared to 2018 reflecting the impact on income
of the continued deleveraging of non-performing loans and the
increased cost of MREL-related debt funding. This was partially
offset by the positive impact of new lending growth.

Other income

€398m Other income increased by € 8 million compared
to 2018, with increased net fee and commission income partly
offset by lower income recognised on previously restructured
loans. Net fee and commission income includes € 2 million
following the completion of the acquisition of Payzone in
November 2019.

Total operating expenses

€923m Total operating expenses increased by

€ 48 million compared to 2018, driven by an increase in
depreciation as assets created under investment programmes
were commissioned to operational use and higher personnel
costs due to the impact of salary inflation and Payzone
acquisition.

Net credit impairment writeback

€17m There was a net credit impairment writeback of
€ 17 million in 2019 comprising of a € 10 million writeback on
loans and advances to customers and a € 7 million writeback
on off-balance sheet exposures. The € 10 million writeback
comprises recoveries of amounts previously written-off of

€ 87 million, offset by net re-measurement of ECL allowance
charge of € 77 million. There was a net credit impairment
writeback of € 247 million in 2018.

New lending

€4.9bn  New lending of € 4.9 billion was up 10% with
increases across all business lines as market share remained
stable in a competitive environment.

Net loans

€35.5bn  Net loans decreased by € 1.8 billion mainly
reflecting the disposal of portfolios of distressed loans of

€ 1.3 billion and redemptions in the non-performing loan book of
€ 0.8 billion.

ECL allowance

€1.1bn  The ECL allowance of € 1.1 billion at

31 December 2019 decreased by € 0.7 billion from € 1.8 billion at
31 December 2018 primarily reflecting the portfolio disposals of
distressed loans.

Customer accounts

€48.6bn  customer accounts increased by € 3.3 billion
compared to 31 December 2018 with increased current
accounts of € 2.6 billion reflecting the continued strong Irish
macroeconomic backdrop.

(Other regulatory levies and charges are now presented as bank levies and regulatory fees (€ 1 million in 2018 previously included in operating expenses

has been represented as bank levies and regulatory fees).
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Corporate, Institutional & Business Banking (“CIB”)

31 Dec 31 Dec

2019 2018 % 2019 2018 %
CIB contribution statement €m €m change CIB balance sheet metrics € bn € bn change
Net interest income 471 387 22 Mortgages 0.1 0.1
Other income 87 115 -25 Personal 0.1 0.0
Total operating income 558 502 11 Property 1.3 1.4
Total operating expenses (115)  (108) 6 Non-property business 3.5 &)
Operating contribution before New lending 5.0 5.4 -8
impairments and exceptional items 443 394 13
Net credit impairment charge (18) (22) -18 Mortgages 0.6 06
Contribution before exceptional items 425 372 14 Personal 0.1 0.1
Property 4.3 4.0
Non-property business 1.2 10.5
Gross loans 16.2 15.2 7
ECL allowance 0.0 0.0
Net loans 16.2 15.2 7
Investment securities 0.7 0.4 61
Current accounts 7.4 7.0 6
Deposits 3.9 3.8
Customer accounts 1.3 10.8 5

Net interest income

€471m Net interest income increased by € 84 million
compared to 2018 reflecting higher average loan volumes.

Other income

€87m Other income decreased by € 28 million
compared to 2018 primarily due to a one-off gain in 2018 on
loans and advances to customers measured at FVTPL and a
reduction in net gain on equity investments measured at FVTPL
in 2019.

Total operating expenses

€115m Total operating expenses increased by € 7 million
compared to 2018. The increase was primarily driven by
increased personnel costs to support business growth.

Net credit impairment charge

€18m There was a net credit impairment charge of

€ 18 million in 2019 comprising of a € 21 million charge on
loans and advances to customers and a € 3 million writeback on
off-balance sheet exposures. There was a net credit impairment
charge of € 22 million in 2018.

New lending

€5.0bn  New lending of € 5.0 billion was € 0.4 billion
lower than 2018. The reduction was primarily driven by lower
syndicated lending partly offset by an increase in lending to the
energy, climate action and infrastructure sectors.

Net loans

€16.2bn  Net loans of € 16.2 billion at 31 December 2019
increased by € 1.0 billion compared to € 15.2 billion at

31 December 2018. The growth in net loans was primarily driven
by the property and energy, climate action and infrastructure
sectors.

Investment securities

€0.7bn Investment securities of € 0.7 billion were
€ 0.3 billion higher than 31 December 2018.

Customer accounts

€11.3bn  current accounts of € 7.4 billion were € 0.4 billion
higher than 31 December 2018. Deposits of € 3.9 billion were
broadly in line with 31 December 2018.
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AIB UK
31 Dec 31 Dec
2019 2018 % 2019 2018 %
AIB UK contribution statement £m £m change AIB UK balance sheet metrics £ bn £bn change
Net interest income 235 226 4 AlIB GB 1.8 1.6 18
Other income 59 45 32 AIB NI 0.3 0.4 -30
Total operating income 294 271 9 New lending 21 2.0 7
Total operating expenses (154) (135) 15
Bank levies and regulatory fees - 1 -
Operating contribution before AlB GB 5.6 54 3
impairments and exceptional items 140 137 2 AIB NI 22 29
Net credit impairment charge (13) (18) -29 Cress ERS 78 76 3
Operating contribution before ECL allowance (01) (02 -36
exceptional items 127 119 7 ———
. . Net loans 7.7 7.4 4
Associated undertakings 3 2 64
Profit on disposal of property - 2 -
—_— > _ Current accounts 5.8 5.8 -1
Contribution before exceptional items 130 123 6 .
o . . Deposits 3.0 3.1 -2
Contribution before exceptional items € m 148 138 —_—
Customer accounts 8.8 8.9 -1

Net interest income
£235m Net interest income increased by £ 9 million

compared to 2018, with 2019 benefiting from the impact of the
base rate rise in August 2018.

Other income

£59m

to 2018 primarily driven by an increase in net trading income.
Loss on disposal of loans was Nil in 2019 compared to £ 4 million
in 2018. Net fee and commission income was in line with 2018.

Other income increased by £ 14 million compared

Total operating expenses

£154m

£ 19 million compared to 2018 due to an increase in depreciation

Total operating expenses increased by

as assets created under investment programmes were
commissioned to operational use.

Net credit impairment charge

£13m

£ 13 million in 2019 primarily driven by a net re-measurement

There was a net credit impairment charge of

charge on a small number of cases. There was a net credit
impairment charge of £ 18 million in 2018.

New lending

£2.1bn  New lending of £ 2.1 billion in 2019 increased by
£ 0.1 billion compared to 2018.

Net loans

£7.7bn  Netloans of £ 7.7 billion increased by £ 0.3 billion

compared to 31 December 2018 primarily driven by net lending
growth.

Customer accounts

£8.8bn Customer accounts of £ 8.8 billion at
31 December 2019 were broadly in line with 31 December 2018.
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Group
31 Dec 31 Dec

2019 2018 % 2019 2018 %
Group contribution statement €m €m change Group balance sheet metrics €bn € bn change
Net interest income 103 123 -16 Gross loans 0.1 0.1 22
Other income 66 70 -5 Investment securities 16.6 16.5 -
Total operating income 169 193 -12 Customer accounts 1.5 1.7 -16
Total operating expenses"” (290) (296) -2
Bank levies and regulatory fees (102) (99) S

Contribution before exceptional items (223) (202) 10

Net interest income

€103m Net interest income decreased by € 20 million
compared to 2018 primarily driven by interest expense on lease
liabilities under IFRS 16 reported in Group.

Other income

€66m Other income decreased by € 4 million compared
to 2018 driven by an increase in net trading loss partly offset

by an increase in net gain on equity investments measured at
FVTPL and an increase in other operating income including gain
on disposal of investment securities.

Total operating expenses

€290m Total operating expenses of € 290 million
decreased by € 6 million compared to 2018.

Bank levies and regulatory fees

€102m Bank levies and regulatory fees of € 102 million
in 2019 include the Irish bank levy of € 35 million, the Deposit
Guarantee Scheme of € 33 million, the Single Resolution

Fund € 16 million, and other regulatory levies and charges of

€ 18 million.

Investment securities

€16.6bn  Investment securities of € 16.6 billion
primarily held for liquidity purposes were broadly in line with
31 December 2018.

Customer accounts

€1.5bn Customer accounts decreased by € 0.2 billion
compared to 31 December 2018.

(MOther regulatory levies and charges are now presented as bank levies and regulatory fees (€ 16 million in 2018 previously included in operating expenses

has been represented as bank levies and regulatory fees).
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Alternative performance measures
The following is a list, together with a description, of APMs used in analysing the Group’s performance, provided in accordance with the
European Securities and Markets Authority (“ESMA”) guidelines.

Average rate

Interest income/ expense for balance sheet categories divided by corresponding average balance.

Average balance

Average balances for interest-earning assets are based on daily balances for all categories with
the exception of loans and advances to banks, which are based on a combination of daily/ monthly
balances. Average balances for interest-earning liabilities are based on a combination of daily/
monthly balances, with the exception of customer accounts which are based on daily balances.

Cost income ratio

Total operating expenses excluding exceptional items, bank levies and regulatory fees divided by
total operating income excluding exceptional items.

Cost income ratio (IFRS basis)

Total operating expenses divided by total operating income.

Exceptional items

Performance measures have been adjusted to exclude items viewed as exceptional by

management and which management view as distorting comparability of performance year on year.

The adjusted performance measure is considered an APM. A reconciliation between the IFRS and

management performance summary income statements is set out on page 66. Exceptional items

include:

— Property strategy relates to the implementation of the Group property strategy including the exit
from Bankcentre and the acquisition and development of various office locations across Dublin.

— Restitution costs include provision for potential customer redress and compensation in relation
to the tracker mortgage examination, and other personal/ SME lending customer redress, along
with associated costs.

— Provision for regulatory fines includes a provision for the potential impact of monetary penalties
arising from the Central Bank of Ireland investigation in respect of tracker mortgages.

— Termination benefits reflect costs associated with the reduction in employees arising from the
voluntary severance programme.

— (Loss)/ gain on disposal of loan portfolios includes net (loss)/ gain on disposals and net gain on
loans and advances to customers measured at FVTPL.

— Restructuring costs include the impairment of assets in the year.

— IFRS 9 costs in 2018 represent IFRS 9 implementation costs.

— Loss on disposal of business activities in 2018 relates to the recycling of cumulative unrealised
foreign currency gains and losses following repatriation of part of the capital of foreign
subsidiaries which have ceased trading.

Loan to deposit ratio

Net loans and advances to customers divided by customer accounts.

Net interest margin

Net interest income divided by average interest-earning assets.

Non-performing exposures

Non-performing exposures as defined by the European Banking Authority, include loans and
advances to customers (non-performing loans) and off-balance sheet commitments such as loan
commitments and financial guarantee contracts.

Non-performing loans cover

ECL allowance on non-performing loans as a percentage of non-performing loans.

Non-performing loans ratio

Non-performing loans as a percentage of total gross loans.

Return on Tangible Equity (RoTE)

Details of the Group’s RoTE is set out in the Capital Section on page 70.

Management performance -
summary income statement

The following line items in the management performance summary income statement are
considered APMs:

*  Otherincome »  Operating profit before impairment losses
» Total operating income and exceptional items

¢ Personnel expenses »  Operating profit before exceptional items
*  General and administrative expenses »  Profit on disposal of property

* Depreciation, impairment and amortisation *  Profit before exceptional items

» Total operating expenses * Total exceptional items

» Bank levies and regulatory fees
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Reconciliation between IFRS and management performance summary income statements
Performance has been adjusted to exclude items viewed as exceptional by management and which management view as distorting
comparability of performance year on year. The adjusted performance measure is considered an APM. A reconciliation of management
performance measures to the directly related IFRS measures, providing their impact in respect of specific line items and the overall

summary income statement, is set out below.

2019 2018

IFRS — summary income statement €m €m
Net interest income 2,076 2,100
Other income 579 774
Total operating income 2,655 2,874
Total operating expenses (2,181) (1,823)
Operating profit before impairment losses 474 1,051
Net credit impairment (charge)/ writeback (16) 204
Operating profit 458 1,255
Associated undertakings 20 12
Profit/ (loss) on disposals 21 (20)
Profit before taxation 499 1,247
Income tax charge (135) (155)
Profit for the year 364 1,092
Adjustments — between IFRS and management performance
Other income of which: exceptional items

Gain on transfer of financial instruments - (1)

Loss/ (gain) on disposal of loan portfolios 40 40 (147) (148)
Total operating expenses of which: bank levies and regulatory fees 104 99

of which: exceptional items

Restitution costs 416 120

Provision for regulatory fines 78 -

Termination benefits 48 21

Restructuring costs 18 20

Property strategy 13 81

IFRS 9 costs - 573 51 293
Profit/ (loss) on disposals of which: exceptional items

Property strategy (21) -

Loss on disposal of business activities - (21) 22 22
Management performance — summary income statement
Net interest income 2,076 2,100
Other income™ 619 626
Total operating income!” 2,695 2,726
Total operating expenses"” (1,504) (1,431)
Bank levies and regulatory fees® (104) (99)
Operating profit before impairment losses and exceptional items" 1,087 1,196
Net credit impairment (charge)/ writeback (16) 204
Operating profit before exceptional items" 1,071 1,400
Associated undertakings 20 12
Profit on disposal of property™ - 2
Profit before exceptional items'” 1,091 1,414
Total exceptional items™ (592) (167)
Profit before taxation 499 1,247
Income tax charge (135) (155)
Profit for the year 364 1,092

(Performance has been adjusted to exclude items viewed as exceptional by management and which management view as distorting comparability of
performance year on year. The adjusted performance measure is considered an APM.
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Business review — 2. Capital

Objectives*

The objectives of the Group’s capital management policy are to at all times comply with regulatory capital requirements and to ensure
that the Group has sufficient capital to cover the current and future risk inherent in its business and to sup