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Appendix 1 - Acquisition of Virgin Money 
 
On 15 October 2018, the Company acquired all the voting rights in Virgin Money by means of a scheme of arrangement under Part 26 of the UK Companies Act 2006 for a purchase consideration of £1.6bn. This comprised 
the fair value of approximately 541m new CYBG PLC ordinary shares in exchange for all Virgin Money shares at a ratio of 1.2125 CYBG shares for each Virgin Money share. Following completion, Virgin Money shareholders 
owned approximately 38% of the Combined Group (on a fully diluted basis). 
 
The fair value of the shares issued was calculated using the market price of 286.4 pence per share, on the London Stock Exchange at its close of business on 12 October 2018. 
 
The table below sets out the provisional fair values of the identifiable net assets and liabilities acquired. In accordance with IFRS 3 ‘Business Combinations’, the acquisition accounting will be finalised within 12 months of the 
acquisition date. 
 

 Book value at 15 
October 2018 

Fair value 
adjustments 

Fair value as at 15 
October 2018 

 £m £m £m 

Assets    
Cash and balances with central banks 4,146 - 4,146 
Due from other banks 598 - 598 
Financial instruments at fair value through other comprehensive income(1) (2) 2,028 - 2,028 
Other financial assets at fair value through profit or loss 1 - 1 
Derivative financial instruments 71 - 71 
Loans and advances to customers(3) 37,843 34 37,877 
Property, plant and equipment 73 (7) 66 
Intangible assets 172 6 178 
Deferred tax assets 23 6 29 
Other assets 93 - 93 

Total assets 45,048 39 45,087 
    
Liabilities    
Due to other banks(3) 7,171 (114) 7,057 
Derivative financial instruments 41 - 41 
Due to customers 32,111 10 32,121 
Debt securities in issue 3,548 8 3,556 
Other liabilities 337 28 365 

Total liabilities 43,208 (68) 43,140 
    

Net assets 1,840 107 1,947 

 

Fair value of net assets acquired   1,947 
Fair value of non-controlling interests(4)   422 
Goodwill arising on acquisition   12 
Total consideration(2) (5)   1,537 

 

(1) Under IFRS 9 ‘Financial Instruments’, debt investments which would previously have been classified in the available-for-sale category are reclassified to the new fair value through other comprehensive income category. 
(2) Adjusted to remove the CYBG debt securities held by Virgin Money. 
 
(3) Included within Loans and advances to customers and Due to other banks is c£300m of fair value assets which will unwind through the income statement over the next 3 to 5 years. 
 
(4) At the acquisition date, Virgin Money Holdings (UK) plc had in issue Fixed Rate Resettable Additional Tier 1 (AT1) securities issued on the Luxembourg Stock Exchange. In accordance with IAS 32 these are classified as 
equity instruments. The Group has not acquired the AT1 securities which remain in issue to third parties, consequently these represent a non-controlling interest. As the AT1 instruments are actively traded, the fair value of 
£422m was calculated based on the market price on the Luxembourg Stock Exchange at its close of business on 12 October 2018.  
(5) Includes 'shares to be issued' in the future relating to employee share plans in regard to the settlement of the outstanding Virgin Money share awards.    



CYBG PLC is registered in England and Wales (company number: 09595911) and as a foreign company in Australia (ARBN 609 948 281) and has its registered office at 20 Merrion 
Way, Leeds, West Yorkshire LS2 8NZ 

Appendix 2 - Pro forma comparative financial information 
 
 
Pro forma CYBG consolidated balance sheet  
 

 As at 30 September 2018 As at 31 March 2018 As at 30 September 2017 
 CYBG Group as 

reported  
Statutory basis 

Virgin  
Money (1)  

Fair value 
adjustments Pro forma basis  

CYBG Group 
as reported at 

Statutory basis 
Virgin  

Money (1)  Pro forma basis  

CYBG Group as 
reported  

Statutory basis 
Virgin  

Money (1)  Pro forma basis  
 £m £m £m £m £m £m £m £m £m £m 

Assets           
Cash and balances with central banks 6,573 4,177 - 10,750 6,150 4,791 10,941 6,937 2,507 9,444 
Due from other banks 836 423 - 1,259 830 430 1,260 1,174 513 1,687 
Financial assets available for sale (2) (3) 1,562 2,153 - 3,715 1,352 1,176 2,528 2,076 874 2,950 
Other financial assets at fair value 362 - - 362 421 - 421 477 - 477 
Derivative financial instruments 262 79 - 341 334 70 404 282 81 363 
Loans and advances to customers 32,744 37,848 34 70,626 32,137 36,784 68,921 31,293 35,841 67,134 
Due from customers on acceptances 4 - - 4 4 - 4 4 - 4 
Property, plant and equipment 88 72 (7) 153 86 74 160 86 74 160 
Investment properties 7 - - 7 8 - 8 14 - 14 
Intangible assets 412 170 6 588 371 142 513 339 112 451 
Deferred tax assets 206 22 6 234 204 22 226 154 13 167 
Defined benefit pension assets 212 - - 212 222 - 222 207 - 207 
Other assets 188 101 - 289 234 117 351 188 89 277 
Disposal group assets held for sale - 11 - 11 - - - - - - 

Total assets 43,456 45,056 39 88,551 42,353 43,606 85,959 43,231 40,104 83,335 

           
Liabilities           
Due to other banks 3,122 7,170 (114) 10,178 2,683 7,537 10,220 3,817 5,030 8,847 
Other financial liabilities at fair value 15 - - 15 20 - 20 26 - 26 
Derivative financial instruments 361 39 - 400 388 66 454 376 104 480 
Due to customers 28,904 32,101 10 61,015 28,463 31,118 59,581 27,718 30,031 57,749 
Liabilities on acceptances 4 - - 4 4 - 4 4 - 4 
Provisions for liabilities and charges 331 8 - 339 458 7 465 554 9 563 
Debt securities in issue (3) 4,937 3,560 8 8,505 4,409 2,738 7,147 4,785 2,894 7,679 
Retirement benefit obligations 3 - - 3 3 - 3 3 - 3 
Deferred tax liabilities 77 - 28 105 81 - 81 75 - 75 
Other liabilities 2,480 318 - 2,798 2,536 332 2,868 2,471 256 2,727 
Disposal group liabilities held for sale - 2  - 2 - - - - - - 

Total liabilities 40,234 43,198 (68) 83,364 39,045 41,798 80,843 39,829 38,324 78,153 
 
(1) The figures for the pre-acquisition period have been extracted from the management accounts of Virgin Money.  

(2) Due to non-coterminous year ends, the effective dates for the adoption of IFRS 9 differ between the CYBG Group (which adopted IFRS 9 on 1 October 2018) and Virgin Money (which adopted IFRS 9 on 1 
January 2018). This disclosure reflects the pre IFRS 9 ‘Financial Instruments’, adoption and therefore debt investments are classified in the available-for-sale category. Following IFRS 9 adoption these are 
reclassified to the new fair value through other comprehensive income category. 

(3) Adjusted to remove the CYBG debt securities held by Virgin Money.   
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Pro forma CYBG consolidated income statement and KPI’s (1)    
    
 Year to 30 September 2018 Half year to 31 March 2018 Year to 30 September 2017 
 CYBG 

Group as 
reported 

Virgin  
Money (2)  

Pro forma 
basis 

CYBG 
Group as 
reported 

Virgin  
Money (2)  

Pro forma 
basis 

CYBG 
Group as 
reported 

Virgin  
Money (2)  

Pro forma 
basis 

 £m £m £m £m £m £m £m £m £m 

Net interest income 851 606 1,457 426 312 738 844 575 1,419 
Non-interest income (3) 156 72 228 77 27 104 172 63 235 

Total operating income 1,007 678 1,685 503 339 842 1,016 638 1,654 
Underlying operating and administrative expenses  (635) (363) (998) (323) (170) (493) (675) (348) (1,023) 

Operating profit before impairment losses 372 315 687 180 169 349 341 290 631 
Impairment losses on credit exposures (41) (62) (103) (22) (26) (48) (48) (42) (90) 

Underlying profit on ordinary activities before tax 331 253 584 158 143 301 293 248 541 
Restructuring and related expense (38) - (38) (24) - (24) (67) - (67) 
Virgin Money acquisition costs (37) (2) (39) - - - - - - 
RBS alternative remedies package spend (16) - (16) (5) - (5) - - - 
Separation costs (8) - (8) (4) - (4) (8) - (8) 
Legacy conduct costs (396) - (396) (220) - (220) (58) - (58) 
VM digital bank (4) - (3) (3) - (2) (2) - (9) (9) 
Gain on disposal of Visa C shares (4) - 3 3 - - - - - - 
Gain on defined benefit pension scheme reforms - - - - - - 88 - 88 
Gain on disposal of VocaLink share (5) - - - - - - 20 6 26 

Statutory (loss)/profit on ordinary activities before tax (164) 251 87 (95) 141 46 268 245 513 

          
Profitability KPI’s:          

Net interest margin (NIM)   1.78%   1.84%   1.92% 
Average interest earning assets    £81,867m   £80,404m   £74,211m 
Statutory return on tangible equity (RoTE)   (0.4)%   0.0%   8.4% 
Statutory cost to income ratio (CIR)   89%   89%   66% 
Statutory basic (loss)/earnings per share (EPS) (6)   (1.1)p   0.1p   21.9p 
Underlying RoTE    11.1%   11.8%   9.4% 
Underlying CIR   59%   59%   62% 
Underlying basic EPS (6)   29.7p   16.1p   24.7p 

Asset Quality KPI’s:          

Impairment charge to average customer loans (cost of risk)   0.14%   0.14%   0.13% 

Regulatory Capital ratios:          

CET1 ratio (7)   15.1%   n/a   n/a 
Risk weighted assets (RWAs) (7)   £22.9bn   n/a   n/a 
Tangible net asset value (TNAV) per share (8)   260.0p   263.0p   271.9p 

 
(1) The consolidated income statement is presented on a statutory and underlying basis. In addition, the financial key performance indicators (KPIs) presented above, and used by management in monitoring the Group’s performance, are determined on a 
combination of bases (including statutory, regulatory and alternative performance measures), Further detail can be found in the Glossary on page 246 of the CYBG Annual Report and Accounts 2018, with an explanation of adjustments included on page 
248 of the CYBG Annual Report and Accounts 2018, page 262 of the Virgin Money Group Annual Report and Accounts 2017, and page 66 of the Virgin Money Group 2018 Half-Year Results News Release.  

(2) Assuming Virgin Money was acquired on 1 October 2016. The figures for the pre-acquisition period have been extracted from the management accounts of Virgin Money, due to the non-coterminous year ends which mean that the results for the pro forma 
periods are not specifically subject to audit. The pro forma financial results have been extracted from a combination of the audited 2016 and 2017 Annual Reports, and the 2018 Annual Report which is currently subject to audit.   

(3) ‘Fair value gains and losses on financial instruments’ were previously treated as an adjustment to underlying profit within the Virgin Money accounts but have been reclassified to underlying non-interest income in line with the CYBG presentation. 

(4) Previously classified as a ‘Strategic item’ within the Virgin Money accounts.  This is consistent with CYBG Group policy for transactions of this nature, which are treated as adjustments to underlying profit. 

(5) The gain on disposal of Virgin Money’s VocaLink share has been reclassified from Other Income, and is now reported as an adjustment to underlying profit in line with the Group presentation. 

(6) The weighted average number of ordinary shares in issue assumes that the 540,856,644 shares issued on the acquisition of Virgin Money, was done on 1 October 2016, and excludes own shares held. This has been applied across all periods for 
comparability purposes.  

(7) The pro forma CET1 ratio and RWAs at 30 September 2018 reflect the impact of the acquisition of Virgin Money and IRB accreditation. 

(8) The total number of ordinary shares in issue used in the TNAV per share calculation is the number of ordinary shares in issue on 15 October 2018 following the acquisition of Virgin Money (excluding own shares held). This has been applied across all 
periods for comparability purposes.  
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