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ST ANDREW’S GROUP LIMITED (03011193) FINANCIAL STATEMENTS

STRATEGIC REPORT

The Directors presenttheir strategic reporton St Andrew’s Group Limited (the ‘Company’) for the year ended 31 December
2020.

The Company forms part of the General Insurance business unit within the Insurance and Wealth Division of
Lloyds Banking Group, focusing on providing insurance to meet our customers’ needs.

Our strategy to help our customersiis by:

e Delivering aleading customer experience

e Digitising LloydsBanking Group and its subsidiaries (the ‘Group’)
e Maximising the Group’s capabilities

e Transformingways ofworking

The Company is focused on ensuring policyholder obligations are met, while at the same time ensuring the Company is
managed to maximise capital efficiency and returns for its shareholder and Lloyds Banking Group Insurance.

To supportthis,the Companyis focused on the result, including dividends, as the key performance indicator of the Company.
Principal activities

The principal activities of the Company are to receive creditor policy premium renewals and settle customer payments on
behalf of other Group companies.

Result for the year
The resultforthe year ended 31 December 2020 is a profitafter tax of £2,396,000 (2019: £1,185,000 loss).

The profit for the year was driven by the recovery of impairments recognised in 2019 (£954,000) and in 2017 (£1,431,000)
from St Andrews Insurance plc (STAI). The provisions were in respect of premiums receivable from external parties where
premiums have been paid on to the underwriter STAI where thereis no likelihood of recoverability. The company undertakes
premium collectionand premium refund activity on behalfof STAI and does notretain the risk or rewards ofthis activity and
any impairmentin this respectis recovered from STAI.

Before one-off charges, the profitbefore tax was £11,000 (2019 : £5,000) which has increased dueto higher interestincome.
The total net assets of the Company at 31 December 2020 are £4.8 million (2019: £2.4 million).

No dividends were paid duringthe year in respect of 2020 (2019: £nil).

The United Kingdom leaving the European Union

The United Kingdom (UK) / European Union (EU) Trade and Cooperation Agreement (TCA) means a disorderly Brexit has
been avoided. Whilethe TCAcontains limited, high-level provisions onfinancial services, further detail is expected to emerge
during this year, and the Company will continue to monitor developments closely. Activity to respond to potential risks include
customer communications, marketvolatility scenario exercises, contingency planning and monitoring of emerging European
Economic Area (EEA) regulatory requirements.

Covid-19

Our business has primarily a UK focus and the outbreak of Covid-19, in line with its global impact, is expected to continue to
adversely impactthe UKeconomy as well as causing volatility in global financial markets. As the situation continues to evolve,
so does our assessmentoftherisks and the degree to which they might crystallise. The Company’s resilience to such events
isregularly reviewed through stressand scenario testing; plans to continue to operate criticalbusiness processesarein place
and are being reviewed in lightofthe Covid-19 outbreak.

Climate Change

As a subsidiary of Lloyds Banking Group, the Company is aligned with Lloyds Banking Group’s approach to supporting the
successful transition to amore sustainable, low carbon economy. Further details ofthis can be found in the Lloyds Banking
Group Annual Reportand Accounts viawww.lloydsbankinggroup.com
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STRATEGIC REPORT (continued)
Key performance indicators
Liquidity

The Company regularly monitors its liquidity position to ensure that, even under stressed conditions, the Company has
sufficientliquidity to meet its obligations and remain withinthe approvedrisk appetite as set out in note 18.

Other sources where KPIs are presented

The Company also forms part of Lloyds Banking Group's Insurance and Wealth Division. The development, performance
and position ofthe Insurance and Wealth Division are presented within Lloyds Banking Group’s Annual Report, which does
notformpart of this report.

The Directors consider thatthe above key performanceindicator is appropriate to the principal activity ofthe Company. This,
together with other metrics which cover customer, operational measures and capital, areincluded in the balanced scorecard
which is used to measure all aspects ofthe performance ofthe business. In addition, the Directors are ofthe opinion thatthe
information presentedin the financial statements as awhole, provide the managementinformation necessary fo r the Directors
to understand the development, performance and position ofthe business ofthe Company.

Along with fellow directand indirect subsidiaries of the ultimate Insurance parentundertaking, the Company is included in the
calculation ofthe Scottish Widows Group Solvency ll capital surplus.

Outlook
The Directors consider thatthe Company’s principal activities will continue to be unchanged for the foreseeable future.
Principal risks and uncertainties

The managementof the business and the execution ofthe Company’s strategy is subject to a number ofrisks. The financial
risk management objectives and policies ofthe Company and the exposure to market, credit,conductand operatio nal risks
are set outin note 18.

Other legal actions and regulatory matters

During the ordinary course of business the Company is subject to complaints and threatened or actual legal proceedings
(including class or group action claims) brought by or on behalf of current or former employees, customers or other third
parties, as well as legal and regulatory reviews, challenges, investigations and enforcement actions, both in the UK and
overseas.

All such material matters are periodically reassessed, with the assistance of external professional advisors where appropriate,
to determinethe likelihood ofthe Company incurring aliability. In those instances whereitis concluded thatitis more likely
than notthata paymentwill be made, a provisionis established to management’s best estimate ofthe amount required atthe
relevant Balance Sheet date.

In some cases itwill notbe possibleto formaview, for example because the facts are unclear or because further time is
needed to properly assess the situation, and no provisionsare held in relation to such matters. However, the Company
does notcurrently expectthe final outcome of any such case to have a material adverse effect on its financial position,
operations or cash flows.
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STRATEGIC REPORT (continued)
Section 172(1) Statement

The Board is collectively responsible for the long-term success of the Company. Understanding the interests of key
stakeholders (this includes customers, shareholders, communities and environment, and suppliers), is central to the
Company’s strategy, crucial to the Company’s success, and informs key aspects of Board decision-making as setout in this
Statement.

Stakeholder engagementis embedded in all aspects ofthe Board’s decision -making and can be seen in the range oftailored
activities across key stakeholder groups. Itis also embedded in the Board’s delegation of the managementofthe Company’s
business to management, with examples of related actions taken included within the Report.

Management provide the Board with details of material stakeholder interaction and feedback, through regular business
updates. Stakeholder interests are also identified by managementin the wider proposals putto the Board.

During 2020, interaction with stakeholders was adapted in response to the government’s provisions on Covid-19 and has
been undertaken virtually as necessary.

This section (pages 6 to 8) acts as our Section 172(1) Statement, however given the importance of stakeholder interests,
these are discussed whererelevantthroughoutthe Report.

In accordance with the Companies Act 2006 (the ‘Act) (as amended by the Companies (Miscellaneous Reporting)
Regulations 2018), the Directors provide this Statementdescribingthe ways in whichthey have had regard to the matters set
out in section 172(1) of the Act, when performing their duty to promote the success of the Company under section 172.
Further details on key actions in this regard are also contained within the Directors’ Reporton pages 9to 10.

In accordance with the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 (as
amended by the Companies (Miscellaneous Reporting) Regulations 2018), this Statement also provides examples of how the
Directors have engaged with and had regard to the interests of key stakeholders. The Company is a subsidiary of Lloyds
Banking Group, and as such followsmany ofthe processes and practices of Lloyds Banking Group, which are further referred
to in this statement where relevant.

Customers

The Board’s understanding of customer’s needs is vital in setting and achieving the Company’s goals. Customer needs and
a customer centric approach remain therefore akey consideration in Board decisions.

Covid-19 Response

The Company’s responseto the Covid-19 pandemic has been a central focus forthe Board since the start of the outbreak.
The Board has soughtto take all possible steps to supportcustomers throughthese challenging times. Board reporting from
managementincluded enhanced monitoring of customer service performance, emerging marketand economicimpacts, which
informed the Company’s approach in response to the crisis. Covid-19 Risk Surgeries were established in March 2020 to
rapidly assess proposalsfor customer and business process change.

Customer Trust

Customer trust is always a priority for the Board. The Board ensures thatthe Company as part of Lloyds Banking Group works
toward achievingits customer ambitions, to treat all customers fairly, and makes iteasy for customers to find, understand and
access products thatarerightfor them. Regular reporting from management allows the Board to monitor performance. Every
opportunity is taken by the Board to consider customer feedback and related management information, including as partof
the Directors’strategic decision-making process. Akey priority for the Board in its early responseto the Covid -19 crisis was
the oversightof managementactions taken to protect critical customer processes and stabilise the Company’s operations.

Delivering Value for Customers

The Board routinely reviews the performance of its customer propositions at its meetings. During 2020 the Board reviewed
the effectiveness ofthe various channels opento customers to do business with the Company, alongside theimpacts ofthe
Covid-19pandemic on the UKeconomy and how the Company’s propositions mightadaptto supportcustomers as a result.
Technology Transformation

The Board has taken steps to make sure the Company continues to build on its responses to customer demand for technology.
Whilst Digital transformation has remained akey focus in improving the customer experience, the Board acknowledges that
many customers still value being able to get in touch with customer service staff over the phone, vialetter or through email.
The importance ofthe Company continuing to offer and improve these services in parallel is recognised by the Board.
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STRATEGIC REPORT (continued)
Section 172(1) Statement (continued)
Helping Britain Recover and Society ofthe Future

The Board ensures it continues to participate and play an appropriate rolein all Lioyds Banking Group related initiatives. The
needs of customers as the Covid-19 pandemic abates has been a focus of Lloyds Banking Group and underpins the
developmentofits Helping Britain Recover Plan, building onits Helping Britain Prosper ambitions. The development of Lloyds
Banking Group’s Society of the Future initiative aims to make sure its purpose remains aligned to a changing society and
including the changing expectations of all its customers. Further information on these initiatives can be found in the Strategic
Report within the Lloyds Banking Group Annual Report and Accounts for 2020, available on the Lloyds Banking Group
website.

Shareholders

The Company is a wholly owned subsidiary of Lloyds Banking Group, forming part ofits Insurance and Wealth Division. As a
wholly owned subsidiarythe Board ensures thatthe strategy, priorities, processes and practices ofthe Company are aligned
where appropriate to those of Lloyds Banking Group, ensuring that its interests as the Company’s shareholder are duly
acknowledged. Further information in respect of the relationship of Lloyds Banking Group with its shareholders is included
within the Strategic Reportwithin the LIoyds Banking Group Annual Reportand Accounts for 2020, available on the Lloyds
Banking Group website.

Communities _and the Environment

The Company is part of Lloyds Banking Group, one ofthe largestfinancial services providers in the UK whose goals are to
be atrusted, sustainable, and responsible business.

The Responsible Business Committee of the Board of LIoyds Banking Group is responsible for overseeing its performance,
including thatofthe Company, as a Responsible Business, and has given much focus to overseeing the developmentofthe
Lloyds Banking Group's Helping Britain Recover Plan. This plan continues its strategy of Helping Britain Prosper ambitions,
designed to play apartin the UK's recovery fromthe Covid-19 pandemic. Theviews of stakeholders have also informed the
Responsible Business Committee’s role in the development of Lioyds Banking Group’s Society of the Future ambitions, which
aim to fully integrate its societal objectives, with its business objectives, and will be key in the next phase of its strategy,
including thatofthe Company's strategy where appropriate.

Environmental Ambitions

The Company’s strategy in relation to Environmental Ambitions is covered in the Climate Change section commencing on
page4 ofthis report.

Suppliers

As part of Lloyds Banking Group, the Company relies on a number of partners for important aspects of its operations and
customer service provision. As well as external partners, the Company relies on intra-group supplier arrangements for certain
services. The Board recognises the importance of its role in overseeing these relationships which are integral to the
Company’s future success.

Supplier Experience

Recognising the role of suppliers in the Company’s day to day operations, and its future ambitions, the Board undertakes
regular reviews of its key suppliers, this includes asset managers and its outsourced service providers, and takes into
consideration supplier feedback on the Company’s processes for potentialimprovement.

Supplier Framework

Importance is placed on having the right supplier framework to operate responsibly. Lioyds Banking Group’s Sourcing and
Supply Chain Management Policy applies to all its businesses, divisions, and subsidiaries, including the Company, with the
Directors assuming ultimate responsibility for its application as relevant to the Company. This ensures the most significant
supplier contracts receive the approval of the Board, including those which are key in progressing strategic priorities. The
framework also ensures appropriate management oversight of supplier spending not considered by the Board, allowing
challenge to be made where appropriate, and minimising risks and unnecessary cost.

Suppliers are required to adhere to relevant Lloyds Banking Group policiesand comply withits Code of Supplier Responsibility
which can be found on the Lloyds Banking Group website. This defines expectations for responsible business behaviour,
underpinning the efforts ofthe Company and Lloyds Banking Group to share and extend good practice. All material contracts
are subject to rigorous cost managementgovernance with regular review of key supplier risks.
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STRATEGIC REPORT (continued)
Section 172(1) Statement (continued)
Modern Slavery

The Responsible Business Committee of the Board of Lloyds Banking Group as part of its oversight of its performance,
including thatofthe Company, as a Responsible Business, governs Lloyds Banking Group’s approach to human rights.

On a day to day basis, management ofand engagementon modern slavery and human rights is guided by a cross -divisional
working group led by the Responsible Business team, which meets regularly to assess the embedding of human rights within
Lloyds Banking Group’s operations.

Lloyds Banking Group continues to have a zero-tolerance attitude towards modern slavery in its supply chains.

Lloyds Banking Group’s Modern Slavery and Human Trafficking Statementand Human Rights Policy Statement are published
on its website and cover all its subsidiary companies.

On behalf ofthe Board of Directors

S C Quinn
Director
1 July 2021
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DIRECTORS' REPORT

The Directors presentthe audited financial statements ofthe Company. The Company isalimited liability company, domiciled
and incorporated inthe United Kingdom.

The Company is a wholly owned subsidiary of Lioyds Bank General Insurance Holdings Limited . The Company’s ultimate
parentcompany and ultimate controlling party is Lloyds Banking Group.

Results and dividends

The result forthe year ended 31 December 2020 is a profitafter tax of £2,396,000 (2019: £1,185,000 loss) as set outin the
Statement of Comprehensive Income on page 14.

The profitfor the year was driven by the one-off recharge of impairments recognised in 2019 (£954,000) and in 2017
(£1,431,000) to St Andrews Insurance plc (STAI). The company undertakes premium collection and premium refund activity
on behalf of STAI and does not retain the risk or rewards of this activity and any impairment in this respect is recharged to
STAI.

Before one-off charges, the profitbefore tax was £11,000 (2019 : £5,000) which has increased due to higher interestincome.
The total net assets of the Company at 31 December 2020 are £4.8 million (2019: £2.4 million).

No Dividends were paid during the year in respect of 2020 (2019: £nil). The Directors do not recommend any dividends in
respectof 2020.

Directors

The names ofthe current Directors ofthe Company are listed on page 3. Changes in Directorships during the year and since
the end ofthe year are as follows:

J M Phythian (appointed 27 November 2020)
Directors’ indemnities

Lloyds Banking Group plc has granted to the Directors of the Company a deed of indemnity through deed poll which
constituted ‘qualifying third party indemnity provisions’ for the purposes ofthe Companies Act 2006. The deed was in force
during thewholeofthefinancial year and at the date of approval ofthe financial statements or from the date of appointment
in respectof the Director who joined the board ofthe Company during the financial year. Theindemnity remains in force for
the duration ofaDirector’s period of office. The deed indemnifies the Directors to the maximum extent permitted by law.

The deed for existing Directors is available for inspection at the registered office of Lloyds Banking Group plc. In additon,
Lloyds Banking Group plc has in place appropriate Directors and Officers Liability Insurance cover which was in place
throughoutthefinancial year.

Disclosure of information to auditors

Each person who is aDirector at the date ofapproval ofthis reportconfirms that, so far as the Directoris aware, there is no
relevantaudit information of which the Company’s auditors are unaware and each Director has taken all the steps that they
oughtto have taken as a Directorin order to make themselves aware of any relevantaudit information and to establi sh that
the Company’s auditors are aware of that information. This confirmation is given, and should be interpreted in accordance
with, the provisions ofthe Companies Act 2006.

Future developments

Future developments are detailed within the Strategic Reportand also in note 21.

Going concern

Thegoing concernofthe Company is dependent on successfully maintaining adequate levels of capital and liquidity. In order
to satisfy themselves that the Company has adequate resources to continue to operate for the foreseeable future, the
Directors have considered anumber of key dependencies which are setoutin the risk management section (note 1 8). Having
consulted on these, the Directors conclude thatitis appropriate to continue to adoptthe going concern basis in preparing the
accounts.

Financial risk management

Disclosures relating to financial risk management are included in note 18 to the financial statements and are therefore
incorporated into this report by reference.
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DIRECTORS' REPORT (continued)

Independent auditors

PricewaterhouseCoopersLLP are deemed to be re-appointed under section 487(2) of the Companies Act 2006 for the current
year. Deloitte LLP are due to be appointed as auditors for the year ending 31 December 2021.

Statement of Directors’ responsibilities
Thedirectors are responsible for preparing the Annual Reportand Accountsin accordance with applicable law and regulation.

Company law requires the Directors to prepare financial statements for each financialyear. Under thatlaw the Directors have
prepared the Company financial statements in accordance with International Accounting Standards in conformity with the
requirements ofthe Companies Act 2006. Under Company law the Directors mustnotapprove the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company forthatperiod. In preparing the financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently

e state whether applicable International Accounting Standards in conformity with the requirements of the Companies
Act 2006 have been followed for the Company financial statements subjectto any material departures disclosed and
explained in the financial statements

e make judgements and accounting estimates that are reasonable and prudent

e preparethefinancial statements on the going concern basis unlessiitis inappropriate to presume that the Company
will continuein business

Thedirectors are also responsible for safeguarding the assets ofthe Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Thedirectors areresponsible for keeping adequate accounting recordsthat are sufficientto show and explainthe Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure thatthe financial statements comply with the Companies Act 2006.

Legislation in the UK governingthe preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.

Each ofthe Directors whose names are listed on page 3 confirms that, to the best oftheir knowledge:

e the Company financial statements, which have been prepared in accordance with International Accounting
Standards in conformity with the requirements of the Companies Act 2006, give a true and fair view of the assets,
liabilities, financial position and financial performance ofthe Company

e the Strategic Reporton pages 4 to 8, and the Directors’ Report on pages 9 and 10 include a fair review of the
developmentand performance ofthe business and the position ofthe Company, together with a description of the
principal risks and uncertainties thatit faces

On behalf ofthe Board of Directors

S C Quinn
Director
1 July 2021
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF ST ANDREW’S GROUP LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion
In our opinion, St Andrew's Group Limited’s financial statements:

e giveatrue and fair view of the state of the company’s affairs as at 31 December 2020 and of its profitand cash flows
forthe year then ended;

e have been properly prepared in accordance with international accounting standards in conformity with the
requirements ofthe Companies Act 2006; and

e have been prepared in accordance with the requirements ofthe Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Accounts (the “Annual Report”), which
comprise: balance sheet as at 31 December 2020; statement of comprehensive income, statement of cash flows and the
statement of changes in equity for the year then ended; and the notes to the financial statements, whichinclude adescription
of the significantaccounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicablelaw. Our
responsibilities under ISAs (UK) are further described in the Auditors’responsibilities for the auditofthe financial statements
section of our report. We believe that the audit evidence we have obtained is sufficientand appropriate to provide abasis for
ouropinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have notidentified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significantdoubton the company’s ability to continue as a going concern for a period of
at leasttwelve months fromwhen the financial statements are authorised forissue.

In auditing the financial statements, we have concluded thatthe directors’use ofthe going concern basis of accounting in the
preparation ofthe financial statements is appropriate.

However, because notall future events or conditions can be predicted, thisconclusionis notaguarantee as to the company's
ability to continue as a going concern.

Ourresponsibilities and the responsibilities of the directors with respect to going concern are described inthe relevant sections
of thisreport.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’reportthereon. Thedirectorsareresponsible for the other information. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whetherthe otherinformation is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the otherinformation. If, based on the work we have performed, we conclude that
thereis a material misstatement of this other information, we are required to reportthatfact. We have nothing to report based
on theseresponsibilities.

11
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF ST ANDREW’S GROUP LIMITED (continued)

With respect to the Strategic report and Directors' report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on our work undertaken in the course ofthe audit, the Companies Act 2006 requires us also to report certain opinions
and matters as described below.

Strategic report and Directors' report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors'reportfor the year ended 31 December 2020 is consistentwith the financial statements and has been prepared in
accordance with applicable legal requirements.

In lightofthe knowledge and understanding ofthe company and its environmentobtained in the course of the audit, we did
notidentify any material misstatements in the Strategic report and Directors'report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors'responsibilities, the directors areresponsible forthe preparation of the
financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view.
The directors are also responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directorsare responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concernand usingthe going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative butto do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’reportthatincludes our opinion. Reasonable assurance
isa high level ofassurance, but is nota guarantee that an auditconducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent
to which our procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding ofthe company and industry, we identified thatthe principal risks of non-compliance with laws
and regulations related to failure to comply with UK tax regulations, and we considered the extentto which non-compliance
might have a material effect on the financial statements. We also considered those laws and regulations that have a direct
impact on the financial statements such as the Companies Act 2006. We evaluated management's incentives and
opportunitiesfor fraudulent manipulation of the financial statements (including the risk of override of controls), and determined
that the principal risks were related to posting inappropriate journal entries to manipulate financial performance. Audit
procedures performed by the engagementteam included:

e Discussions with management and those charged with governance, including consideration of known or suspected
instances of non-compliance with laws and regulation and fraud;

e Reviewing relevant meeting minutes ofthe Board; and

¢ Identifyingand testing journalentries, in particular any journal entries posted with unusual accountcombinations.

12
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF ST ANDREW’S GROUP LIMITED (continued)

There are inherentlimitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting fromerror, as fraud may involve deliberate concealmentby, for example, forgery or intentional misrepresentations,
orthrough collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms partofour auditors’report.

Use of this report

Thisreport,including the opinions, has been prepared for and only for the company’s member as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whomthis reportis shown orinto whose hands it may
come save where expressly agreed by our prior consentin writing.

OTHER REQUIRED REPORTING

Companies Act 2006 exception reporting

Underthe Companies Act 2006 we are required to reportto youif, in our opinion:

e we havenotobtained all the information and explanations we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received frombranches notvisited by us; or

e certain disclosures ofdirectors’remuneration specified by law are not made; or

¢ the financial statements are notin agreementwith the accounting recordsand returns.

We have no exceptions to reportarising fromthis responsibility.

S TSess

Sundash Jassi (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bristol

1 July 2021
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019

£000 £000

Administrationfeeincome 3 - 16
Administrative expenses 4 (11) (12)
Reversal ofimpairment/(impairment) 5 2,385 (1,190)
Operating income/(expenses) before financing income 2,374 (1,186)
Investmentincome 6 20 -
Net gains on assets at fair value through profitorloss 7 2 3
Foreign exchangeloss 8 - (2)
Net finance income 22 1
Profit/(Loss)/ before tax 2,396 (1,185)
Taxation 9 - -
Profit/(Loss)/ for the year 2,396 (1,185)

There are no items of comprehensive income which have not already been presented in arriving at the profit for the year.
Accordingly, the profitforthe yearis the same as total comprehensive income/(expense) for the year.

The notes on pages 18to 34 are an integral partofthese financial statements.
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FINANCIAL STATEMENTS

BALANCE SHEET AS AT 31 DECEMBER 2020

2020 2019
Note £000 £000
ASSETS
Deferred tax assets 10 15 16
Financial assets:
Investments at fair value through profitorloss 11 268 266
Loans and receivables at amortised cost 12 904 5,632
Current tax recoverable 13 1 3
Cash and cash equivalents 14 7,938 8,759
Total assets 9,126 14,676
EQUITY AND LIABILITIES
Capital and reserves attributable tothe Company's equity shareholders
Share capital 15 1,000 1,000
Retained profits 3,766 1,370
Total equity 4,766 2,370
Liabilities
Other financial liabilities 16 4,360 12,306
Total liabilities 4,360 12,306
Total equity and liabilities 9,126 14,676

The notes setout on pages 18 to 34 are an integral partofthese financial statements.

The financial statements on pages 14to 34 were approved by the Board of Directors on 1 July 2021 and signed onits

behalf by:

S C Quinn
Director
1 July 2021
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ST ANDREW’S GROUP LIMITED (03011193)

FINANCIAL STATEMENTS

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
£000 £000
Cash flows from operating activities
Profit/(Loss) before tax 2,396 (1,185)
Adjusted for:

Investment income and unrealised fair value movements 6,7 (22) (3)
Net (increase)/decrease in operating assets and liabilities 17 (3,218) 781
Taxation received/(paid) 3 (44)
Net cash flows used in operating activities (841) (451)
Cash flows from investing activities 20 -
Net cash flows generated from investing activities 20 -
Net decrease in cash and cash equivalents (821) (451)
Cash and cash equivalents at the beginning ofthe year 8,759 9,210
Net cash and cash equivalents at end of the year 14 7,938 8,759

The notes setout on pages 18 to 34 are an integral part ofthese financial statements.
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ST ANDREW’S GROUP LIMITED (03011193)

FINANCIAL STATEMENTS

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020

Share Retained Total

capital profits equity

£000 £000 £000

Balance at 1 January 2019 1,000 2,555 3,555
Loss and total comprehensive expenses for the year - (1,185) (1,185)
Balance at 31 December 2019 1,000 1,370 2,370
Profitand total comprehensive income for the year - 2,396 2,396
Balance at 31 December 2020 1,000 3,766 4,766

The notes on pages 18to 34 are an integral partofthese financial statements.
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ST ANDREW’S GROUP LIMITED (03011193) FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMB ER 2020

(@

(b)

Accounting policies

The accounting policies adoptedin the preparation of the financial statements, which have been consistently applied
to all periods presented in these financial statements unless stated otherwise, are set out below.

Basis of preparation

The financial statements ofthe Company have been prepared:

(1) inaccordancewith the International Accounting Standards (IASs) and in conformity with the requirements of the
Companies Act 2006 (IFRS)

(2) under the historical cost convention, as modified by the revaluation of certain financial assets and financial
liabilities at fair value through profitor loss, as set out in the relevantaccounting policies.

The Directors are satisfied that the Company has adequate resources to continue in business for the foreseeable
future. Accordingly, thefinancial statements ofthe Company have been prepared on agoing concernbasis.

In accordance with IAS 1 ‘Presentation of Financial Statements’, assets and liabilities in the Balance Sheet are
presented in accordance with management’s estimated order ofliquidity. Analysisofthe assets and liabilities of the
Company into amounts expected to be received or settled within 12 months after the reporting date (current) and
more than 12 months after the reporting date (non-current) is presented in the notes.

The Company forms part of Lloyds Banking Group, which prepares agroup setofconsolidated financial statements
under IFRS.

Standards and interpretations effective in 2020

The Company has not adopted any new standards, amendments to standards or interpretations of published
standards which became effective for financial years beginning on or after 1 January 2020 which have had a material
impacton the Company.

Financial assets and financial liabilities

Management determines the classification of its financial assets and financial liabilities at initial recogniton.
Management’s policies for the recognition of specific financial assets and financial liabilities, as identified on the
Balance Sheet, are set out under therelevant accounting policies.

On initial recognition, financial assets are classified as measured at amortised cost or fair value through profit or
loss, depending on the Company’s business model for managing the financial assets and whether the cash flows
representsolely payments of principal and interest. The Company assesses its business models ata portfoliolevel
based on its objectives for the relevant portfolio, how the performance ofthe portfolio is managed and reported, and
the frequency of asset sales. Financial assets with embedded derivatives are considered in their entirety when
considering their cash flow characteristics. The Company reclassifies financial assets when and only when its
business model for managing those assets changes. A reclassification will only take place when the change is
significant to the Company’s operations and will occur at a portfolio level and not for individual instruments;
reclassifications are expected to be rare.

The Company initially recognises loans and receivables when the Company becomes a party to the contractual
provisions ofthe instrument.

Financial assets are derecognised when the contractual rightto receive cash flowsfromthose assets has expired or
when the Company has transferred its contractual rightto receive the cash flows from the assets and either:
substantially all of the risks and rewards of ownership have been transferred; or the Company has neither retained
nor transferred substantially all of therisks and rewards, but has transferred control.

Financial liabilities are derecognised when the obligationis discharged, cancelled or expires.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMB ER 2020

(b)

(c)

Accounting policies (continued)
Financial assets and financial liabilities (continued)

Transaction costs incidental to the acquisition of a financial asset are expensed through the Statement of
Comprehensive Income, within netgains and losses on assets and liabilities at fair value through profitorloss.

Financial assets and financial liabilities are offsetand the net amount reported in the balance sheetonly when there
is a legally enforceable rightto offsetthe recognised amounts, both inthe normal course of business andin the event
of default, and there is an intention to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

Fair value methodology

All assets and liabilities carried atfair value, or for which afair value measurement is disclosed are categorised into
a ‘fair value hierarchy’as follows:

(i) Level 1

Valued using quoted prices in active markets for identical assets and liabilities to those being valued. An active
market is one in which arm’s length transactions in the instrument occur with both sufficient frequency and volume
to provide pricing information on an ongoing basis. Examples include listed equities, listed d ebt securities, Open
Ended Investment Companies (OEICs) and unit trusts traded in active markets and exchange traded derivatives
such as futures.

(ii) Level 2

Valued using inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (as prices) or indirectly (derived from prices). Ifthe asset or liability has a specified (contractual) term,
a Level 2 input must be observable for substantially the full term ofthe asset orliability. Level 2 inputsincludethe
following:

e Quoted prices for similar (but notidentical)instruments in active markets;

e Quoted prices foridentical or similar instruments in markets that are notactive, where prices are notcurrent, or
price quotations vary substantially either over time or among market makers;

e Inputs other than quoted prices that are observable for the instrument (for example, interest rates and yield
curves observable at commonly quoted intervals and defaultrates); and

e Inputs that are derived principally from, or corroborated by, observable market data by correlation or other
means.

Examples of these are securities measured using discounted cash flow models based on market observable swap
yields such as Over the Counter interest swaps, listed debt and restricted equity securities.

(iiii) Level 3

Valuations are based on mathematical models, market prices/data (where available) and subjective assumptions,
including unobservable inputs. Unobservable inputs may have been used to measure fair value where observable
inputs are not available. This approach allows for situations in which there is little, if any, market activity for the
asset or liability at the measurement date (or market information for the inputs to any valuation models).
Unobservableinputs reflectthe assumptions the Company considers that market participants would use in pricing
the asset or liability, for example private equity investments held by company. Where estimates are used, these
are based on a combination of independent third-party evidence and internally developed models, calibrated to
market observable data where possible.

Further analysis ofthe Company’s instruments held at fair valueis setoutin note 11. The Company’s management,
through afair value pricing committee, review information on the fair value of the Company’s financial assets and
the sensitivities to these values on a regular basis.

Transfers between different levels of the fair value hierarchy are deemed to have occurred at the next reporting
date after the changein circumstances that caused the transfer.
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(d)

(e)

()

(9)

Accounting policies (continued)
Revenue recognition

Administration fee income

Administration fee income comprises administration fees receivable in respect of services provided to a third party
company. All fees are recognised in the Statement of Comprehensive Income on an accruals basis.

Investment Income

Interestincome for all interest-bearing financial instruments isrecognised inthe statementof comprehensive income
as it accrues, within investmentincome.

Net gains and losses on assets and liabilities at fair value through profit or loss

Net gains and losses on assets and liabilities at fair value through profit or loss includes both realised and unrealised
gains and losses. Movements are recognisedin the Statement of Comprehensive Incomein the period in which they
arise.

Expense recognition
Administrative expenses
Administrative expenses are recognised in the Statement of Comprehensive Income as incurred.

Loans and receivables at amortised cost

Loans and receivables at amortised costare financial assets, other than cash and cash equivalents thatare held to
collect contractual cash flows where those cash flows represent solely payments of principal and interest, a basic
lending arrangement results in contractual cash flows that are solely payments of principal and interest on the
principal amountoutstanding. Where the contractual cash flows introduce exposure to risks or volatility unrelated to
a basic lending arrangementsuch as changes in equity prices or commodity prices, the payments do notcomprise
solely principal and interest.

Loans and receivables at amortised cost are initially recognised at fair value less directly attributable transactions
costs and subsequently measured at amortised cost, subject to impairment. Further information on the Company’s
impairmentpolicyis setoutin policy (i).

Investments at fair value through profit or loss

Investments at fair value through profitorloss comprise holdings inacollective investmentscheme.

Classification

Holdings in collective investment schemes are measured at fair value through profitorloss.

Recognition

Purchases and sales of financial assets are recognised on the trade date, i.e. the date the Company commits to
purchasethe asset from, or deliver the asset to, the counterparty. Investments areinitiallyrecognised at cost, being
the fair value ofthe consideration given, and are subsequently re-measured at fair value.

Measurement

The fair values of investments are based on current bid prices. If the market for a financial asset is notactive, and
also for unlisted securities, the Company establishes fair value by using valuation techniques. These include the use
of similar arm’s length transactions and reference to other instruments that are substantially the same, making
maximum use of market inputs and relying as little as possible on entity -specific inputs.

Structured entities

The Company holds investments in structured entities arising from investments in collective investment vehicles.
Unconsolidated collective investmentvehicles are carried at fair value.
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(h)

(i)

Accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents includes cash at bank, short-term highly liquid investments with original maturities of
three months orless (excluding such investments as otherwise meet this definition butwhich are held for investment
purposes rather than for the purposes of meeting short-term cash commitments) and bank overdrafts where alegal
rightof set off exists.

Cash and cash equivalents that are held to collectcontractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. A basic lending arrangement results in
contractual cash flows thatare solely payments of principal and interest on the principal amountoutstanding. Cash
and cash equivalents that are within a portfolio of financial assets that is managed and whose performance is
evaluated on a fair value basis or do not meet the criteriato be measured at amortised cost are classified and
measured as investments at fair value through profitorloss, as set outin policy (g).

Impairment
Financial assets

The impairment charge in the Statement of Comprehensive Income includes the change in expected credit losses
for financial assets held atamortised cost. Expected creditlosses are calculated by using the estimated exposure of
the Company at the point of default after taking into account the value of any collateral held or other mitigants of
loss.

At initial recognition, allowance is made for expected credit losses resulting from default events that are possible
within the next 12 months (12-month expected credit losses). In the event of a significant increase in credit risk,
allowanceis made for expected creditlosses resulting fromall possible default events over the expected life of the
financial instrument (lifetime expected credit losses). Financial assets where 12-month expected credit losses are
recognised are considered to be Stage 1; financial assets which are considered to have experienced a significant
increasein creditrisk are in Stage 2; and financial assets which have defaulted or are otherwise considered to be
creditimpaired are allocated to Stage 3.

An assessmentofwhether creditrisk has increased significantly since initial recognition considers the change in the
risk of default occurring over the remaining expected life of the financial instrument. The assessment is unbiased,
probability-weighted and uses forward-looking information consistent with thatused in the measurementof expected
credit losses. However, unless identified at an earlier stage, the credit risk of financial assets is deemed to have
increased significantly when more than 30 days past due. Where the creditrisk subsequently improves such thatit
no longer represents asignificantincreasein creditrisk since origination, the assetis transferred back to Stage 1.

For financial instruments that are considered to have low creditrisk, the creditrisk is assumed to nothave increased
significantly sinceinitialrecognition. Financial instruments are considered to have low creditrisk when the borrower
is considered to have a low risk of default from a market perspective, such as external bank accounts. Typically
financial instruments with an external creditrating ofinvestmentgrade are considered to have low creditrisk.

Assets are transferred to Stage 3 when they have defaulted or are otherwise consideredto be credit impaired. IFRS
9 contains a rebuttable presumption that default occurs no later than when a paymentis 90 days past due. The
Company uses this 90 day backstop.

Non-financial assets

Assets that have an indefinite useful life are notsubject to depreciation or amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate thatthe carrying amount may notbe recoverable.

Reversal

Provisions relating to premium collection and/or refund activity undertaken on behalf of other group companies after

the signing of their financial statements and accounts are recognised by the company. In the following accountng
period the company will recover the provision fromthe other group companies.
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0)

(k)

0]

(m)

Accounting policies (continued)
Taxes

Tax expense comprises currentand deferred tax. Currentand deferred tax are charged or credited in the Statement
of Comprehensive Income exceptto the extent that the tax arises from a transaction or eventwhich is recognised,
inthe same or a differentperiod, outside the Statement of Comprehensive Income (either in other comprehensive
income, directly in equity, or through abusiness combination), in which case the tax appears in the same statement
as the transaction thatgaveriseto it.

Current tax

Current tax is the amount of corporate income taxes expected to be payable orrecoverable based on the profit for
the period as adjusted for items that are nottaxable or notdeductible, and is calculated using tax rates and laws that
were enacted or substantively enacted at the balance sheet date.

Current tax includes amounts provided in respect of uncertain tax positions when managementexpects that, upon
examination ofthe uncertainty by Her Majesty's Revenue and Customs (HMRC) or other relevanttax authority, itis
more likely than not that an economic outflow will occur. Provisions reflect management's best estimate of the
ultimate liability based on their interpretation of tax law, precedentand guidance, informed by external tax advice as
necessary. Changes in facts and circumstances underlying these provisions are reassessed ateach balance sheet
date, and the provisions are re-measured as required to reflect currentinformation.

Deferred tax

Deferred tax is recognised on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the balance sheet. Deferred tax is calculated using tax rates and laws that have been enacted
or substantively enacted at the balance sheet date, and which are expected to apply when therelated deferred tax
asset is realised or the deferred tax liability is settled.

Deferred tax liabilities are generally recognised for all taxable temporary differences but notrecognised for taxable
temporary differences arising on investments in subsidiaries where the reversal ofthe temporary difference can be
controlled and itis probable that the difference will notreversein the foreseeable future. Deferred tax liabilities are
notrecognised on temporary differences thatarise from goodwillwhichis notdeductible for tax purposes.

Deferred tax assets are recognised to the extentitis probable that taxable profits will be available againstwhich the
deductible temporary differences can be utilised, and are reviewed at each balance sheet date and reduced to the
extent thatitis no longer probable that sufficient taxable profits will be available to allow all or partof the asset to be
recovered.

Deferred tax assets and liabilities are not recognised in respect of temporary differences that arise on inital
recognition of assets and liabilities acquired other than in abusiness combination. Deferred tax is notdiscounted.

Share capital

Shares are classified as equity when thereis no obligation to transfer cash or other assets. Incremental costs directy
attributable to the issue of equity instruments are shown in equity as a deduction fromthe proceeds, net of tax.

Dividends payable

Dividends payable on ordinary shares arerecognised in equity in the periodin which they are approved.

Other financial liabilities

Other financial liabilities are initially recognised at fair value less directly attributable transaction costs and

subsequently measured at amortised cost. In practice, the carrying value of these balances equates to the fair value
due to the short-term nature ofthe amounts included within other financial liabilities.
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(n)

3

Accounting policies (continued)
Foreign currency translation

Items included in the Company’s financial statements are measured using the currency of the primary economic
environment in which the entity operates (the ‘functional currency’). The Company’s financial statements are
presented in pounds sterling, (rounded to the nearest thousand (‘£000)), which isthe Company’s presentation and
functional currency.

Monetary items denominated in foreign currencies are translated into sterling at the exchange rates ruling at the
reporting date. Non-monetary items denominated in foreign currencies that are measured at fair value are translated
at the exchangerates ruling atthe date when the currentfair value is determined. Non -monetary items denominated
in foreign currencies that are measured at historical cost are translated at the exchange rates ruling at the date of
the transaction. Revenue transactionsand thoserelating to the acquisition and realisation of investments have been
translated at rates of exchangeruling atthe time of the respective transactions. Any exchange differences are d ealt
with in that partof the Statement of Comprehensive Income in whichthe underlyingtransactionis reported.

Critical accounting estimates and judgements in applying accounting policies

The Company’s management makes estimates and judgements that affect the reported amount of assets and
liabilities. Estimates and judgments are continually evaluated and based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. Revisions t
accounting estimates are recognised inthe period inwhich the estimate is revised and in any future periods affected.
There are no critical accounting estimates or judgements that have a significant effect on the amounts recognised in

the financial statements.

Administration fee income

2020 2019
£000
£000
Administration feeincome - 16
Total - 16
Administrative expenses
2020 2019
£000 £000
Administration expenses 11 12
Total 11 12

Audit fees for 2020 (£3,000) and 2019 (£3,000) were borne by fellow Lloyds Banking Group subsidiaries. The
Company had no directemployees during the year (2019: nil).
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(@

Reversal of impairment/(impairment)

2020 2019
£000 £000
Reversal of impairment/(impairment) 2,385 (1,190)
Total 2,385 (1,190)

£2,385,000 has been recovered from St Andrews Insurance plc. The provisions were in respect of premiums
receivable from external parties where premiums had been paid on to the underwriter St Andrews Insurance plc

where there is no likelihood of recoverability.

Investment Income

2020 2019
£000 £000
Interestincome 20 -
Total 20 -
Net gains on assets at fair value through profit or loss
2020 2019
£000 £000
Fair value gains on unlisted Collective Investment Scheme 2 3
Total 2 3
Foreign exchange loss
2020 2019
£000 £000
Foreign exchangeloss - (2)
Total - (2)
Taxation (credit)/ charge
Current year tax (credit)/ charge
2020 2019
£000 £000
Current tax
UK corporation tax @ 3
Total current tax (credit) (1 (3)
Deferred tax (note 10)
Deferred tax charge 1 3
Total deferred tax charge

Total income tax (credit)/ charge

Corporationtaxis calculated at a rate of 19 per cent(2019: 19 per cent) ofthe taxable profitfortheyear.
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9

(b)

10

11

12

Taxation (credit)/ charge (continued)

Reconciliation of tax (credit)/ charge

2020 2019
£000 £000
Profit/(loss) before tax 2,396 (1,185)
Tax at 19% (2019: 19%)* 455 (225)
Effects of:
Disallowed items - (226)
Non-taxable items 453 -
Reduction in tax rate and related impacts 2 1
Total -

*The Finance Act 2016 reduced the main rate of corporation tax to 17% with effect from 1 April 2020. This reduction
was superseded by The Finance Act 2020 which was enacted on 22 July 2020, and maintained the main rate of
corporationtax at 19% with effect from 1 April 2020.

The effective tax rate forthe year is 0 per cent (2019: 0 per cent).

Deferred tax assets

Total capital
allowances
£000
At 1 January 2019 19
Statement of Comprehensive Income charge during 2019 (3)
At 31 December 2019 16
Statement of Comprehensive Income charge during 2020 (1)
At 31 December 2020 15

The Finance Bill 2021, which was substantively enacted on 24 May 2021, increases the rate of corporation tax from
19% to 25% with effect from 1 April 2023. Had this changein corporationtax been enacted on 31 December 2020,
the effect would have been to increase net deferred tax assets by £3,000.

Investments at fair value through profit or loss

2020 2019

£000 £000

Collective Investment Scheme - Aberdeen Ultra Short Duration Sterling Fund 268 266
Total 268 266

The Aberdeen Ultra Short Duration Sterling Fundis an unlisted asset managed by Aberdeen Asset Management PLC
(seenote 18).

Interests in unconsolidated structured entities

Included within investments at fair value through profitor loss are investments in unconsolidated structured entities
of £268,000 (2019: £266,000) arising frominvestments in collective investmentvehicles.

Loans and receivables at amortised cost

2020 2019
£000 £000
Amounts due from related parties 902 5,628
Sundry debtors 2 4
Total 904 5,632

All loans and receivables are recoverable within one year.
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14

15

16

17

18

Current tax recoverable

2020 2019

£000 £000
Income tax assets 1 3
Total 1 3
All balances are recoverable within one year.
Cash and cash equivalents

2020 2019

£000 £000
Cash at bank and in hand 7,938 8,759
Total 7,938 8,759
Share capital

2020 2019

£000 £000
Issued and fully paid share capital:
At 1 January 1,000 1,000
At 31 December 1,000 1,000
Other financial liabilities

2020 2019

£000 £000
Amounts dueto related parties 2,366 9,514
Insurance payables 1,994 2,792
Total 4,360 12,306
All other financial liabilities are payable within one year.
Net (increase)/decrease in operating assets and liabilities

2020 2019

£000 £000
Decrease in loans and receivables 4,728 1,590
Decrease in other financial liabilities (7,946) (809)
Net (increase)/decrease in operating assets and liabilities (3,218) 781

Risk management

The Company is a part of Lloyds Banking Group. The principal activities of the Company are to receive creditor
policy premiumrenewals and settle customer payments on behalf of other Group companies.

This note summarises the risks associated with the activities ofthe company and the way in which they are
managed
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(@

(b)

(©)

Risk management (continued)
Governance framework

Lloyds Banking Group has established a Risk function with responsibility forimplementing the LIoyds Banking Group
risk management framework (with appropriate Insurance focus) withinthe Company.

The risk management approach aims to ensure effective independent checking or 'oversight' of key decisions by
operating a'threelines of defence' model. Thefirstline of defence isline management, who have direct accountability
for risk decisions. The Risk function provides oversight and challenge and is the second line of defence. Intemal
Audit, the third line ofdefence, provide independentassurance to the Insurance Audit Committee and the Board that
risks are recognised, monitored and managed within acceptable parameters.

This enterprise-wide risk management framework for the identification, assessment, measurement and management
of risk covers the full spectrum of risks that the Company is exposed to, with risks categorised according to an
approved Lloyds Banking Group risk language. This covers the principal risks faced by the company, including the
exposures to market, model risk, credit, capital, liquidity, regulatory and legal, conduct, people, governance and
operational risks. The Company assesses the relative costs and concentrations of each type of risk and material
issues are escalated to the appropriate Insurance executive committees and onto the Board if required. The
performance ofthe Company, its continuing ability to write business and the strategic management of the business
depend on its ability to manage these risks.

Responsibility for setting and managing risk appetite and risk policy resides with the Board. Risks are manag ed in
line with Lloyds Banking Group and Insurance risk policies. The Insurance & Wealth Risk Committee (IWRC)
manages some of the operational implementation ofthese aspects on behalfofthe Board .

Policy owners, identified from appropriate areas of Lloyds Banking Group and Insurance, are responsible for drafing
risk policies, ensuring they remain up-to-date and for facilitating any changes. Policies are subject to at least an
annual review. Limits are prescribed within which those responsible for the day-to-day management of each
company within the Group can take decisions. Line management are required to follow prescribed reportng
procedures to the bodies responsible for monitoring compliance with policy and controlling the risks.

In response to the contingency planning requirements for Covid-19, daily Risk Surgeries were put in place
establishingacontrolamendmentprocess to support colleagues to continue to serve customers and to maintain the
operation of business processes. A key aim of the Risk Surgery and control amendment process is to take
reasonable steps to ensure that all changes to current ways of working (including operational home working),
operational processes or customer treatment is robustly risk assessed and reviewed by the appropriate risk SMEs
across the three lines of defence. The changes implemented helped to manage operational and conduct risks.
Following the success of the Risk Surgeries, these will continue beyond Covid-19 and are part of our ongoing
governance activity. In addition, through the Group’s incident management process, we managed key business
continuity factors such as absence levels, productivity, IT stability, strategic change activity, regulatory focus, supplier
performance and health and safety measures.

Risk appetite

The Board has approved a risk appetite framework that covers Customer Risk, Strategy and Brand Risk and
Financial Risks.

Risk appetite is the amount and type of risk that the Board prefers, accepts or wishes to avoid and is aligned to
Company strategy. Therisk appetite statements set limits for exposures to the key risks faced by the business.

Risk appetite is reviewed at least annually by the Board. Any breaches of risk appetite require clear plans and
timescales for resolution.

Financial risks
The Company is exposed to arange of financial risks throughits financial assets and financial liabilities.
Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost

The summary of significant accounting policies (note 1) describes how the classes of financial instruments are
measured and howincome and expenses, including fair value gains and losses, arerecognised.
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(c)

Risk management (continued)

Financial risks (continued)

The timing of the unwind of the deferred tax assets and liabilities is dependent on the timing of the unwind of the
temporary timing differences, arising between the tax bases of the assets and liabilities and their carrying amounts
for financial reporting purposes, to which these balances relate.

(1) Market risk

Market risk is defined as the risk that our capital or earnings profile is affected by adverse market rates, in particular
equity, creditdefault spreads, interestrates and inflation in Insurance business.

The Company’s objective in managing marketrisk is to maximise returns frominvestments whilst ensuring regulatory
requirements are met and adequate financial security is maintained on an ongoin g basis.

The Company was exposed in the year to marketrisk in Collective Investment Schemes: unlisted investments which
are authorised and regulated by the FCA and fall under the EU directive on Undertakings for Collective Investment
in Transferable Securities.

Investments in collective investment schemes are categorised as level 1 in the fair value hierarchy.

The Directors do notconsider marketrisk to be a significantrisk to the Company.

(2) Credit risk

Credit Risk is defined as the risk that parties with whom the Company has contracted fail to meet their financial
obligations (both onor off balance sheet).

Creditriskis managed in line with the Insurance Credit Risk Policy and the wider LIoyds Banking Group Credit Risk
Policy which setoutthe principles of the creditcontrol framework.

Creditrisk to the Company arises primarily fromexposureto loans and receivables at amortised cost and financial
assets at fair value through profitor loss. Exposure to loans and receivables at amortised cost is assessedon acase
by case basis, using a creditrating agency where appropriate.

Expected credit losses are calculated using three key input parameters: the probability of default (PD) (except for
lifetime expected creditlosses), the loss given default (LGD) and the exposure at default (EAD). The probability of
default and expected loss given default are determined using internally generated creditratings.

Expected creditlosses are measured on a collective basis for certain groups of financial assets, such as trade
receivables due from external parties which are considered to be homogenous in terms oftheir risk of default.

The following table sets outdetails of the creditquality of financial assets thatare neither pastdue norimpaired:

As at 31 December 2020

BBB or

Total AAA AA A lower Not rated

£000 £000 £000 £000 £000 £000
Stage 1 assets
Loans and receivables at amortised cost 904 - - 902 - 2
Cash and cash equivalents 7,938 - - 7,938 -
Exposure to credit risk 8,842 - - 8,840 - 2
Assets at fair value through profit or
loss
Cash and cash equivalents 268 268 - - - -
Total 9,110 268 - 8,840 - 2
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(c)

Risk management (continued)
Financial risks (continued)

(2) Credit risk (continued)

As at 31 December 2019

BBB or

Total AAA AA A lower  Not rated

£000 £000 £000 £000 £000 £000
Stage 1 assets
Loans and receivables at amortised cost 5,632 - - 5,628 - 4
Cash and cash equivalents 8,759 - - 8,759 - -
Exposure to credit risk 14,391 - - 14,387 - 4
Assets at fair value through profit or
loss
Cash and cash equivalents 266 266 - - - -
Total 14,657 266 - 14,387 - 4

Amounts classified as ‘notrated’in the above table are notrated by Standard and Pooror an equivalent rating agency.
Creditconcentration riskrelates to the inadequate diversification of creditrisk.

Creditriskis managed throughthe setting and regular review of counterparty creditand concentration limits on asset
types which are considered more likely to lead to a concentration of creditrisk. However, for other assets, such as
investments in funds falling under the Undertakings for Collective Investment in Transferable Securities (UCITS)
Directive (which are almostall the Company’s assets) no limits are prescribed as the risk of creditconcentration is
deemed to be immaterial. This policysupports theapproach mandated by the PRA for regulatory reporting.

Exposureto creditriskis concentrated across counterparties as follows:

2020 2019
£000 £000

Trade and other receivables:
Amounts due from Group undertakings 902 5,628
Sundry debtors 2 4
Cash and cash equivalents (amounts due from financial institutions) 7,938 8,759
Total 8,842 14,391

Liquidity concentration risk

Liquidity concentration risk arises wherethe Company is unable to meet its obligations as they fall due or do so only
at an excessive cost, due to over-concentration of investments in particular financial assets or classes of financial
asset.

As most ofthe Company'’s invested assets are cash and cash equivalents itis unlikely thata material concentration
of liquidity concentration could arise.

Thisis supplemented by active liquidity managementin the Company, to ensure that even under stress conditions
the Company has sufficient liquidity as required to meet its obligations. This is delegated by the Board to and
monitored through the Insurance and Wealth Asset and Liability Committee (IWALCO), the Insurance and Wealth
Risk Committee (IWRC) and Insurance Banking Liquidity Operations Committee (BLOC).
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(d)

Risk management (continued)
Financial risks (continued)
(3) Liquidity risk

Liquidity risk is defined as the risk that the Company does not have sufficient financial resources to meet its
commitments as they fall due, or can secure them only at excessive cost.

Liquidity risk may resultfrom either the inability to sell financial assets quickly at their fair values or from the inability
to generate cash inflows as anticipated.

Liquidity riskis managed in line with the Insurance Liquidity Risk Policy and the wider LIoyds Banking Group Funding
and Liquidity Policy.

Thetable below analyses the Company’s financial liabilities into relevant maturity groupings, based on the remaining
period atthe balance sheet to the contractual maturity date. The amounts disclosedin thetable are undiscounted.

As at 31 December 2019 More
Upto 3 3-12 than 2

Total months months 1-2 years years

£000 £000 £000 £000 £000

Amounts owed to related parties 2,366 2,366 - - -
Insurance payables 1,994 1,994 - - -
Total 4,360 4,360 - - -

As at 31 December 2019

More

Upto3 3-12 than 2

Total months months 1-2 years years

£000 £000 £000 £000 £000

Amounts owed to related parties 9,514 9,514 - - -
Insurance payables 2,792 2,792 - - -
Total 12,306 12,306 - - -

Non-Financial Risks

The Company faces a variety of non-financial risks through its operations and service provision. The Company
manages these risks by following the embedded Risk Management Framework, which uses methodologies and
systems consistentwith those implemented across the Company. The various stages of the framework are:

Identification
¢ Risksidentified in products, processes, channels, customersand people
e Emerging risks
e Changesto therisk profile through ongoing tracking, pricing reviews and monitoring of external factors
e ChangeManagementatproject, programme or portfolio level
e ImplementRisk and Control Framework and standards, including loss estimation and provisioning

Measurement
e Evaluate risk exposure vs appetite
e Scenario analysis

Management
e Identify and operate controls
e Performday-to-day control activities
e Ensureappropriate segregation of duties
e Controlassessmentand estimation of residual risk
e Controls testing activities
e Effectiveness reviews
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(d)

Risk management (continued)
Non-Financial Risks (continued)

Monitoring
e Performancevsrisk appetite
e Riskmetrics on for example products, processes, customer experience, service, retention
e Change portfolio
e Regulatory and external environment
e Quality checking
e Action management

Reporting
e Monthly Executive Risk Reporting presented through the corporate governance structure leads to top down
review and challenge evidenced viathe Insurance Consolidated Risk Report
e Material Events escalation, including related actions

The primary non-financial risk categories are:

Conduct risk

Conductriskis defined as therisk of customer detrimentacross the customer lifecycle including: failures in product
management, distribution and servicing activities; from other risks materialising, or other activities which could
underminetheintegrity ofthe market or distort competition, leading to unfair customer outcomes, regulatory censure,
reputational damage or financial loss.

Governance risk

Governanceriskis defined as the risk that the Lloyds Banking Group’s organisational infrastructure fails to provide
robustoversightofdecision making and the control mechanisms to ensure strategies and managementinstructons
are implemented effectively.

Model risk
Therisk offinancial loss, regulatory censure, reputational damage or customer detriment, as a result of deficiencies
in the development, application and ongoing operation of Models and Ratings systems.

Operational risk

Operational risk is defined as the risk of loss from inadequate or failed internal processes, people and systems or
fromexternal events. As operationalrisk covers sucharange ofelements, there are secondaryrisk typeswithin this
area, including:

Change risk

Change risk is defined as the risk that, in delivering its change agenda, the Company fails to ensure
compliance with laws and regulation, maintain effective customer service and availability, and/or operate
within the Company’s risk appetite.

Cyber and information security

The risk of financial loss, disruption or damage to the reputation of LIoyds Banking Group from a malicious
attack thatimpacts the confidentiality and/or integrity of electronic data or the availability of systems. The risk
also to the security ofinformation and data.

Data management

The risk that the Company fails to effectively govern, manage and protect its data (or the data shared with
Third Party Suppliers) impacting the Company’s agility, accuracy, access and availability of data, ultimately
leading to poor customer outcomes, loss of value to the Company and mistrust fromregulators.

Financial crime

Financial crimeis theriskofacts intended to bribe, corrupt, launder money, fund terrorist activity or circumvent
sanctionsintended for personal gain or to cause loss to another party, by customers/clients, supp liers, third
parties or colleagues.
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(e)

Risk management (continued)

Non-Financial Risks (continued)

Operational risk (continued)

Financial reporting risk

Financial reporting risk is defined as therisk that the Company suffers reputational damage, loss of investor
confidence and/or financial loss arising from the adoption of inappropriate accounting policies, ineffective
controls over business or finance processes impacting financial, prudential regulatory, and tax reporting,
failure to manage the associated risks of changes in taxation rates, law, corporate ownership or structure and
the failure to disclose timely and appropriate informationin accordance with regulatory requirements.

Fraud
The risk of acts of deception or omission intended for personal gain or to cause loss to another party, by
customers/clients, third parties or colleagues.

Internal service provision
The risk associated with the managementofinternal service arrangements.

IT systems
The risk of failure in technology governance and the development, delivery and maintenance of effective IT
solutions.

Operational resilience risk

Operational resiliencerisk covers therisk thatthe Companyfails to design resilience into business operations,
underlying infrastructure and controls (people, process, technical) so that it is able to withstand extemnal or
internal events which couldimpactthe continuation of operations, and fails to respond in away which meets
stakeholder expectations and needs when the continuity of operations is compromised.

Physical security risk
The risk to the security of people and property (including damage (malicious or non-malicious) to
Lloyds Banking Group branches and buildings managed through Group Property).

Sourcing
Sourcing risk covers the risk associated with the activity related to the agreement and management of
services provided by third parties including outsourcing (excludes internal service arrangements).

People risk

Peopleriskis defined as the risk that the Company fails to provide an appropriate colleague and customer-
centric culture, supported by robust regard and wellbeing policies and processes; effective leadership to
manage colleague resources; effective talent and succession management; and robust control to ensure all
colleague-related requirements are met.

Regulatory and legal risk

The risk offinancial penalties, regulatory censure, criminal or civilenforcementaction or customer detriment
as a result of failure to identify, assess, correctly interpret, comply with, or manage regulatory and/or legal
requirements.

UK political uncertainties including EU exit

The UK / EU Trade and Cooperation Agreement means a disorderly Brexit has been avoided. While the TCA
contains limited, high-level provisions on financial services, further detail is expected to emerge during thisyear, and
the Company will continue to monitor developments closely. Measures have been putin place to support affected
customers, although to date customer responses remain low. The Company continues to monitor the wider post-
Brexit environment, including for market volatility. Scenario planning exercises are performed as part of business
as usual, while contingency plans have been recalibrated and are regularly reviewed for potential strategic,
operational and reputational impacts.
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Risk management (continued)
Economic risk

UK economic growth is muted due to impacts from the Covid-19 pandemic and political uncertainty. High levels of
creditmarketliquidity have reduced spreads and weakened terms in some sectors, creating a potential under -pricing
of risk and heightened riskofamarket correction. The Company's responseis:

e The Company has arobust through the cycle credit risk appetite, including individual limit guidelines, specific
sector appetite statements and policies, and affordability and indebtedness controls at origination. In addition to
on-going focused monitoring, we conduct portfolio deep dives and larger exposure reviews. We have enhanced
our use of early warning indicatorsincluding sector specificindicators

e Capital and liquidity are reviewed regularly through committees, ensuring compliance with risk appetite and
regulatory requirements

e Internal contingency plans recalibrated and regularly reviewed for potential strategic, operationa and
reputational impacts

e Widearray ofrisks consideredin setting strategic plans

Related party transactions

Ultimate parent and shareholding

The Company’s immediate parent undertaking is Lloyds Bank General Insurance Holdings Limited, a company
registered in the UK. Lloyds Bank General Insurance Holdings Limited has taken advantage ofthe provisions ofthe
Companies Act2006 and has notproduced consolidated financial statements.

The ultimate parent undertaking and controlling party is Lloyds Banking Group, which is the parent undertaking of
the only group to consolidate these financial statements. Once approved, copies ofthe consolidated annual report
and financial statements of Lloyds Banking Group may be obtained from Lloyds Banking Group’s head office at 25
Gresham Street, London EC2V 7HN or downloaded via www.lloydsbankinggroup.com.

Transactions and balances with related parties

Transactions with other Lloyds Banking Group companies

The Company has entered into transactionswith related parties in the normal course of business duringthe year.

2020
Income Expenses Payable at Receivable at
during period during period period end period end
£000 £000 £000 £000
Relationship
Otherrelated parties* 2,385 - 2,368 8,841
2019
Income Expenses Payable at Receivable at
during period during period period end period end
£000 £000 £000 £000
Relationship
Other related parties - - 9,514 13,912

*Income during the period relates to the recovery ofimpairments (note 5).
Transactions between the Company and entity employing key management

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Company which, for the Company, are all Directors and Insurance and Wealth
Executive Committee (IWEC) members. The emoluments of key management are not recharged to this Company
as itis considered that their services to this Company are incidental to their other activities within Lloyds Banking
Group.
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Contingencies and commitments
Other legal actions and regulatory matters

During the ordinary course of business the Company is subject to complaints and threatened or actual legal
proceedings broughtby or on behalfof currentor former employees, customers, investors or other third parties, as
well as legal and regulatory reviews, challenges, investigations and enforcement actions, both inthe United Kingdom
and overseas.

All such material matters are periodically reassessed, with the assistance of external professional advisors where
appropriate, to determine the likelihood ofthe Company incurring aliability. In those instances whereitis concluded
that itis morelikely than notthata paymentwill be made, a provision is established to management’s best estimate
of the amount required at the relevantbalance sheet date. In some cases it will notbe possibleto forma view, for
example because the facts are unclear or because further time is needed to properly assess the situation, and no
provisions are held in relation to such matters. However the Company does notcurrently expectthe final outcome
of any such case to have a material adverse effect on its financial position, operations or cash flows.

Future accounting developments

There are no standards or interpretations that are not yet effective and that would be expected to have a material
impacton the Company.
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