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Commercial Union Trustees Limited
Registered in England and Wales: No. 02045961

Directors' report
For the year ended 31 December 2012

The directors present their annual report and financial statements for the Company for the year ended 31 December
2012

Directors

The current directors and those 1n office during the year are as follows

Aviva Company Secretarial Services Limited

Aviva Director Services Limited

R H Spicker resigned as a director on 6 September 2013

J P Sorrell was appotnted as a director on 6 September 2013

Principal activity

The principal activity of the Company 15 10 act as an administrator of executor and trustee business Following a
strategic review, the Company transferred the majonity of its business to Capita It 1s anticipated that the Company wll
transfer 1ts remaiming business within the next 12 months

Business review
Financial pasition and performance

The financial position of the Company at 31 December 2012 15 shown in the statement of financial position on page 11,
with the results shown 1n the income statement on page 10 and the statement of cash flows on page 13

Loss before tax 15 £4 thousand compared to a profit of £42 thousand in 2011 This 15 due to an increase 1 expenses
from £38 thousand 1n 2011 to £91 thousand wn 2012 Costs are allocated to the Company based on the Company's fee
revenue retative 10 other Group companies carrying on similar work

Key performance indicators

The directors consider that the Company's key performance indicators ("KP1s") that communicate the financial
performance are as follows

- Increase/(decrease) 1n revenue, and
- Profit/(loss) before tax as a proportion of revenue

A summary of the KPIs 15 set out below

Measure 2012 2011
Decrease n revenue (3 8%) (20 4%)
Profit/(loss) before tax as a proportion of revenue (5 3%) 53 8%
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Directors' report (continued)

Business review (continued)

Principal risks and uncertainties.

A descniption of the principal nisks and uncertainties facing the Company and the Company's risk management pohicies
are set out in note 11 to the financial statements

Future outlook

The strategy of the Group 15 determined by the Board of Aviva plc, and a summary of this 1s shown n 115 financial
statements Followimg a strategic review, the Company ceased operations in June 2013 The directors anticipate that
the Company will be rendered dormant in the near future

Going concern

After making enquines, the directors have a reasonable expectation that the Company has adequate resources to

continue 1n operational existence for the foreseeable future For this reasen, they continue to adopt the going concern
basis in prepanng the financial statements

Financial instruments
The business of the Company includes the use of financial instruments Details of the Company's risk management |

objectives, pelicies and exposures to rsk relating to financial instruments are set out 1n note 11 to the financial
statements

Dividends

No intenim dividend for the year was paid (2011 £ ml) The directors do not recommend the payment of a final
dividend for the year (2011 £ mil)

Employees

All staff are employed by a fellow Group company, Aviva Employment Services Limited Dhsclosures relating to
employees may be found n the annual report and financial statements of Aviva Employment Services Limited

Disclosure of information to the auditor

Each person who was a director of the Company on the date that this report was approved confirms that

{(a) so far as the director 15 aware, there 15 no relevant audit information, being information needed by the auditor in
connection with preparing his report, of which the auditor 1s unaware, and

(b) each director has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the auditor is aware of that information
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Directors' report (continued)

Auditor

Following a competitive tender process by the Company’s ulumate parent company, Aviva ple, PricewaterhouseCoopers LLP were
appointed as auditor to the Company for the year ended 31 December 2012 in accordance with the provisions of the Companies Act
2006

It 15 the intention of the directors to reappoint the auditor under the deemed appointment rules of Section 487 of the Companies Act
2006

Directors' habilities

Aviva plc, the Company’s ulttmate parent, has granted an indemnity to the directors against lability i respect of proceedings
brought by third parties, subject to the conditions set out in the Compantes Act 1985, which continue 1o apply 1n relation 1o any
provision made before 1 October 2007

This indemnity was granted in 2004 and the provisions m the Company's articles of association constitute "qualifying third party
indemnities” for the purposes of seciions 309A to 309C of the Companies Act 1985 These qualifying third party indemnity
provisions remain 1n force as at the date of approving the directors’ report by virtue of paragraph 15, Schedule 3 of The Companies
Act 2006 {(Commencement No 3, Consequential Amendments, Transitional Provisions and Savings) Order 2007

Statement of directors’ responsibilities

The directors are responsibie for preparing the directors' report and the financiat statements in accordance with applhicable law and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
prepared the financial statements i1n accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Unton Under company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period In preparing these
financial statements, the directors are required to

select suitable accounting pohicies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

+  state whether applicable [nternational Financial Reporting Standards (IFRSs) as adopted by the European Union have been
followed, subject to any material departures disclosed and explained in the financial statements, and

prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the Company will
continue n business

The directors are responsible for keeping adequate accounting records that are sufficient 10 show and explam the Company's
transactions and disclose with reasonable accuracy at any iime the financial position of the Company and enable them to ensure that
the financial statements comply with the Compamies Act 2006 They are also ulumately responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other iregulanties

By order of the Board on 20 September 2013

Wt

J P Sorrell
Director
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Independent auditor's report
To the members of Commercial Union Trustees Limited

We have audited the financial statements of Commercial Union Trustees Limited for the year ended 31 December 2012
which comprise the [ncome Statement, the Statement of Financial Position, the Statement of Changes in Equuty, the
Statement of Cash Flows, the Accounting Policies, and the related notes The financial reporting framework that has
been applied in their preparation 1s applicable law and International Financial Reperting Standards (IFRSs) as adopted
by the European Union

Respective responsibihities of directors and auditor

As explamed more fully in the Statement of directors' responsibilities set out on page 4, the directors are responsible for
the preparation of the financtal statements and for being satisfied that they give a true and fair view Our responsibility 1s
to audit and express an opmion on the financial statements 1n accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

This report, including the opimons, has been prepared for and only for the Company’s members as a body 1n accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opimons,
accept or assume responsibility for any other purpose or to any other person to whom this report 1s shown or into whose
hands it may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient 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 appropnate to the Comgpany’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 financial and non-
financial information in the Annual Report to 1dentify matenal inconsistencies with the audited financial statements [f
we become aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opmmon on financial statements
In our opimion the financial statements

* give a true and farr view of the state of the Company’s affairs as at 31 December 2012 and of 1ts loss and cash
flows for the year then ended,

» have been properly prepared 1n accordance with IFRSs as adopted by the European Umion, and

* have been prepared 1n accordance with the requirements of the Compames Act 2006

Opimon on other matter prescribed by the Companies Act 2006
In our opinion the information given 1n the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements
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Independent auditor's report (continued)
To the members of Commercial Union Trustees Limited

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
1N our opnion !

* 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 law are not made, or

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

Lo Clade

Lee Clarke (Senior Statutory Auditor)

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

20 September 2013
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Accounting policies

The Company 1s a limited Liabihity company incorperated and domiciled in Great Britain Its principal activaty 1s to act as an
administrator of executor and trustee business Following a strategic review the Company ceased operations 1n June 2013

The principal accounting policies adopted n the preparation of these financial statements are set out below These policies
have been consistently applied to all years presented, unless otherwise stated

{A) Basis of presentation

The financial statements have been prepared and approved by the directors in accordance with International Financial
Reporting Standards (IFRS) as endorsed by the European Union (EU) In addition to fulfilling their legal obligation to
comply with IFRS as adopted by the EU, the Company has also complied with IFRS as applicable at 31 December 2012 The
financial statements have been prepared under the historical cost convention, as modified by the revaluation of financial assets
and financial habilities (including dervative instruments) at far value through profit and loss

New standards, interpretations and amendments to published standards that have been adopted by the Company
The Company has adopted the following new amendments to standards which became effective for financial years beginming
on or afler | January 2012 Neither of these amendments has a material impact on these financial statements

(1) Amendment to [FRS 7, Finanecial Instruments — Disclosures, relating to the transfer of financial assets

u) Amendment to IAS 12, Income Taxes, relating to deferred tax

Standards, interpretations and amendments to published standards that are not yet effective and have not been
adopted early by the Company

The following new standards, amendments to existing standards and (nterpretations that are relevant to the Company have
been 1ssued They are not yet effective and have not been adopted by the Company

Effective for annual periods beginning on or after I January 2013

{1) Amendment to [FRS 7, Financial Instruments — Disclosures
The amendment includes enhanced disclosures to enable users of the financial statements to evaluate the effect or potential

effect of netting arrangements in the statement of financial position  The amendments will not have a significant impact for
the Company The amendment has yet to be endorsed by the EU

(n) IFRS 13, Fair Yalue Measurement

IFRS 13 replaces the gwidance on fair value measurement 1n existing IFRSs with a single standard  The standard does not
include requirements regarding which items should be measured at fair value but provides guidance on how to determine fair
value The standard also includes enhanced disclosures about fair value measurement The adoption of IFRS 13 15 not
expected to have a sigmficant impact on the financial statements The standard has yet to be endorsed by the EU

(in) Annual Improvements 2011

The Annual Improvements 2011 details amendments to five IFRSs, including 1AS 1, Presentation of Financial Statements,
[AS 32, Financial Statements — Presentation, and IAS 34, Interim Financial Reporting  The amendments clanfy existing
guidance and do not give nise to a change in existing accounting practice  There are no implications for the Company The
amendments have been endorsed by the EU

Effective for annual periods beginming on or after I January 2014

Amendment to IAS 32, Financial Instruments — Presentation

The amendment to IAS 32 clanfies the requirements for offsetting financial assets and financial habihties on the statement of
financial position The impact of the adoption of the amendment has yet to be fully assessed but 1s not expected to have
sigmficant implications for the Company financial statements The amendment has yet to be endorsed by the EU
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Accounting policies (continued)
(A) Basis of preparation (continued)
Effective for annual periods beginning on or after I January 2815

IFRS 9, Financial Instruments

IFRS 9 will replace IAS 39, Financial Instruments — Recogmition and Measurement  Under [FRS 9, all recogmised
financial assets that are currently within the scope of [AS 39 wall be measured at erther amortised cost or fair value

The basis of ¢classification will depend on the business model and the contractual cash flow charactenstics of the
financial asset  All equity mstruments will be at farr value A debt instrument 1s measured at amortised cost only if 1t 15
held to collect the contractual cash flows and the cash flows represent pnincipal and interest, otherwise 1t 1s measured at
farr value through profit and loss (FVTPL) For financial habilises designated as at FYTPL, a change 1n the fair value
attributable 1o changes in the Lability’s credut nisk 1s recogrused in other comprehensive income unless 1t gives rise to an
accounting mismatch n profit or loss We have not yet completed our assessment of the impact of the adoptien of IFRS
9 on the Company The standard has not yet been endorsed by the EU

The financial statements are stated 1n pounds sterling, which 1s the Company's functional and presentation currency
Unless otherwise noted, the amounts shown in these financial statements are 1n thousands of pounds sterling ("£000")

(B) Use of estimates
The preparation of financial statemenis requires the Company to make estimates and assumptions that affect items

reported 1n the statement of financial position and income statement and the disclosure of contingent assets and
liabilities at the date of the finan¢ial statements Although these estimates are based on management’s best knowledge
of current facts, circumstances and, to some extent, future events and actions, actual results wlimately may differ from
those estimates, possibly significantly

(C) Revenue recognition
Revenue includes the fair value derived from the sale of services to customers, net of value added tax, rebates and
discounts

Revenue for sales of services 1s recogmised m the accounting period in which the services are rendered, by reference to
the completion of the specific transaction assessed on the basis of the actual service provided as a proportion of the total
services to be provided

Interest ncome 15 recognised as it accrues using the effective nterest method
(D) Derecognition and offset of financial assets and finanaal habilities

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) 15
derecognised where

(1) the nghts to receive cash flows from the asset have expired,
(1)  the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in
full without matenal delay to a third party under a "pass-through" arrangement, or
(1) the Company has transferred its nghts to receive cash flows from the asset and either
(2)  has transferred substantially all the risks and rewards of the asset, or
(b}  has neither transferred not retained substantially all the nisks and rewards of the asset, but has transferred
contrel of the asset

A financial habihity 15 derecognised when the obligation under the liability 1s discharged, cancelled or expires
Financial assets and habilities are offset and the net amount reported in the statement of financial position when there 15

a legaily enforceable night to set ofT the recognised amounts and there 1s an intention to settle on a net basis, or realise
the asset and settle the habihty simultaneously
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Accounting policies (continued)

(E) Trade receivables

Trade receivables are recognised initialty at fair value and subsequently measured at amortised cost using the effective

nterest method, less provision for impairment A provision for impairment of trade receivables 1s established when

there 1s objective evidence that the Company will not be able to collect all amounts due according to the oniginal terms

of receivables  The amount of the provision is the difference between the asset’s camying amount and the present value

of estimated future cash flows, discounted at the effective interest rate  The movement in the amount of the provision 15

recognised 1n the income statement .

(F) Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and m hand, deposits held at call with banks, treasury bills and other
short-term hughly hiquid investments that are readily convertible to known amounts of cash and which are subject to an
nsignificant risk of change 1n value Such investments are those with less than three months’ maturity from the date of
acquisition, or which are redeemable on demand with only an insigrificant change 1n their fair values

(G) Income taxes

The current tax expense 15 based on the taxable profits for the year, after any adjustments in respect of prior years Tax,
including tax rehef for losses if appheable, 15 allocated over profit before taxation and amounts charged or credited to
reserves as appropriate

Provision 1s made for deferred tax habilities, or credit taken for deferred tax assets, using the hability methed, on all
matenal temporary differences between the tax bases of assets and habilities and their carrying amounts i the financial
statements The rates enacted or substantively enacted at the balance sheet date are used to determine the deferred tax

Deferred tax assets are recognised to the extent that it 1s probable that future taxable profit will be available against
which the temporary differences can be utilised

(H) Share capital and dividends
Equity instruments

An equity mstrument 15 a contract that evidences a residual interest in the assets of an entity after deducting all of its
Labilsties  Accordingly, a financial instrument 1s treated as equity (f

(1) there 1s no contractual obhgation to dehiver cash or other financial assets or to exchange financial assets or
hiabilities on terms that may be unfavourable, and

(1) the wnstrument will not be settled by delivery of a variable number of shares or 1s a derivative that can be settled
other than for a fixed amount of ¢ash, shares or other financial assets

Dividends

Intenm drvadends on ordinary shares are recognised 1n equity 1n the period in which they are paid  Final dividends on
these shares are recogmsed when they have been approved by shareholders
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Income statement
For the year ended 31 December 2012

Note
Revenue
Administrative expenses
Operating (loss)/profit
Finance income 1
(Loss)/profit before tax
Tax credit/(expense) 5

(Loss)/profit for the year

2012 2011
£000 £000
75 78
(91} (38)
(16) 40
12 2
(4) 42

1 (mn

3) 31

The Company has no recognised income and expenses other than those included in the results above and therefore a

statement of comprehensive income has not been presented

The accounting policies on pages 7 to 9 and notes on pages 14 to 22 form an integral part of these financial

statements
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Statement of financial position
As at 31 December 2012

Note 2012 2011
ASSETS £000 £000
Non-current assets
Receivables 6 1,520 1,529
Current tax asset 8 1 -
1,521 1,529
Current assets
Receivables 6 4 2
Cash and cash equivalents 10(b) 121 156
125 158
LIABILITIES
Current halities
Trade and other payables 7 12 39
Net current assets 113 119
Non-current liabihties
Current tax liabilities 8 - 1
Net assets 1,634 1,637
EQUITY
Ordinary share capital 9 1,000 1,000
Retained earnings 634 637

Total equity 1,634 1,637

The accounting policies on pages 7 to 9 and notes on pages 14 to 22 form an integral part of these financial statements

The financial statements on pages 7 to 22 were approved by the Board of Directors on 20 September 2013 and signed
on its behalf by

VSl

J P Sorrell
Director

11
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Statement of changes in equity
For the year ended 31 December 2012

Balance at 1 January 2011

Total comprehensive income for the year
Total movements in the year

Balance at 31 December 2011

Total comprehensive income for the year
Total movements in the year

Balance at 31 December 2012

Ordmary Retained

share capital earmngs Total equity
£000 £000 £000

1,000 606 1,606

- 31 31

- 31 31

1,000 637 1,637

- 3) (3)

- (3) (3)

1,000 634 1,634

The accounting polictes on pages 7 to 9 and notes on pages 14 to 22 form an integral part of these financial statements
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Statement of cash flows
For the year ended 31 December 2012

Cash flows from operating activities
Net cash outflow to operating activities
Net cash used 1n operating activities
Cash flows from investing activities
Interest received

Net cash from investing activities

Net decrease i cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Note

10(a)

10(b)

2012 2011
£000 £000
(47) (80)
“7 (80)
12 2
12 2
(33) (78)
156 234
121 156

The accounting policies on pages 7 to 9 and notes on pages 14 to 22 form an integral part of these financial statements
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Notes to the financial statements

1. Finance income

2012 2011
£000 £000
Finance income 12 2

Finance income relates to bank nterest received

2. Employee information

All staff are employed by a fellow Group company, Aviva Employment Services Limited Disclosures relating to
employees may be found in the annual report and financial statements of Aviva Employment Services Limited

3. Directors

All directors are remunerated for their roles as employees across the Group They are not remunerated directly for
therr services as Directors of this Company and the amount of time spent performing their duties 1s incidental to
their roles across the Group No cost 15 borne by the Company for these services

4. Auditor's remuneration

The total remuneration payable by the Company, excluding VAT, to its auditor, PricewaterhouseCoopers LLP and
1ts assoctates (2011 Ernst and Young LLP}, in respect of the audit of these financial statements, 1s shown below

2012 2011
£000 £000
Fees payable to the Company’s auditor for the audit of the Company’s financial
statements 3 2

Fees paid to PricewaterhouseCoopers LLP and its associates for services other than the statutory audit of the
Company are not disclosed in these accounts since the consolidated accounts of the Company’s ultimate parent
company, Aviva plc (see note 13{c)), are required to disclose other (non-audit) services on a conschdated basis

Audit fees are paid by Aviva Central Services UK Limited, a fetlow Group company, and recharged as appropriate
to the Company and fellow Group companies

14
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Notes to the financial statements (continued)

5. Tax
(a) Tax (credited)/charged to income statement
2012 2011
£000 £000
Current tax:
For the current year (1) 11
Total tax (credited)/charged to income statement (1) It

(b) Tax reconciliation

The tax on the Company's (loss)/profit before tax 1s equal to the theoretical amount that would anse using
the tax rate in the United Kingdom ("UK") as follows

2012 2011
£000 £000
(Loss)/profit before tax €))] 42
Tax calculated at standard UK corporation tax rate of 24 5% (2011 26 5%) (1) 11
Total tax (creditedcharged to the income statement (note 5(a)) (1) 11

The UK corporation tax rate reduced to 24% from | April 2012 A subsequent reduction in the UK
corporation tax rate to 23% was substantively enacted on 3 July 2012 and will apply from 1 April 2013 The
substantively enacted rate of 23% has been used in the calculation of the UK’s deferred tax assets and
habiities

Further reductions in the corporation tax rates to 2% from 1 April 2014 and then to 20% from 1 April 2015

were substantively enacted on 2 July 2013 There 1s no impact to the Company’s net assets from the
reduction 1n the rate as the Company does not have any recognised or unrecognised deferred tax balances

6. Receivables

2012 2011
£000 £000
Amounts due from related parties (note 13(a)(1)) 1,520 1,531
Other debtors 4 -
1,524 1,531
Expected to be recovered within one year 4 2
Expected to be recovered in more than one year 1,520 1,529
1,524 1,531

Receivables are carmed at amortised cost, which is the relevant fair value basis
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Notes to the financial statements (continued)

7. Trade and other payables

Amounts due to related parties (note 13(a)(1))

Expected 1o be settled within one year

Trade and other payables are carried at amortised cost, which approximates to fair value
8. Tax assets and liabilities

Current tax

Tax asset
Expected to be recoverable in more than one year

Tax asset recogmsed 1n statement of financial position

Tax hability
Expected to be payable in more than one year

Tax tiabihity recognised in statement of financial position

Net tax asset

Net tax asset/(hability) recognised in the statement of financial position

2012 2011
£000 £000
12 39
12 39
2012 2011
£000 £000
1 -

1 N

- an

- (1)

1 (1)

Liabilities for prior years' tax settled by group relief of £11 thousand (2011 assets of £2 thousand) are offset

agawnst recervables (note 6} and within the related party transactions (note 13(a)(1)), all of which are payable in

less than one year

9. Ordinary share capital

Details of the Company’s ordinary share capital are as follows

Allotted, called up and fully paid
1,000,000 (2011 1,000,000) Ordinary shares of £1 each

2012 2011
£000 £000
1,000 1,000

The Companies Act 2006 abolished the requirement for a company to have an authonsed share capital and the

articles of association adopted by the Company on 21 July 2010 reflect this Directors may exercise any power of

the Company 1o allot shares or grant nghts to subscribe for or to convert any security into such shares and are

authonised to do so under the Company's articles of association Ordinary shares 1n 1ssue 1n the Company rank pan
passu All the ordinary shares n 1ssue carry the same right to receive all dividends and other disinibutions declared,

made or paid by the Company

16
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Notes to the financial statements (continued)

10. Statement of cash flows

(a) The reconcihation of (loss)/profit before tax to the net cash flow from operating activities 1s:

2012 2011
£000 £000
(Loss)/profit before tax C)) 42
Adjustment for
Interest recetvable (12 (2)
Changes in working capital
Decrease 1n recervables 7 356
Decrease 1n trade and other payables 3% (476)
Net cash outflow to operating activities (47) (80)

"Decrease in receivables" 1s stated after elimnating £ml (2011 £2 thousand) of corporation tax liability settled or
1o be settled by group relief

"Decrease n trade and other payables” 1s stated after eliminating £11 thousand (2011 £ml) of corporation tax
labilhity settled or to be settled by group relief

(b) Cash and cash equivalents in the cash flow statement at 31 December comprise:

2012 2011
£000 £000
Cash at bank 121 156

17
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Notes to the financial statements (continued)

11. Risk management

The ultimate parent company, Aviva plc, and 1ts subsidiaries, Joint ventures and assoctates, (collectively known as "the
Group"}), operate a risk management framework ("RMF"™), which 1s the collection of processes and tools that have been put
in place to ensure that the nisks to which it 1s exposed are 1dentified, measured, managed, momitored and reported on a
continuous basis The RMF s designed to facilitate a common approach to, and language regarding, the management of nsk
across the Group The key instruments of the RMF include the risk management policies, risk reports, risk models, the
governance and oversight infrastructure and the risk appetite framework The RMF has been adopted 1n the Aviva general
insurance businesses collectively referred to as "UK&I G1" (including this Company and the UK and Ireland general
insurance businesses carried out primarily within Aviva Insurance Limited)

Risks are usually grouped by nsk type credit, iqudity and operational sk Risks falling within these types may affect a
number of key metrics including those relating to strength within the statement of financial positton, hquidity and profit
They may also affect the performance of the products that the Company delivers to customers and the service to customers
and distributors, which can be categorised as nisks to the Company's franchise value

The Group has a set of formal risk policies that facilitate a consistent approach to the management of all the Group's risks
across all businesses and locations 1n which the Group operates These risk policies define the Group's appetite for different,
specific risk types and set out sk management and control standards for the Group's worldwide operations

UK&I GI sets imits to manage matenal risks to ensure the risks stay within risk appetite (the amount of nsk UK&I Gl 1s
willing to accept) UK&I GI assesses the size and scale of a nisk by considering how hkely 1t 1s that the nsk will materialise
and the potential impact the risk could have on its business, customers and other stakeholders Where nisks are outside of
appetite, actions are agreed to mutigate the exposure Impact assessments are considered against financial, operational and
reputational criteria and take into account underlying factors such as economic conditions, for example, UK economic
growth and inflation

UK&I GI has an established governance framework, which has the following key elements

¢+ defined terms of reference for the legal entity Boards and the associated board and management commuttees,

* aclear orgamisational structure with documented delegated authorities and responsibilities from the legal entity
Boards 1o management, and

+ adoption of the Group nisk management framework that defines nisk appetite measures and sets out risk management
and control standards for the Group’s worldwide operations The risk management framework also set out the roles
and responsibilities of businesses, policy owners and nsk oversight commitiees

UK&I GI operates a three lines of defence nsk management model Primary responsibihity for nisk ydentification and
management hies with business management (the first line of defence) Support for and challenge on the completeness and
accuracy of nsk assessment, nsk reporting and adequacy of mitigation plans are performed by specialist risk functions (the
second line of defence)} Independent and objective assurance on the robusiness of the nsk management framework and the
appropriateness and effectiveness of internal control 1s provided by Intemal Audit (the third line of defence)
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Commercial Union Trustees Limited

Notes to the financial statements (continued)
11. Risk management (continued)

(a) Financial risk management
(1) Credit nsk
Credit nisk 1s the risk of loss in the value of financial assets due to counterparties failing to meet all or part of their obhgations

UK&I GI's management of credit nisk 1s carned out 1n accordance with Group credit risk processes, which include setting
exposure hmits and momtoring exposures in accordance with ratings set by credit ratings agenctes such as Standard & Poor's
Exposure levels for UK&I Gl are reported to, and reviewed by, the Asset Liability Committee

Fmancial assets are graded according to current credit ratings 1ssued AAA 1s the highest possible rating Investment grade
financial assets are classified within the range of AAA to BBB ratings Financial assets which fall outside this range are
classified as speculative grade Credit imits for each counterparty are set based on default probabilities that are 1n turn based
on the rating of the counterparty and the type of exposure concerned

The following table provides information regarding the aggregated credit nsk exposure of the Company "Non-rated" assets
captures assets not rated by external ratings agencies

Credil rating

Carrying value in the

Speculative statement of finaacial

31 December 2012 AAA AA A BEB grade Non-rated position

£000 £000 £000 £000 £000 £000 £000

Cash and cash equivalents - - 121 - - - 121
Credit rating

Carryng value i the

Speculative statement of financial

31 December 2011 AAA AA A 8BB grade Non-rated position

£000 £00¢ £000 £000 £000 £000 £000

Cash and cash equivalents - - 156 - - - 156

At 31 December 2012, receivables are £1,524 thousand (2011 £1,531 thousand) Of this amount £1,520 thousand (2011
£1,529 thousand) 1s due from related parties, details of which are set out in note 13

At 31 December 2012 and 2011, no financial assets are impaired or overdue
The Company's cash and cash equivalents are placed with one counterparty (2011 one)

The management of credit risk for UK&I GI 1s overseen by the Asset Liability Commuttee
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Notes to the financial statements (continued)

11. Risk management (continued)

(a) Financial risk management (continued)

(u) Liquadity risk

Liquidety risk 1s the nisk that an entity will encounter difficulty in meeting obhgations as they fall due

UK &I GI has set its investment strategy to ensure 1t has sufficient hquid funds to meet 1ts expected obligations on an
expected basis and under adverse circumstances In extreme circumstances, the Company would approach the Group for

additional short-term borrowing whilst the Company hquidated other assets The Group maintains significant
committed borrowing facilities from a range of highly rated banks to mitigate this nisk further

The following table provides an analys:s, by maturity date of the principal, of the carrying value of financial assets,
which are available to fund the repayment of habilities as they crystallise

31 December 2012 Within 1 year 110 5 years No fixed terma Total
£000 £000 £000 £000
Recervables 4 - 1,520 1,524
Cash and cash equivalents 121 - - 121
125 - 1,520 1,645
31 December 2011 Within 1 year I1toSyears No fixed terms Total
£000 £000 £000 £000
Recervables 2 - 1,529 1,531
Cash and cash equivalents 156 - - 156
158 0 1,529 1,687

The assets above are analysed 10 accordance with the earliest possible redemption date of the instrument at the imtation
of the Company

The following table shows the Company's financial habilies by duration

31 December 2012 Withia ] year 1to Sycars No fixed terms Totsl
£000 £00¢ £000 £000

Trade and other payables 12 - - 12
12 0 0 12

31 December 2011 Within 1year  ltoSyears No fized terms Total
£000 £000 £000 £000

Trade and other payables 39 - - 39
39 - - 39

The management of hquidety nsk for UK&I Gl 1s overseen by the Asset Liability Committee
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Notes to the financial statements (continued)

11. Risk management {continued)

(b) Strategic risks

UK&I Gl 1s exposed to a number of strategic risks UK&I Gl's strategy supports its vision, purpose and objectives and
15 responsive to both the external and internal environment, for example, changes in the competitive landscape ansing
from economic conditions, customer demands and competitor activity, regulatory changes, merger and acquisition
opportunities and emerging trends (such as ¢lumate change and pandemuc events)

Strategic nisk s explicitly considered throughout UK&I GI's strategtc review and planning process Developments are
assessed during the quarterly performance management process where alf aspects of the risk profile are considered

UK&I GI actively engages with external bodies to share the benefit of 1ts expertise 1n supporting responses to emerging
nsks as well as challenging developments that could be damaging to the business and the industry as a whole

(c) Operational risk management

Operational nisk 1s the risk of loss resulting from inadequate or farled internal processes, people and systems or from
external events Operational risks include taxation, reputation and regulatory nisks, such as complance Only financial
mstrument risk requires quantification under IFRS and consequently no quantification of this operational nisk 15
provided

Operational nisk 1s managed 1n accordance with control standards set out 1n the Group risk management framework

The management of operattonal risk for UK&I GI 1s overseen by the Operational Risk & Reputation Committee

12. Capital structure

The Company maintains an efficient capital structure from equity shareholder's funds, consistent with the Company's
overall nisk profile and the regulatory and market requirements of the business This note describes the way the
Company manages capital and shows where this 1s employed

(a) General

IFRS underpins the Company's capital structure and accordingly, the capital structure 1s analysed on this basis

{b) Capital management

In managing 1ts capital, the Company seeks to

(1)  mantain financial strength,

(n)  retain financial flexibility by mantaining strong liquidity, and

(m) allocate capital efficiently to support growth and repatnate excess capital where appropriate

The Company considers not only the traditional sources of capital funding, but alternative sources of capntal, as
appropriate, when assessing 1ts deployment and usage of capital

(¢) Measure of capital
The Company 1s required to report its results on an IFRS basis
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Notes to the financial statements (continued)

12. Capital structure (continued)

(d) Capital structure
IFRS net assets IFRS net assets

2012 2011
£000 £000
Administrator of executor and trustee business 1,634 1,637
Total capital employed 1,634 1,637
Financed by:
Equity shareho!der's funds 1,634 1,637
13. Related party transactions
(a) The Company had the following related party transacttons in 2012 and 2011
(1) Services provided to related parties
2012 2011
Income earned Recervable Income earned Recervable
n year at year end In year at year end
£000 £000 £000 £000
Fellow Group companies - 1,520 - 1,531

Receivables from related parties are not secured and no guarantees have been recerved in respect thereof

(ii} Services provided by related parties

2012 2011

Expense incurred Payable Expense mcurred Payable

n year at year end In year at year end

£000 £000 £000 £000

Fellow Group companies 91 12 38 39

Expenses incurred relate to recharges of administrative expenses from Aviva Insurance Limited and Aviva Central Services
UK Limited, fellow Group companies

Transactions with Group companies for settlement of corporation tax assets and habilities by group relief are described in
note 8

(1) Key management compensation

The key management of the Company are considered to be the statutory directors of the Company Note 3, Directors, gives
details of their compensation as directors of the Company

(b) Immediate parent company
The Company's immediate parent company 1s Undershaft Limited, registered in England and Wales
{(¢) Ultimate controlling entity

The ulumate controlling entity 1s Aviva plc Its Annual Report and Accounts are available on application to the Group
Company Secretary, Aviva ple, St Helen's, 1 Undershaft, London, EC3P 3DQ

14. Events after the reporting period

Following a strategic review, the Company ceased operations in June 2013
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