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LLOYDS BANK GENERAL INSURANCE LIMITED (00204373) FINANCIAL STATEMENTS

STRATEGIC REPORT

The Directors present their strategic report on Lloyds Bank General Insurance Limited (the 'Company') for the year ended 31
December 2024.

The Company is a subsidiary of Lloyds Bank General Insurance Holdings Limited and contributes to the results of the
Insurance, Pensions and Investments (IP&l) Division of Lloyds Banking Group, focusing on providing general insurance to
meet our customers’ needs.

Our strategy is to help our customers by:
* Delivering a leading customer experience
»  Digitising Lloyds Banking Group and its subsidiaries (the 'Group')
*  Maximising the Group's capabilities
»  Transforming ways of working

Through our strategy we are focusing on transforming ourselves into a digitised, simple, low risk, customer focused, UK
general insurance provider, offering home insurance marketed primarily under the Lloyds Bank, Bank of Scotland, Halifax and
MBNA brands, sold predominantly through direct channels, Lloyds Banking Group distributors and corporate partnerships.
The Company is focused on investing in the growth of its customer base and 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 the
IP&I division. To support this, the Company is focused on the following key performance indicators (see key performance
indicators section below):

+ Insurance revenue
* Insurance service expense
+  Combined ratio
»  Solvency Il Regulatory capital
* Liquidity position
Principal activities

The principal activity of the Company is to underwrite home insurance marketed primarily under the Lloyds Bank, Bank of
Scotland, Halifax and MBNA brands, and sold predominantly through direct channels, Lloyds Banking Group distributors and
corporate partnerships. All contracts of insurance are written in the UK.

In home insurance, we continue to enhance digital capabilities for leading customer experiences, responding to the continued
shift to digital channels and interactions. The Company also underwrites creditor, pet, accident and health books of business
that are all in run-off.

Legal Entity Reorganisation

On the 10th July 2024, a legal entity reorganisation took place as part of the IP&l strategy goal to simplify the legal entity
structure of the division. The Company purchased the entire share capital of both St Andrew's Insurance plc (StAl) and
Lloyds Bank Insurance Services Limited (LBIS), from Lloyds Bank General Insurance Holdings Limited (LBGIH).

The reorganisation was approved by the Board on 15 June 2023, and regulatory approval provided by the PRA (StAl) and
FCA (LBIS) on the 3 June 2024, following the Change in Control applications.

LBIS was acquired for a cash consideration of £125 million, and StAl for £25 million, and will be held at cost as investments
in subsidiaries, in accordance with Group accounting policies. In anticipation of the acquisitions, LBGIH increased its
investment in the Company in cash via a share subscription for £150 million.

A review of the carrying value of subsidiary investments will be performed on an annual basis, to assess indications of
impairment. Where an indicator of impairment is identified the recoverable amount of the subsidiary will be calculated.

Result for the year
The result for the year ended 31 December 2024 is a profit after tax of £39 million (2023 loss after tax: £(5) million).

The increase is predominantly driven by an increase in insurance revenue, caused by both volume growth and higher
average premiums, coupled with an increase in investment income.
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STRATEGIC REPORT (continued)
Economic Environment

The UK economy recovered somewhat from its pause in the second half of 2023. Households’ spending power is rising and
the unemployment rate remains low. The new Government aims to boost growth through increased investment and a
constructive regulatory backdrop. Global conflicts and threats to global trade integration remain headwinds.

In a positive or more challenging macroeconomic environment, our business model and strategy position us well, in particular
the strength of our customer franchise, our scale and balance sheet, and our prudent approach to risk. Our strategy and
transformation, combined with further efficiency improvements, will deliver profit growth, diversification and resilience. The
Company will continue to monitor the situation and risks to the business.

Climate Change

The Company is a subsidiary of Lloyds Banking Group plc. Lloyds Banking Group (LBG) is committed to supporting the aims
of the 2015 Paris Agreement in transitioning to a more sustainable, low carbon economy and recognises the importance of
embedding climate-related risks and opportunities into business operations and strategy.

The Company is supportive of the Task Force on Climate-Related Financial Disclosures (TCFD) framework and related
regulatory expectations and is aligned to best practice outlined by the Climate Financial Risk Forum (CFRF). The Company is
included in the LBG Sustainability Report. This report is available on the LBG website at www.lloydsbankinggroup.com/
investors/esg-information.

Key performance indicators
Insurance revenue

Insurance revenue has increased by 28 per cent to £646 million in 2024 (2023: £504 million), benefiting from higher levels of
written premiums towards the end of 2023, and in 2024. The increases in written premiums, driven by both volume and
average premium increases, are largely as a result of improved market competitiveness.

Insurance service expense

Insurance service expense has increased by 18 per cent to £556 million (2023: £473 million). This has predominantly been
driven by increased claims costs, linked to book size growth.

Combined ratio

The Company’s combined ratio has decreased to 97 per cent (2023: 108 per cent). This is predominantly driven by the
increase in insurance revenue, partially offset by increased claims costs within insurance service expense.

Solvency Il

Implementation of the Solvency UK Reforms was completed in 2024. From 31 December 2024 the Solvency UK framework
replaces Solvency Il in the UK, enhancing certain areas of regulation for Insurance companies. There was minimal financial
impact to the Company from implementation of the Solvency UK reforms in 2024. For clarity and in line with Policy Statement
PS15/24 from the PRA, we will continue to use the term "Solvency II" as modified by the PRA's 2024 reforms instead of
"Solvency UK" throughout.

During the year, the Company has delivered Solvency Il reporting including full annual quantitative reporting as at 31
December 2024, as well as the narrative reporting required by Solvency Il. The Company has a waiver from the Prudential
Regulation Authority (PRA) exempting it from preparing a solo Solvency and Financial Condition Report (SFCR) for each
Insurance entity. Instead, in April 2024, the Company reported publicly through a Group SFCR for Scottish Widows Group
Limited. The next SFCR will be published in April 2025.

The Directors believe that the Company currently has adequate capital resources and will continue to do so in the
foreseeable future. On a Solvency Il basis the regulatory surplus of the Company in excess of capital requirements is £130
million (2023: £110 million).

The Solvency Il ratio for the Company is 163 per cent (2023: 147 per cent). Further information on the capital position of the
Company is given in note 22.

As agreed with the PRA, the wider Insurance, Pensions & Investments Division submits a single Own Risk and Solvency
Assessment (ORSA) each year which covers the Group headed by Scottish Widows Group Limited. The assessment of own
risks and solvency needs of the Company is therefore covered by that assessment.
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STRATEGIC REPORT (continued)

Liquidity

The Company regularly monitors its liquidity position to ensure that, even under stressed conditions, the Company has
sufficient liquidity to meet its obligations and remain within approved risk appetite as set out in note 22. As at 31 December
2024, the Company had liquidity coverage of 193 per cent (2023: 201 per cent). Liquidity coverage is defined as the

comparison of available liquid assets, net of known cash flows, against 1-in-200 scenario liquidity risks. Liquidity methodology
and reporting is compliant with Solvency II.

Other sources where KPIs are presented

The Company also forms part of Lloyds Banking Group's Insurance, Pensions and Investments (IP&I) Division. The
development, performance and position of the IP&l Division are presented within Lloyds Banking Group’s annual report,
which does not form part of this report.

The Directors consider that the above are the appropriate key performance indicators linked to the principal activity of the
Company. These, together with other metrics which cover customer, operational measures and capital, are included in the
balanced scorecard used to measure all aspects of the performance of the business. In addition, the Directors are of the
opinion that the information contained in the Company's Solvency Il reporting on capital resources and requirements and
regular actuarial reports, in conjunction with the information presented in the financial statements as a whole, provide the
management information necessary for the Directors to understand the development, performance and position of the
business of the Company.

Review of the business

In addition to the progress made against the strategic initiatives summarised earlier there are other areas that are worthy of
note and these are described below. Decisions taken in the areas described below and in pursuit of our strategy are brought
to the Board for due consideration and approval.

Investment strategy

As part of its efficient balance sheet management the Company is focused on low risk, very short duration assets to match its
liabilities.

Further details on the credit risk and fair value measurement of these assets can be found in note 22.

Outlook

The Directors consider that the Company’s principal activities will continue to be unchanged in the foreseeable future.
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STRATEGIC REPORT (continued)
Principal risks and uncertainties

Risks and uncertainties to our strategic plan, both positive and negative, are considered by product through the planning
process. The following table describes the principal risks faced by the Company. Further details on financial risks and how
the Company mitigates them can be found in note 22, as shown by the note reference.

Financial risks

Principal Risk Note reference Description

Market risk 22(a) Market risk is defined as the risk that the Company's capital or earnings profile is affected
by adverse market rates, in particular equity, credit default spreads, interest rates and
inflation in Insurance business. External rates are outwith the Company's control therefore
mitigation is via having sufficient financial reserves to cover reduced earnings.

Insurance 22(b) The risk of adverse developments in liabilities due to: timing, frequency, and severity of
u_nlc(jerwrltlng claims for insured / underwritten events; customer behaviour; and expense costs. In order
ris

to mitigate insurance underwriting risk, the Company uses underwriting, catastrophe
reinsurance, flood reinsurance, pricing-to-risk, claims and expense management, product
design, policy wording, and demographics to accurately assess risk.

Credit risk 22(c) Credit risk is the risk that parties with whom we have contracted, fail to meet their
financial obligations. The Company is subject to credit risk through a variety of
counterparties through invested assets, cash in liquidity funds, bank accounts and
reinsurance. Credit risk is mitigated via the risk transfer policy and the investment policy
which ensure exposures are appropriately monitored and action taken where necessary.

Capital risk 22(d) Capital risk is defined as the risk that an insufficient quantity or quality of capital is held to
meet regulatory requirements or to support business strategy, an inefficient level of capital
is held or that capital is inefficiently deployed across the Company. The Company is
regulated by the PRA and the FCA. The PRA rules, which incorporate all Solvency Il
requirements, specify the minimum amount of capital that must be held by the regulated
Company in addition to their insurance liabilities. Capital risk is managed via the Capital
Risk Policy, which includes tools and governance to monitor capital requirements and
assign capital accordingly.

Liquidity risk 22(e) Liquidity risk is the risk that the Company does not have sufficient financial resources to
meet its commitments as they fall due, or can only secure them at excessive cost. The
Company is exposed to liquidity risk from payments to policyholders and non-
policyholder related activity. Liquidity risk is mitigated by applying the Liquidity Risk Policy,
which includes controls to maintain liquidity at necessary levels.
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STRATEGIC REPORT (continued)
Principal risks and uncertainties (continued)

Non-financial risks

Principal Risk Description

Operational risk Operational risk is the risk of loss from inadequate or failed internal processes, people and systems or
from external events. This includes risks around cyber and physical security, IT systems, data and
privacy, internal and external suppliers, people, business continuity, payments and transaction
execution, financial reporting (incl. tax), health and safety and premises, and change execution.
Operational risk is managed through an operational risk framework, including a Risk and Control Self-
Assessment (RCSA) process, and operational risk policies.

The Company maintains a formal approach to operational risk event escalation, whereby material
events are identified, captured and escalated. Root causes of events are determined, and action plans
put in place to ensure an optimum level of control to keep customers and the business safe, reduce
costs, and improve efficiency.

Data risk Data risk is defined as the risk of failing to effectively govern, manage and control data (including data
processed by third party suppliers), leading to unethical decisions, poor customer outcomes, loss of
value and mistrust. It is present in all aspects of the business where data is processed, both within the
company and by third parties. This risk is measured through a series of quantitative and qualitative
indicators, covering data governance, data management, records management, data privacy and
ethics. Data risks and controls are monitored and governed in line with an embedded risk management
framework, which involves identification, measurement, management, monitoring and reporting.

Climate risk Climate risk is defined as the risk that the Company experiences losses and/or reputational damage,
either from the impacts of climate change and the transition to net zero (‘inbound risk’), or as a result of
the Company’s response to tackling climate change (‘outbound risk’). As a cross-cutting risk, Scottish
Widow Group (of which the Company is a subsidiary) has integrated climate risk as a principal risk
within its Enterprise Risk Management Framework (ERMF) which articulates how we manage climate
risk through our policies and procedures.

During the ordinary course of business the Company is also subject to complaints and 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 determine the likelihood of the Company incurring a liability. In those instances where it is concluded that it is
more likely than not that a payment will be made, a provision is established to management’s best estimate of the amount
required at the relevant Balance Sheet date.

In some cases it will not be possible to form a 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
not currently expect the final outcome of any such case to have a material adverse effect on its financial position, operations
or cash flows.

Section 172(1) Statement and Statement of Engagement with Other Stakeholders

The Board is collectively responsible for the long-term success of the Company. Understanding the views and interests of the
Company’s key stakeholders (this includes customers, shareholders, communities and environment, regulators and
suppliers) is central to achieving the Company’s strategy, and informs key aspects of Board decision-making. Stakeholder
engagement is embedded in the Board's decision-making process and can be seen in the range of activities across key
stakeholder groups.

In accordance with the Companies Act 2006 (the ‘Act’), the Directors provide this Statement, which describes the ways in
which they have had regard to the following matters set out in Section 172(1) of the Act when fulfilling their duty to promote
the success of the Company, under Section 172 of the Act.

This Statement also provides examples of how the Directors have engaged with and had regard to the interests of key
stakeholders 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). The Company is a subsidiary of Lloyds
Banking Group plc, and as such follows many of the processes and practices of Lloyds Banking Group, which are further
referred to in this Statement where relevant.
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STRATEGIC REPORT (continued)
Section 172(1) Statement and Statement of Engagement with Other Stakeholders (continued)
How the Board has discharged its Section 172 duties

The Company’s Directors are briefed, on appointment and on an ongoing basis, on their statutory director duties and the
standards required of subsidiary directors within Lloyds Banking Group. Stakeholder engagement takes place throughout the
Company and the Board engages directly and indirectly with its stakeholders. The Board also undertakes an annual review of
its governance arrangements, in particular of the matters it has reserved for its own determination and those for which it has
delegated authority to management. The Company’s governance arrangements are designed to enable the Board to provide
effective, sound, and entrepreneurial leadership of the Company in line with its strategic aims and prudent and effective
controls.

Stakeholder engagement is embedded in the Board’s delegation of authority to the Chief Executive Scottish Widows & Group
Director Insurance (Chief Executive) for the delivery of the Company’s strategy and overall management of the Company's
business within its defined risk appetite. The Chief Executive discharges their responsibility for the day-to-day management
of the Company’s business by delegating key areas of their authority to members of management and with the assistance of
the Executive Committee (the IP&l Executive Committee (IP&IExCo)) which supports the Chief Executive to make informed
decisions about the operations of the Company’s business.

The Chief Executive and management provide the Board with details of material stakeholder interaction and feedback,
through a programme of business updates. Stakeholder interests are routinely identified by management in the wider
proposals put before the Board.

Further details of how the Board considers each of the specific matters set out in Section 172, along with specific examples
of how these considerations have influenced decisions taken by the Board, are set out in pages 8 to 12 which serves as the
Company's Section 172(1) Statement. Given the importance of stakeholder interests, these are discussed where relevant
throughout the Report.

Consumers

In considering and approving matters reserved to it (or any other matters) the Board of the Company ensures that customer
needs, engagement and outcomes are paramount. In 2024 the Company served a variety of customers and acted in ways
designed to deliver good outcomes for customers, with products and services designed to meet their needs, that provide fair
value, help customers achieve their financial objectives and which do not cause them harm. Customer interests are central to
culture and purpose.

The Board reviews the performance of its customer propositions within a cycle of in-depth reviews and debates matters
particular to each proposition. Board review, discussion and challenge in 2024 has covered:

» customer service design and performance;

» digital landscape and policy migration to modern systems;

*  product suite and design evolution to meet changing customer needs;

» the effectiveness of the different customer engagement and distribution channels to do business with the Company;
*  Brand strategy modernisation adding energy and digital centricity; and

»  Trustpilot scores, which the Board viewed as a priority to develop customer trust and which improved significantly
throughout 2024.

The Board, supported by various committees (including the Independent Governance Committee) challenges management
from the perspective of the customer. The Board also puts customers at the heart of its development of future business
strategy.

The Board’s Risk Oversight Committee ('ROC') monitors the operational performance of customer services, including both
those services delivered in-house and the performance of third-party service partners. ROC reviews detailed customer-
related risk matters and scrutinises risk performance (including Complaints and Conduct Risk Appetite Metrics) to identify
areas where improvements could be made.
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STRATEGIC REPORT (continued)
Section 172(1) Statement and Statement of Engagement with Other Stakeholders (continued)
Consumer Duty

During the year, the Board continued to embed the Company’s implementation of the Financial Conduct Authority’s (FCA)
Consumer Duty regime which, since July 2024, was extended to customers in Longstanding products. Consumer Duty aims
to strengthen how the Company delivers good customer outcomes. The Board was pleased with progress made on the
development of a new Consumer Duty management reporting dashboard. There is a strong alignment between Lloyds
Banking Group’s purpose, values and existing customer-centric approach and regulatory purpose, both aiming to support
customers to achieve their financial objectives while preventing customer harm.

The Board received several updates during 2024 on Consumer Duty, tracking the steps being taken by management (at the
Board’s direction) to embed the Company’s approach to Consumer Duty and review of how the Board’s obligations had been
discharged.

The Board has nominated one of its Directors to be Consumer Duty Champion (Champion) for the Company. Their purpose
is to facilitate discussion and articulate Board level challenge as appropriate. During 2024 the Champion has spearheaded
Board challenges on customer issues including journey metrics. The Champion has also assisted the Board’s understanding
of management information and helped to further develop its presentation. The Board has responsibility for the
independence, autonomy and effectiveness of the relevant Group policies and procedures on Consumer Duty, including the
procedures for delivery of good outcomes for customers.

Shareholder

The Company is a wholly owned subsidiary of Lloyds Banking Group. The shareholder expects a financial return on its
investment, which is delivered through dividends. The amount (where relevant) of dividend paid in the year is reported within
the Directors’ Report. As a wholly owned subsidiary the Board ensures that the strategy, priorities, processes and practices of
the Company are aligned where appropriate to those of Lloyds Banking Group, ensuring that its interests as the Company’s
shareholder are duly acknowledged.

The relationship between the Board of the Company and the Board of Lloyds Banking Group is supported by one Lloyds
Banking Group director serving as a Non-executive Director on the Company's Board throughout 2024. The Board of the
Company also welcomed the Chief Executive Officer of Lloyds Banking Group to one of its meetings during 2024 for a
discussion of the Company's strategy in the context of Lloyds Banking Group’s purpose.

Communities and the environment

The Company is supported on environmental matters by its Investment Committee, the majority of whose members are
Independent Non-executive Directors. This Committee’s purpose is to oversee investment strategy with consideration given
to specific opportunities related to sustainability risks including climate, people and societal risk. This includes monitoring the
effectiveness of the strategy for meeting stated Net Zero targets.

Lloyds Banking Group’s purpose is Helping Britain Prosper by creating a more sustainable and inclusive future for people and
business, shaping finance as a force for good.

Insurance Pensions & Investments (IP&l) is the Lloyds Banking Group business unit to which the Company belongs. It helps
millions of customers with their long-term protection, retirement and investment needs. It has a strong heritage, helping
customers every day with their diverse and critical needs, including life insurance, pensions, investments and general
insurance. Further information on Lloyds Banking Group’s initiatives can be found in the Strategic Report of Lloyds Banking
Group’s 2024 Annual Report and Accounts available on its website.

The Company’s Board is responsible for the Company’s strategy, including oversight and support for its Environmental,
Social & Governance (ESG) strategy and public disclosures. Approval of proposed external commitments in relation to
climate risk that materially impact the Company or the Company's funds is reserved to the Board. The IP&I Risk Oversight
Committee on behalf of the Board considers the Company’s management of climate risk, providing oversight and challenge
on those activities which impact on the Company’s reputation as a responsible business.

The Company is subject to the requirements of the FCA's Environmental, Social and Governance sourcebook (the
sourcebook).

Employees
The Company does not have any direct employees, all staff are employed by other Lloyds Banking Group entities.
Colleague engagement

As part of Lloyds Banking Group, colleagues are asked each year to share their views via surveys. In addition to an annual
survey, regular pulse surveys focusing on timely topics give insight into colleague sentiment. Lloyds Banking Group also
communicates directly with colleagues in respect of various matters including performance, economic environment and key
strategic initiatives.

10
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STRATEGIC REPORT (continued)
Section 172(1) Statement and Statement of Engagement with Other Stakeholders (continued)
Diversity

Lloyds Banking Group seeks to create an inclusive environment where everyone feels they can be themselves, standing
against all forms of discrimination. Further details of Lloyds Banking Group’s diversity targets are set out in its Annual Report
and Accounts available on its website.

Regulators

The Company is authorised by the Prudential Regulation Authority (PRA) and regulated by the Financial Conduct Authority
(FCA) and PRA. The Company continually engages with regulators and other Government authorities (as part of the wider
Scottish Widows Group) to ensure the Company supports and delivers in line with current and developing regulation and
legislation. Liaison with regulators and the Government is an ongoing priority at all levels of the organisation. In September
2024 the Board invited representatives from the Prudential Regulation Authority and the Financial Conduct Authority to join its
meeting to discuss key priorities. In addition, individual Directors have in the ordinary course of business continuing
discussions with regulators on various matters within the regulatory agenda.

Government and industry bodies

The Company, via members of its management, engages with government and key industry bodies in order to contribute to
shaping policy.

Suppliers

The Company is part of Lloyds Banking Group and has entered into strategic partnerships 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 delegates to management the primary responsibility of oversighting external
supplier relationships. Throughout 2024 the Board has held management to account for the performance of supplier
relationships, including for third-party provision of customer servicing.

The advantage of being part of a larger group means there are robust processes in place to monitor and review costs with
third parties who provide services to the Company. The outsourced business model means competitive fees and commercial
terms can be negotiated with service suppliers and control costs for all customers. Importance is placed on having the right
supplier framework to operate responsibly. Lloyds Banking Group’s Sourcing & Supply Chain Management Policy applies to
all its business units, divisions and subsidiaries, including the Company, with the Directors assuming ultimate responsibility
for the application of that policy in a way that is appropriate for the Company. This ensures the most significant supplier
contracts receive 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 policies and comply with its Code of Supplier
Responsibility, which can be found on the Lloyds Banking Group website. This defines expectations for responsible business
behaviour, underpinning the efforts of the Company and Lloyds Banking Group to share and extend good practice. All
material contracts are subject to rigorous cost management governance with regular review of key supplier risks.

Lloyds Banking Group remains committed to collaborating with suppliers to tackle climate change and ensure it is embedded
within strategy and governance of its organisations. Reducing suppliers' emissions is a key component of its sustainability
strategy. Lloyds Banking Group’s Emerald Standard asks suppliers to work towards and help drive progress towards a lower
carbon future.

Modern slavery

The Responsible Business Committee of the Board of Lloyds Banking Group, as part of its oversight of its performance
(including that of the Company) as a responsible business, governs the approach to human rights. Lloyds Banking Group’s
Human Rights Position Statement can be found on the Lloyds Banking Group website.

On a day-to-day basis, management of (and engagement on) modern slavery and human rights is guided by the Modern
Slavery and Human Rights Working Group, led by the Social Sustainability Manager, which meets bi-monthly to assess the
embedding of human rights within Lloyds Banking Group’s operations.

Lloyds Banking Group’s Modern Slavery & Human Trafficking Statement covers all its subsidiary companies and sets out the
steps taken to prevent modern slavery in Lloyds Banking Group’s business and supply chains.

The IP&I Executive Committee governs (and approves) this Statement as it relates to the Company. The statement is
published on the Scottish Widows website.

11
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STRATEGIC REPORT (continued)
Section 172(1) Statement and Statement of Engagement with Other Stakeholders (continued)
Maintaining a reputation for high standards of business conduct

The Board supports the Chief Executive to ensure a culture of customer focus, responsible business conduct, with risk
awareness and ethical behaviours. As part of the Board’s oversight of this, the Board will, where necessary, seek assurance
from management that steps have been taken to ensure that policy and behaviours are aligned to the purpose, value, and
strategy of the wider Insurance business.

Approved / authorised for issue by the Board of Directors

L P &

prere e fF ‘:“‘ L . .l\:;?""--..___,;
SRV
S T Nyahasha
Director

26 March 2025
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DIRECTORS’ REPORT

The Directors present the audited financial statements of the Company. The Company is a private company limited by
shares, domiciled and incorporated in England and Wales.

Principal activities

The principal activity of the Company is to underwrite home insurance marketed primarily under the Lloyds Bank, Bank of
Scotland, Halifax and MBNA brands and sold predominantly through direct channels, Lloyds Banking Group distributors and
corporate partnerships. All contracts of insurance are written in the UK.

Legal Entity Reorganisation

On the 10th July 2024, a legal entity reorganisation took place as part of the IP&l strategy goal to simplify the legal entity
structure of the division. The Company purchased the entire share capital of both St Andrew's Insurance plc (StAl) and
Lloyds Bank Insurance Services Limited (LBIS), from Lloyds Bank General Insurance Holdings Limited (LBGIH).

The reorganisation was approved by the Board on 15 June 2023, and regulatory approval provided by the PRA (StAl) and
FCA (LBIS) on the 3 June 2024, following the Change in Control applications.

LBIS was acquired for a cash consideration of £125 million, and StAl for £25 million, and will be held at cost as investments
in subsidiaries, in accordance with Group accounting policies. In anticipation of the acquisitions, LBGIH increased its
investment in the Company in cash via a share subscription for £150 million.

A review of the carrying value of subsidiary investments will be performed on an annual basis, to assess indications of
impairment. Where an indicator of impairment is identified the recoverable amount of the subsidiary will be calculated.

Result for the year
The result for the year ended 31 December 2024 is a profit after tax of £39 million (2023 loss after tax: £(5) million).

The profit, following 2023's loss, is predominantly driven by the increase in insurance revenue, linked to improved market
competitiveness in 2023 and 2024, partially offset by increased claims costs within insurance service expense, linked to book
size growth.

During the year, dividends of £50 million were paid in November 2024 (2023: £30 million).
Post balance sheet events

An interim dividend of £20 million was declared on 6 February 2025 and paid to Lloyds Bank General Insurance Holdings
Limited on 17 February 2025.

Further information on post balance sheet events is set out in note 26.
Directors

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

M H Cuhls (Appointed 1 January 2024)

M R Downie (Resigned 15 January 2024)

S T Nyahasha (Appointed 15 January 2024)
K A Cooper (Appointed 1 March 2024)

A J Reizenstein (Resigned 30 June 2024)

P G McNamara (Appointed 2 September 2024)
D L Davis (Resigned 18 March 2025)

Particulars of the Directors’ emoluments are set out in note 24.
Directors’ indemnities

Lloyds Banking Group has granted to the Directors of the Company a deed of indemnity which constitutes 'qualifying third-
party indemnity provisions' for the purposes of the Companies Act 2006. The deed was in force during the whole of the
financial year and at the date of approval of the financial statements or from the date of appointment in respect of the
Directors who join the Board of the Company during the financial year. Directors no longer in office but who served on the
Board of the Company at any time in the financial year had the benefit of this indemnity during that period of service.

The deed for existing Directors is available for inspection at the registered office of Lloyds Banking Group. In addition, the
Company has in place appropriate Directors' and Officers' Liability Insurance cover which was in place throughout the
financial year.
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LLOYDS BANK GENERAL INSURANCE LIMITED (00204373) FINANCIAL STATEMENTS

DIRECTORS’ REPORT (continued)
Disclosure of information to auditor

Each person who is a Director at the date of approval of this report confirms that, so far as the Director is aware, there is no
relevant audit information of which the Company’s auditors are unaware and each Director has taken all the steps that they
ought to have taken as a Director in order to make themselves aware of any relevant audit information and to establish that
the Company’s auditors are aware of that information. This confirmation is given, and should be interpreted in accordance
with, the provisions of the Companies Act 2006.

Future developments
Future developments are detailed within the Strategic Report and also in note 25.
Going concern

The going concern of the 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 a number of key dependencies, which are set out in the risk management note (note 22), and
have additionally considered projections for the Company’s capital and funding position. Having consulted on these, the
Directors conclude that it is appropriate to continue to adopt the going concern basis in preparing the accounts.

Financial risk management

Disclosures relating to financial risk management are included in note 22 to the financial statements and are therefore
incorporated into this report by reference.

Independent auditors

Pursuant to section 487 of the Companies Act 2006, auditors duly appointed by the members of the Company shall, subject
to any resolution to the contrary, be deemed to be reappointed for the next financial year and Deloitte LLP will therefore
continue in office.

Information incorporated by reference

The following additional information forms part of the Directors’ Report, and is incorporated by reference.

Requirement Content Section

Disclosures required under the Companies Act 2006 Statement of other Strategic report
and the Large and Medium-sized Companies and stakeholder engagement
Groups (Accounts and Reports) Regulations 2008

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Directors’ and Strategic Reports and the financial statements in accordance
with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law, the Directors
have prepared the Company's financial statements in accordance with international accounting standards in conformity with
the requirements of the Companies Act 2006. Under Company law the Directors must not approve 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 for that period. In preparing the financial statements, the Directors are required to:

*  select suitable accounting policies and then apply them consistently
* make judgements and accounting estimates that are reasonable and prudent

+ state whether the financial statements comply with international accounting standards in conformity with the
requirements of the Companies Act 2006, subject to any material departures disclosed and explained in the financial
statements; and

»  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company
will continue in business

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The Directors are responsible for the maintenance and integrity of the Company’s website. Legislation in the United Kingdom
governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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LLOYDS BANK GENERAL INSURANCE LIMITED (00204373) FINANCIAL STATEMENTS

DIRECTORS’ REPORT (continued)
Statement of Directors’ responsibilities (continued)
Each of the Directors whose names are listed on page 3 confirms that, to the best of their knowledge:

+ the Company financial statements, which have been prepared in accordance with UK-adopted 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 of the Company; and

» the Company Strategic Report on pages 4 to 12, and the Directors’ Report on pages 13 to 15 include a fair review
of the development and performance of the business and the position of the Company, together with a description of
the principal risks and uncertainties that it faces.

The Directors have also separately reviewed and approved the Strategic Report.

Approved / authorised for issue by the Board of Directors

D o et ™

Ea

'_w'(??%__,-}*=-,.j\’;3«.,.u N e

S T Nyahasha
Director
26 March 2025
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LLOYDS BANK GENERAL INSURANCE LIMITED (00204373) FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LLOYDS BANK GENERAL INSURANCE
LIMITED

Report on the audit of the financial statements

1. Opinion
In our opinion the financial statements of Lloyds Bank General Insurance Limited (the ‘company’):

* give a true and fair view of the state of the company’s affairs as at 31 December 2024 and of its profit for the year
then ended;

* have been properly prepared in accordance with United Kingdom adopted international accounting standards; and
* have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements which comprise:
» the statement of comprehensive income;
+ the balance sheet;
+ the statement of cashflows;
» the statement of changes in equity; and

» the notes to the financial statements 1 to 26, except the information on regulatory capital marked as “unaudited” in
note 22(d).

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom adopted
international accounting standards.

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor’s responsibilities for the audit of the financial
statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard as applied to public interest
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We confirm that we
have not provided any non-audit services prohibited by the FRC’s Ethical Standard to the company.

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

3. Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were:

»  Valuation of insurance contract liabilities — Subsidence and escape of water perils
frequency and severity assumptions

Within this report, key audit matters are identified as follows:

) e .
©) similar level of risk

Materiality The materiality that we used in the current year was £10.2 million (2023: £10.5 million) which
was determined on the basis of net assets.

Scoping The audit scope is determined to provide sufficient coverage for all the material financial
statement line items.

Significant changes in our The adoption of IFRS 17 was a key audit matter in the prior period due to the company's

approach initial transition to the standard on 1 January 2023. As the current period's financial
statements are no longer the first to incorporate IFRS 17, it is not considered a key audit
matter this year.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF LLOYDS BANK GENERAL INSURANCE
LIMITED (continued)

4. Conclusions relating to going concern

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

Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern basis of
accounting included:

» evaluating management’s judgement paper, identifying the assumptions applied in the going concern assessment
and testing the mechanical accuracy of the underlying forecast;

* inspecting the Scottish Widows Group Limited (“SWG”) Own Risk and Solvency Assessment (“ORSA”) to support
our understanding of the key risks faced by the company in its ability to continue as a going concern. The company
is a subsidiary of SWG and its results are included in SWG’s ORSA,;

» assessing the historical accuracy of forecasts prepared by management;

» assessing the consistency of the assumptions applied in the going concern assessment with those used in other
forecasts;

» evaluating the appropriateness of the going concern disclosures; and

»  performing sensitivity analysis in relation to going concern to assess consistency with our understanding of the
forecast performance and position.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a period of
at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not due
to fraud) that we identified. These matters included those which had the greatest effect on: the overall audit strategy; the
allocation of resources in the audit; and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

5.1.Valuation of insurance contract liabilities — Subsidence and escape of water perils frequency and severity

- /7
assumptions @
Key audit matter The insurance contract liabilities are the largest single area of judgement within the company’s
description financial statements, giving rise to a fraud risk. In the current year, we identified a key audit matter
within the subsidence and escape of water perils within the Household book.

There is a significant level of judgement applied in the methodology and key actuarial
assumptions of the frequency and severity of claims relating to subsidence and escape of water
perils used to determine ultimate losses. The total insurance contract liabilities is £391 million
(2023: £357 million).

Both perils are quantitatively significant, driving a large proportion of the overall account balance.
In addition, subsidence is a long-tailed risk relative to other components of the book; whereas
escape of water requires increased judgement for recent claims and inflation experience.

Refer to Note 2 ‘Critical accounting judgements and key sources of estimation uncertainty’; Note
1(p) ‘Accounting Policies’; and Note 15 ‘Insurance Contracts’.

17



LLOYDS BANK GENERAL INSURANCE LIMITED (00204373) FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF LLOYDS BANK GENERAL INSURANCE
LIMITED (continued)

How the scope of our Our audit work to challenge the actuarial key assumptions and methodology used by
audit responded to the Management in estimating the insurance contract liabilities included the following procedures:
key audit matter
y + obtaining an understanding of relevant controls in the process of estimating the
reserves.

Together with our actuarial specialists, we have performed the following procedures:

+ calculated an independent projection of the subsidence and escape of water perils
within the Household book;

+ assessed the reasonableness of any differences noted between our independent
projection and the company’s results;

+ tested the reconciliation of paid and incurred claims development data to the claims
administration system and general ledger; and

+ tested the claims paid in the year, and outstanding case reserve as at the year end by
reviewing correspondence and policy documents included in the policyholders’ files,
where this data was used in reserving.

Key observations Overall, we consider that the methodology applied and key assumptions used in the valuation
of insurance contract liabilities for subsidence and escape of water perils, are reasonable.

6. Our application of materiality
6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic
decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the
scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Materiality £10.2 million (2023: £10.5 million)

Basis for determining materiality 3% of net assets (2023: 3% of net assets)

Rationale for the benchmark applied Net assets has been determined as the most appropriate benchmark due to the
fact that it is a key metric of interest to the users of the financial statements to
assess the company’s financial stability and solvency.

Materiality £10.2m

Net assets £339m |

MNet assets

——  Audit Committee
m Materiality reporting threshold
£0.5m
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF LLOYDS BANK GENERAL INSURANCE
LIMITED (continued)

6.2. Performance materiality

We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected and
undetected misstatements exceed the materiality for the financial statements as a whole. Performance materiality was set at
65% of materiality for the 2024 audit (2023: 65%). In determining performance materiality, we considered the following
factors:

a. the quality of the control environment and the fact that we were not able to rely on key controls;
b. the low volume of corrected and uncorrected misstatements in the previous audit;
c. the stability of senior management and oversight structures; and
d. the fact that the company operates in a highly regulated industry.
6.3. Error reporting threshold

We agreed with the Insurance Audit Committee that we would report to the Committee all audit differences in excess of £0.50
million (2023: £0.52 million), as well as differences below that threshold that, in our view, warranted reporting on qualitative
grounds. We also report to the Insurance Audit Committee on disclosure matters that we identified when assessing the
overall presentation of the financial statements.

7. An overview of the scope of our audit
7.1. Scoping

Our audit scope has been based on the materiality of each element of the statement of comprehensive income and the
statement of financial position, taking into account both qualitative and quantitative factors in our assessment. Audit work to
respond to the risks of material misstatement was performed by the audit engagement team.

7.2. Our consideration of the control environment

Our internal controls testing approach was informed by our scoping and risk assessment activities. We identified key IT
systems that were relevant to the audit, and involved our internal IT specialists to support our testing of general IT controls
over these systems. Due to control deficiencies identified during this testing, we extended the scope of our substantive audit
procedures. We also obtained an understanding of the entity’s end-to-end financial reporting processes supporting all in-
scope financial statement balances. This included obtaining an understanding of relevant controls on key business processes
such as reserving, premiums and claims.

7.3. Our consideration of climate-related risks

IIn planning our audit, we have considered the impact of climate change on the company’s operations and subsequent
impact on its financial statements. The company sets out its assessment of the potential impact on page 5 in the annual
report and financial statements.

Our audit work involved:

» evaluating the completeness of the physical and transition risks identified and considered in the company’s climate
risk assessment; and

» reading the disclosures in the annual report to consider if they are materially consistent with the financial statements
and our knowledge obtained in the audit.

8. Other information

The other information comprises the information included in the annual report, other than the financial statements and our
auditor’s report thereon. The directors are responsible for the other information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be
materially misstated.

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this
gives rise to a material misstatement in the financial statements themselves. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF LLOYDS BANK GENERAL INSURANCE
LIMITED (continued)

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
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 directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 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.

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 part of our auditor’s report.
11. Extent to which the audit was considered capable of detecting irregularities, including fraud

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.

11.1. Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-compliance
with laws and regulations, we considered the following:

» the nature of the industry and sector, control environment and business performance including the design of the
company’s remuneration policies, key drivers for directors’ remuneration, bonus levels and performance targets;

» results of our enquiries of management, internal audit, the directors and the Insurance Audit Committee about their
own identification and assessment of the risks of irregularities, including those that are specific to the company’s
sector;

* any matters we identified having obtained and reviewed the company’s documentation of their policies and
procedures relating to:

o identifying, evaluating and complying with laws and regulations and whether they were aware of any instances of
non-compliance;

o detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged
fraud; and

o the internal controls established to mitigate risks of fraud or non-compliance with laws and regulations; and

» the matters discussed among the audit engagement team and relevant internal specialists, including tax, valuations,
IT and actuarial specialists regarding how and where fraud might occur in the financial statements and any potential
indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives that may exist within the organisation for
fraud and identified the greatest potential for fraud in the valuation of insurance contract liabilities. In common with all audits
under ISAs (UK), we are also required to perform specific procedures to respond to the risk of management override.

We also obtained an understanding of the legal and regulatory frameworks that the company operates in, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and disclosures in
the financial statements. The key laws and regulations we considered in this context included the UK Companies Act and
relevant tax legislation.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial statements
but compliance with which may be fundamental to the company’s ability to operate or to avoid a material penalty. These
included laws and regulations issued by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA)
including the company’s regulatory solvency capital requirements.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF LLOYDS BANK GENERAL INSURANCE
LIMITED (continued)

11.2. Audit response to risks identified

As a result of performing the above, we identified the valuation of insurance contract liabilities as a key audit matter related to
the potential risk of fraud. The key audit matters section of our report explains the matter in more detail and also describes
the specific procedures we performed in response to the key audit matter.

In addition to the above, our procedures to respond to risks identified included the following:

»  reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

»  enquiring of management, the audit committee and in-house legal counsel concerning actual and potential litigation
and claims;

»  performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of
material misstatement due to fraud;

»  reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing
correspondence with the FCA and PRA;

* in addressing the risk of fraud through management override of controls, testing the appropriateness of journal
entries and other adjustments; assessing whether the judgements made in making accounting estimates are
indicative of a potential bias; and evaluating the business rationale of any significant transactions that are unusual or
outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members
including internal specialists, and remained alert to any indications of fraud or non-compliance with laws and regulations
throughout the audit.

Report on other legal and requlatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

» the information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

» the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
have not identified any material misstatements in the strategic report or the directors’ report.

13. Matters on which we are required to report by exception
13.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are requir