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ABOUT LLOYDS BANKING GROUP

OUR VISION IS TO BE RECOGNISED AS THE BEST BANK FOR OUR
CUSTOMERS
Lloyds Banking Group is a leading UK-based
financial services group providing a wide range of
banking and financial services to personal and
corporate customers.
Financial services are offered through a number of
well recognised brands including Lloyds TSB, Halifax,
Bank of Scotland and Scottish Widows. We also have
a range of distribution channels, including an
extensive branch network.
Our vision is to be recognised as the best bank for
customers. Our strategy is to create value for
shareholders by investing where we can make a real
difference for customers, communities and
colleagues.
Our business model is focused on developing deep
and lasting relationships with our customers, to help
them achieve what is important to them.

Group structure as at end 2010
There are four primary business areas within the Group: Retail, Wholesale, Wealth and International, and Insurance.

RETAIL

WHOLESALE

46% of total group income*

36% of total group income*

Retail is the UK’s leading provider of
current accounts, savings, personal
loans, credit cards and mortgages. It
serves over 30 million customers
through one of the largest branch and
fee-free ATM networks in the UK. It is
also a major distributor of general
insurance and bancassurance products.

The Wholesale division services in
excess of a million businesses, ranging
from start-ups and small enterprises to
global corporations.

OUR MULTI-BRAND
APPROACH

WEALTH AND INTERNATIONAL

INSURANCE

10% of total group income*

8% of total group income*

Wealth and International focuses on
the private banking and asset
management business of the Group
and operates the Group’s international
business.

The Life, Pensions and Investments
business is a leading UK provider of
bancassurance, home insurance and
general insurance products.

*Excludes Group Operations, Central items and insurance claims
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FOREWORD, SIR WINFRIED BISCHOFF, CHAIRMAN

“WE KNOW THAT
THE SUCCESS AND
SUSTAINABILITY
OF OUR BUSINESS
IS LINKED TO THE
PROSPERITY OF
THE COMMUNITIES
IN WHICH WE
OPERATE”

We have made substantial progress towards creating a strong and
stable bank. We need to demonstrate now, more than ever, that we
will emerge from the financial crisis a fitter, leaner organisation, one
that delivers benefit to its customers, communities and the wider
economy.
We are two years into our three-year integration programme.
Customers are at the heart of our strategy – only by focusing on the
needs of our customers can we hope to benefit all of our stakeholders.
We are delivering better, good value, clearer and simpler products and
services that respond to customers’ needs. Over time, we believe that
this will translate into superior, more sustainable shareholder value.
We need to be good at what we do, and do it responsibly, in order to
make a sustained contribution to the UK economy and to society.
Ultimately, we can only achieve our aim of being recognised by our
stakeholders as the best bank in the United Kingdom for customers by
demonstrating that we are acting in their best interests.

Rebuilding trust
Trust in the banking industry has, understandably, been eroded as a
result of the financial crisis. We know it will take time to rebuild people’s
trust. We are committed to taking a lead in rebuilding that trust.
We will demonstrate that we are playing our part in the UK’s economic
recovery by continuing to give households and businesses access to
affordable finance. In 2010, we extended over £79 billion of new
lending to homeowners and businesses. As a predominantly UK bank,
the vast majority of this lending was in the UK. We helped more than
100,000 businesses start up last year. We also invested more in
communities across the UK than any other company.
We will ensure that we are running our business responsibly and
helping those who are facing financial difficulty. We aim to ensure we
only lend what customers can afford to repay. Unfortunately many,
nevertheless, face financial difficulties at some point in their lives –
particularly in the current economic climate. Last year, we contributed
£12.5 million to UK money advice and debt charities, to help those
facing serious financial problems.
We will work on building better and stronger relationships with our
customers, many of whom have lifelong relationships with us. We are
focused on providing them with innovative, good value, transparent
products and services. We made a number of industry-leading moves

in 2010, including our Cash ISA Promise which gives customers a fairer
deal when transferring their cash ISA. We are also leading the industry
with our mobile and digital banking services.
Building better relationships with customers is not, however, just about
providing good products and services. We also need to respond
promptly and fairly to customers’ complaints when things go wrong,
and, if necessary, make changes to the way we do business. In fact, the
Cash ISA Promise was introduced in response to industry-wide
concerns that ISA transfers take too long, costing consumers millions of
pounds in lost interest. Last year, we put in place a new system for
responding to customer complaints and gave our 40,000 customerfacing employees extra training on complaints handling. We now
resolve 90 per cent of complaints straight away in a branch or over the
phone with the support of our new ‘Phone a Friend’ complaints
resolution team. This year, 70 senior leaders in the Retail bank are
spending one day per month working in complaint handling – dealing
with complaints and experiencing our customers’ concerns first hand.
But we are aware that we need to do more, to eliminate the reasons for
complaints and to resolve them when they occur, and to do it in a more
transparent way. With that in mind we have announced targets for a
reduction in the number of complaints we receive and a reduction in
those that are not resolved before reaching the Financial Ombudsman.
Finally, we need to engage openly and proactively with the
Government and our regulators to help establish a strong and stable
banking system. Robust regulation will be an important component in
rebuilding confidence and trust. Over the past year we have worked
collaboratively and constructively with Government and regulators on
regulatory changes that will promote stability and competition in the
banking system, whilst supporting banks to fulfil their core purpose of
delivering a smooth flow of credit to the economy.

Payment Protection Insurance
We take seriously our responsibility to help protect customers’ financial
well-being. Payment Protection Insurance (PPI) is a product which
insures customers against an inability to make repayments on credit
they have taken out, due to accident, illness or unemployment. Our PPI
products were good quality, and rated excellent by independent
assessor, Defaqto. However, in some cases the sale of PPI did not meet
customers’ needs and we are working hard to address this.
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Last year, the FSA announced new rules for handling PPI complaints
about mis-selling which they wanted applied to past sales. This was
challenged by the British Bankers’ Association and subsequently a
judicial review into complaints handling was launched in October last
year. The High Court ruled against the BBA on 20 April 2011.
We recognised that customers were facing long delays in respect of
their PPI sales-related complaints during the BBA’s judicial review. We
decided to end our participation in the review and instead to focus on
addressing the concerns of our customers who felt they had not been
sold the right product. We were the first of the major banks to do so.
This decision is good for customers as it brings clarity to those affected.
It is sensible, prudent and the right thing to do. We have set aside £3.2
billion for the potential costs of redressing customers’ PPI complaints
and are dealing with customers’ queries and complaints as quickly as
possible.

Support for the Lloyds TSB Foundations has historically been linked to
the Group’s profits. When, in 2009, we made substantial losses, we
recognised that this would significantly diminish the Foundations’
income. I am pleased that we were able to reach agreement with three
of our four Foundations on a solution that provides them with
significantly advanced funding in the early years, balanced by a
reduction in later years, to give equal value over nine years of
covenanted payments. The Lloyds TSB Foundations for England and
Wales, Northern Ireland and the Channel Islands will continue to receive
more than £28 million a year from 2010 to 2013, allowing them to
continue their excellent work in the community.
The Lloyds TSB Foundation for Scotland chose not to accept our
proposals. We are, nevertheless, committed to Scottish charities and
communities. Consequently earlier this year, we established the Bank of
Scotland Foundation to take forward our long-term community
investment in Scotland.

Our people
The successful delivery of our business strategy will, of course, depend
on an engaged and motivated workforce. I am pleased to say that we
achieved our highest-ever score in our groupwide colleague
engagement survey at the end of 2010.
Over the past year, I have enjoyed meeting many of our employees. I
have gained a good insight into how they work to serve our
stakeholders by building long-term relationships and I have been
impressed by their dedication and professionalism throughout this
period of integration and continuous change. The integration of our
heritage businesses has, inevitably, resulted in some role reductions
across the Group. Wherever possible, we have offered employees other
opportunities within the business. Where it has been necessary for
individuals to leave the organisation, this has been achieved through
voluntary severance and by making less use of contractors. Compulsory
redundancies are always a last resort.
We are committed to ensuring that our employees have the technical,
management and leadership skills they need to help achieve the
Group’s corporate goals. During 2010, we delivered an average of 5.4
days of formal learning per employee. In addition to formal learning, we
enable employees to develop their skills through volunteering. Through
our Day to Make a Difference Initiative, every employee is able to spend
one day a year during work time volunteering for a charity or local
community project of their choice. Over 7,300 employees volunteered
almost 100,000 hours during 2010 in their local communities.

Our new Chief Executive
On 28 February 2011, Eric Daniels retired as Group Chief Executive of
Lloyds Banking Group. Eric led the successful integration of our heritage
businesses and returned the Group to profit sooner than expected. His
leadership placed the Group in a position for the next stage of its
development. On 1 March, António Horta-Osório succeeded Eric as the
Group’s Chief Executive. António has a noteworthy record of attainment
both in the UK and outside. He has undertaken a full strategic review to
inform the next stage of the Group’s development. Our customers and
our responsibility to the communities in which we operate continue to
be at the heart of our new strategy.

This report
My colleagues and I are determined to engage proactively with our
stakeholders and listen carefully to their views. There are many
examples throughout this report which demonstrate that conviction and
where, as a result, we have made changes to the way we do business.
We hope to bring greater clarity to how our approach to responsible
business underpins our core business strategy; and how we are
responding to the issues and challenges facing the business.
This year, in response to listening to what our stakeholders want to
know, we are reporting under three headings – Responsible Business
Management, Economic and Social Impact, and Building Relationships.
I hope you find this report helpful and welcome any comments.

Investing in UK communities
Lloyds Banking Group is the biggest corporate investor in UK
communities. Last year, we invested £76 million in communities,
including support for financial inclusion and capability, sponsorship of
sports for young people and support to the Group’s charitable
Foundations. In addition, we made a very significant investment in the
provision of social bank accounts, to help bring those who are excluded
from mainstream financial services into the financial system.
This year, we are celebrating the 25th anniversary of the four Lloyds TSB
Foundations. Over the last 25 years, we have given them over £480
million to support the most disadvantaged in society. The Foundations
are unusual in that they often provide grants for charities’ core costs; in
the current economic climate, this is helping many charities to survive.

Sir Winfried Bischoff
Chairman
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FOREWORD, MATT YOUNG, GROUP CORPORATE AFFAIRS DIRECTOR

“OUR CORPORATE
STRATEGY PUTS
CUSTOMERS AND
COMMUNITIES AT
THE HEART OF
EVERYTHING THAT
WE DO”

I joined the Group in February 2011 as Group Corporate Affairs
Director. A central part of my remit is community investment,
sustainable development and assisting the business in identifying and
managing its responsibilities. I am dedicated to ensuring we build on
our strong foundation to fully embed a responsible and sustainable
approach to business into the culture of our organisation.

We measure colleague engagement through our regular, groupwide
colleague engagement survey. At the end of last year, we recorded our
highest-ever score. Our open and transparent internal communications
are rated as 20 points above the national norm. There is, however, more
we can do. We want to increase the number of employees who would
recommend Lloyds Banking Group as a good place to work.

Building a sustainable future

One important way in which we will do this is by bringing our approach
to responsible business to life for colleagues.

During his first few months as Chief Executive, António Horta-Osório has
undertaken a full strategic review to inform the next stage of the Group’s
development. Our new vision and strategy puts customers and
communities at the heart of everything that we do. We want to be
recognised as the best bank for our customers. That means best for
families, businesses and communities.

Through our branches and our brands we are in every community in the
UK and we invest more in them, directly and through our charitable
Foundations, than any other business. We will be working with
colleagues throughout the UK to understand what more we can do to
make a lasting difference to communities.

We will do this by building a sustainable future for the business. Our
fortunes are linked to the fortunes of the communities in which we
operate. We will, and must, therefore, play a constructive part in the
future prosperity of our communities.
Our branch network will continue to be core to our business. Branches
are at the heart of UK communities, so they are at the heart of our new
strategy. We will continue to operate a multi-brand strategy, and offer
products suited to the diverse range of customers we serve through our
different brands. Small businesses are the lifeblood of the UK economy
and we will continue to support them. In order to deliver better value for
customers, we will focus on making the bank simpler – through simpler
and more transparent products for customers, and simplified systems
that enable colleagues to provide better service. We are fully committed
to improving the quality of the service we give to customers. As Sir
Winfried says in his foreword, we have made a public commitment to
reducing the number of complaints that are not resolved within the first
48 hours by 20 per cent in the first half of this year.

Rebuilding pride
To be the best bank for families, businesses and communities, we must
also be the best bank for our employees – a place where people want to
come and work, and a place that employees would recommend to
friends and family. We are a business based on building deep and
lasting relationships with our customers through the efforts of our
people. We want our people to be advocates of the bank and its
products and to take pride in providing great service to customers.

I have already committed to making a significant investment in our
volunteering programme, to ensure our employees have the support
they need to maximise their contributions to communities. We hope to
engage 10,000 employees in volunteering this year.
We want people to feel proud that they work at Lloyds Banking Group. It
is essential that all our employees display and advocate the high ethical
standards that are at the core of our business. Over the next year, we will
refresh our Code of Business Conduct and re-launch a leading edge
policy, supported by robust training and communication materials. We
will measure, and report publicly, compliance with our Code through a
suite of key performance indicators.

Summary
We are beginning to turn the corner after the events of the past few
years. This is the start of a challenging and exciting journey for us all.
However, we will not, and must not, forget the events of the last few
years. We know we still have much work to do to rebuild trust,
understanding and pride in our organisation. This report sets out the
progress we have made so far and our commitments for the future. I
hope you find the report helpful and informative and would welcome
any comments.

Matt Young
Group Corporate Affairs Director
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OUR VISION AND STRATEGY

OUR STRATEGY
IS TO CREATE
VALUE FOR
SHAREHOLDERS
BY INVESTING
WHERE WE CAN
MAKE A REAL
DIFFERENCE FOR
CUSTOMERS,
COMMUNITIES
AND COLLEAGUES
OUR VISION

OUR COMMITMENTS

Our vision is to be recognised as the best
bank for customers. Our strategy is to create
value for shareholders by investing where we
can make a real difference for customers,
communities and colleagues.

We have undertaken a full strategic review to
inform the next stage of the Group’s
development. Our new corporate vision and
strategy focuses on building a sustainable
future for the business, by concentrating on a
number of key areas:

We are building a sustainable future for our
business by putting customers at the heart of
everything we do and by playing a
constructive part in the prosperity of the
communities we serve.

THE CHALLENGE
Trust in the banking industry has been eroded
as a result of the financial crisis. We know it will
take a long time to rebuild people’s trust. We
are committed to taking a lead in rebuilding
that trust. This is central to our goal of being
recognised as the best bank for customers.
We have operated in an extremely challenging
environment over the past few years and are
delivering one of the largest and most
complex integration programmes ever
undertaken in the UK.
It has been a tough period for the Group and
we know it has been difficult for our customers,
communities and our shareholders.
We take our share of responsibility for our part
in this. We are confident, though, that the steps
we have taken mean that we are now a
stronger, more sustainable business than ever
before.

• Customers will be at the heart of everything
we do. In every decision we make, we will
consider the impact on our customers.
• Branches will continue to play a very
important part in our future. Branches are at
the heart of the UK communities and they will
be at the heart of our business.
• We will continue our multi-brand strategy.
Our brands all have different customers, and
we will build different propositions to meet
the needs of those customers.
• We will demonstrate our lending to small and
medium-sized businesses. Small businesses
are the lifeblood of the UK economy and we
will continue to support them.
• We will focus on making banking simpler
– through simpler and more transparent
products for customers and simplified
systems for colleagues that enable them to
provide better service.
• We will improve customer service and
reduce complaints. We are committed to
improving customer service and set a target
to reduce the number of complaints that
were not resolved in the first 48 hours by 20
per cent in the first half of this year.

OUR ROLE AT THE HEART OF
COMMUNITIES
We are, first and foremost, a bank for retail and
business customers. We facilitate the purchase
and sale of goods and services in the economy
through a safe and efficient payment system.
We provide investment solutions for our
customers to enable them to save, and provide
people and businesses with credit so that they
can thrive.
We serve the financial needs of over 30 million
customers. That means we have a relationship
with nearly every home in the country. We look
after their savings and investments; provide
mortgages so they can buy their homes,
provide loans to buy cars and offer insurance
for their homes and possessions. That is a
great responsibility, and one we take very
seriously.
Every day we provide these services through
our branches which are at the heart of
communities across the UK. We know that the
success and sustainability of our business is
linked to the prosperity of these communities.
We therefore need to play a constructive part
in their future prosperity.
Looking ahead, we will put customers and
communities at the heart of everything we do.
We know we need to listen more, understand
what matters to them, and demonstrate how
we are working to help them thrive. We also
need to prove to them that we have worked,
and will continue to work, to reshape our
business to ensure we make a significant and
positive contribution to the future strength and
prosperity of the communities where we are
based.

Lloyds Banking Group
Responsible business report 2010
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MANAGING OUR RESPONSIBILITIES
We believe that managing our responsibilities
effectively will help us achieve our corporate
vision.
We think there are three fundamental areas we
need to address if we are to be viewed as a
responsible and sustainable bank.
We need to ensure that we are running our
business in a responsible way. This means
focusing on our governance and management,
improving our financial stability, making the
right decisions where our customers are
concerned, and minimising our environmental
impacts.
We need to demonstrate that we are making a
sustained, positive contribution to the
economy and to society. This means playing

our part in the UK’s economic recovery by
continuing to give customers access to the
finance they need. It also means developing
consumers’ financial literacy, so they can make
better decisions, and investing in the
communities in which we operate.
Finally, as a relationship-led business we need
to work on building deep and lasting
relationships with our customers, employees
and suppliers; by engaging with them, listening
to their needs and, if appropriate, making
changes to the way we do business.

OUR STRATEGY
Our community investment and sustainable
development strategy aims to deliver our vision
of making a positive difference to the UK. It is
focused around six main themes: governance

and transparency; financial wellbeing;
supporting enterprise; community
engagement; creating a great place to work;
and environmental responsibility. We believe
that by focusing on these areas we will be able
to make a positive and lasting difference to the
UK and achieve business success.

COMMUNICATING OUR PROGRESS
Reporting is part of our ongoing process of
communicating openly and transparently with
our stakeholders – including customers,
communities, employees and investors – about
our approach to responsible business and how
we have addressed the issues you have told us
you care about.
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ABOUT THIS REPORT
We have frameworks and systems in place to
identify challenges and opportunities related
to our responsibilities as a large financial
services provider, and to ensure that those
issues are managed consistently, appropriately
and in line with our strategic objectives. This
report presents how we are responding to the
material issues and challenges facing our
business. We have worked closely with internal
and external stakeholders in order to
determine materiality and prioritise the topics
within this report.
In 2010, we commissioned an extensive piece
of research across our different stakeholder

INTRODUCTION & OVERVIEW

audiences to understand their views of Lloyds
Banking Group, and how we are meeting our
responsibilities to customers and communities.
The results of this research will inform our
strategy and approach, and how we
communicate with our different audiences.
In response to this research, we have already
changed the way we have structured this
report. We have aimed to bring greater clarity
to how our approach to responsible business
underpins our core business strategy, and how
we are responding to the issues and
challenges facing the business. We now report
under three headings – Responsible Business
Management, Economic and Social Impact,
and Building Relationships. We have also

included the main questions and challenges
that were raised by stakeholders during this
process and have aimed to answer them
throughout the report.

ENGAGING WITH OUR
STAKEHOLDERS
We also have a number of different ways for
engaging with our stakeholders on an ongoing
basis. We know that we can only achieve our
aim of being the best bank for our customers
by demonstrating that we are acting in their
best interests. This means proactive
engagement, listening and, if appropriate,
making changes to the way we do business.

CUSTOMERS
• Through the branches that we have
throughout the UK we are located in the
heart of communities and we engage with
our customers on a day-to-day basis to
understand what is important to them.
• We proactively seek feedback from
75,000 customers every month on ways
to improve our service.
• We also contact 300,000 customers every
month to assess their financial health and
find ways we can help.

EMPLOYEES
• We seek feedback from employees on
Lloyds Banking Group as an employer through
our groupwide Colleague Engagement Survey.
• We provide support and budget for four
diversity networks which inform our diversity
and inclusion strategy with their unique
understanding of members’ views and issues.
• We support employees’ rights to join one of our
four recognised Unions and hold an annual
European Employee Forum for those living in
the EU.

COMMUNITIES
• Through our Regional Ambassador
Programme our business executives
engage with MPs throughout the UK, to
address local issues and help develop
close links with our heartland
communities.
• We also encourage employees to play an
active role in their communities through
our financial capability, volunteering and
charity programmes.

GOVERNMENT
• We engage regularly with a range of
bodies including the Government and
parliamentary committees, UK Financial
Investments Ltd, the Financial Services
Authority, the Bank of England, HM
Treasury and the Financial Ombudsman
Service to help shape evolving financial
regulation and respond to consumer
issues.

SHAREHOLDERS
• We run a programme of regular investor
meetings and briefings to discuss the Group’s
strategy and results with shareholders, debt
holders, potential investors and other relevant
stakeholders including analysts and rating
agencies.
• Our Annual General Meeting provides a further
opportunity for our Board to engage with our
investors.

CONSUMERS
• We talk to consumer advocacy groups,
like Which?, to provide different
perspectives on how we do business. We
also independently conduct consumer
research and focus groups to seek their
views.
• We use our sector-leading position to
produce economic and social research
which champions consumer interests;
such as the Halifax House Price Index,
which is used to inform Government
policy.

HOW WE MEASURE PERFORMANCE
We use the European Foundation for Quality
Management’s (EFQM’s) ‘Corporate
Responsibility Framework’ to help us shape
our responsible business strategy and check
our performance. As part of the process, we
carry out an annual self-assessment of our
performance. We identify strengths and areas
for improvement, and set objectives and
actions for the future. We believe it is important
to judge our performance against other
companies, and the framework provides a
benchmark to help us achieve this.
Independent consultants review our
performance each year and give an
independent assurance on this report. We also
measure our performance against our peers
by comparing it to several external

benchmarks and indices: the Business in the
Community CR Index, the FTSE4Good Index
and the Dow Jones Sustainability Index.
In addition, this year for the first time we used
the internationally recognised Global
Reporting Initiative (GRI) G3 Sustainability
Reporting Guidelines and financial sector
supplements in the development of this
report. The full GRI statement is on page 43.

SCOPE OF THIS REPORT
We publish this report on an annual basis. We
also publish issue-specific reports on Financial
Inclusion and Climate and Environment each
year. This report covers our entire UK
operations and includes performance data for
the calendar year 2010. Over 90 per cent of the
Group’s income is generated in the UK.

Our last report was published in August 2010
and covered January to December 2009.
There are no significant changes from previous
reporting periods in the scope and boundary
of this report. We have, however, restated our
CO2 emissions data, in line with DEFRA’s best
practice CO2 emissions reporting guidelines,
published in October 2010. We also moved
from calendar year for environmental data
reporting to an annual reporting period
covering October to September to enable this
report to be published earlier next year.

www.lloydsbankinggroup-cr.com
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HIGHLIGHTS OF PERFORMANCE IN 2010

10.2 per cent core tier 1 capital
ratio*

RESPONSIBLE BUSINESS MANAGEMENT

300 meetings with equity
investors held by Board and
senior management

90%

of employees on harmonised
employment Terms and
Conditions

£60.6 billion
reduction in our reliance
on liquidity support from
Government and central
bank facilities*

2009

£157.2 billion

2010

£96.6 billion

300,000 customers contacted
a month to assess their financial
health and find ways we can help
£12.5 million donated to money
advice and debt charities
Smart & Responsible launched
to manage and reduce our
environmental impacts
£5 million invested in energy
saving and energy efficiency
schemes
* As at end December 2010

Read more on page 10 f
100,000 new business
start-ups financed

ECONOMIC AND SOCIAL IMPACT

£76 million £29 million £1.3 million

£4.7 billion

invested in
communities
across the UK

exceeded in our lending commitments
for UK businesses

£11.7 billion
gross small and
medium-sized
enterprises lending

£37 billion

£

donated to
the Group’s
charitable
Foundations

raised
by colleagues
for the Charity
of the Year

£23.5 billion

32 per cent share of all new social
bank accounts opened during
the year

gross mortgage
lending

5 million school children
took part in the Lloyds TSB
and Bank of Scotland National
School Sport Weeks
Read more on page 22 f
90 per cent of customer
complaints are now resolved at
first touch in a branch or over the
phone

BUILDING RELATIONSHIPS

st

1
hr

24

£480 million given to the Group’s
charitable Foundations over the
past 25 years
£5 billion in new lending to
first-time home buyers

larger business lending

Fraud victims’ accounts
are now returned to normal
within 24 hours

£4 million ‘Money for Life’
financial capability programme
launched

First bank to
communicate with
customers on Twitter
and YouTube

75,000
customers contacted every
month for feedback on ways
to improve our service

Free mobile banking for all
Lloyds TSB customers
Cutting edge Money Manager
online tool launched to help
customers track their spending
patterns
600 Business & Environment
Managers trained in our
corporate, commercial and Lex
Autolease businesses
93 per cent of colleagues say
they work beyond what is
required to help Lloyds Banking
Group succeed
Read more on page 31 f
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RESPONSIBLE BUSINESS MANAGEMENT

WHY IT’S
IMPORTANT
We believe that we can make our greatest
contribution to society by being good at what we
do, and by doing it in a responsible way. Our
approach to responsible business management
is founded on robust corporate governance
practices and a risk management culture which
guides the way all employees approach their
work, the way they behave and the decisions
they make. This helps us focus on building and
sustaining long-term relationships with
customers. Over time, we believe that this will
enable us to deliver superior, more sustainable
shareholder value.

OUR PERFORMANCE IN 2010
• 10.2 per cent core tier 1 capital ratio*
• £60.6 billion reduction in our reliance on
liquidity support from Government and
central bank facilities*
• 300 meetings with equity investors
undertaken by board members and senior
management
• 90 per cent of employees on harmonised
employment Terms and Conditions

* As at end December 2010

• 300,000 customers contacted a month to
assess their financial health and find ways we
can help
• £12.5 million donated to money advice and
debt charities
• Smart & Responsible launched to manage
and reduce our environmental impacts
• £5 million invested in energy saving and
energy efficiency schemes

RESPONSIBLE BUSINESS MANAGEMENT
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FINANCIAL STABILITY

What
changes have
you made to the
way you run your
business to make
sure there won’t
be a repeat of
the events of
recent years?

The Group is in a stronger position today. We
have made substantial progress towards
creating a strong and stable bank, one better
able to serve our customers. We have
significantly strengthened our balance sheet
and reduced our dependence on Government
funding. We have a stronger capital position
and more deposits to back our loans.
As we emerge from the financial crisis and the
economic downturn, we recognise the public
concern surrounding the banking industry and
know we have much work to do to rebuild trust
and understanding. We can only earn that trust
by addressing the fundamentals and by
acknowledging our mistakes.
We need to demonstrate that we are meeting
our obligations to customers and society by
proactively – and responsibly – channelling the
deposits we gather into productive enterprises
and households. We provided nearly £80
billion of gross lending to UK homeowners and
businesses in 2010. For the year ended 28
February 2011 we exceeded the mortgage
and business lending commitments made by
the Group to the UK Government. Lending is
one of our core business functions and it is in
our interest and that of our customers that we
make access to responsible credit as easy as
possible.
At the same time, as a responsible lender, we
seek to ensure that we lend to customers who
can afford to repay their borrowing and to
businesses that have a fundamentally sound
business model. These are principles to which
we must adhere.

COST EFFICIENCY
We are focused on emerging from the financial
crisis a fitter, leaner organisation. Our
integration programme is delivering significant
cost savings for the Group – £1.4 billion a year
as at the end of 2010. We expect this to

INTEGRATION
Inevitably, some of the cost synergies of our
integration programme come from a
reduction in roles. As a result, we have had to
make some difficult decisions about jobs. It
has therefore been a challenging period of
change for our employees.
We have endeavoured to deliver changes in a
sensitive way, in accordance with our vision
and values. We have followed a robust
communications process to ensure that
employees are aware of changes before they
take place, and have four recognised Unions
with whom we have consulted extensively on
all proposed changes.
Our aim has always been, where possible, to
either redeploy people to other areas of the
Group or to reduce numbers through natural

attrition. Where it has been necessary for
individuals to leave the organisation, this has
been achieved by offering voluntary
severance and by making less use of
contractors and agency staff. Only a small
proportion of colleagues left via compulsory
redundancy. Compulsory redundancies are
always a last resort.
Our focus has been on enabling the business
to integrate, while also building the
foundations for the future to ensure we can
attract, retain and develop the best talent. We
took some important steps last year on our
journey to becoming ‘One Bank’. Around 90
per cent of our employees are now on
harmonised employment terms and
conditions. We believe that employees have
embraced the changes that we’ve made – at
the end of 2010, we recorded our highest-

increase to £2 billion a year by the end of 2011.
We have also reduced our operating expenses
by 6 per cent and improved our cost:income
ratio from 50.7 per cent in 2009 to 46.2 per cent
by the end of 2010. Although we have made
good progress so far, there is more we can do
to drive the ratio down further.

RECAPITALISATION
It is widely accepted that banks were
undercapitalised before the financial crisis. We
considerably strengthened our capital position
in 2010. Our core tier 1 ratio increased to 10.2
per cent as at the end of 2010, from 8.1 per cent
at the end of 2009, substantially in excess of
regulatory requirements. That is a strong
capital position, both compared with other
banks and compared with our historical
position.

GOVERNMENT SUPPORT
We welcomed the Government’s interventions
in 2008 to stabilise the banking system and
provide liquidity. This led us to raising capital
from the UK Government, which became a
significant shareholder in the Group. HM
Treasury held approximately 40.6 per cent of
the Group’s ordinary share capital as at the end
of 2010. This shareholding is managed on its
behalf by UK Financial Investments Ltd. Our,
and the Government’s, objective is that in time
the Group will operate as a wholly privately
owned, self-supporting commercial enterprise.
During 2010, we reduced our reliance on
liquidity support from Government and central
bank facilities by £60.6 billion. The Group’s
overall support from Government and central
bank facilities totalled £97 billion as at the end
of 2010 and we have made further progress in
reducing this since then.

ever colleague engagement scores, with 93
per cent of employees saying they work
beyond what is required to help Lloyds
Banking Group succeed. We also won the top
award at the 2010 Personnel Today Awards
for Managing Change. This recognises our
work in delivering significant organisational
and people changes while maintaining high
engagement of our employees.

AWARD
We won the top award
at the 2010 Personnel
Today Awards for
Managing Change
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GOVERNANCE AND MANAGEMENT

REGULATORY ENVIRONMENT
Robust and stable regulation will be an
important component in rebuilding confidence
and trust and creating a healthy and sound
financial system. We continue to actively
engage with the Government, our regulators
and other stakeholders on a number of
proposed reforms, to ensure we have a strong
and stable banking system which is able to
support and serve its customers and the wider
economy.
In 2010, the UK Government appointed The
Independent Commission on Banking (ICB) to
make recommendations for the reform of the
banking system and to promote stability and
competition.
The Commission published their Interim
Report in April 2011. We have reviewed the
Report and will consider and respond to the
options presented more fully in due course. We
welcome the focus by the Commission on
improving switching and greater transparency.
That should be positive for customers of banks
and is very much in line with our own proposals
to the Commission. We will continue to play a
constructive role in the debate and to consult
with the ICB during the coming months ahead
of the publication of their final report and
recommendations in September 2011.

CORPORATE GOVERNANCE
Rebuilding trust in financial institutions
generally is central also to achieving our aim of
being recognised as the best bank for
customers. We are judged on how we do
business, and how we respond to our
stakeholders’ concerns and needs. In particular,
we are judged on the effectiveness of our
decision-making.
We understand the reliance that investors,
customers and other stakeholders place on our
corporate governance arrangements and the

need to ensure the integrity of those processes.
From our discussions with shareholders in 2010
we also know that there is a strong desire to
understand more about the Board’s approach
to governance. We recognise the importance
of promoting mutual understanding between
the Group and its shareholders through greater
engagement. In 2010, Board members and
senior management held more than 300
meetings with equity investors.

Non-Executive Directors are set out by the
Board Governance Framework. This
Framework sets out matters for which the
Board is responsible – including the
development and setting of strategy and
long-term objectives; approval of financial
budgets; capital and structure of capital; and
various statutory and regulatory approvals –
and delegates certain other matters to its
Committees.

The Chairman of Lloyds Banking Group, Sir
Winfried Bischoff, is responsible for leadership
of the Board and for ensuring its effectiveness.
We operate a unitary Board with all Directors
collectively responsible for the long-term
success of the Group. The Chairman ensures
that Directors are kept advised of key
developments, that they receive timely and
relevant information and are involved in
relevant decisions. It is expected that all
Directors, but particularly the Non-Executive
Directors, constructively challenge proposals
that come to the Board for decision. In 2010, 17
Board meetings took place.

In 2010, the Board comprised 5 Executive
Directors and 9 Non-Executive Directors,
including the Chairman. Maintaining the right
balance of skills and experience on the Board is
an ongoing priority. All new Directors
appointed in 2010 have undertaken a formal
three-stage induction course, and, throughout
the year, Non-Executive Directors undertook
approximately five days of training.

The Group Chief Executive manages the
business day to day. The roles and
responsibilities of the Chairman, Group Chief
Executive, Senior Independent Director and

The Board is also keen to ensure that, subject to
merit, its membership is diverse in gender,
ethnicity and background. At the end of 2010
the Board included 2 women.
Full details on our approach to corporate
governance are available in our Annual Report
and Accounts at: www.lloydsbankinggroup.
com/investors/financial_performance.asp

LLOYDS BANKING GROUP’S BOARD AND COMMITTEE STRUCTURE
LLOYDS BANKING GROUP BOARD
Group Chief
Executive
Group
Executive
Committee

Remuneration
Committee

Nomination &
Governance
Committee

Risk
Committee

Audit
Committee
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POLITICAL DONATIONS

MEMBERSHIP OF THE CR STEERING GROUP IN 2010:

It is Lloyds Banking Group’s policy not to
make political donations (as defined in the
Companies Act 2006). The Group did not
knowingly make any political donations in
2010. We avoid participating in any activity
which we have reasonable grounds for
believing falls within the scope of the
Companies Act 2006. However the law in this
area is extremely broad in scope and could
potentially capture normal business activities
that would not ordinarily be regarded as
being a political donation or expenditure. We
have therefore obtained shareholder
approval to make donations to political
parties, candidates and organisations or
incur political expenditure up to £100,000 a
year in total. This authority expires in June
2013.

Chair

Group Human Resources Director

Retail

Managing Director, Savings Investment & Protection

Wholesale

Head of Sustainable Development

CORPORATE RESPONSIBILITY
GOVERNANCE
We strengthened our governance framework
in 2010, establishing Board representatives
for key strands of our responsible business
agenda. Sir Winfried Bischoff has overall
Board responsibility for Corporate
Responsibility and Truett Tate, Group
Executive Director, Wholesale, is Executive
Sponsor for Climate Change and
Environmental Issues.
We also established a new Environmental
Steering Group, chaired by our Group
Property Director. With senior representation
from across the Group, this drives our
environmental strategy, targets and
performance. This year, we have established
a Financial Inclusion Steering Group.
The Board considers responsible business
issues throughout the year, and reviews our
performance on an ongoing basis. In 2010 a
Corporate Responsibility Steering Group,
chaired by Group HR Director Angie Risley,
met on a regular basis to drive the
responsible business strategy. Most of our
activity, however, takes place in the business
itself, driven by a network of senior managers
who act as champions. They ensure we
conduct our business in a responsible way
and inform our responsibility strategy.
For 2011 a new Community Investment &
Sustainable Development Steering Group is
being established to develop and drive our
responsible business strategy. Details of this
Steering Group will be published in our next
report.

Group Operations

Director of Group Property

Risk

Group Financial Crime & Operational Risk Director

Insurance

HR Director, Insurance

Wealth & International

Managing Director UK Private Banking

Group Legal

General Counsel, Group

Group Corporate Affairs

Director of Group Public Affairs
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CORPORATE RESPONSIBILITY GOVERNANCE
LLOYDS BANKING GROUP BOARD
Environmental
Steering Group

Corporate Responsibility
Steering Group

Financial Inclusion
Steering Group

Environmental
Working Group

INDEPENDENT ASSESSMENT OF
OUR PERFORMANCE
In 2010, we were re-selected for the Dow
Jones Sustainability Index. This comprises the
top 10 per cent most sustainable companies
globally, based on long-term economic,
environmental and social criteria. We are
ranked the top UK bank in the FTSE4Good
Ethical Index. We are also the top UK bank in
the new FTSE CDP Carbon Strategy Index
Series launched in 2010 and a component of
the Carbon Disclosure Leadership Index. We
are ranked Platinum in Business in the
Community’s Corporate Responsibility Index
and, this year, were awarded Business in the
Community’s CommunityMark, the national
standard that publicly recognises excellence in
community investment.

RISK MANAGEMENT
The Group has a conservative business model,
embodied by a risk culture founded on
prudence and accountability. The focus has
been and remains on building and sustaining
long-term relationships with customers,
through good and bad economic times.
Our approach to risk is based on robust
corporate governance practices and a risk

2011

management culture which guides the way all
employees approach their work, the way they
behave and the decisions they make. Our risk
culture ensures that everyone understands
that they are accountable for the risks they take
and that the needs of customers are
paramount.
The Board takes the lead by establishing the
‘tone at the top’ and approving the Group’s
professional standards and corporate values.
The Board ensures that senior management
implements strategic policies and procedures
designed to promote professional behaviour
and integrity. The Board also ensures that
senior management implements risk policies
and risk appetites that either limit, or where
appropriate, prohibit activities, relationships,
and situations that could diminish the quality of
corporate governance. All colleagues,
including the Group Chief Executive, are
assessed against a balanced scorecard that
explicitly includes their risk management, as a
component of their overall performance.
The Group’s full risk management framework is
set out in our Annual Report and Accounts,
available on line at the following link:
www.lloydsbankinggroup.com/investors/
financial_performance.asp
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REMUNERATION AND BONUSES
We know that remuneration in the financial
services sector is a sensitive issue for
shareholders and society in general following
the unprecedented turmoil across the sector in
2008 and 2009. The focus has been on
balancing shareholders’ views on
remuneration with the need to attract,
incentivise and retain the right people.
We work closely with the FSA and our major
shareholders to ensure that our remuneration
structure is aligned to prudent risk
management.
Risk management forms one of the five
principal criteria within the Group’s balanced
scorecard on which individual staff
performance is judged. All employees’ –
including business executives’ – performance
is assessed using the same balanced
scorecard template. Business executives have
specific risk management objectives and
incentive schemes take account of
performance against these.

EXECUTIVE REMUNERATION
Our approach to remuneration has been
developed with input from both our
shareholders and our regulators. We consulted
extensively with them during 2010 on our
executive remuneration strategy. We carefully
reflected on the feedback we received and this
directly influenced our approach. Our
decision-making focused on balancing
shareholders’ views on remuneration with what
we believe is right for our business. We decided
that remuneration for 2010 should demonstrate
restraint, rather than fully reflect improved
business performance, and that we should take
a broadly similar approach for 2011. Our
Remuneration Committee worked closely with
our Group Risk Committee to reach its
conclusions:
• There were no salary increases made to
Executive Directors in 2010.
• Any bonuses paid in respect of performance
in 2010 have been rigorously tested against
targets – which include risk-adjusted and
non-financial measures, including customers,
people and risk, to promote a long-term focus
within the senior management team.
• To ensure a prudent approach is applied to
bonuses, we have exercised downward
discretion on the annual bonuses and made
lower payments than if they were calculated
purely on a formulaic basis.

RESPONSIBLE BUSINESS MANAGEMENT

The approximate make-up of the main components of our package for Executive Directors
on an expected value basis is shown below:

40%

Based on a combination of
performance targets comprising
earnings per share, economic
profit and the achievement of
stretching share price targets

Paid in shares after
three years

Short-term
incentive

30%

Based on financial measures
and on a balanced scorecard of
non-financial measures

Deferred into
shares until at least
March 2013, subject
to malus

Salary

30%

Based on role, market
competitiveness and
performance

Paid in cash

Long-term
incentive

The ratio for the CEO is 40/32/28
• Furthermore, 100 per cent of any bonus award
will be deferred into shares and will not be
released until March 2013 at the earliest. This
will be subject to malus* if performance is not
sustained.
• Awards made in March 2010 under the Long
Term Incentive Plan were below 2008 levels by
up to 100 per cent of salary and lower than the
market practice for long-term incentives in our
sector.
Our remuneration framework needs to enable
us to attract, incentivise and retain the right
people. We continue to have concerns that our
executive remuneration framework is
uncompetitive and this will be subject to
ongoing review. Remuneration will continue to
be linked to effective risk management and the
delivery of financial and non-financial targets.

EMPLOYEE REWARD
We offer employees a competitive reward
package that underpins a culture of
performance and strikes the right balance
between reward, risk management and
performance. At the end of every year, 100 per
cent of employees are given a performance
rating based on their overall contribution to the
success of the business, as set out in their
balanced scorecards. They are assessed by a
combination of how they have performed
against their objectives, and how they have
performed against our values and behaviours.

This performance rating is then directly linked to
how each employee is rewarded.
Base salaries form a large proportion of
employees’ reward. We also offer incentive
programmes and discretionary bonus schemes
which reflect the risk profile of our business.
These include a mix of fixed salary, cash and
awards of shares.
We are primarily a retail and commercial bank.
This means that the payout under our Group
bonus schemes for 2010 is a small percentage
of overall revenues. Although the Group’s
profitability increased, our total compensation
for 2010 is lower than that for 2009.
In addition, employees are offered a wide
choice of benefits through our flexible benefits
programme. Employees can choose from a
wide range of cost-effective options that can be
tailored to their specific needs. Benefits include
medical and life assurance, additional pension
and holidays and retail and childcare vouchers.
Around 77 per cent of employees across the
Group take up flexible benefits.

* Performance-based adjustment of unvested awards
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CUSTOMER CARE

How are you
looking after
the best interests of
your customers
and potential
customers?
TREATING CUSTOMERS FAIRLY
Treating customers fairly, and ensuring that we
are transparent in all our dealings with them, is
central to our aim of building deep and lasting
relationships with customers.
We have robust customer treatment policies
and are currently developing a range of
customer treatment standards that are aligned
to the FSA’s best practice standards. We
conduct regular monitoring to check that we
are complying with our policies and are
achieving fair outcomes for customers.
Customer outcomes are an important
component in colleague reward and
remuneration.
Our approach to fair customer treatment
focuses on three main areas: products, sales
and after-sales.

PRODUCTS
We aim to ensure our products are simple,
transparent and easy to understand. In 2010,
we strengthened our framework for
developing and managing our product range.
We implemented a new risk assessment tool
which focuses on fair customer treatment. All
new products will be assessed using the new
tool before they are launched. Existing
products will also be assessed on an annual
basis. Only those products that achieve a
satisfactory standard will be sold by the Group.

WE SPEAK WITH
MORE THAN
300,000
CUSTOMERS A
MONTH TO ASSESS
THEIR FINANCIAL
HEALTH

We have launched a number of new, simpler
products as a result of our new product
governance processes, including the Halifax
Clarity Card, which leads the market on
simplicity and value. We have also made
changes to existing products – for example,
mobile phone insurance is now automatically
activated for added-value current account
customers.

SALES
Our sales processes are designed to ensure
that we gain a thorough understanding of
customers’ needs in order to offer products
and services that meet those needs.
We continuously review our sales processes, to
minimise the risk of customers buying products
they do not need. As a result of our reviews, we
have recently amended the sales processes for:
• interest-only mortgages, to include a
demonstration of an appropriate repayment
plan; and,
• added-value current accounts, to ensure
greater disclosure of exclusions and
limitations.
As a responsible lender, we wish to ensure
customers only borrow what they can afford to
repay. Each customer’s circumstances are
different so we use an affordability model, to
better assess a customer’s ability to repay. We
take into account customers’ current and past
management of financial products. We also
track their ability to make repayments on an
ongoing basis to ensure that the borrowing
remains suitable to their circumstances. We
cover our response to Payment Protection
Insurance complaints of mis-selling on page 32.

AFTER-SALES
Once we have sold one of our products to a
customer, we want to ensure that it delivers
what it is supposed to and meets the
customer’s need. Listening to customers’
feedback is a core part of this. There are also

some more proactive ways we can ensure that
products meet customers’ needs. Examples of
recent steps we have taken include:
• We have proactively contacted customers
who have two sets of insurance – for example,
travel insurance through an added-value
account and through a stand-alone policy –
and rectified the situation.
• We have undertaken a mailing programme to
interest-only mortgage customers to remind
them of the need to ensure repayment
arrangements are in place to meet their
obligations when their mortgage reaches
term.
• In our General Insurance division we have
established a mobile rapid response team of
Personal Claims Consultants to provide
face-to-face help to customers at times of
significant distress. For example, during the
floods in Cumbria and Cornwall in 2010,
Personal Claims Consultants were on the
ground immediately, tracking down
customers and providing assistance.
• We have established pre-financial difficulty
units to provide specialist help to customers
who are concerned about their financial
situation. They support customers who
actively seek help with their finances, and
proactively contact those who we believe
may face difficulty. We speak with more than
300,000 customers a month to assess their
financial health and find ways in which we can
help.
• We have trained over 7,000 financial health
specialists to help our customers in branches.
• Where appropriate, we refer customers to
free and independent money advice charities.
In 2010, we contributed more than £12.5
million to money advice and debt charities,
including the Money Advice Trust and the
Consumer Credit Counselling Service.
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FINANCIAL CRIME & ANTI-MONEY LAUNDERING

IN 2010, WE
DECREASED
FRAUD LOSSES BY
33 PER CENT
COMPARED WITH
2009

How do you
look after the
money and personal
information that
people trust
you with?
We take protecting our customers and their
assets extremely seriously. We invest heavily
in activities to deter, detect and prevent
financial crime. Through this, we aim to protect
our customers, maintain value for our
shareholders and assist society in combating
crime by preventing criminals from benefiting
from their activities and proceeds.

GOVERNANCE
We manage financial crime and money
laundering risks through our Operational Risk
management framework, which applies to 100
per cent of our operations. Our approach to
Operational Risk management is detailed in
our Annual Report and Accounts at www.
lloydsbankinggroup.com/investors/financial_
performance.asp

PROTECTING CUSTOMERS

ANTI-MONEY LAUNDERING

We seek to continuously improve our approach
and systems for protecting customers from
identity theft and ensure that payment
instructions are genuine. In 2010, we reduced
fraud losses by 33 per cent compared with
2009.

We operate systems designed to ensure that
our products and services are not abused for
the purposes of laundering the proceeds of
crime or for facilitating terrorism.

We use the latest technologies to counter
increasingly sophisticated ‘e-crime’ attacks and
to help identify and protect customers whose
computers may have been compromised by
fraudsters.
We take a simple and effective approach to
checking the validity of transactions and new
payment instructions. We call debit and credit
card customers when our monitoring systems
pick up unusual transactions and internet
banking customers to verify new payment
instructions. Through this, we aim to minimise
inconvenience caused to genuine customers,
whilst protecting them against fraudsters.
We also work to raise our customers’ awareness
of financial crime risks. We ran customer-facing
campaigns for National Identity Fraud
Prevention Week for the fifth consecutive year
in 2010, demonstrating our ongoing
commitment to help keep our customers safe.
In addition, our websites contain information to
help customers identify and avoid common
types of internet fraud. We are a National
Strategic Partner of the charity Crimestoppers
and support their campaigns to raise
awareness of new threats.

We have processes to check the identity of
customers and use various tools to monitor the
validity of transactions that they make and
receive. We have invested in the latest
transaction monitoring software to help us
identify potential money laundering activity.
Similarly, we continue to enhance the
technology we use that helps us manage
relationships and products that require closer
scrutiny, such as, for example, accounts for
Politically Exposed Persons or those subject to
international sanctions.
Our employees are supported by regular
training to develop their understanding of
financial crime risks. We promote high ethical
standards and have a zero-tolerance approach
to bribery and internal fraud. Our Code of
Business Conduct sets out minimum standards
of behaviour expected of employees –
including an expectation that they demonstrate
honesty and integrity in everything they do.
Last year, we delivered Anti-Money Laundering
training for over 98,000 employees.
We encourage employees to speak out if they
suspect any wrongdoing, either via their line
manager or our whistleblowing helpline. We
work closely with an independent charity,
Public Concern at Work, to ensure that our
approach and systems continue to work
effectively. In 2010, there were 286 calls to the
helpline. All calls are documented and
examined, and, as required, investigated and
resolved with appropriate action.

RESPONSIBLE BUSINESS MANAGEMENT
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RESPONSIBLE INVESTMENT

SCOTTISH
WIDOWS
INVESTMENT
PARTNERSHIP
MANAGES £470
MILLION IN
SPECIALIST
ETHICAL AND
ENVIRONMENTAL
FUNDS

Lloyds Banking Group’s asset management
arm, Scottish Widows Investment Partnership
(SWIP), is one of the largest asset
management companies in the UK. At the end
of 2010, SWIP managed £146.2 billion worth
of funds in total.
Rising global consumption, natural resource
depletion and climate change mean that
sustainability is an increasingly material
investment issue and of growing importance to
our customers. SWIP signed the UN Principles
for Responsible Investment (PRI) in 2008, and is
committed to playing its part in addressing the
challenge of sustainability. This includes the
following:
SWIP has a £6.2 billion property portfolio, with
over 2000 investment assets, including office,
retail and warehouse properties. The
environmental footprint of this portfolio is on
the same scale as Lloyds Banking Group’s own
impact. In 2010, SWIP launched a new
sustainability strategy across its property
portfolio. This includes improving the energy
efficiency of its properties and targets to
reduce landlord-controlled energy use by 10
per cent by 2012, against a 2009 baseline. In
addition, SWIP has implemented a portfoliowide programme to meet the requirements of
the CRC Energy Efficiency Scheme on behalf of
its clients.
SWIP recognises that long-term shareholder
value can be impacted by companies’
approaches to corporate governance and
sustainability. With over £40 billion invested in
UK companies, SWIP is committed to using its
influence to encourage best practice in

corporate governance and the management of
sustainability risks. SWIP has significantly grown
its capability to do this in 2010, adding three
new employees to its Governance and
Sustainability team.
SWIP engages with companies and votes
globally to encourage corporate governance
structures that protect and enhance
shareholder value and align the interests of
directors and shareholders. SWIP’s dialogue
with companies draws on the combined
expertise of fund management and corporate
governance teams. It includes discussion of the
Board (structure, composition, succession
planning, and evaluation), strategy,
performance, capital raising, remuneration,
regulation and corporate activity. SWIP also
contributes to the evolution of best practice in
corporate governance through its participation
in industry bodies.
SWIP’s shareholder engagement on
sustainability issues is focused on climate
change. According to Carbon Disclosure
Project (CDP) data, the UK companies in which
SWIP invests are responsible for well over 500
million tonnes CO2e (nearly the same size as the
UK’s total emissions). The number is several
times larger if product and supply chain
emissions are included. As a large UK
shareholder, SWIP will monitor and support
progress by these companies in improving the
energy and resource efficiency of their business
activities. SWIP was the first signatory of the
Carbon Disclosure Project’s new Carbon
Action initiative and is playing a lead role in
developing new global initiatives in this area,

working with the UN PRI Clearinghouse, FTSE,
and the Institutional Investors Group on
Climate Change.
SWIP manages a series of specialist ethical and
environmental funds – totalling £470 million. In
the future, SWIP sees a substantial opportunity
to increase focus on the companies that are
driving the technological solutions to global
sustainability problems – renewable energy,
energy efficiency, water supply and food
supply. Given the scale of the transformation
required to move to a more sustainable global
economy, SWIP’s work to understand these
sustainability themes is not limited to its
specialist funds, but will inform SWIP’s
investment decision-making across all of its
portfolios.
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ENVIRONMENTAL RESPONSIBILITY

AWARD
We have achieved the Carbon
Saver Gold Standard for
reducing our carbon emissions
over the past 3 years

We believe that we have an important role to
play in facilitating and financing the transition
to a low-carbon, resource-efficient economy.
Our vision is to be recognised by our
stakeholders as a leading environmentally
responsible organisation.
In 2010, Lloyds Banking Group was rated the
top UK bank in the new FTSE CDP Carbon
Strategy Index Series, recognising our
performance in managing climate risks and
grasping the emerging opportunities.
We also published our first stand-alone Climate
and Environment report, setting out our
approach to climate change, resource
efficiency and environmental management,
our performance and our future agenda. We
have committed to publishing a detailed report
on our work in this area, every year.

ENVIRONMENTAL LEADERSHIP
We proactively identify opportunities to
collaborate with external partners to drive
positive environmental change.
Truett Tate, our Board member who leads on
climate change and environmental
sustainability issues, represents Lloyds Banking
Group on the Prince of Wales’s Corporate
Leaders Group on Climate Change. This brings
together business leaders from major UK, EU
and international companies who campaign for
new and longer-term policies for tackling
climate change.
We are a strategic partner of the Cambridge
Programme for Sustainability Leadership
(CPSL) and work closely with them on a range
of initiatives and programmes. We have been
working with CPSL and other businesses to
lead a programme that aims to mobilise
international corporate action to tackle natural
resource depletion. Outputs of the programme
will be published later this year and will feed
into a seminar programme for senior
executives.

We are a member of the newly launched
Banking & Environment Initiative. Through this
we are working in partnership with The Prince
of Wales and other leaders in the banking
sector to stimulate the redirection of financial
capital towards environmentally beneficial
activity. We have also teamed up with a number
of organisations to form the Green Deal
Network. This is a collaboration between
business, civil society and local government,
supporting the most ambitious possible
implementation of the Green Deal.

• We also set a target to reduce water use by 3
per cent by the end of 2010 and we achieved
reduction of 4 per cent.
• We met our target to recycle 55 per cent of all
waste.
• We reduced total waste by 2.5 per cent in
2010 compared with 2009. Due to our
integration programme a number of building
closures took place during the year – outside
of these closures, on a like-for-like basis with
previous years, we actually met our target to
reduce waste by 5 per cent.

We are in our third year as a national sponsor of
the May Day Network and are represented on
the BiTC Environmental Leadership Team
which governs its activities. The May Day
Network is Britain’s biggest collection of
businesses collaborating to tackle the
challenges posed by environmental
sustainability. It supports business as they aim
to measure, manage and transform their
business for a more sustainable UK, inspiring
others in the process.

We registered for the Carbon Reduction
Commitment Energy Efficiency Scheme last
year, and will now be required to purchase
allowances for each tonne of energy-related
CO2 we emit. It has significant cost implications
for the Group which provides a further
incentive to reduce our carbon emissions. This
year, we were awarded the Carbon Saver Gold
Standard. It is only awarded to organisations
that are taking real action on climate change by
reducing their carbon emissions. We achieved
a 5-star rating on account of our strong track
record of measuring, managing and reducing
our carbon emissions. We are also working
towards achieving the Carbon Trust Standard
for the Group, which we aim to achieve in 2011.
We are investing £3 million in 2011 in dedicated
energy reduction and energy efficiency
measures.

RESOURCE EFFICIENCY
Reducing our own use of resources helps us
minimise our impact on the environment as
well as keeping our costs under control. In
2010, we launched Smart & Responsible, our
new targeted environmental action plan. Smart
& Responsible consists of seven key pillars
which ensure that the environmental impacts of
all our business operations are managed and
minimised to realise significant environmental
and cost savings. We have established an
Environmental Steering Group, to drive our
strategy, set targets and make sure we achieve
them.
In 2010, we set some initial resource-use
reduction targets:
• We reduced energy use (excluding data
centres) by over 4 per cent in 2010, exceeding
our target to reduce energy use by 3 per cent.

Glenn Wilkinson, Director, Carbon Saver
Limited, said: “Smart & Responsible, the
Group’s environmental action plan, is a
market-leading programme. We commend
the Group for its targeted approach to
improving long term environmental
performance.”
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SMART & RESPONSIBLE

20:2020 GOALS
This year, we have set some more challenging goals, for each pillar of our Smart & Responsible action plan.

BUILDwise

Executive Sponsor

Aim

20:2020 Goals

Interim Targets

Project
Management
& Construction
Director

Aims to embed sustainability and
environmental standards into the
construction processes for all new
building and refurbishment projects.

By 2020 less than 20% of
construction waste will
go to landfill, and 20% of
our buildings will be
environmentally
accredited.

Launch our Sustainable Construction
Manual January 2011.

Aims to reduce the energy
consumption of our property estate.

By 2020 we will reduce
our energy consumption
by 30%.

Reduce energy use by 6% by the end of
2011 (from our 2009 baseline).

ENERGYwise Facilities
Management
Director

Set key performance indicators and
targets addressing waste minimisation,
site recycling and building
specifications.

Achieve the Carbon Trust Standard.

PAPERwise

Transactional
Banking Director

Aims to reduce overall paper use
across the Group, reduce the amount
of paper stored by the Group and
introduce new printing efficiencies.

By 2020 we will reduce
our paper consumption
by 20%.

Reduce the volume of paper consumed
across the Group by 10% by the end of
2015 from our 2010 baseline.

TRAVELwise

Group Property
Director

Aims to reduce growth in business
travel by improving travel efficiency,
providing alternatives to travel and
promoting improved work-life
balance.

By 2020 we will reduce
our total business travel
by 20%.

Aim to cut our business flights by 20%
over the next five years as part of
WWF-UK’s One in Five Challenge.

WASTEwise

Facilities
Management
Director

Aims to reduce the amount of waste
sent to landfill and increase the
amount recycled and reused.

By 2020 we will reduce
our waste to landfill to
less than 20%.

Ensure that no more than 35% of waste
in 2011 is sent to landfill by increasing
recycling and reuse to 65% from 2010
base (55%).

WATERwise

Head of Asset
Management,
Solutions

Aims to reduce water use across the
Group.

By 2020 we will reduce
our water consumption
by 20%.

Reduce water consumption by 7% by
end 2011 (from our 2009 baseline).

WORKwise

Head of Group
Property IT

Aims to reduce our property footprint
by introducing new workplace
practices to ensure that office space is
used efficiently and offers employees
greater flexibility.

By 2020 20% of eligible
Deliver 10,000 “WORKwise” smart
colleagues will be mobile space desks i.e. flexible, shared desks
or home workers.
that can be used by any employee by
end 2011.

CO2 EMISSIONS & ENERGY DATA
Energy and travel-related
emissions in 2010
(tonnes CO2)

CO2 EMISSIONS (TONNES)
2

2010

1 Energy-related
CO2 emissions

383,510 (87%)

2 Business travel
CO2 emissions

59,025 (13%)

1

Direct & indirect energy
consumption by source (GWh)
1 Direct energy
consumption

Gas

258

2

Oil

9

3 Indirect energy
Electricity
consumption

2008

2007

Total UK CO2
emissions

442,535 449,207

465,172

480,575

Scope 1 emissions

73,182

76,387

45,894

48,624

Scope 2 emissions

333,315

343,693

359,081

365,479

Scope 3 emissions

36,038

29,127

60,197

66,472

1

2
3

615

2009

For 2009, we have reported emissions for January to December. For 2010 and future years, we
will report annual emissions from October to September. Our CO2 emissions have been
independently verified by environmental consultants RPS Group.
We have reported CO2 emissions by Scope since 2009, in line with the Greenhouse Gas
Protocol. Prior to that, for 2008 and 2007, we reported emissions by primary source. For 2008
and 2007 we have entered all travel data under Scope 3. Since 2009, we have had systems in
place which enable us to segregate Scope 1 and Scope 3 travel emissions. We now report
emissions arising from our company fleet under Scope 1 and emissions arising from privately
owned cars that are used for business travel under Scope 3.
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ENGAGING OUR EMPLOYEES

Employees will play a key role in delivering our environmental
agenda. We strive to engage colleagues and enable them to make a
contribution. We run regular internal communications campaigns to
drive employee awareness and advocacy. Early in 2011 we ran a
week-long campaign – ‘Spotlight on Smart & Responsible’ – to
provide employees with information on the action plan and let them
know ways in which they can get involved. Over 8000 employees
accessed the campaign during the week. Hundreds of colleagues
have since formally pledged to reduce business travel, recycle more
and cut paper use.
We also re-launched the Group’s Sustainability Network, to make it
more action-focused. Almost 500 colleagues have joined the
community as supporters, champions and project team members,
who have volunteered to take forward the delivery of schemes to
improve the Group’s environmental performance.

What are you doing to
minimise your impacts
on the environment?

One of the main areas where colleagues can have a real impact is in
business travel. We have a common travel policy in place across the
Group which supports a focus on reducing travel. Since the Group’s
new Car Share scheme tool was launched late last year, over 600
colleagues from across the country have already registered with the
tool that helps them match their journeys with other colleagues. We
also increased the volume of teleconferences by 73 per cent in 2010
compared with 2009, to 1.9 million.

IMPROVING RECYCLING FACILITIES

WWF ONE IN FIVE CHALLENGE
Lloyds Banking Group has signed up to WWF-UK’s One in Five
Challenge, committing to cut our business flights by 20 per cent
over the next 5 years. In 2010 across the Group we flew 169 million
kilometres for business. As well as the costs to our business, this
has a huge environmental impact which we need to address.
Through the One in Five challenge we will benefit from the
support and expertise of the WWF, as well as the experience of
other organisations that have also signed up to the challenge.
Ultimately our success will be down to employees rethinking how
they work and meet and using alternatives to flying wherever
possible. We are investing in improvements in our virtual
conferencing technologies and supporting colleagues to make
better use of them.

WASTEwise Recycle is a new scheme to make it easier for
employees to recycle and reduce the amount of waste we send to
landfill. In place of individual bins for specific materials, a simplified
3-bin system is being introduced. Employees simply use a single bin
for all recyclable waste, a “landfill” bin for non-recyclable waste and
the confidential waste bin for all paper. Mixed recyclables are
collected by our waste contractor and are sorted off-site. Following
a successful pilot in 2010, the scheme will be rolled out to all of our
main office sites throughout 2011.

SMART & RESPONSIBLE WATER
Across the Group, we use over 100,000 glass bottles of mineral
water for meetings and hospitality every year. Recognising an
opportunity to reduce waste, we introduced a new system in 2010
that allows our caterer to bottle water on site. The system connects
to our mains water supply, filters and cools the water to provide both
still and sparkling water. The water is provided in a re-usable glass
bottle. As well as reducing waste, the scheme reduces the need to
transport bottles to and from our sites. The system has been in place
at our London Headquarters since November 2010 and will be
rolled out to our other large employment sites this year.
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SEIZING OPPORTUNITIES & MANAGING THE RISKS

Climate change is a huge global challenge, and one
that will impact widely on our business. We have an
important role to play in facilitating and financing the
transition to a low-carbon, resource-efficient
economy. We believe that by leading the way in
seizing the opportunities, and managing the risks, we
can gain a significant competitive advantage.

RENEWABLE ENERGY FINANCE
Lloyds Banking Group is a leading renewable energy
bank globally (by debt underwriting capability). Over
the past five years we have arranged or underwritten
finance for 45 deals, with £2.6 billion committed. This
equates to over 6,000MW of renewable generation,
which is enough to supply over 3 million homes.
Significant investment will be required in order to
meet the UK Government’s CO2 reduction targets. We
are seizing the opportunity to become one of the UK’s
leading providers of renewable energy finance. We
already have a very strong track record. Our current
renewable energy portfolio stands at around £1
billion. Given our focus on the UK market, much of this
finance is directed towards wind power – both on and
offshore – however, we also have strong experience in
the solar power sector, having successfully financed
several solar photovoltaic and solar thermal plants
across western Europe.

GLENKERIE WIND FARM
In 2010, we partnered with BNP Paribas
and the European Investment Bank
(EIB) to provide a £32 million funding
package to UK renewable energy
company, Infinis Group. The funding
will enable Infinis Group to construct
and operate Glenkerie wind farm in
Tweedsmuir, Scotland. Glenkerie wind
farm is expected to deliver enough
power to meet the electricity needs of
more than 16,000 homes. By 2050, the
Scottish government is aiming for the
country to produce 80 per cent of its
electricity from renewable sources.
Lloyds provided £17 million of funding,
alongside £15 million from BNP Paribas
Fortis. Of the total £32 million funding,
the EIB contributed £18 million, split
between the two banks.
“Given the bank’s participation in the EIB
lending scheme, as well as its wealth of
knowledge, it was clear Lloyds Bank
Corporate Markets was the perfect
partner to help us deliver the project,”

said Eric Machiels, Chairman and Chief
Executive, Infinis Operating Companies.
Glenkerie is the second deal that we
have co-funded through the EIB’s
Intermediated UK Onshore Wind
Scheme. In March 2010, Lloyds,
alongside BNP Paribas Fortis and the
EIB, agreed to provide £76 million to
finance the Hill of Towie wind farm.
When fully commissioned by spring
2012, the 21 turbine site will have a
generating capacity of 48MW.

Total

OUR ENVIRONMENTAL RISK MANAGEMENT
APPROACH:

Completed

-

8

10

18

Group
Credit Policy –
Environmental
Risk

Divisional
Credit
Policies

Business
Unit
Processes

Environmental Risk Approval (including
any conditions)

C

Panel consultants

B

Environmental Due Diligence

A

In-house team, retained consultancy

DEALS

Detailed Review

Lloyds Banking Group is a signatory to the Equator Principles to support
our approach to assessing and managing environmental and social
issues in project finance. Lending officers are responsible for
undertaking initial classification of transactions that qualify under the
Equator Principles. Their assessments are subject to further review by our
Equator Principles Review Group, comprising experts from both our Risk
and Project Finance teams, to ensure that each transaction is compliant
and is consistent with our Environmental Risk Policy. We trained over 100
employees in our Equator Principle Procedures in 2010.

Relationship teams

PROJECT FINANCE: EQUATOR PRINCIPLES

We have introduced policies and procedures to manage environmental
impacts associated with our lending activities, requiring all business
loans to be assessed for material environmental risks as part of the credit
sanctioning process. Our policy is supported by a robust process which
ensures that there is a consistent approach to identifying, assessing,
mitigating and reporting environmental risks. Lending officers are
responsible for ensuring that environmental risks are assessed and that
action is taken where a risk is identified. Employees are trained in
environmental risk management as part of our standard credit risk
training course and have access to relevant guidance documents. In
2011, we will further strengthen our risk management process with the
implementation of an online environmental risk screening tool.

Initial Transaction Screening

MANAGING ENVIRONMENTAL RISKS IN LENDING

In progress

-

4

-

4

Not completed

-

5

2

7

Total

-

17

12

29

GEOGRAPHY OF COMPLETED TRANSACTIONS
US

Legislation Briefings

B

C

Total

-

3

2

5

Europe

-

5

8

13

Rest of world

-

-

-

-

Total

-

8

10

18

INDUSTRY OF COMPLETED TRANSACTIONS
No.

£ million

Renewables

8

391

Sector Briefings
Supporting tools

A

Infrastructure

8

699

Energy & utilities

2

78

Total

18

1,168
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ECONOMIC AND SOCIAL IMPACT

WHY IT’S
IMPORTANT
We have a presence in almost every community
in the UK and touch many millions of lives. Our
significant role in the financial services sector is a
privilege, and one that comes with important
obligations.
As a UK-focused bank, we have an important role
to play in supporting the UK’s economic recovery.
We need to demonstrate that we are meeting our
obligations to our customers by continuing to give
them access to the finance, savings and
investment products and banking services they
need. Whilst our main contribution to society is
our direct economic impact, we strongly believe
that this must also be supported by our active
investment in the communities in which we
operate.

OUR PERFORMANCE IN 2010
• £79 billion of new lending to homeowners
and businesses

• 32 per cent share of all new social bank
accounts opened during the year

• £30 billion of gross new mortgage lending to
UK homeowners

• £76 million invested in UK communities

• £11 billion of new lending to small and
medium-sized enterprises
• 100,000 new business start-ups financed
• £5 billion in new lending to first-time home
buyers
• 5 million new savings accounts

• £4 million ‘Money for Life’ financial capability
programme launched
• £480 million given to the Group’s charitable
Foundations over the past 25 years
• 5 million school children took part in the
Lloyds TSB and Bank of Scotland National
School Sport Week

ECONOMIC & SOCIAL IMPACT
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SUPPORTING THE UK’S ECONOMIC RECOVERY

AWARD
In 2011, Lloyds TSB was named
Bank of the Year for the seventh
year running at the Real FD/CBI
Excellence Awards for our
support for customers during
and since the downturn

We know that there are those who believe
that the banks are not lending enough, and
that it is difficult for people to obtain loans.
We believe that at Lloyds Banking Group we
are playing a very active part in the economic
recovery. Indeed, as a UK-focused bank, we
have a vital interest in supporting its recovery.
In 2010, we extended over £79 billion of new
lending to homeowners and businesses. As a
predominantly UK bank, the vast majority of
this lending was conducted in the UK.
We exceeded the mortgage and business
lending commitments made by the Group to
the Government for the year ending February
2011. Under the terms of our lending
commitments to the UK Government, we
agreed to make available gross new lending of
£67 billion in the 12 months to 28 February
2011, of which £23 billion would be extended
to homeowners and £44 billion to UK
businesses.
In the 12 months to 28 February 2011:
• We extended £23.5 billion in gross mortgage
lending (excluding re-mortgages) in the 12
months to 28 February 2011.
• We also provided £11.7 billion of gross
lending to small and medium-sized
enterprises (SMEs) and £37 billion to larger
business in the 12 months to 28 February
2011, exceeding our lending commitment by
£4.7 billion.
These achievements are the result of our
continuing efforts in lending to businesses and
homeowners across the UK.

SUPPORTING UK HOUSEHOLDS
During 2010 we extended £30 billion of gross
mortgage lending (including remortgages) to
UK homeowners, representing around 1 in 5 of
all new mortgages in the UK.
We are an industry leader in our support for
first-time buyers. In 2010, we helped more than
50,000 people buy their first homes,
extending more than £5 billion in new lending
to first-time buyers. This represents 23 per cent
of our gross new lending for house purchasing
in 2010. We approve eight out of ten first-time
buyer applications.
We also support key Government initiatives,
including the Homeowner Mortgage Support
Scheme, Mortgage Rescue Scheme and
Support for Mortgage Interest Scheme. We
are an industry leader in our support for
shared equity and shared-ownership schemes.

SUPPORTING UK BUSINESSES
We made available £49 billion of committed
gross lending to UK businesses in 2010, of
which £11 billion was for SMEs. This overall
figure is £11 billion ahead of 2009.
We continue to approve over 80 per cent of
lending applications from SMEs. We grew our
net lending to core SME customers by 2.1 per
cent in 2010 which compares favourably with
the industry-wide reduction in SME lending
reported in the latest available market
statistics.
As the UK’s biggest provider of start-up
finance, we play an active part in developing
the entrepreneurial culture of the UK. We
helped more than 100,000 new business
start-ups last year.

Have you
started
lending again, and
who are you
lending to?
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We have announced that, along with four other
major banks, we will help support the
economic recovery by jointly providing the
capacity if sufficient demand emerges to
support gross new lending of £190 billion to
creditworthy UK businesses in 2011, including
£76 billion to small and medium-sized
businesses.
In the first quarter of 2011, we extended £10.3
billion of committed gross lending to UK

ECONOMIC & SOCIAL IMPACT

businesses, of which £3.3 billion was to SMEs.
In 2011 so far we have helped over 32,000
start-ups, taking the total number of start-ups
supported for the twelve months to March
2011 to over 112,000.

Finance Guarantee Scheme. To date we have
offered more than 4,000 loans, nearly 30 per
cent of total loans granted under the scheme,
totalling around £300 million of funding being
made available to SMEs across the UK.

We also actively participate in all the main
Government lending programmes designed
to help small businesses access the finance
that they need. We are one of the most active
lenders under the Government’s Enterprise

HYKEHAM CHIROPRACTIC
Enterprise Finance Guarantee Scheme Case Study
Two former chiropractic students who met at college in Wales
re-united to open their first practice with the help of Lloyds TSB
Commercial.
Lisa Crisp was working at Chirohealth Clinic in Lincolnshire when
Amy Houghton applied for a job, unaware that her college friend
was already an employee there. After three years of working
together the pair jumped at the chance to take on the Hykehambased practice from their employers, who wanted to concentrate on
their other clinic in Scunthorpe. The pair secured a six-figure
Enterprise Finance Guarantee loan from Lloyds TSB Commercial to
refurbish and rebrand the clinic, which has now re-opened as
Hykeham Chiropractic.

PROWELD ENGINEERING SERVICES
Enterprise Finance Guarantee Scheme Case Study
Proweld Engineering Services, based in Ellesmere Port, secured
a £1.2 million MoD contract after Lloyds TSB Commercial
provided a £350,000 Enterprise Finance Guarantee loan.
Established in 1998, Proweld Engineering Services is a mechanical
engineering contractor that provides pipe and steel work
fabrications and plant refit services to companies in the nuclear,
petrochemical, chemical and food processing industries.
Since becoming a limited company in 2004, the firm has invested
significantly in gaining the necessary various ISO accreditations it
requires to target new sectors and bigger contracts. It also
boosted its capacity by relocating to larger premises. The
Government-backed EFG loan from Lloyds TSB Commercial
alongside flexible overdraft facilities gave Proweld sufficient scale
to secure the MoD contract. As a result, Proweld is adding a new
project manager and 12 new welders to its 50-strong team.
Tony Meadows, managing director of Proweld Engineering
Services, said: “Winning the new MoD contract wouldn’t have
been possible without the funding provided by Lloyds TSB
Commercial, which has been crucial to our growth and has
enabled us to tender for and win large contracts.”
Roger Aitchison, relationship manager for Lloyds TSB Commercial,
said: “Significant expansion can often drain a company’s cash flow,
but by working closely with Tony we were able to provide a
funding solution that would ensure the firm could cover the cost of
its increased overheads.”

“Once we had agreed to take on the practice, Lloyds TSB
Commercial was a great help. Lisa and I are good at cracking backs
but we needed a bit of help cracking a business plan and the bank
has a lot of experience working with healthcare practices so was
able to give us great insight into how we should structure things.”

ECONOMIC & SOCIAL IMPACT
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FINANCIAL INCLUSION

What are
you doing
to look after those
people who can’t
easily access
mainstream
financial
services?

Our approach to financial inclusion aims to
increase access to banking and credit, while,
at the same time, developing consumers’
financial literacy and understanding. We aim
to lead the banking sector in reaching those
that are financially excluded and equip them
with the confidence and capability to manage
their money effectively. We also have a strong
commercial interest in helping to create a
nation of consumers who are both
comfortable and confident in dealing with the
financial services sector.
In 2010, we published our first stand-alone
Financial Inclusion Report, setting out our
financial inclusion strategy and our future
agenda. We have established a Financial
Inclusion Steering Group to oversee our
activities and strengthen our strategic
approach.

SOCIAL BANKING
We are the UK’s biggest provider of social
bank accounts. We currently provide over 4.2
million social bank accounts. Social bank
accounts – often known as basic bank accounts
– are a simple form of current account that are
open to anyone, regardless of credit rating, as
long as they have not been convicted of fraud
or are an undischarged bankrupt. They offer
basic money transmission facilities, but do not
provide overdrafts or cheque books. They
enable customers to pay household bills by
direct debit, which can save them money when
compared with other methods of payment.
In 2010, we opened 260,000 new basic bank
accounts, representing a 32 per cent share of
all new basic bank accounts. We also launched

a new facility for our social banking customers
to make cash and cheque deposits at Post
Office counters. This underlines our
commitment to increasing customers’ access
to banking services.
Over time, as customers improve their credit
ratings, we can help them move to a full facility
current account. It is important that, as
people’s circumstances change, they are able
to make use of mainstream services. In 2010,
we upgraded over 160,000 basic banking
customers to full facility bank accounts.

FINANCIAL INCLUSION STEERING
GROUP
The Financial Inclusion Steering Group drives a
rolling programme of ten work streams to
champion the Group’s financial inclusion
strategy and activity. The work streams are
headed by senior management from across
the business including our Savings Director,
Personal Current Account Director, Managing
Director of Lloyds Banking Group Scotland
and Head of Education and Not for Profit
Banking.
These work streams are:
• Social banking
• Financial education
• Social inclusion ATMS
• Helping customers in difficulty
• Colleague volunteering and engagement
• Access to credit
• Encouraging saving
• Fostering enterprise
• Grand central savings
• Insurance

During 2010 we provided the Government’s
Financial Inclusion Taskforce with insights and
data we gain from our significant market share
of social bank accounts, to help them
understand the behaviour of vulnerable social
banking customers. The Financial Inclusion
Taskforce published their final report on
banking services for poorer households in
December 2010. In the future, we will engage
with the Government’s Social Justice Cabinet
Committee to address this issue.

CASE STUDY
UNLOCK working with reformed
offenders
Halifax is working in partnership with the
National Offender Management Service
(NOMS) and UNLOCK, The National
Association of Reformed Offenders, to
provide individuals leaving prison with
access to banking facilities. Through the
partnership, operating in three prisons,
reformed offenders are provided with
financial capability training and help in
opening a basic bank account. Previous
work by NOMS and UNLOCK has shown
that having access to banking facilities
helps reformed offenders resettle back
into the community and avoid reverting
to crime.
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OUR SOCIAL BANK ACCOUNTS,
AS AT DECEMBER 2010
No. social
bank
accounts

No. social
bank
accounts in
deprived
areas

England

3,645,711

361,624

Wales

233,385

17,394

Scotland

355,671

8,705

1,490

0

Not stated

9,232

0

Total

4,245,489

387,723

NI
1

1

For some accounts, particularly those opened some years
ago, customers were not required in the application process
to state which of the home nations they live in.

SUPPORTING SAVERS
Regular saving enhances long-term
independence and opportunity by providing a
pool of assets to draw on during periods of
financial difficulty. We offer a comprehensive
range of savings accounts. We are the only
bank to offer social banking customers a
bespoke Christmas savings account, the
Halifax Christmas Saver. This is an important
part of our work to help close the savings gap.
Customers can save between £5 and £200 per
month and at the end of the savings period,
each October, customers are able to take their
savings in the form of either cash or vouchers.
In 2010, we opened over 1,000 new Christmas
Saver accounts. Customers saved an average
of almost £300 each in these accounts towards
the cost of Christmas.

BANKING SERVICES IN
DEPRIVED AREAS
We are continuing to work in some of the most
deprived areas of the UK to bring banking
facilities to those most in need of them. In the
east of London, there are high levels of
poverty. In Stratford, East Ham and the
surrounding areas, higher volumes of basic
bank accounts are taken out. We have
improved our services in branches in these
areas by providing multi-lingual information
leaflets on how to manage basic bank
accounts. We have published information in
Polish, Lithuanian, Romanian, Urdu, Gujarati,
Punjabi and Hindi as a high concentration of
residents here speak these languages.

4-day business
training course
at ELSBC

CASE STUDY
Our partnership with East London
Small Business Centre
East London Small Business Centre
(ELSBC) was set up over 33 years ago to
tackle unemployment in marginalised
communities in east London. ELSBC
provides finance and expertise to
micro-enterprises and small businesses
to create jobs and prosperity. Since its
inception, over 12,000 people have
been helped in gaining financial
independence through enterprise. In
2010, ELSBC supported over 281 new
business start-ups, creating over 350
jobs as a result.
Lloyds TSB has worked in close
partnership with ELSBC for over 11
years, providing expertise, practical
support and sponsorship towards
running costs. We provide significantly
more support to ELSBC than any other
bank.

SUPPORTING SMALL BUSINESSES IN
DEPRIVED AREAS
We are committed to providing support to the
businesses in every area of Britain, including in
deprived areas. We track and publish our
lending to small businesses in deprived areas.
Our lending to small businesses in the 5 per
cent most deprived areas of the UK increased
to £364 million (as at June 2009). We currently
have 28,000 small business customers, with a
turnover of up to £1 million, in deprived areas
across the UK. We lend more money to
businesses in deprived areas than the industry
average. Businesses in deprived areas
benefited from 4.1 per cent of our lending, in
terms of loans and overdrafts, in 2010,
compared to an industry average of 3.9 per
cent as at June 2009. The British Bankers’
Association will publish lending data for 2010
in autumn 2011. Through our commitment to
lending to businesses in deprived areas we are
helping to stimulate enterprise, employment
and regeneration in these areas.

COMMUNITY FINANCE INITIATIVES
AND CREDIT UNIONS
We make a significant contribution to
community finance initiatives and community
credit unions, which offer small amounts of
credit that customers would otherwise be
unable to obtain. These loans tend to be
focused on low income individuals. We
operate over 100 accounts for community
credit unions across the Group.

In Tower Hamlets, we are heavily involved with
local charities to make access to banking
facilities more achievable. Halifax is working in
partnership with Toynbee Hall, a charity based
in Tower Hamlets, to reduce financial exclusion
amongst local residents. We have produced
leaflets advertising the services offered by the
charity and will be distributing them through
branches in the local area. We have also been
working with Toynbee Hall to help customers
who do not have access to the usual
identification documents, to find alternative
ways of proving their identity so an account can
be opened for them.

CASE STUDY
‘Financial Freedom’ in collaboration with the Financial Mail on Sunday
We are collaborating with the Mail on Sunday to produce a newspaper given to all female
prisoners upon their release, providing practical advice on financial services. We are funding
the newspaper and helping to inform the content. It includes case study articles of reformed
female prisoners, focusing on how they have overcome challenges and financial difficulties to
achieve success, and information on where to get help and advice on financial matters when
leaving prison. Future issues will include details on how to open bank accounts, so that they
have a safe place to keep their money and reduce the risk of reoffending.
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FINANCIAL EDUCATION

What are you
doing to make
sure people have a
better understanding
of how to manage
their money?
We take seriously our responsibility to do
more to raise the levels of general financial
understanding across the communities we
serve. We are working closely with the
Government and other stakeholders to deliver
this.

FINANCIAL EDUCATION
We worked with the FSA to pilot their
Moneymadeclear guides. These are now
produced by the Money Advice Service and we
make them available through all our branches.
The Money Advice Service is an independent
body that aims to help consumers manage
their money better and make informed choices.
The guides form part of a range of initiatives
designed to help consumers manage their
money, keep track of their finances, plan ahead,
make informed decisions about financial
products and stay up to date about financial
matters.
The Group’s charitable Foundations fund
grassroots charities and organisations that
deliver financial advice and information to
disadvantaged people. They are currently
providing grants to Citizens Advice Bureaux
(CAB) in England, Wales, Scotland, Northern
Ireland and the Channel Islands.

MONEY FOR LIFE
In 2010, we launched ‘Money for Life’, our new
£4 million financial capability programme for
the further education sector. We are partnering
with skills agencies in each of the four nations of
the UK to deliver the programme. It aims to
develop the capacity of the further education
sector to improve the financial capability and
personal money management skills of the three
million people they serve. Over the next two
years we will also aim to train 500 of our
employees through the Money for Life
programme, to enable them to support our
financial education agenda in their local
communities.

England
In England, the National Skills Academy for
Financial Services (NSAFS) has developed two
curriculum resources that will enable tutors,
support workers and community workers to
gain one of two accredited qualifications in
financial capability. One qualification (‘Teach
Me’) will help participants improve their
financial knowledge. The other (‘Teach Others’)
will train participants to facilitate financial
education workshops. In 2011, Money for Life
will train trainers who will promote and deliver
courses to enable over 1300 practitioners
across the UK to achieve one of the two
qualifications.

Wales
In Wales, Further Education colleges
work-based learning, and a range of third
sector stakeholders came together in five focus
groups to create action plans and tailored
resources for colleges, organisations and
learners. These include online resources, ‘how
to’ guides and training programmes. The focus
groups addressed topics such as how effective
money management contributes to
employability; and how to engage young

parents and young people not in education,
employment or training to improve their
financial capability and life chances.

Scotland
In Scotland, Money for Life funded the creation
of a DVD, scripted and produced by drama
students at James Watt College, to raise
awareness of financial issues amongst young
offenders and those at risk of offending. A
second focus group brought together six adult
learning colleges to create an interactive
budgeting game for learners. Stakeholders in
the Highlands, Dundee and Stirling partnered
to create a package of training programmes
including coaching and mentoring, group
management and confidence about financial
capability to help further education tutors and
facilitators gain the skills to provide support to
their diverse learning groups.

Northern Ireland
Educational Guidance Service for Adults
conducted two focus groups in Northern
Ireland. One focus group brought together
tutors from 4 further education colleges to
embed financial capability into the curriculum
on Access Courses. Learners on Access
Courses tend to be older and returning to
learning after a long absence, using the course
as a bridge between further education and
higher education. The tutors developed
resources to provide students with the skills
they need to have greater control of their
finances, ultimately enabling them to stay in
education. A second focus group produced
two 2-hour-long lesson plans which will be
incorporated into ESOL (English for Speakers of
Other Languages) classes that support migrant
workers.

www.moneyforlifeprogramme.org.uk

28

Lloyds Banking Group
Responsible business report 2010

ECONOMIC & SOCIAL IMPACT

COMMUNITY INVESTMENT

LLOYDS BANKING
GROUP IS THE
BIGGEST
CORPORATE
INVESTOR IN UK
COMMUNITIES

Our economic contribution to society is
supported by active investment in
communities and our charitable giving
programme. Lloyds Banking Group is the
biggest corporate investor in UK
communities. We invested £76 million in
communities in 2010, including support for
financial inclusion and capability, sponsorship
of sports for young people and support to the
Group’s charitable Foundations.
In addition, we made a significant investment
in the provision of social bank accounts, to
help bring those who are excluded from
mainstream financial services into the financial
system.
This year, Lloyds Banking Group was
awarded Business in the Community’s
CommunityMark, the national standard that
publicly recognises excellence in community
investment. We achieved the award on

account of our impressive range of community
programmes and the extent to which these
are integrated throughout the Group.

FUNDING GRASSROOTS CHARITIES
Much of the Group’s charitable giving is
through the Lloyds TSB Foundations and Bank
of Scotland Foundation – five independent
charitable Foundations supported solely by
the Group. In the last 25 years, more than £480
million has been invested in small, grassroots
charities across the UK through the Lloyds TSB
Foundations. In 2010, the Bank of Scotland
Foundation was established to take forward
our long-term community investment in
Scotland.
Last year, we provided more than £29 million
to the Foundations. This enabled the
Foundations to support over 1,200 charities
across the UK. This investment often covers

charities’ core costs, such as wages for key
employees. In the current economic climate,
when many charities are finding it difficult to
attract funding, the Foundation grants are
helping many charities to survive.

OUR CHARITY OF THE YEAR
PROGRAMME
Our Charity of the Year programme is our
flagship fundraising initiative. It is one of the
largest corporate fundraising programmes in
the UK. The British Heart Foundation (BHF) was
our Charity of the Year from July 2008 to
December 2010. We raised £3.6 million in total
for the BHF through a wide range of employee,
customer and shareholder fundraising
projects. The money we raised funds 15
specialist BHF Heart Nurses and 12 healthcare
assistants, nurses, psychologists and health
educators, who will support 14,400 patients
and their families across the UK.

Save the Children – our Charity of the Year in 2011
Lloyds Banking Group’s Charity of the Year for 2011 is Save
the Children. Working together we aim to raise at least £1
million to fund 52 Save the Children Families and Schools
Together (FAST) projects in some of the UK’s most
disadvantaged communities.
FAST is a unique programme that brings together children
and their parents, schools and community volunteers in a
supportive environment to ensure that children get the best
possible start to their school life. It helps coach parents on
how to support their children’s development by engaging
them in educational activities and building their confidence,
helping parents take a more active role in their children’s
schooling and their local communities.

Registered charity England and Wales (213890) Scotland (SC039570)
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What are
you doing
to support the
communities where
you operate?

MATCHED GIVING

EMPLOYEE VOLUNTEERING

MAKING A DIFFERENCE AWARDS

Our employees are our strongest link with the
local communities in which we operate. We are
committed to enabling employees to make a
contribution to communities.

Our annual Making a Difference Awards
celebrate employees who make an exceptional
contribution to charities and community
groups. There are seven different award
categories, ranging from ‘best individual
fundraisers’ to ‘most supportive managers’ –
those who have supported colleagues and
built community activity into business activity.
We received over 250 nominations for the
2010 awards, which were judged by the Chief
Executive of the Lloyds TSB Foundation for
England and Wales, Linda Kelly, and a panel of
senior managers from across the Group. The
award ceremony was hosted by Group
Executive Director, Wholesale, Truett Tate, and
awards were presented by broadcaster and

As one of the UK’s biggest employers, our
colleague volunteering initiatives can make a
real difference. In 2010, we launched our Day to
Make a Difference volunteering programme.
This enables all Lloyds Banking Group
employees to spend one day a year during
work time volunteering for a charity or local
community project of their choice. Over 7,300
employees volunteered during 2010 in their
local communities, through this programme
and other volunteering initiatives.

Through our Matched Giving scheme,
operated by our charitable Foundations, we
enable employees to maximise their
contributions to the charities and causes that
are important to them. In 2010, employees
could claim up to £500 from the Foundations to
match funds they raised for charity, including
our Charity of the Year, or time given in
volunteering. This has been raised to £1,000
per employee in 2011. In 2010, our colleagues
claimed £1.3 million in matched funding, raising
£3.2 million for charities in the process.
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businessman Martyn Lewis CBE, who is
Chairman of the National Council for Voluntary
Organisations.

LONDON 2012 PARTNERSHIP
As the Official Banking and Insurance Partner
of the London 2012 Olympic and Paralympic
Games, we are using the power of the London
2012 Games to inspire young people to do
more sport through Lloyds TSB and Bank of
Scotland National School Sport Week,
delivered in partnership with the charity Youth
Sport Trust in England and Wales and
sportscotland in Scotland. In 2010, 14,000
schools and five million young people took
part.
We also support the future stars of Team GB
and ParalympicsGB through our Local Heroes
programme which will have provided funding
to more than 1,000 emerging young athletes
across Britain by 2012. Athletes receive a
financial award to help towards their training,
equipment and travel costs.

OLYMPIC TORCH RELAY
We’re giving our customers, employees and
the British public the chance to get involved
and nominate someone to carry the Olympic
Flame as we help bring the London 2012
Olympic Torch Relay to communities across
Britain.

ST MARK’S ACADEMY, MITCHAM, LONDON
180 employees from our Retail HR and Communications team held a
volunteering day with a difference as they took over a school for the day
at St Mark’s Church of England Academy in Mitcham, South London.
Many of its students live in challenging circumstances and have already
experienced great difficulties in their lives. The school is currently bottom
of the league table for London. The purpose of the day was to encourage
students to be the best that they can be, and for our colleagues, to be
proud of the difference they can make in communities.
750 students aged 11-18 took part in the day, which was organised and
sponsored by HR Director, Russell Martin’s team. Former Olympians Roger
Black MBE and Steve Backley OBE ran morning assembly sessions on ‘Why
Bother?’ to pupils about to sit GCSE exams, and sports lessons in the
afternoon. Colleagues developed engaging lesson plans and took over
teaching duties for the morning followed by student activities which
culminated in a creative end-of-day Olympic Closing Ceremony.
We received overwhelmingly positive feedback from pupils, teachers and
colleagues and will maintain a relationship with the school through
coaching, mentoring and volunteering.

BANK OF SCOTLAND MIDNIGHT LEAGUE
The Bank of Scotland Midnight League is a 5-a-side
community football programme which we run in
partnership with the Scottish Football Association.
The Midnight League programme aims to keep young
people off the streets, and reduce crime levels and
antisocial behaviour by providing football training late on
weekday and weekend evenings. Working with police
forces, local authorities and football coaches we have
extended the programme to all 32 local authorities in
Scotland, helping over 3,000 young people take part. A
recent study indicates a reduction in antisocial behaviour
by as much as 30% in some local authority areas when the
Leagues are in session. In 2010, we signed a new three-year
agreement which will see Bank of Scotland complete a
decade of support for the Midnight Leagues.
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25 YEARS OF SUPPORT FOR CHARITIES

CITIZENS ADVICE BUREAU, BELFAST
The Lloyds TSB Foundation for Northern Ireland has
provided a grant of £5,000 towards a new Citizens
Advice Bureau (CAB) Migrant and Ethnic Minority
Community Financial Inclusion Project in Belfast.
The grant contributed towards total project costs to
enable CAB to deliver two outreach sessions per week
and three office-based advice sessions to migrant and
ethnic community groups. As part of the project CAB
also delivers financial capability sessions to
organisations that work with migrant and ethnic
minority groups, for example, health trusts and social
work teams, to help increase their capacity to promote
financial inclusion. They also recruited and trained four
volunteers from the target communities to help
increase information sharing and peer to peer learning.
Find out more at: www.lloydstsbfoundationni.org

THE COMMUNITY CHARITABLE TRUST,
JERSEY
The Lloyds TSB Foundation for the Channel Islands
provided a grant of £45,000 over three years to the
Community Charitable Trust in Jersey.
The Trust operates in a similar way to a credit union to
provide help for those in need of financial support,
educate people in budgeting and to provide savings
facilities, personal loans and emergency loans. The
grant has enabled the Trust to appoint a further officer
to deliver a project to expand into communities outside
St Helier, in order to set up community savings groups
and help address increasing personal debt problems
across the Island.
Find out more at: www.ltsbfoundationci.org

PROJECT CHALLENGE – CALDERDALE
The Lloyds TSB Foundation for England & Wales awarded Yorkshire charity,
Project Challenge, a £40,000 grant in 2010 to invest in the charity’s work
with young people not in education, employment or training.
Calderdale-based Project Challenge delivers intensive training programmes
to young people between the ages of 16-24, combining classroom learning
with tough physical challenges. Its aim is to unlock young people’s potential by
developing their confidence, enabling them to achieve qualifications and
increase their self-esteem. Project Challenge won an ‘Oscar’ for their work at
Voluntary Action Calderdale’s fifth Annual Volunteers Oscars in June 2010.
Find out more at: www.lloydstsbfoundations.org.uk

THE DWARF SPORTS
ASSOCIATION, DERBYSHIRE

BANK OF SCOTLAND FOUNDATION
GRANTS 2010

The Lloyds TSB Foundation for England
and Wales has provided a grant of
£16,000 to the Dwarf Sports
Association UK, a charity based in
Dronfield.

The Bank of Scotland Foundation awarded
three grants totalling £50,000 when it
launched in November 2010.

The charity organises national and
regional sporting events for people of
restricted growth, providing facilities
and coaching to athletes training for the
2012 Paralympic Games. They also
support a network of regional volunteers
who offer support on a range of subjects
such as how to cope with bullying and
health issues as well as providing
information and advice to parents,
siblings and carers. The Foundation’s
grant contributes towards training the
regional volunteers who act as a first
point of contact for members.
Find out more at:
www.lloydstsbfoundations.org.uk

The Foundation awarded Interest Link
Borders a grant of £10,000 to help support its
befriending service, where they match
people with learning disabilities with
volunteers, who meet regularly to do
activities together.
National Autistic Society Scotland received
£15,000 to help its work developing innovative
services to support the 50,000 people in
Scotland who are affected by autism.
Citizens Advice Bureau received a grant of
£25,000 to support money advice services
across its five Edinburgh-based bureaux.
Find out more at:
www.bankofscotlandfoundation.org

BUILDING RELATIONSHIPS
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BUILDING RELATIONSHIPS

WHY IT’S
IMPORTANT
We know we have much work to do as an
industry to rebuild trust and relationships with
our stakeholders. Our starting point is with our
customers. As a bank, we have long-term,
sometimes lifelong, relationships with our
customers. We are entrusted with peoples’
money – their savings and pensions, their
mortgages, their business bank accounts.
Ensuring we maintain and build customers’ trust
is core to the sustainability of our business.
Only by focusing on customers’ needs, and
addressing those needs, can we expect to deliver
benefit to all our stakeholders.
As a relationship-led business, our people are our
most valuable resource. They are the Group’s
ambassadors. Building strong relationships with
our people, and helping them to develop, is
therefore fundamental to the success of the
business and achieving our vision of being the
best bank for our customers.

OUR PERFORMANCE IN 2010
• 75,000 customers contacted every month as
part of our customer feedback process

• 1st bank to communicate with customers on
Twitter and YouTube

• 90 per cent of customer complaints are now
resolved straight away in a branch or over the
phone

• 600 Business & Environment Managers
trained

• Free mobile banking for all Lloyds TSB
customers

• 93 per cent of colleagues say they work
beyond what is required to help Lloyds
Banking Group succeed

• Money Manager online tool launched to help
customers track their spending patterns

• 900,000 courses on the new Learning @
Lloyds Banking Group website
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CUSTOMER RELATIONS

LISTENING TO OUR CUSTOMERS
Every month we contact 75,000 customers as
part of a systematic customer feedback
process. We listen carefully to what our
customers tell us, both good and bad, and use
this to make changes where necessary. Often,
we learn about the small things that cause
frustration to customers. By listening to our
customers, we can quickly put things right.
In 2010, we launched a campaign to identify
and remove any policies and processes that
are not helpful to our customers. As part of the
campaign we ask customer-facing colleagues
in our Retail business to come forward with any
policies and processes that cause irritation to
our customers. Colleagues can highlight these
in a dedicated section of our Groupwide
intranet site. Since the campaign was launched
in December, 67 policies have been removed,
improved, or are in the process of being
implemented.
Some examples of the improvements we have
made through this campaign include:
• Fraud victims’ accounts are now returned to
normal within 24 hours, including refunds for
any fees and charges incurred as a result of
the fraud. This will benefit 200,000 customers
a year.
• Our credit limit reduction letters for credit
cards will now state the reason why we are
reducing the credit limit. This will improve
transparency for 85,000 customers a month.
• Lloyds TSB customers can now tell us when
they are going abroad so that we do not stop
any debit card transactions abroad during
this period of time. This will benefit 350,000
customers a year.

ADDRESSING CUSTOMERS’
COMPLAINTS
The vast majority of our customers are happy
with the service we provide. When we do
receive complaints, we take these very
seriously, and ensure that they are dealt with
quickly, fairly and consistently.
Since August 2010 banks are required to
report their full complaints data publicly under

WE SEEK
FEEDBACK FROM
75,000 CUSTOMERS
EVERY MONTH ON
WAYS TO IMPROVE
OUR SERVICE

new FSA rules. We welcome this initiative as it
greatly increases industry-wide transparency
on customer complaints for all stakeholders.
In the second half of 2010 the number of
complaints we received increased by 14 per
cent from 288,717 to 329,761. This increase is
due to a rise in Payment Protection Insurance
(PPI) complaints. When PPI complaints are
excluded from the total number, we actually
achieved a reduction of 12 per cent in banking
complaints. This positive trend is as a result of
the steps we are taking to improve our
complaint handling processes as well as
improvements to products and services.
We have given our 40,000 customer-facing
and call-centre employees extra, in-depth
training on handling of customer complaints.
We established a new ‘Phone a Friend’
complaints resolution team in October 2010 to
support customer-facing employees with
immediate, practical advice. We now resolve
90 per cent of complaints straight away in a
branch or over the phone. For the remaining
10 per cent of complaints, customers are given
the name of an individual on the Phone a
Friend team. Customers are also provided with
an estimate of how long the complaint will take
to resolve and when to expect an update.
Overall, we improved our customers’ view of
complaint handling by 10 points in 2010.
However, we know we have to work to reduce
the number of complaints we receive in the
first place if we are to achieve our goal of
becoming the best bank for our customers.
We have publicly committed to a target of
reducing the number of complaints that are
not resolved within the first 48 hours by 20 per
cent in the first half of 2011.
70 senior leaders in our retail bank are
spending one day per month working in
complaint handling – dealing with complaints
and experiencing our customers’ concerns first
hand. This will help us to more quickly identify
and fix the things that cause complaints.

PAYMENT PROTECTION INSURANCE
Payment protection insurance (PPI) insures
customers against an inability to make
repayments on credit they have taken out –

such as loans, mortgages and credit cards –
due to accident, illness or unemployment.
Originally, PPI was sold at the point of sale of a
credit product. Our PPI products were good
quality – our Lloyds TSB product was awarded
five stars (excellent) by independent assessor,
Defaqto. However, we do acknowledge that in
some cases the sale of PPI did not meet our
high standards.
Last year, the FSA announced new rules about
how to handle PPI complaints about mis-selling
which they wanted applied retrospectively to
past sales. This was challenged by the British
Bankers’ Association (BBA) and subsequently a
judicial review into complaints handling was
launched in October 2010 with the outcome
known in April 2011. During this time,
complaint volumes about PPI increased
particularly as Claims Management
Companies encouraged consumers to query
their PPI policies. Whilst the judicial review was
being heard, complaints which may have been
affected by the outcome of the judicial review
were put on hold.
The High Court ruled against the BBA on the
20 April 2011. Following this announcement
and subsequent discussions with the FSA and
the Financial Services Ombudsman, we
decided to end our participation in the BBA’s
judicial review. We were the first of the major
banks in the UK to make such an
announcement.
We recognised that customers were facing
long delays in respect of their PPI sales-related
complaints during the BBA’s judicial review.
We wanted to do the right thing by our
customers and on 5 May 2011, decided to
implement the FSA’s policy statement and new
rules in full. This decision is sensible, prudent
and the right thing to do. Our customers are at
the heart of our business. This decision is good
for customers as it brings clarity to those that
are affected. We have set aside £3.2 billion for
the potential costs of redressing customers’
PPI sales-related complaints. We are
proactively contacting affected customers and
are dealing with queries and complaints as
quickly as possible.

BUILDING RELATIONSHIPS

INNOVATIVE PRODUCTS AND
SERVICES
We work hard to introduce new and innovative
products that respond to customers’ evolving
needs, underlining our commitment to
building long-term relationships with our
customers.
In 2010, Halifax launched the Cash ISA
Promise, an industry-leading move to help
drive a fairer deal for customers when
transferring their cash ISA. The Cash ISA
Promise enables all customers transferring
their existing cash ISA to Halifax, to earn
interest from the first day that we receive their
completed transfer form. It was launched in
response to industry-wide concerns that ISA
transfers take too long, costing consumers
millions in lost interest. Lloyds TSB and Bank of
Scotland have also committed to paying
customers interest upon receipt of their ISA
applications. Since the Cash ISA Promise was
launched, we have increased the ISA pots of
UK savers by an extra £7.5 million in interest.
Halifax also launched a ‘No Fees’ First Time
Buyer Mortgage early in 2011. The mortgage
offers Halifax current account customers a 90
per cent loan-to-value mortgage at a two year
fixed-rate of 5.79 per cent. It has been
specifically designed to help first-time buyers
by paying the fees on their mortgage.
The Halifax Clarity credit card, launched in July
2010, leads the market on simplicity and value.
It is a back to basics credit card that charges
one flat rate of interest – below the market
average – across all transactions. It does not
charge foreign exchange fees on purchases or
fees for cash withdrawals from overseas ATMs,
considerably cutting the cost of travel money
for holidaymakers. The card was launched to
counter confusion around fees and spending
on cards.
Lloyds TSB’s unique ‘Lend a Hand’ mortgage
enables buyers to take out a mortgage with a
deposit of as little as 5 per cent at an equivalent
rate to borrowers with a significantly bigger

AWARD
Our Lloyds TSB online
banking site won first place
in the 2010 Experian Hitwise
UK Online Performance
Awards for Banks and
Financial Institutions

deposit. The mortgage is linked to the savings
of a helper, such as a family member, to ‘top
up’ the deposit to 25 per cent of a property’s
value.
Originally launched for first-time buyers, in
2010 ‘Lend a Hand’ was extended to all home
movers. Most lenders do not offer deals for
customers moving house unless they have a
deposit of at least 10 per cent. We extended
this product to home-movers in recognition of
the challenges faced by ‘Second Steppers’ of
securing an adequate deposit. Second
Steppers are those still living in their first
homes, but looking to take their next step up
the housing ladder. According to research
conducted by Lloyds TSB, they are the
segment of the market most likely to have their
equity levels affected by a reduction in house
prices. They typically bought their homes at
the height of the market, and, due to market
conditions, have not benefited from any
increase in their equity.
Lloyds has also launched a new Equity Support
Scheme which enables existing customers with
low or negative levels of equity to move home.
This is a flexible solution that enables
customers to move location to a property of
the same value, buy a larger property or
downsize, depending on their needs, enabling
them, for example, to move for a job or start a
family.

INCREASING TRANSPARENCY
We took a number of industry-leading steps in
2010 to improve transparency for savers.
Lloyds TSB and Halifax have taken steps to:
• Ensure current interest rate information is
clearly visible online and on paper
statements.
• Ensure that all of our savings accounts are
open to both new and existing customers.
• Ensure that an online calculator is available to
help customers work out exactly how much
interest they can earn in different accounts.
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During 2011, all of the Group’s main savings
brands, including Lloyds TSB, Halifax, Bank of
Scotland, Cheltenham & Gloucester and
Birmingham Midshires will publish savings
interest rates on customer statements.
We are also investing in tools to help
customers have greater control of their money.
Lloyds TSB’s cutting edge online ‘Money
Manager’ service helps customers track
spending patterns and manage their finances.
It provides a combined view of spending
across Lloyds TSB personal current accounts
and credit cards, and can break down
customers’ expenditure under categories such
as bills and shopping, helping them to budget.

INTERNET AND MOBILE BANKING
Over 7 million of our customers actively use
online banking. Our Lloyds TSB online banking
site won first place in the 2010 Experian
Hitwise UK Online Performance Awards for
Banks and Financial Institutions. Three other
Lloyds Banking Group sites also featured in the
top ten.
We are continuing to invest to improve internet
and mobile banking services. In 2010, we
introduced an online ISA applications process.
We enhanced the ‘advice and guidance’
section on the Lloyds TSB website to include
budgeting calculators and also became the
first major UK bank to communicate with
customers on Twitter and YouTube.
In 2008, Lloyds TSB was the first bank to enable
customers to transfer money between
accounts using their mobile phones, and
request and receive an up-to-date balance on
demand via their mobiles. In response to
increased demand from customers for
alternative banking options, in 2010 we made
our mobile banking service free to use for all
Lloyds TSB customers. We also improved our
mobile banking application process to make it
quicker and easier for customers to sign up. 1.2
million customers currently use mobile text
alerts to help them manage their money.
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SUPPORTING BRITAIN’S BUSINESSES

WE HAVE MET
MORE THAN
30,000 OF OUR
BUSINESS
CUSTOMERS AT
OUR CHARTER
EVENTS FOR SMES

Our Wholesale division serves in excess of a
million businesses, ranging from start-ups
and small enterprises to global corporations.
We support corporate and commercial
customers throughout the economic cycle to
ensure their financial health, stability and
growth. Through this approach we are able
to build deep and lasting relationships with
customers, and support their ongoing
contributions to the UK economy.

Supporting SMEs
Our SME Charter includes pledges to help
support access to finance, to set out the
terms on which we will lend and to
encourage enterprise. We are running 200
customer seminars nationwide each year
until 2012, on the issues that matter to SMEs
including starting up, employment,
exporting, bidding for London 2012 Olympic
and Paralympic Games contracts, finance
and sustainability. We have met more than
30,000 business customers at these events
so far. We have also launched a similar
Charter for Commercial Finance customers.
In our Charter we promised to help 100,000
businesses start up every year until 2012. In
2010, we helped 105,000 start-ups. We also
offer 18 months’ free banking for start-ups
and six months’ free day-to-day banking for
business customers switching to us.
We have responded to customer requests
for greater access to business advisers by
training 2,500 staff nationwide to open
business accounts and support the needs of
start-ups. We have invested £200 million in
systems to support SME banking and have a
network of 1,500 relationship managers
nationwide, to support customers. In
contrast to many other banks, local lending
discretion is an important part of our service
and our local managers have the authority to
agree loans up to £500,000.

London 2012

Business & Environment Managers

As the official Banking and Insurance Partner
of the London 2012 Olympic and Paralympic
Games, we are leading the way in ensuring
that our small business customers can take
advantage of the contracts that are available.
We have made available £1 billion for
businesses bidding for 2012 contracts and
we have published a guide to help
businesses looking to win London 2012
contracts. One in three contracts awarded
so far have gone to our small business
customers.

We know SMEs want more guidance on
environmental business issues. In response, in
2010 we launched our Business &
Environment Manager programme. We have
trained 600 Business & Environment
Managers across the UK on a bespoke
programme developed in association with the
Cambridge University Programme for
Sustainability Leadership. Our training
programme has achieved accreditation by the
Chartered Banker Institute. We have also
launched a sustainability website for
businesses including an online tool to help

SUSTAINABLITY
CASE STUDY

The club is now installing solar panels on its
roof and is investigating the use of woodchip boilers to help preserve energy and
reduce overheads.

Exeter City Football Club is introducing
new measures to improve their
environmental credentials with the support
of Lloyds TSB Commercial.

Bruce Henderson, business manager at
Exeter City FC, said: “Through recycling,
harvesting and using eco-friendly water
systems we have reduced our carbon
footprint as well as our costs and now run as
a more efficient business. Lloyds TSB
Commercial has provided us with the
support we needed to achieve our business
and sustainability objectives for the club.”

Established in 1904, Exeter City FC was
saved from closing eight years ago as a result
of serious financial problems. The local
community and fans bought the club
through the Supporters’ Trust and Lloyds
TSB Commercial structured a banking facility
that enabled them to open a business bank
account.
Since then, the club has enjoyed great
success on-field; and stabilised its finances
off-field by operating within its means and
introducing a series of sustainable initiatives.
These include harvesting rainwater and
grass, installing eco-shower heads in the
dressing rooms and water saving devices in
the toilets, and movement sensitive lighting
in certain areas of the stadium.

Nigel Stocks, relationship manager for Lloyds
TSB Commercial, said: “Exeter City FC has a
worked extremely hard to become a
successful and sustainable business.
Sustainability is a key issue for all businesses
and Exeter City FC illustrates how easy it can
be to make the slight changes that improve
businesses’ green credentials and help
reduce their overheads.”
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customers manage the environmental risks and maximise the
commercial opportunities in the UK’s drive to a low-carbon
economy. The website attracts an average of 3,000 visits per month.
Access the site at:
www.supportingbusinesses.co.uk/lloyds/sustainability
We are the only major UK bank to provide this type of support to its
business customers.

The Green
Lex Autolease, part of the Group’s Asset Finance division, is the UK’s
largest and most experienced fleet management company. Earlier
this year, Lex Autolease launched ‘The Green’, a website that
highlights why sustainability issues are important when developing
a fleet. It provides a wealth of practical information for fleet
managers to reduce vehicles’ carbon emissions and maximise cost
savings. Access the site at:
www.lexautolease.co.uk/thegreen
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FOYLES
The Business Support Unit helped to put historic London bookstore
Foyles back into the black last year. It had been struggling for years,
hampered by antiquated payment and unconventional shelving
systems. The BSU stepped in during 2006 to get Foyles back on
track. Recognising the strength of the brand, new London stores
were opened at St Pancras station and Westfield shopping centre in
2008. Asset Finance provided funding of £850,000 and BSU agreed
a bridging loan of £800,000 for stock. Foyles was returned to
mainstream banking in May 2010 and was named UK Bookseller of
the Year.
Sam Husain, CEO Foyles: “I have found our regular review meetings
very helpful and constructive. Apart from continuing our banking
relationship and guiding us through some challenging and difficult
trading periods in the past, your help in securing suitable finance for
some of our recent development initiatives, such as the opening of our
new branch at Westfield, has been invaluable.”

Business support unit
We have a team of more than 1,000 experts to help business
customers facing financial difficulties, underlining our commitment
to support customers throughout the economic cycle. Wherever
possible, we work to turn these businesses around and restore their
financial stability so that they are able to return to mainstream
banking. By focusing on helping these businesses recover, we have
an opportunity to deepen relationships and retain loyal customers.
Our Business Support Unit has helped to recover around 1,900
businesses since 2009, protecting more than 35,000 jobs in the UK.
Over 80 per cent of the companies we have helped are SMEs.
In 2011 Lloyds TSB was named Bank of the Year for the seventh year
running, by The Finance Directors’ Excellence Awards in conjunction
with the CBI, for our support for customers during the downturn.
This is the largest independent survey of its kind.

BANKING FOR CHARITIES
We have an important role to play in providing banking facilities for
local community organisations, clubs and societies. These are the
lifeblood of many local communities and we are committed to
supporting them. We offer free banking to support smaller clubs
and charities that have an income under £50,000. This covers
around 7 out of 10 registered charities in the UK and the vast
majority of the hundreds of thousands of small, local voluntary
community groups and unregistered charities. Clubs and charities
with an income of over £50,000 a year benefit from 18 months’ free
day-to-day banking. In excess of 260,000 not-for-profit accounts are
held with the Group.
We also encourage giving time and resources to these groups, and
use the local knowledge of our colleagues to identify where our
efforts can make the biggest difference in a particular community.

AWARD
Lloyds TSB won Best
Charity Account Provider
and the Business Product
Innovation of the Year
awards at the 2011 Business
Moneyfacts Awards

SCHOOL GOVERNORS ONE STOP SHOP
The ‘School Governors One Stop Shop’ is a charity that aims to
recruit volunteers to serve on school governing bodies across
England. At any one time there can be 50,000 vacancies for school
governors. We understand the huge impact a strong governing
body can have on the quality of a school, which is why we are
delighted to include the School Governors One Stop Shop in our
volunteering programme. The skills that many of our employees have
can be vital to the successful running of schools’ governing bodies.
Early in 2011, our Head of Education and Not for Profit for Lloyds TSB
Commercial was invited to join the Board of School Governors One
Stop Shop.
Steve Seath, a relationship manager in our Commercial Banking
business, has been a school governor at St John’s Primary School for
over ten years. He is Chair of the Personnel Committee and leads the
Complaints and Grievances team. Steve has also been involved in
interviewing and hiring new staff for the school, as well as annual
performance reviews for the head teacher. Steve has shared his
experiences with colleagues, some of whom have subsequently also
taken on roles as school governors. Steve says, “As a school
governor, I have been able to utilise the skills learned working with
Lloyds to help guide school policy, but also the experiences I have as
a governor really support my role as specialist education relationship
manager for Lloyds TSB Commercial. ”
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EMPLOYEE CARE

How are
you looking
after the people
who work
for you?
“I have worked flexibly for most of my
working life, and rate Lloyds Banking
Group’s approach to flexible working
as one of the key benefits of working
for them. The business benefits from
me being able to flex my hours in this
way – they have a very loyal,
committed and dedicated member
of staff. When I am at work, I am fully
focused and never have to worry
about arranging time off to meet my
external commitments.”
Mark Haly, Manager,
International Retail Banking IT

We are a business based on building deep and
lasting relationships with our customers through
the efforts of our people. As a relationship-led
business, our people are our most valuable
resource. We are creating an organisation that
attracts, retains and develops the best talent and
one that embraces diversity too. We want to be
recognised as a great place to work.

COLLEAGUE ENGAGEMENT
Our approach is centred on driving colleague
engagement. Engaged employees are more
motivated to understand customer needs and
deliver good customer service. This is one of the
ways in which we will rebuild trust in our industry.
We measure colleague engagement on a regular
basis throughout our organisation via our
colleague engagement survey. In 2010, we
achieved a record response rate of 83 per cent of
employees across the Group. We also recorded
our highest ever employee engagement score.
The score increased from 74 points in the first
quarter of 2010 to 80 points in the last quarter of
2010. This score is 9 points above the UK National
norm, 7 points above the UK Financial Services
norm, and 3 points above the High Performance
norm.

UNION MEMBERSHIP
We have agreements with four trade unions –
Accord, GMB, LTU and Unite – who collectively
negotiate and consult on behalf of most
colleagues in the Group. Around 95% of our
employees are based in the UK, where they are
free to be a member of the trade union of their
choice. It is our policy to support employees’
rights to exercise freedom of association and the
Group have extensive collective bargaining
processes in place across the Group – both in the
UK and overseas. We have not identified any
overseas operations in which these rights are at
significant risk.

65-70 per cent of employees in the UK are
currently members of one of our recognised
Unions. We believe that a strong working
relationship with the unions supports good
employee relations throughout the business and
leads to higher colleague engagement. We have
worked particularly closely with our unions on the
harmonisation of employment terms and
conditions across the new Group, and on the
restructuring of our business. We believe that it is
important to involve unions at an early stage in any
proposed change, often in advance of prescribed
legal consultation timescales of 30 days (where
more than 20 redundancies are proposed) and 90
days (where more than 100 redundancies are
proposed).

WORK-LIFE BALANCE
We want our colleagues to achieve a positive
balance between their work and their lives outside
work. We help them to do this by providing an
opportunity for colleagues to work flexibly. Lloyds
TSB had a progressive approach to flexible
working, which has now been implemented
across the Group. In 2010, we launched a new
Lloyds Banking Group Flexible Working Policy
which gives all employees the opportunity to
apply for a temporary or permanent change of
working pattern, at any stage of their career, and
regardless of their personal reasons for making
the request. Over 30 per cent of our employees
across the Group now work flexibly.

PENSIONS
Pensions form an important element of
colleagues’ remuneration. We make a major
financial investment in our pension schemes and
work closely with the schemes’ trustees to ensure
they are properly supported and funded over the
long term. In 2010, we paid £700 million into the
Group’s pension schemes (excluding the costs of
running the schemes). Across the Group, we have
340,000 members of our pension schemes. We
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provide pensions for 71,000 existing pensioners
with another 161,000 entitled to draw pension
when they reach normal retirement age.
We are committed to supporting our Final Salary
pension schemes and have taken steps to
ensure they remain financially sustainable over
the longer term. This is a very positive
commitment from the Group when many
companies are closing their schemes to existing
members. In 2010, we introduced a cap on our
Defined Benefit schemes to ensure their
ongoing viability.
New joiners to the Group are automatically
included in the Group’s Defined Contribution
scheme, ‘Your Tomorrow’, launched in July 2010.
We already have 11,000 members in the
scheme. In recognition of the quality of ‘Your
Tomorrow’ we were awarded the National
Association of Pension Funds’ Pension Quality
Mark Plus award. We were also awarded ‘Best
Defined Contribution Scheme Innovation’ by the
Pensions Management Institute, and short-listed
for the Defined Contribution Investment
Strategy award.

LEARNING AND DEVELOPMENT
Investing in our people is crucial to retaining and
developing talented individuals. Well-trained,
highly engaged people will interact more
positively with our customers, and build better
relationships with them. In 2010 we provided an
average of 5.4 days of formal learning per FTE, a
significant increase from 2.9 days in 2009. In our
groupwide Colleague Engagement Survey, 77
per cent of employees said they believed they
had the opportunity for personal development,
and 78 per cent said there are sufficient
opportunities for them to receive training to
improve their skills.
In 2010 we deployed a new groupwide Learning
Management System, ‘Your Learning’, to help
simplify employees’ access to learning and
development opportunities. Around 98,000
employees accessed learning via this system in
2010. We also redesigned our corporate
learning facility, ‘Learning @ Lloyds Banking
Group’. This now attracts 1.7 million visits a
month.

DEVELOPING LEADERSHIP
CAPABILITY
We make a significant investment in developing
the capabilities of our senior leaders. In 2010 we
launched new Executive Development and
Leadership and Management programmes,
delivered in partnership with Chicago Booth, a
leading Business School. 73 senior leaders
attended the programme in 2010 and we
expect a further 50 to attend throughout 2011 –
representing around 10% of our senior
leadership team.
To address the needs of the broader leadership
population we have implemented a single
Groupwide Leadership and Management
Curriculum. Since its launch in April 2010, we
have trained 2,875 colleagues face-to-face in a
range of topics including Coaching, Change
Management and Strategic Thinking.
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GENDER EQUALITY
In 2010, Sir Winfried Bischoff, Chairman of
Lloyds Banking Group, became a founding
member of the ‘30 per cent club’, a new
initiative encouraging UK companies to aim for
at least 30 per cent female representation on
their boards by 2015. In addition, we joined the
FTSE 100 Cross Company Mentoring Scheme
in 2010, which aims to increase the number of
female Non-Executive Directors. Alongside
our continued sponsorship of the First Women
Awards, and the Asian Women of Achievement
Awards, we also run the Lloyds Banking Group
Inspirational Women’s Network.
We are working with our unions to understand
salary differences between genders. We are
committed to monitoring salary differences on
at least an annual basis, and share the
outcomes with our unions.

DIVERSITY AND INCLUSION

ETHNIC DIVERSITY

We have a strong track record in supporting
diversity and inclusion. In 2010, we launched an
integrated, leading-edge Diversity and Inclusion
strategy across the Group, covering our
relationships with employees, customers,
suppliers and external branding.

We continue to increase the representation of
ethnic minorities at management levels in the
Group. In 2010 we:

We recognise the need for strong leadership to
help embed our approach across the Group.
Our Diversity and Inclusion programme is
agreed by the Group Executive Committee and
the Board on an annual basis. We have also
established Executive Sponsors for each of the
different strands of our diversity agenda – Truett
Tate for gender and work-balance, Mark Fisher
for disability, and Angie Risley for ethnic
diversity.
We have four colleague diversity networks,
which support our diversity and inclusion
strategy with their unique understanding of their
members’ views and issues. We provide
support, and budget, for the networks, which
are: WIN – Women in Networking; GEM – Group
Ethnic Minority Network; ACCESS – Disability
Network; and RAINBOW – Lesbian, Gay,
Bisexual and Transgender Network.

AWARD
In recognition of the quality of ‘Your
Tomorrow’ we were awarded the National
Association of Pension Funds’ Pension Quality
Mark Plus award. We were also awarded ‘Best
Defined Contribution Scheme Innovation’ by
the Pensions Management Institute

• increased membership of the Ethnic Minority
colleague network (GEM) to almost 1,500
members;
• sponsored leading-edge research and
thought leadership with the Runnymede Trust
– ‘Snowy Peaks: Ethnic Diversity at the Top’
which provided insight into ethnic minority
success and talent at senior levels;
• supported community talent development
through our work with Mulberry School in
Tower Hamlets, a Bangladeshi girls’ school.

DISABILITY
Our approach to disability focuses on:
• providing support to employees and
customers with disabilities;
• helping to meet disabled employees’
aspirations through career development,
mentoring and building public awareness.
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We have a dedicated Personal Development
Programme for disabled employees who need
to build skills such as confidence and
assertiveness. The programme helps delegates
understand the impact of disability on their lives
in and outside of work. We also have online
resources providing support to employees with
disabilities, such as information and guidance on
our workplace adjustment scheme.
In 2010, we launched a new career development
site for disabled managers, to equip them with
the skills they need to reach senior management
positions. We also sponsored and launched the
Radiate Network with the disability charity
RADAR – the UK’s first network for senior
disabled leaders. This year, we are delivering a
new workplace adjustment programme which
ensures that we enable disabled colleagues to
maximise their potential. The programme
comprises a revised policy and guidance for
physical and non-physical adjustments,
end-to-end case management and a centrally
held budget for adjustments to ensure they are
made promptly.

SEXUAL ORIENTATION
Lloyds Banking Group was ranked as the top
private sector employer in the UK in Stonewall’s
2011 Top 100 Employers for lesbian, gay and
bisexual people. The Group was also named as
Top Scottish employer by Stonewall Scotland. In
2010, we delivered our first product advert
targeted at the lesbian, gay, bisexual and
transgender (LGBT) community, featuring a gay
couple. We also sponsored the largest ever
global study of LGBT consumers, the ‘2010 Out
Now Global LGBT Study’ involving 23 countries
and over 8,000 respondents in the UK alone.
The findings provided practical insight, along
with good examples of best practice, that will
help inform our own approach.

Joe Stoneman took part in our
Personal Development Programme
for disabled employees.
“I thought the course was excellent. The
course leaders were inspirational – they did a
great job at encouraging everyone to
participate and talk openly and honestly
about their disabilities and to share the
effects of their disability on their lives.
The course made me realise that energy
spent on worrying about things I can’t change
or influence is negative energy which in turn
has a negative impact on me. I now know that
my life could be just as rewarding and
challenging if I accept my disability and the
inevitable changes this realisation brings. The
course offers a fantastic opportunity to take a
few days to think about yourself, your
impairment, your future and what Lloyds
Banking Group is doing to support us.”
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GENERATIONAL DIVERSITY
As an organisation, we are developing our
thinking on generational diversity. We have
already put a new retirement planning policy in
place which gives employees flexibility when
planning their retirement. It offers various
retirement options including:
• Late retirement, where colleagues can work
beyond their scheme pension age whilst
continuing to make pension contributions.
• Flexible retirement, allowing colleagues to
draw on pension benefits whilst continuing to
work for the Group.
• Flexible working, allowing colleagues to adjust
their work hours, patterns or location to meet
their changing needs.

WELL-BEING
Our employee well-being strategy aims to
prevent work-related illness, promote a
psychologically sound working environment
through good people management and
practices, and provide colleague support and
health advice at times of need.

Our focus in 2010 has been to support
managers and employees with the demands of
organisational change. We have revitalised our
colleague well-being intranet site to enable
employees to more easily access our range of
support services and training materials. Going
forward, we aim to maximise the use of
management information available to us –
including absence statistics, Assistance
Programme usage, and Colleague Survey data
– to enable us to target specific interventions in
the most appropriate way.

HEALTH AND SAFETY
We are committed to achieving the highest
standards of health and safety for our
colleagues, customers and anyone who visits
our premises. In 2010, we focused on
harmonising our health and safety policies and
processes across the Group. We launched a
Lloyds Banking Group health and safety training
suite that will support our aim to achieve ‘world
class’ standards in managing health and safety
across our organisation.
• We delivered a legally compliant harmonised
Group policy and Health and Safety website.

We work with a range of professional external
suppliers to provide our employees with an
integrated and industry-leading range of
support and information. For example, our
Employee Assistance Programme is provided
by an independent healthcare supplier that
offers employees a free and confidential
counselling service. This includes debt
counselling, information on personal money
matters; legal information on areas such as
consumer rights, neighbour disputes, divorce
law and litigation; health and well-being;
guidance on issues related to younger members
of the family, and the elderly and their carers.

• We delivered new statutory health, safety and
fire training packages for senior leaders, line
managers, new starters, Fire Marshalls and
incident controllers, and all employees.
• We delivered monthly health and safety
internal communications to all employees
highlighting risks and risk mitigation strategies.
• We recorded accident rates well below the
national average.
In 2011, our focus is on embedding the new
model, training and standards.

DIVERSITY DATA

2010

2009

GENDER
% of total colleagues
that are female
Female managers
Female senior managers

59.5%
42.7%
26.1%

61.4%
43.7%
25.0%

6.3%
5.4%

6.4%
5.1%

2.5%

2.4%

DISABILITY
% of colleagues who say
they have a disability

1.7%

1.7%

SEXUAL ORIENTATION
% of colleagues
identifying as lesbian,
gay or bisexual

0.6%

0.6%

ETHNIC BACKGROUND
% of colleagues from an
ethnic minority
Ethnic minority managers
Ethnic minority senior
managers

GROUP ACCIDENT
RATES

2010

2009

Total recorded
accidents
involving injury

3,210 4,184

Slips, trips and falls
(including members
of public)

609

613

Total RIDDOR
(reportable
accidents)
across the Group

235

292
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SUPPLIER RELATIONSHIPS

We consider our suppliers’ social, ethical and
environmental performance as a standard
part of our approach to managing the Group’s
key suppliers – from the sourcing and the
selection of suppliers to incorporating
sustainability into our ongoing relationships
with them. We actively encourage our
employees to build strong working
relationships with our suppliers to help drive
continuous improvement and innovation in
our supply chain. One of the ways we do this
is to run monthly forums with a community of
over 200 supplier managers to share best
practice and help embed appropriate ways of
working with our supply base.

ENGAGING RESPONSIBLE SUPPLIERS
Dimension Clothing Ltd supplied branch staff
uniforms for both Lloyds TSB and HBOS.
Following the merger of the two companies,
we invited Dimension Clothing, and other
leading career-wear suppliers, to bid for a
single contract to supply career-wear to the
newly enlarged Group. Dimension Clothing
was re-selected as the Group’s career-wear
supplier. It was able to demonstrate its
commitment to responsible business, a key
factor in our supplier selection process.
Dimension Clothing fully participates in the
Ethical Trading Initiative (ETI). Its participation
is audited and the company incorporates ETI
standards into its relationships with third-party
suppliers. Dimension Clothing works
collaboratively with its suppliers to help them
understand what they need to do to meet ETI
standards. This benefits both Dimension and
the Group; ethically run factories are more
organised and produce superior quality

clothing; and the workforce is more stable –
they are treated fairly and paid correctly.
Through this, we are also confident that factory
workers in our supply chain are working in safe
environments and for companies that do not
exploit their workforces.

COLLABORATING WITH OUR
SUPPLIERS
Lloyds TSB was the sole distributor of the
London 2012 Olympic and Paralympic Games
ticketing guides, made available to the general
public through our extensive UK branch
network. We distributed over 2 million guides
on behalf of the London Organising
Committee of the Olympic Games (LOCOG)
for the launch of ticket sales in March 2011. This
required us to engage our suppliers – Office
Depot and TNT – to arrange storage and
transport for 750 pallets of guides to over
3,000 branches. We worked closely with TNT
and Office Depot, to agree a delivery schedule
that made the most efficient use of the storage
space and delivery vehicles we already had
available to us through our business-as-usual
activities. We agreed a schedule that
minimised additional costs and ensured a
steady flow of ticketing guides to our branches.
1 million guides were delivered to our
branches, at no extra cost, before ticket sales
went live. The success of the project
emphasised our strong working relationships
with these suppliers. In recognition of the
success of the project, our supplier manager
and representatives from Office Depot and
TNT received collectable limited edition sets of
Olympic pin badges.

RESPONSIBLE CONSTRUCTION
The way we build can affect our business and
the communities around us, now and in the
future, and can place heavy demands on
limited natural resources. We aim to reduce
the environmental impacts of the design,
construction and use of our buildings over
their entire life-cycles while ensuring they
remain financially viable.
In 2010, we launched a new Sustainable
Construction Manual which applies to our
entire property portfolio and aims to improve
its environmental sustainability. We have
engaged suppliers in our property
management supply chain to help us deliver
aims set out in our Manual.
We hold quarterly forums with representatives
from companies in our property construction
supply chain. These forums focus on
innovation, continuous improvement and
collaborative working. Through the forums,
attendees take ownership to research and
develop specific areas of focus and interest to
improve efficiency and implement best
practice across our construction projects. Our
Innovation Forum, for example, provides an
opportunity for us to generate ideas with our
suppliers, set priorities and plan for the future.
In our Design Forum, we identify, investigate
and determine the suitability of innovative
products that we may use in future. Finally, our
Project Delivery Forum overlaps with all other
forums, by directing working groups to review
best practice for processes, systems, people
and stakeholders.

SUPPLIER PAYMENTS

PAYMENT OF SUPPLIERS

2010

2009

2008

2007

Number of payments

576,940

763,917

335,713

320,579

Value (£bn)

5.82

5.22

2.67

2.20

Average time to pay (days)

27.21

28.33

26.03

28.78

Number/amount of compensation
payments for late settlement

NIL

NIL

NIL

NIL

2010 and 2009 data represents Lloyds Banking Group. Historical data is Lloyds TSB only.

Our suppliers are important to us. We are a
signatory to the Prompt Payment Code,
committing to paying suppliers on time and
not changing the payment terms agreed at the
outset of the contract. This Code requires that
we provide clear guidance on payment
procedures, including redress for any disputes,
and encourage similar good practice amongst
our suppliers and other businesses.
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OUR ASPIRATIONS FOR 2011

Our aims and objectives are rooted in putting customers and
communities at the heart of everything we do.
We know we need to listen more, understand what matters to our
customers, and demonstrate how we are working to help them achieve
what is important to them.
We also need to prove to them that we have worked – and will continue
to work – to reshape our business, to ensure we make a significant and
positive contribution to the future strength and prosperity of the
communities where we are based.

OUR STRATEGY
Our community investment and sustainable development strategy aims
to deliver our vision of making a real difference to the UK. It is focused
around six main themes: governance and transparency; financial
wellbeing; supporting enterprise; community engagement; creating a
great place to work; and environmental responsibility. We believe that
by focusing on these areas we will be able to make a real and lasting
difference to the UK while also growing a successful business.

COMMITMENTS & TARGETS
GOVERNANCE AND TRANSPARENCY

SUPPORTING ENTERPRISE

We will publish our gross and net business lending figures this year
to provide greater transparency around our support for business
growth in the UK.

Along with four other major banks, we will help support the
economic recovery by jointly making available gross new lending of
£190 billion to creditworthy UK businesses in 2011, including £76
billion for SMEs.

We will improve transparency for Retail customers by publishing
savings interest rates on customer statements across all of the
Group’s main savings brands, including Lloyds TSB, Halifax, Bank of
Scotland, Cheltenham & Gloucester and Birmingham Midshires in
2011.
We will strengthen our governance framework by refreshing the
Group’s Code of Business Conduct. We will re-launch a leadingedge policy, supported by robust training and communication
materials.

FINANCIAL WELL-BEING
We will continue to offer a range of products and services that
promote financial inclusion and work closely with external partners
to address barriers to financial inclusion.
Over the next two years we will also train 500 of our employees
through the Money for Life programme, to enable them to support
our financial education agenda in their local communities.

CREATING A GREAT PLACE TO WORK
We want to increase the number of people who would recommend
Lloyds Banking Group as a good place to work. During 2011 we will
launch a new employee engagement strategy.
We will focus on developing leadership capability through our
new Executive Development, Leadership and Management
programmes, aiming to train around 10% of our senior
leadership team in 2011.

We will provide start-up finance for 100,000 new businesses to start
up during the year.
We will also run 200 seminars nationwide providing expert
guidance to small and medium-sized businesses on starting up,
employment, exporting, bidding for London 2012 contracts,
sustainability and finance.

COMMUNITY ENGAGEMENT
We will raise at least £1 million for our Charity of the Year, Save the
Children, to help give young children in some of the UK’s most
disadvantaged communities the best possible start to life.
We will launch a new university bursary programme to enable
young people from lower-income families to attend the UK’s top
universities.
We will make a significant investment in our volunteering
programme to enable more of our employees to get involved in
their local communities. We hope to engage 10,000 employees
in volunteering this year.

ENVIRONMENTAL RESPONSIBILITY
We will work towards our reduction targets for energy, paper and
water; reduce overall waste and increase the amount recycled,
under our new Smart & Responsible action plan.
We will achieve the Carbon Trust Standard for the entire Group.
We will implement an online environmental risk screening tool to
improve the way in which we manage and address environmental
issues and risks in lending to businesses.
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2010 DATA SUMMARY

FINANCIAL PERFORMANCE

2010

2009

Cost:income ratio (combined business basis)

46.2%

50.7%

Core tier 1 capital ratio

10.2%

8.1%

Earnings per share (on a statutory accounting basis)

(0.5)p

7.5p

ECONOMIC AND SOCIAL IMPACT

2010

2009

Total new lending extended to businesses and homeowners during the year

£79 billion

£70 billion

New lending to SMEs

£11 billion

£11 billion

First-time buyers helped

50,000

53,000

Tax collected and borne

£2,399 million

£2,273 million

Salaries paid to employees

£4,220 million

£4,369 million

Pensions and other post-retirement pension scheme arrangements

£700 million

£744 million

Market share of new social bank accounts opened during the year

32%

30%

Money contributed to the financial advice sector

£12.5 million

£11.4 million

Value of supplier payments

5.8

5.2

Average time to pay suppliers (days)

27.2

28.3

Total amount invested in communities across the UK

£76 million

£74 million

Total amount donated to the Group’s charitable Foundations

£29 million

£29 million

Funds raised by colleagues for the Charity of the Year

£1.3 million

£1.2 million

Employees receiving Matched Giving for fundraising and volunteering

4,663

2,500

Number of volunteers during the year

7,337

598

ENVIRONMENTAL DATA

2010

2009

PEOPLE DATA

2010

2009

Total UK greenhouse gas emissions

442,535

449,207

111,334

125,109

Total Scope 1 emissions

73,182

76,387

Number of UK employees
(average over the year)

Total Scope 2 emissions

333,315

343,693

Colleague engagement score

80

72

Total Scope 3 emissions

36,038

29,127

2.9

383,510

392,572

Average number of days
formal learning per FTE

5.4

Property-related CO2 emissions
Business travel CO2 emissions

59,025

56,635

% of total employees that are female

59.5%

61.4%

Tonnes CO2 per £million income

18.4

18.3

Female managers

42.7%

43.7%

Tonnes CO2 per FTE

4.0

3.6

Female senior managers

26.1%

25.0%

Water use (m3)

1,240,822

1,292,063

% of employees from an ethnic minority

6.3%

6.4%

Water use m3 per FTE

11.1

12.8

Ethnic minority managers

5.4%

5.1%

Total tonnes waste

37,706

38,712

Ethnic minority senior managers

2.5%

2.4%

% waste recycled

55%

54%

% colleagues who say they have a disability

1.7%

1.7%

Total tonnes waste per FTE

0.3

0.4

Total tonnes paper used

26,694

27,614

% colleagues identifying as
lesbian, gay or bisexual

0.6%

0.6%

% paper from sustainable sources

100%

100%

Tonnes paper per FTE

0.2

0.3
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GRI CONTENT TABLE

Standard
disclosures

Page or
reference

Strategy and analysis
1.1
p.3, p.4, p.5
p.6, p.7, p.8, p.9, p.10, p.13, p.14, p.16,
1.2
p.17, p.18, p.21, p.22, p.31, p.39, p.40,
p.41, p.44
Organisational profile
2.1

p.2

2.2

p.2, p.3, p.4, p.6, p.15, p.22, p.23,
p.24, p.25, p.26, p.33, p.35, p.40

2.3

p.2, p.12, p.13, p.17 and
Annual Report and Accounts

2.4

p.2, p.43

2.5

p.2, p.26, p.27 and
Annual Report and Accounts

2.6

p.11, and
Annual Report and Accounts

2.7

p.2, p.3, p.4, p.6, p.8, p.23

2.8

p.9, p.22, p.41 and
Annual Report and Accounts

2.9

p.8, p.11, p.13

2.10

p.11, p.13, p.18, p.23, p.28, p.32, p.33,
p.35, p.37, p.38

Level of
disclosure

Standard
disclosures

Page or
reference

4.12

p.17, p.21, p.23, p.39

4.13

p.24, p.26

4.14

p.8, p.9

4.15

p.3, p.4, p.5, p.6, p.8

4.16

p.8, p.9, p.11, p.14, p.28, p.32, p.36,
p.37, p.38, p.39

4.17

p.3, p.4, p.8, p.12, p.27, p.32, p.34,
p.35, p.37, p.38

Economic performance indicators
EC1

p.41 and Annual Report and
Accounts

EC2

p.17, p.18, p.20, p.21

EC3

p.14, p.36, p.38, p.40

EC4

p.10, p.11

EC8

p.9, p.15, p.23, p.24, p.25, p.26, p.27,
p.28, p.29, p.30, p.34, p.35

EC9

p.23, p.24, p.25, p.26, p.27, p.28,
p.29, p.30, p.34, p.35, p.40

Environmental performance indicators
EN3

p.19

EN4

p.19

Report parameters

EN6

p.21, p.34

3.1

p.8

EN7

p.9, p.17, p.18, p.19, p.39, p.41

p.8

EN8

p.41

3.3

p.8

EN16

p.19, p.41

3.4

p.43

EN17

p.19, p.41

3.5

p.3, p.4, p.7, p.8

EN18

p.20, p.41

p.8

EN21

p.20, p.41

p.8

EN22

p.18, p.20, p.41

p.3, p.4, p.6, p.7, p.8, p.19, p.43

EN26

p.18, p.19, p.20, p.21, p.34

3.9

p.6, p.8, p.41, p.43

Labour practices indicators

3.10

p.8, p.43

LA4

p.11, p.36

p.8, p.19

LA5

p.36

p.42

LA7

p.38

p.8, p.43

LA11

p.9, p.37, p.41

Governance, commitments, and engagement

LA12

p.14

4.1

p.12, p.13 and
Annual Report and Accounts

LA13

p.12, p.40

4.2

p.3, p.4, p.12

HR4

p.37, p.38

4.3

p.12

HR5

p.11, p.36

4.4

p.8, p.9, p.11, p.12, p.14, p.15, p.31,
p.32, p.34, p.36, p.39

HR7

p.39

4.5

p.12, p.13, p.14

SO2

p.13, p.16

4.6

p.12, p.13, p.14, p.16

SO3

p.16

4.7

p.12, p.13

SO6

p.13

4.8

p.3, p.4, p.5, p.6, p.12, p.13, p.14, p.17,
p.18, p.36

Product responsibility indicators
PR1

p.15, p.32, p.38

4.9

p.12, p.13, p.21 and
Annual Report and Accounts

PR5

p.3, p.4, p.8, p.9, p.15, p.31, p.32

4.10

p.12, p.13, p.14, p.16 and
Annual Report and Accounts

LEVEL OF DISCLOSURE

4.11

p.11, p.12, p.13, p.14, p.15, p.16, p.17

3.2

3.6
3.7
3.8

3.11
3.12
3.13

Human rights indicators

Social performance indicators

Fully reported

Partially reported

Level of
disclosure
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EXTERNAL ASSURANCE & VERIFICATION

EXTERNAL ASSURANCE OF THIS REPORT

CONTACT US

We commissioned the Centre for Sustainability & Excellence (CSE) to provide external assurance
and commentary and to undertake a third-party Application Level Assessment against the
requirements of the Global Reporting Initiative (GRI) G3 Guidelines on this Responsible Business
Report. CSE is a global advisory network of specialists, advising and coaching corporations and
governments around the world that seek to improve their corporate responsibility performance
with practical solutions. The full assurance statement is available online at the following address:
www.lloydsbankinggroup-cr.com

We want to hear from you. We
appreciate any feedback – good or bad.
You can give feedback online via our
report or write to us with any feedback
or questions at:

GRI APPLICATION LEVEL CHECK
The 2010 Responsible Business Report presents the commitments and the achievements of
Lloyds Banking Group, in relation to its overall economic, environmental and social performance
as well as all related improvements made within this period for the entire UK operations.
Lloyds Banking Group has self-declared the 2010 Responsible Business Report to be Application
Level B+.

The Community Investment &
Sustainable Development Team
Lloyds Banking Group
25 Gresham Street
London
EC2V 7HN
You can also send email to:
Responsible.business@lloydstsb.co.uk

Centre for Sustainability and Excellence (CSE) has checked and confirms that the 2010 Lloyds
Banking Group has satisfactorily applied the Global Reporting Initiative (GRI) Reporting
Framework, as specified by G3 Guidelines. The 2010 Responsible Business Report meets the
requirements of GRI G3 Version 3.0 Application Level B+.
View our online report at:

G3 Performance
Indicators &
Sector Supplement
Performance
Indicators

OUTPUT

Report on a minimum
of 10 Performance
Indicators, including
at least one from each
of: Economic, Social
and Environmental.

Report on all criteria
listed for Level C plus:
1.2
3.9, 3.13
4.5 - 4.13, 4.16 - 4.17

Report Externally Assured

Report on:
1.1
2.1 - 2.10
3.1 - 3.8, 3.10 - 3.12
4.1 - 4.4, 4.14 - 4.15

B+ A

Management Approach
Disclosures for each
Indicator Category

Report on a minimum of
20 Performance Indicators,
at least one from each of
Economic, Environmental,
Human Rights, Labour,
Society and Product
Responsibility.

A+

lloydsbankinggroup-cr.com

Same as requirements
for Level B

Management Approach
Disclosures for each
Indicator Category

Report on each core G3 and
Sector Supplement*
Indicator with due regard to
the Materiality Principle by
either: a) reporting on the
Indicator or b) explaining
the reason for its omission.

Report Externally Assured

C+ B

Report Externally Assured

C

Not Required
G3 Management
Approach
Disclosures

OUTPUT

Standard Disclosures

G3 Proﬁle
Disclosures

OUTPUT

Report
Application Level

INDEPENDENT VERIFICATION OF ENVIRONMENTAL DATA
In addition, we commissioned RPS Group plc to undertake an independent verification of our
environmental data for year 2010. This included information relating to energy and carbon, paper,
waste and water. For 2009, we have reported emissions for January to December. For 2010 and
future years, we will report annual emissions from October to September. The full assurance
statement is available online at www.lloydsbankinggroup-cr.com

This report is printed on 9 Lives 55 Silk and was
printed by an FSC- and ISO 14001-certified printer.
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