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SANTANDER INSURANCE SERVICEé UK LIMITED - 01492302

STRATEGIC REPORT

"The Directors submit the strategic report together with their directors’ report and the audited finandial statements for the year ended 31
December 201 5

Fair review of the Company's Business

The principal activity of Santander Insurance Services UK Limited (the "Company") 5 the provision of General Insurance services and related
products. The Company Is authorised by the Financial Conduct Authority ("FCA") and the Prudential Regulation Authority {*PRA"} for its
insurance mediation activities.

The Directors do not'expect any signiﬁc«rnt change in the level of business in the foreseeable'future‘

"The Bance Santander S.A. group (the “Groug")’ manages its operatrons ona_divisional basis. For this reason; the. Company s Directors
believe that further key performance indicators for the Company are' not necessary or appropriate for an undéfstanding of the development,
performance or pasition of the business. The performance of the divisions of the Group, which include the ‘Company, are discussed in the
Group's Annual Report which does not form part of this Report TR .

_The purpose of this Report Is to provide information to the members of the Company and as such it is only addressed to those members.
The Report may ¢ontain certaih forward-locking statements with respect to the operatlons pefforimance and financial condition of the
‘Company. By thelr nature, these statements Involve inherent risks and uncertainties since futdre events, circumstances and other factors can
cause results and developments to differ materally from the plars, ob}ecﬁves, expectations and intentions expressed in such forward-looking
statements. . Members should consider this when relying on any forward-looking statements. The forward-looking statements reflect
knowledge and information avallable at the date of preparation of this Report and the Company undertakes no oblrgatJon to update any -
. forward-looking statement dunng the year: Nothmg in thls Report should be construed asa proﬂt foreast. ’

’ Principal risks and uncertalntles facmg the comapny

- The Company's principal rlsks and uncertalntles together Wwith the processes that are in. place to fionitor and mrtrgate those risks where
possrble can be found in Noté 2 .

' Payment Polrcy

. The Company has cost management and procurement polrcxes that explicitly promote competitive tendering and dealrng with suppllers ina
~fair and open manrier. The Company does not opérate a single payment policy in respect of all classes of suppliers. Payment, teris vary
depending on the supplier and thé type of spend, and the supplier is made aware of these before engagement.

It is the Company's policy to ensuré payments are made In accordance with the terms and conditions agreed, except where the supplier fails
to comply with thosa terms and ¢enditions. The, Companys practice on payrient of créditors has beén Quantified Under the terms of
Schedule 7 of the Accouhting Regu\atrons Based on the ratio of the aggrégate amounts owed t6 trade- credrtors ‘at the end of the year to
the aggregate a)lmounts |nvolced by suppliers during the year at 31 December 2015, trade creditor days for the Company were 31 days -
-(2014: 28 days ’

antander Secretarlat Servrces Limited, Secretary
21 Apnl 2016

Reglstered Office Address 2 Triton Square, Regent's Place London NW1 3AN



SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

REPORT OF THE DIRECTORS

The Directors submit their réport together with the stategic report and audited financial statements for the year ended 31 December 2015.
Pri nclpal actlvnty ' ' '

-The principal activity of Santander Insurance Services UK Limited (the "Company®) Is the provision of General lnsurance services and related
products. The Company Is authorised by the Financial Conduct Authority (“FCA”) and the Prudential Regulatlon Authority (“PRA") for-its
lnsurance mediation activities. .

Likely future developments
The directors do not expect any significant change in the level of business in the foreseeable future.
Results and dividends '

The proftt for the year on ordinary activities after taxation amounted to £530,000 (2014; £706,000).
The Directors do not recommend the payment of a fi nal dividend (2014:-£nil)..

Post Balance Sheet Events
There are no Post Balance Sheet Events.
. blrectors
The Dlrectors who served throughout the year ‘and to the date of thrs report (except as noted) were as follows

JR Aboukhalr—Hur’(ado (resugned 23/02/201 5.

R Attar-Zadeh . (appointed 21/05/2015) -
J Olaizola (resigned 16/06/2015) -
'A L Rodriguez o C.
“ Jdela Vega (resigned 16/06/2015)
JAS Moodre CL (appornted 15/06/2015)
DJ Hickman ) B
) A Wagelrn (appomted 29/05/2015)
F del Cura Ayuso . o . -

R Al-Dabbagh . {appointed 19/03/2015)

Statement of Directors" Resﬁonsibilities
The Dlrectors are responsible for preparlng the report and the fi nanclal statements in accordance with applicable Taws and regulatrons

Company law requires the directors to prepare fi nanclal statements for each fi nanaal year. Under that law, the directors have elected to
prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union.
Under company law, directors must not approve the financial statements unless they are satisfied that they grve a true and fair view of the
state of affairs of the Company andof. the profit or loss of the Company for that perrod In prepanng these financial, statements,
International Accounting Standard 1 requires that directors: . .

. propetly select and apply accounting policles; ’

° present information, including accountlng policies, in a manner that provrdes relevant relrable “comparable and understandable.
information;

° providé additional disclosures when compliance with the specific requirements in IFRSs are Insufficient to enable users to

- understand, the impact of pamcular transactrons other. events and _conditions on the entity's fi nancral position dnd fmancral
performance; and .
. make an assessment of the Cornpany 3 ablllty to contlnue as a going conCern

The directors-are responsible for keeping adequiate accountlng records which are sufficlent to show and explain the Company’s transactions -
and which disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial
statemerits comply with the Companies Act 2006: They are also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for ‘the prevention and detection of fraud and other irregularities.
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

REPORT OF THE DIRECTORS (continued)

Statement of Going Concern |

The Company's business activities, together with the factors likely to affect its future development, performance and position.are set out
above. The finandal position of the Company, fts cash flows, liquidity position and borrowing facilitles are set out in the finandial statements.
In addition, ngte 2 to the financial statements include the Company’s objectives, policies and processes for managing its capital its financial
risk management objectives; and its exposures to credit-risk, market risk, and liquidity risk. .

The Company has adequate financlal resources. As a consequence the Dlrectors beheve that the Company is well placed to manage its
business risks successfully despite the current uncertain economic outlook. .

The Ditectors have a reasonable expectation that the Company has adequate resources to continue -in operational exlstence for the
foreseeable future. Accordmgly they continue to adopt the going concern basis of accounting In preparlng the annual report arid accounts.

Financial lnstru_ments _ .
The Company’s risks are managed on a group level by the Aparent company Banco Santander S.A:

it Is, and has been throughout thé year under review, the Company's policy that no tradmg in financial instruments shall be undertaken.
Further dlsclosures regarding financial risk management objectives and policies and the Company’s exposure to pnncrpal rlsks can-be found
in note 2.

Qualifying Third Party Indemnities -

Enhanced indemnities are provided to certalhy Diréctors of the Cornpany by Santander UK plc (where such person has been nominated in -
writing by Santander UK plc as its representative on the board) against liabllities and assotiated costs which they could incur in the course of
their duties to the Company. ~All of the indemnities remalin in force as at the date of the Report and Accounts A copy of each of the
indemnities is kept at the registered office address of Santander UK plc. .

Payment Policy

The Company has cost management and procurement polrcres that. explicitly promote competrtrve tendermg and dealing wrth supphers Ina
fair and open manner. The Company does not operate-a single payment policy in respect of all classes of suppliers. Payment terms vary *
depending on the supplrer and the'type of spend, and the suppher is made aware of these before engagement. - )

It is the Company’s policy to ensure payments are made in accordance wrth the terms and condmons agreed, except where the suppller fails
to comply with those terms ‘and conditions. The Company's practice on payment of creditors has been quantified under the terms of
Schedule 7 of the Accounting Regulations. Based on the ratio of the aggregate amounits owed to trade creditors at the end of the year to
the aggregate amounts invoiced by suppliers during the year at 31- December 2015, trade creditor days for the Company were 31 days
(2014: 28 days)

Auditors
Each of the Drrectors asat the date of approval of this report confrms that
o 50 far a$the Director is aware, there is nq relevant audit Informatron of which the Comipany's auditor Is unaware; and
.o the Director has taken alf steps that he/she ought to have taken as'a Director o make himself/herself aware, of any relevant audit
lnformatlon and to estabhsh that the Company ] audltor is aware of that mformatron

Thrs confirmation Is grven and should be |nterpreted In accordance with the provrsrons of s418 of the Compames Act 2006

In accordance with Sections 485 and 487 of the Companles Act 2006, Deloitte LLP vacated office as audltors of the Company and
PncewaterhouseCoopers LLP was duly appdinted auditors for the Company with éffect from 21 April 2016.

Santander Secretanat Services Limited
Secretary

21 April 2016

Reglstered Office Address 2 Triton Square Regent's Place, London NW1 3AN
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF
SANTANDER INSURANCE SERVICES UK LIMITED

We have audited the financial statements of Santander Insurance Services UK Limited for the year ended 31 December 2015 which
comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Equity, the Cash Flow Statement
and the related notes 1 to 15. The financial reporting framework that has been applied in their preparation is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union.

This report is made solely to the compariy’s members, as a body, In accordance with Chapter 3 of Part 16 of the Compantes Act 2008.
Our audit work has been undertaken so that we might state to the company's members those matters we are requlired to state to them
in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions we have
formed.

Respective responsibilities of Directors and auditor

As explained more fully in the Statement of Directors’ Responsibilities, the Directors are respansible for the preparation of the financial
statements and for being satisfled that they give a frue and fair view. Our responsibility is to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on Audltlng (UK and Ireland). Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financlal statements

An audit involves obtaining evidence about the amounts and disclosures in the flnanclial statements sufficlent to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the company’s circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates made by the Directors; and the overall presentation of
the financial statements. In addition, we read all the financlal and non-financial information in the annual report to identify material
Inconsistencies with the audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially Inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the Implications for our report.

Opinion on financial statements
In our opinion the financlal statements:

. glve a true and fair view of the state of the company’s affairs as at 31 December 2015 and of its profit for the year then ended;
. have been properly prepared in accordance with IFRSs as adopted by the European Union; and
. have been prepared in accordance with the requirements of the Companies Act 2006.

Separate opinion in relation to IFRSs as issued by the IASB
As explained in Note 1 to the financial statements, the company in addition to applying IFRSs as adopted by the European Union, has
also applled IFRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the financlal statements comply with IFRSs as Issued by the IASB.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and" Director's Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exceptlon
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our
apinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of Directors’ remuneration specified by 1aw are not made; or

. we have not received all the information and explanations we require for our audit.

A v

Elanor Gill (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Reading, United Kingdom

21 April, 2016



SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

PRIMARY FINANCIAL STATEMENTS

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2015

Year ended

- to the equrty halders of the company

) Year ended

: 31 Decemher 2015 * 31 December 2014

Continuing operations . Notes - £000 ~£000
Commission income 96,836 93,275,
Commission expense . - (68,015) -~ .. .- (70,346)
Gross profit . . : 18,821~ | . 22,929
Administrative expenses " {18,362). o (22,285)
Operating profit’ ] 459 . - T 644
Investment income 6 .294 . 316
Profit before tax . ) . 783, .. T - 860.
Tax charge on profit-for the year 7 “(223) -(254)
Profit for the year .’ 530 - T 706
Other comprehensive income for the year L. : L . - R
Total net comprehensive income for the year attributable .. 530 ~ .. 706

The accompanying notes form an lntegral part of the financial statements.



SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

PRIMARY FINANCIAL STATEMENTS
i BALANCE SHEET

As at 31 December 2015

i 2015 2014
Notes £000 £000
i Current assets . .
1 Cash and cash equivalents 8 41,551 49,513
i Amounts owed by group undertakings - 442 257
: ’ Trade and other receivables . 9 4,267 4,332
k Deferred tax 10 13 294
: 46,273 54,396
Total assets 46,273 54,396
Current liabilities
Amounts owed to group undertakings (7,605 (8,070)
Trade and other payables 11 (4,500) (12,688)
Total current llabilities . (12,105 (20,758)
Net current assets 34,168 33,638
Net assets 34,168 33,638
Equity . ]
Share capital 12 25,000 25,000
Retained profit 9,168 8,638
Total equity 34,168 33,638

The accompanying notes form an integral part of the financial statements.

The financial statements were approved by the Board of Directors and autharised for issue on 21 April 2016. They were signed on its behalf

Director

€ &L -DABRA Gl
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SANTANDER INSURANCE SERVICES UK UMITED - 01492302

PRIMARY FINANCIAL STATEMENTS.
STATEMENT OF cHA_NGgs IN EQUITY

For the years ended 31 December 2015

Share Capital Retained earnings . Total
_ L © . £000 A £000 - - £000
At1 January 2014 25,000 7932 s 3'2;'932 :
,i’otalgomprehenslv,e,ln‘corgé L . _ '.-‘ . 706 ' 708,
At31 December 2014 and 1 January 2015 : 25000 - 8,638 33,638
Total comprefiensive income - N ©.530 .. .530.
At 31 December 2015 . . 25,000 9,168 34,168

The accompanying notes form an integral part of the financial statéments.
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SANTANDER INSURANCE SERVICES UK LIMITED - 01 492302

PRIMARY FINANCIAL STATEMENTS
CASH FLOW STATEMENT

For the year ended 31 December 2015

Yéar ended .. Yearended
) 31 December 2015 31 December 2014
A _ Notes £000 __£000
Operatmg prof it before tax. .5459 i j 644 -
(Increase)/ decrease in amounts owed by group = :(135) = 3,033
undeftakings: - | - R - L.
(Decrease) increase in amounts owad to group (407) 3 047
undertakings .
Decrease/ (increase) in other assets 65.. A2, 474) .
Decrease in other liabllities’ i (8,188) 4,300)
Net cash used by operatmg activities : - n o (8,256) . (59
lnvestlng actlvltles " —
Interest received B B N i L. 294. . - .. 316
: ‘Net cash generated by Investing ectlvities s - 294 L .. 316. .
‘Net(decrease)/ mCrease ln cash and cash equtvalents ‘?, . e (7,962) ' R 257'
Cash'and cash équivalents at beginning of year: . s ... 49,513 49,256
Cash and cash equlvalents at end ‘of year 8 - .- 4;551", 1 i 49,513

Cash and cash equxvalems compnse cash at, bank

Where tax assets/habxlmes have been group rellevéd, they are ac:ounted for as operatlng recenvab!eslpayables ’

The accompanymg notes form an lntegral paxt of the accounts
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 SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015

1. ACCOUNTING POLICIES

The principal accounting policies adopted in the presentation of the Financial Statements are set out below. These policies have been
consrstently applied to.all the years presented, unless otherwise stated.

Basis of preparation

The Financial Statements have been prepared in accordance with international Financial Reporting Standards as issued by the International

. Accounting Standards Board (1ASB), including interpretations issued by the IFRS Interpretations Committee (IFRIC) of the IASB (together

IFRS). The Company. has also complied with its legal obligation to comply with Intemational Financial Reporting Standards as adopted by
the European Union as there are no applicable differences between the two frameworks for the periods presented.
The Fihandal Statements have been prepared on the doing contern basis using the historical cost convention. Ari assessmient-of the

. appropriateness of the adoption of the going concer basis of accounting is disclosed in the Drrectors’ statemeht of gorng concern set out

In the Directors’ Report.

Future atoountlng developments

The Company has not yet adopted the folfowing significant new or revised standards and rnterpretations and amendments thereto, whrch

a)

b)

(]

have been Issued but whrch are not yet effective for the Company

_IFRS 9 ‘Finandial lnstruments’ (IFRS 9=In July 2014 the 1ASB issued the ﬁna| version of IFRS 9 which iricludes the completion of
- all phases of the' project tc replace 1AS 39 ‘Financia! Instruments: Recognition and Measurement’-as discussed below:

Phase 1: Classification and measurement of financial assets and financial liabilities. Financial assets are dassified on the

- basis of the business model within which they are held and thelr contractual cash flow characterlstlcs The standacd also
- introduces a “fair value through other comprehensrve income’ measurement category for particular simiple debt instruments, The
- réquiremenits for the dassification and nedsirement of ‘financial liabilities were carried forward unchanged from IAS 39,
" hoviever, the requireimerits relatlng to the fair value option for financial liabilities were chariged* to address own credrt rlsk and,

in particular, the presentation of galhs and losses within other comprehensive income.’ :

. Phase 2: |mpairment methodology. IFRS 9 fundamentally changes the Impalrrnent requrrements relatrng to the
accounting for an entity’s: expected crédit losses on Its friancla) assets and commitments to.extend credit. It is no longer
necessary for a credit event to have occurred before credit losses are "recognised, Instead, an entity always accounts for expected
credit losss and changes in those expected credit losses. The amount .of expected credit Iosses is updated at each repomng
date to reflect changes in ¢redit risk since initial recognition.

Phase 3: Hedge accounting. These requirements align hedge accountlng more closely with risk management and
establish a more principle-based approach to hedge accounting. Dynamic hedging of open portfolios is being dealt with as a
separate project and until such time as that project is complete, entitiés can choose between applyrng the hedge accounting
requirements of IFRS 9 or to continue to apply thé existing hedge’ accounting requirements in IAS 39. The. revlsed hedge
accounting requirements in IFRS 9 are apphed prospectively.

The effective date of IFRS 9 is 1 fanuary 2018. For annual penods begmnlng before 1 January 2018, an entity may elect
to early apply only the requirements for the presentation. of gains and losses on financial liabilities designated-at fair value

" through profit or loss. At the date of publication of these Financial Statements the standard is awaiting EU endorsement and the

Impact of the standard is currently being assessed If is not yet practicable to quantify the effect of IFRS 9 on these Flnancral
Stateménts.

IFRS 15 ‘Revenue from Contracts with Customers (IFRS 15} - In May 2014, the |ASB issued IFRS 15. The effective date of IFRS
151is 1 January 2018, The standard establlshes the principles that shall be applied in connectlon with Tevenue from contracts
with customers including the core principle that the recognition of revenue must depict the transfer of promised goods or
services to customers in an amount that reflects the entitlement to consideration in exchange for those goods and services. IFRS
15 applies to all contracts with customers but does riot apply to lease contracts, insurance contracts, financial instruments and
certain -non-monetary exchanges. At the date of publication of these Financial Statements the standard is ‘awaiting EU
endorsement. Whilst it is expected that a significant proportron of the Company's fevenue will be outside the scope of IFRS 15,
the impact of the standard is curréntly being assessed. [it is not yet practrcable to quantify the effect of IFRS 15 on these
Financial Staterents.

IFRS 16 “Leéases’ (IFRS 16) — In January 2016, the [ASB issued IFRS 16. The standard (s effective for annual periods begrnnrng on

. or after 1 January 2019. Earlier-adoption is permitted for entities that apply IFRS 15 at or before the date of initial application of

[FRS 16, IFRS 16 sets out the principles for the recognition, measurement, presentatlon and disclosure for both lessees and,
lessors.

For lessee accounting, IFRS 16 introduces a single lessee accounting model and requires a lessee to recognise a.right-of-
use asset representing its right to use the underlying leased asset and a lease llabrlrty representrng its obligation to make lease
payments for all leases with a term of more than 12 months, unless the underlying asset is of low value.

For lessor accounting, IFRS 16 substantially carries forward the lessor accounting requirements from the existing leasing
standard (IAS17) and a lessor continues to classrfy its Ieases as operating leases or finance leases and 1o account for those two
types of leases differently.

At the date of publication of these Financial Statements the standard is “awaiting EU.endorsement. The impact of the
standard is currently belng assessed however it-is not yet practicable to quantrfy the effect of IFRS 16 on these Frnanclal
Statements. B

There are a number of other standards whrch have been issued or amended that are expected to be effective in future periods
However, it is not practicable’to provrde a reasonable estrmate of their effects on the Company’s Financial Statements until a
detailed review.has been compléted. . .



SANTANDEE INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED)

1. ACCOUNTING POLICIES (continued)

Revenue Recognltlon

The Company’s revenue net of commlssions paid is guaranteed by contract and is the amount equrvalent to the operational expenses
incuired plus 2. 5% . )

Use of estimates ~
Estimates and Judgements used.in preparing the fi naricial statements are continually evaluated and are based on historical experience and

other fdctors, including expectations of futtire: evenfs that are belleved to be neasonable The resultrng accountrng estimates wrll by
definition; seldom equal the related actual results .

Comnission inconie is recognlsed at the later of the policy inceptioni date or when the palicy placement has beén completed and conf rmed
Any adlustments to commrssron ansrng from premrum addrtlons or reductrons are ‘recognised as and when they are notufred by th ird parties.

Profit commrssron is recoghised when the arnount can be rellably estlmated with a reasonable degree of certainty and i is, equlvalent tothe
minimum value expected to be réceived. -

Where contractual oblrgatrons exist for the performance of post placement .activitles, and the cost of these activitles Is not expected to be
coviéred by future revenug, a relevant proportron of revenue received on placement Is deferred and recognrsed over the period during whrch .
the, actrvmes are performed

Investment income

Investment incorhe consists of Interest.Income receivable for the year. interest income is recogniéed as it accrues, taking ‘into actount the
effective yreld én the lnvestme nt. :

Cash and cash eqmvalents
For the purposes 6f the cash flow statement cash and cash equivalents comprise balances wrth |le$s than three months' matunty from the

date of acquisition, including cash and non-restricted balances with central banks, treasury bills and other eligible bills, net loans and
advances to banks, net securmes financing amounts and short-term investments in securmes .

Trade and other receivables
Trade and other recervables are feasured at initial recognrtrcn at fair value, and are subsequently measured at amortrsed cost. Approprlate
allowances for estlmated Irrécoverable’ amounts are recognlsed in profit or loss when there-is objective evidence that, the asset is Impaired.

The allowance recognlsed is. measured -as the dlfference betwieen the asset's” carrying amount and the present value of estlmated futre cash
flovws discounted at the effective interest rate computed at' |nlt1al recognition.

PrbVisions and contingent liabilities

Provisions are recognised as present obllgatrons arrsrng as consequences of past events where it is more likely than not a transfer of
economic benefits will be necessary to settle the obllgatIon and it can be reliably estimated.

A provision is made for onerous contracts when the expected benefits to be derived from a cantract are less than the unavordable costs of
meeting the obligations under the coritract. .

Contlngent liabilities are possible obhgations whose existence erI be confirmed only by certaln future events or present obligations whose

existence wheré the transfer of economic benefit I$ uncertain or cannot be reliably measured. Contingent liabilities ¢ are nat recognised but
are disclosed unless the llkellhood of a transfe of economic benefit is considered to be remote. .

10
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED) .

1. ACCOUNTING POLICIES (continuea)

Income taxes, including deferred income taxes

Income tax payable on profits, .based on the applicable tax law in each jurisdiction is recognlsed as an expense in the period in which
profits arlse. Taxable profit differs from net profit as reported in the Statement of Comprehénsive Income because it exdudes ftems of
Income or expense that are taxable or deductible in other years and it further excludes items that are never, taxable or deductible. The

Vliability for current tax is calculated using tax rates that have been enacted or substanitively enacted by the balance sheet date, .

Deferred income tax Is the tax expected to bé payable or recoverable on income tax losses available to carry forward and on temporary
differences arising between the tax bases of assets and lidbilities and ‘thelf carrying dmounts in the Financial Statements and is accounted
for using the balance sheet liability method. Deferred tax liabilities are generally recognised for. all taxable temporary dlfferences ‘and

" deferred tax assets are recognised to the extent that it is probable that taxable profits will be avallable agalnst which the assats may be

utiliced as.they reverse. Such deferred tax assets and liabllities are not recognised if the temporary difference arises from goodwill. Deferred
tax assets and liabllities are not recognised from the inltial recognition of other assets (other than in a business combmatlon) and jiabitities
in a transaction that affects neither the taxable profit nor the accountlng proﬂt ’

Defened tax is calculated at the tax rates that are expected to apply in ‘the perrod when the llablllty Is se‘tled or'the asset is realised based,
on rates enacted or substantlvely enacted at the balancé sheét date. Deferred tax js charged or credited in the income statement, except
when it relates to items recognised in other comprehensive income or directly In‘equity, in which case the deferred tax is also recogmsed in.
other comprehenslve income or drrectly In equlty . .

Dlvrdends o

Dividends on ordlnary shares are deciared at the dlscretron of the Company and are recognised in the period in whlch they are dedared and
approved by the Board . . . .

Financlal Ilabllltles

The entity classifi jes its finandial llabllldes including Intercompany financial Irabllltles as payables and other fi nancral ||ab||rtres which are held
at cost. The carrying valugs of ﬁnancral liabilities are a fa|r approximation of their fair values.- . L.

Pensipn; and other post ret_lre_ment benefits

" The Compariy partici‘pate's'in ‘the following pension scheme:

Santander UK Group Defined Contnbutron Scheme

Dunng 2010, the Company ceased to make contributions to the Santander UK Group defined benefit pension schemé and made
contrlbutrons to a'Santander UK group defined contnbutron scheme from this date. The contrlbutlon to be pald by ‘the Company is
calculated as the contribiitions made by Santandér UK to the schemies in respect of the. Company‘s employees Details of the scheme appear
in the accounts of Santander UK pIc whrch are available from Secretaralt 9santander UK pIc), 2 TntonSquare Regems Place, London NW1
3AN., :
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO.THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED)

2. FINANCIAL RISK MANAGEMENT

As a result of its normal business activities, the Company Is exposed t0 a variety of risks, the most significant of which are credit risk, -market
riskand liquidity risk. The Company manages its risk In line with the central risk management function of the-Banco Santander S.A. Group.
Banco Santander S.A. Group's Risk Framework ensures that risk Is managed and controlied on behalf of shareholders, customers, depositors,
employees and the Banco Santander S.A. Group's regulators, Effective and effident risk governance and oversight provide management with
assurance that the Banco Santander S.A..Gfoup’s business activities will not be adversely impacted by risks that could have been reasonably
foreseen This In‘turn reduces the uncertainty of achrevlng the Banco Santander SA. Group s strategic objectnves

Authority flows from the Banco Santander S.A. Boeard to. the Chief. Executlve Officer and from her to speuﬁc individuals. Formal standnng
committees are maintained for effective management .of oversight. Their authonty is derived from the pérson they are Intended to assist:
Further information can be found in the Banco Santander S.A. Annual Report which does not form part of this Report. .

The Company’s Tisk management focuses on the major.areas of credit, Ilquldny, marketing and operational risk. Risk management Is carried
ot by the central risk management function of the Banco-Santander S.A..Group. Autherity flows from the Banco Santander S.A. Boaid to
the Chief Execitive Officer and from het to her direct. reports.” Delegatlon of authority is to irdividuals. Formal standing committees are
malnmlned for effective management. of over5|ghL

Credit risk

Credit risk Is the risk that counterparties will not meet their financial obligations and may result In thé Cofripary ‘losing the' principal
amount lent, the interest accrued and any unrealised gains, less any ‘security held. It-occurs wheré the Company has signfficant financial
exposure to amounts due fromi'its fellow group companles The credit risk arlslng from‘group counterparties faillng o meet all or part of
their obllgatlons is consrdered remote.. Dug to the nature of the inter group loans, and the fact that these loans are settled, and not
traded, the Company Is ot exposed to'the risk of changes fo the market valug caused by chariging perceptrons of the’ credit worthingss of )
such counterparties, The Company's management of credit risk Is carried out In accordance with the group credlt risk palicy. '

Maximum exposure to credit risk without taklng into account collateral or credit enharicements can be found in rote 9 to'thé accounts,
trade and other receivables

quuidrty risk

Liquidity rrsk is the potential that, although remalnlng solvent the Company does not have sufflcrent liquid ﬂnanclal resources to enable it
to meet its obligations as they fall due, or can secure them only at excessive cost;

The Company manages liquidity risk by maintaining sufficient Ilquld resources to ensure it can meet jits obhgatwns as they fall due. The
Company regularly monitors its current and future liquidity requiremerits, and |nc0rporates this info its decision rnaking process to'ensyre
it always maintains suffi cuent hqurd resources.

Maturmes of ﬁnanctal Iiablhties

“Current financial liabilitles &onsist of intercompany and third party credltors These do not have a specific maturity date stated within the

contract although they are aII payable on demiand and are likely to be settled in ‘their entirety within 2015

'_ Market tisk

Market - nsk is the potential for loss.of i income or deécrease in the value of net assefs caused by movemerits, in thé lévels and prices of

financial instruments.. The majority of market risk arises as a result of changes to base rates of interest that ‘affect the ‘investment income
earned by the Company. Whilst we.do not hedge this risk with derivatives or ary other products, we are ‘constantly- manitoring our
investment exposure to interést rate changes and have invested in-products that offer |rnmed|ate withdrawal to allow us the flexlblllty to
drvers:fy our |nvestme nt portfolio. .

A 0.25% adverse movemeént in interest rates would result i ina reductron in operatmg profit of £38, 678 (2014: £41 688) and a reduction in
net assets of £38,678 (2014 £41,688).
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED)

3. DIRECTORS’ EMOLUMENTS AND INTERESTS

The aggregate emoluments received by the Directors of the Company were:

Year ended 31 Year ended 31
. December 2015  December 2014
. . £

. E

Salaries and fees. " ’ .300,955 629,984
‘Performance related payments s B 112,458 - " 294,500
Total emoluménts exduding pensmn ) : 413,413 - 924,484°
contitbutions- : ’ L . s
Pension contributions L. ' 33,422 . 46,271
Compensation for loss of ofﬁce i ] e 190,000
Total ~ L R © v 446,835 1,160,755

The dggregate emoluments above exclude emoluments received by Directors in respect of their prlmary duties as D|rectors or officers of
. Banco Santander, S.A. and Santander UK plc. No apportionnient of this remuneration has been made.

Remuneration of highest paid Dlrector

’ The emoluments excludlng pensxon contnbutlons of the hlghest paid Director-were £ 193 864 (2014: £479,628) of wh(ch £54, 444 was
performarice related (2014; £262,500).- The accrued pension benefit for the hlghest pald Director was £858 (2014: £15,369). Three
Directors will be receiving beneﬁts under a defined banefits scheme and none of these Directors will be receiving beneﬂts under'a defined
contrlbutmn scherne . .
Directors’ emoluments and interests.

The Company did not enter into any loans, quasi loans or credn: transactlons with persons who are or were Directors, connected persons or
officers of the Company in the current year.

No Director had a material interest in any contract with the Company orany of its subsidiaries at any time dunng the year. The Directors did
not have any interests in shares or debentures of these subsidiaries. .

4. STAFF COSTS

J015. ' 20

54

14
..£000. e ., f000
Wages.and salaries - . . L ) ) ,' = . ] — "3,493 . | i 3,6,86'
Social security costs - ) . T - . T .327 . N .401
Pension costs; ~ defined Contribution plans L. . . ) 446 B 528
Other personnel costs . S . - 205 S o 2275
Total _ _ ' ‘ . 4,471 ‘ 4,890
Staff costs indlude recharged salary costs from Santander UK plc. ]

4 : : 20157 2014°
Number of employees - average for the period . . . . Number Number
Sales and Marketing 18 =15
Product Development 5 -5
Operations . - . . 14
Finance and Commercial 1M 10
Pricing o : ) 4 4
Insurance Management . . . 6. . 6
Total - : i i I i : 44 -
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015

(CONTINUED)

5. OPERATING PROFIT

The operating profit is stated after charging:

2015 2014
£000 £000
Auditor fee for statutory audit (excluding VAT) 36 35
INVESTMENT INCOME
2015 2014
£000 £000
_Interest on bank deposits T304 316
294 - 316
Investment income c_omprised interest earned on the Company’s bank accounts held.
© 2015 2014
. A£000 " £000
Current tax: o N
UK corparation 1ax on prof it of the year . (339) 270
Adjustments In respect of pnor years . 281 269
Total current tax . - (58). 539
Deferred tax: L : i
Origination and reversal of temporary dlfferences . 547 (55)
Change in rate of UK Corporation tax . (5) 4
Adjustments in respect of pnor years (261). (234)
Total defefred tax - 281 - (285)
~ Tax charge on profit for the year ' 223. ) 254

UK corporatron tax is calcu|ated at 20.25% (2014: 21. 5%) of the estimated assessable prof ts for the year.

corporation tax was reduced from 21 % to 20% with effect from 1 April 2015.

The standard Tate of UK

The Finance (No 2) Act 2015, which-provides for reductrons in the main rate of UK Carporation tax to 19% effective from 1 April 2017 and
to 18% from 1 April 2020 was enacted on 18 November 2015. The UK government has announced It will enact a further reduction in the
main rate of tax of 1% , down to 17% at 1 April 2020 (instéad of 18%) in the Firiance Bill 2016 which is expected to be enacted in July -
2016. Since the - proposed change was not substantnvely enacted by the balance sheet date, the effect has not been reﬂected in these
financial statements . ) ’

The tax on the Company's profit before tex differs from the theoretical amount that would arise using the basic tak rate of the Com pany as
follows

-2015 - 2014,

. £000 : £000

Profit before fax A . — A N ‘ - . ' 953 "~ 960
Tax calculated at a tax rate of 20.25% (2014: 21.5%) S ) 152 L 206
_Non deductible expenses ) . 57 . 9
“Effact of change in tax rate on deferred tax. provrsron " L . (5) ) ) ) 4
Adjustment in relation to priof years o ) e 35

Tax charge for the year ) ’ . L . 223 254

14



SANTANDER INSURANCE SERVICES UK UMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015

(CONTINUED)

8. CASH AND CASH EQUIVALENTS

2015 2014
£000 £000
Cash and.cash equivalents " 41,551 ' 49,513
. - © - 41,551 49,513
These items are all classified as loans and receivables under IFRS 7
9. TRADE AND OTHER RECEIVABLES
2015 2014
. £000 £000
Trade and other reéeivables . ' 4,267 . 4,332
B ) i ' 4,267,

© 4,332

These items are all classified as loans and receivables under IFRS 7

10. DEFERRED TAX

Deferred taxes are calculated on temporary differences.undér the liability method using the tax rates expected to apply when the liablllty is

settJed or the asset Is realised. The movement on the deferred tax account was as follows: -

.2015 . 2014
£000 000 -
At1Janvary 294 . . 9.
Income statement (charge) credit (281) 285
. At31December .13 o294
Deferred tax assets are attributable to the following items:
Provided Provided
Balahce Sheet  Income Statement - Balance Sheet Ificome Statement
2015 2015 2014 2014
£000 " £000 £000 £000
Other temporary differences . I 13 . ) (281) 294 285
‘ 294

285

13 (281)
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED) '

11. TRADE AND OTHER PAYABLES

2015 2014

£000 . £000

Gtiver Tiabilities T - i S S ¥ Y
- — — a500 . 12.688 -

The carrying amount of payable and other financial liabilities approxrmates to fair value. No specific maturity date has been stated wrthrn
the contracts relating to these liabilities, however they are likely to be settled within the next year. These items are all c!asslfred as frnancral
Ilabllltres at amortised cost under IFRS 7.

12. SHARE CAPITAL

2015 ' 2014
: . £000 - £000

Issued, authorised and fully paid: - *" e Co e e T L
25, 000 000 ordinary shares of £1 each" . o T C - 25000 - "-25,000

Holders of ordinary shares afe entitled to:
a) - receive such dividends as the Directors approve out of profits remaining after payment of the preferred dividend;
b) one vote for every share held in respect of resolutioris proposed at general meetings; and
Q receive, upon winding up, an amount in respect of each ordinary share equal to the pald-up capital value thereof after paying
the holders of the preference shares as deséribad above, the balance beirg distributed between the sharéholders in praportion”
_to thelr pald up ordlnary shareho[dlngs

13. RELATED PARTY TRANSACT IONS

'Remuneratlon of dlrectors and other key management personnel

The remuneration of the* Drrectors and key management personnel of the Company. is set-out In aggregate for’ each of the categorres
specified in IAS 24 Related Party Dlsclosures Further rnformatron about the remuneration of the mdrvrdual Directors Is provrded in note 3

‘Key management compensation : ’ 2015 2014 .
. S ) Do ) . £000 © . .. - £000
Short term employee beneﬁts A : ; C . 433 ) 1,129
Post employrment benefits ~ . . . i ) ] . . 66-. - ] .56
Share-based payments L e A ey v T R -
Compensation for loss of office T E i - © . 190
Total key management compensation . B . . . .507 . . ~ 1,380,

Of the key management personnel that served durlng the year, three Directors were remunerated in relation to therr services as Dlrectors
of the Company. .

Long~Term Incentive Plan

In 2015, two Dlrectors (2014 one) and no Other Key Management Personnel {2014 none) were granted condrtlonal awards under the
Santander LTIP. Under the Santander LTiPs granted on 1 July 2010 cértain Directors and Key Management Personnel were granted~
condmonal awards of shares in Banco Santander SA.. .

in the case of the 2014 LTIP, employees were allocated an inifial award determined in GBP. in 2014 which was converted into shares in
Banco Santander, S.A. at the time of vesting, in January 2015. The 2014 LTIP vested at 100% based on Banco Santander, S.A.'s relative
TSR performance in 2014 versus a comparator group. The: vested award will be deferred and payable in equal tranches in 2016, 2017 and
2018 subject 1o Banco Santandér, S.A.'s continuing relative TSR performance to comparators. In 2015, no LTIP shares awarded in 2010
vested for any Director (2014: none).

Cash Incentive Plan,

Under the 2013 Cash IAcentive Plan (CIP) granted in 2013, no Directors (2014: none) and one Other Kéy Management Personnel (2014. -
none) were granted conditional awards which.vested in 2015. For the Cash Incentive Plan (CIP) 2014 granted In 2014, no Directors and

. one Other Key Management Personnel were granted condrtlonal awards which vested in 2016.
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SANTANDER INSURANCE SERVICES UK LIMITED - 01492302

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015
(CONTINUED)

13. RELATED PARTY TRANSACTIONS (continued)

Related party transactions

There were no related party trahsacﬂons dunng the year, or balances existing at the balance. sheet date, with the Company‘s or parent
Company's key management personnel (2014: nrl)

Trading transactions
During the year, the Company entered into the following transactions with related parties:

Income Expendlture Amounts due from Am‘o‘u‘nts due to ’
related parties related parties

2015 2014 2015 2014 2015 2014 2015 2014
£000 : £000 £000 £000 £000 . £000 £000 £000

OthergroupAcompanies — 294. . 316 74785 78078‘ .442 Pl 257 7,605 8,070-

AmOUnts due from related partles inciudes group reI(ef of £338, 553 (2014 Amounts due to related partis includes group relief of
£269,787).

14, CAPITAL MANAGEMENT AND RESOURCES

The Company is 100% owned by Santander Insurance Haldings S.L. Contra} of its capital structure vrnll 1herefore be d(ctz-lted at board
level, and additional capital issue would require approval from the _board of. Santander Insurance Holdlngs Short term treasury
management is delegated from board level to the finance team.

The Company is funded by capital in the form of £25 million of equity shares. ;

The PRA dictate that at any one time the Company must hold 2.5% of annual income as’ capltal The Santander lnsurance Servrces (UK)
finance team will monitor this on an ongoing basis, in conjuction with the Santander actuarial team in" Glasgow that will provide updated
forecast data on a regular basls: Regular intemal reporting will ensure that this ‘will not be breached. The Cofpany is réquired to report
this solvency margin to the FCA on a twice yearly basls.

If the C ompany were to be non-complrant with FCA rules then the penalties can range from fines to revokement of the regulatory
authonsatron L. . .

15. PARENT UNDERTAKING AND CONTROLLING PARTY

Santander Insurance Sewoes UK itd is domlcrled in the United Kingdom.

The Companys immediate” parent company is Santander Insurance Holdings S.L, 2 company registered in Spain. Santander lnsurance
Holdings 5.L hiolds all of the issued share capital-of the Company.

The Company's ultimate parent undertaking and controlling party is Banco Santander, S.A., 3 company registered in Spain. Banco’
Santander, S.A. is the parent undertaking of the largest and smallest group of undertaklngs for which group accounts are drawn up and
of which the Company is a member .

Copies of all sets of group aCCounts which include the results of the Company, are available frofri Secretanat Santander UK ple, 2 Triton
Square Regent's Place, London NW1 3AN .
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