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Commercial Union Trustees Limited
Registered in England and Wales No. 2045961

Directors' report
For the year ended 31 December 2009

The directors present thew annual report and financial statements for the Company for the year ended 31 December
2009

Directors

The names of the current directors of the Company appear on page |

Aviva Company Secretarial Services Limited and Aviva Director Services Limited have served as directors throughout
the period since [ January 2009

R H Spicker was appomted as a director on 22 April 2010

Principal activity

The principal activity of the Company 15 to act as an adminsstrator of executor and trustee business
Business review

Basis of preparation

['his business review is addressed to, and written for, the members of the Company with the aim of providing a far
review of the business development, performance during the financial period and position both at the end of the
financial period and at the current time In providing this review, the aim s to present a view that 1s both balanced and
comprehenstve and 1s consistent with the si1ze and complexity of the business

Objectives and future developments

High level strategies are determmed by Aviva ple and these are shown 1n its financial statements The directors consider
that the Company's principal activity will continue unchanged nto the foreseeable future

Financual key performance indicators

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

- (Decrease)/increase in revenue and
- Profit before tax as a proportion of revenue

A summary of the KPIs 15 set out below

Measure 2009 2008
{DecreaseYincrease 1n revenue (7 0%) (21 0%)
Profit before tax as a proportion of revenue 14 3% 44 3%




Commercial Union Trustees Limited
Directors’ report (continued)

Business review (continued)
Financial position and performance
The financial position of the Company at 31 December 2009 1s shown n the statement of financial position on page 11,

with the trading results shown n the income statement on page 10 and the statement of cash flows on page 13

Profit before tax decreased from £70 thousand 1n 2008 to £21 thousand 1n 2009 This 1s due to a decline n turnover,
and an increase i admmistrative expenses from £94 thousand in 2008 to £127 thousand in 2009 Costs are allocated to
the Company based on the Company's fee revenue relative to other Group companies carrying on similar work Costs
increased compared to 2009 and the Company's proportion of total fees increased, leading to the mcrease i allocated
costs

Principzl risks and uncertainties.

A description of the principal risks and uncertainties facing the Company and the Company's risk management policies
are sel out n note 12 to the financial statements

Going concern
After making enquiries, the directors have a reasonable expectation that the Company has adequate resources to

continue in operational existence for the foresesable future  For this reason, they continue to adopt the going concern
basis in pteparing the financial statements

Financial instruments
I he business of the Company includes the use of financial instruments Details of the Company's risk management

objectives and policies and exposures to nisk relatmg to financial instruments are set out i note 12 to the financial
statemnents

Dividends

No interim dividend for the year was paid (2008 £ nil) The directors do not recommend the payment of a final
dividend (2008 £ nil)

Employees

All employees are employed by a fellow Group company, Aviva Employment Services Limited Disclosures relating to
employees may be found in the Annual Report and Accounts of Aviva ple

Auditor

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

LPS)
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Directors’ report (continued)

Dhirectors' liabilities

Aviva ple, the Company's ultimate parent company, has granted an indemnity to the directors against liabihity n respect
of proceedings brought by third parties, subject to the conditions set out 1n the Companies Act [985 This indemnity was
granted 1n 2004 and the provisicns in the Company's Articles of Association constitute "qualifying third party
indemnities” for the purposes of sections 309A to 309C of the Companies Act 1985 These quahfying third party
indemnity provisions remain 1n force as at the date of approving the directors' report by virtue of the transitional
provisions to the Companies Act 2006

Disclosure of imformation to the auditor

Each person who was a director of the Company on the date that this report was approved confirms that, so far as the
director 15 aware, there 1s no relevant audit information, being information needed by the auditor in connection with
preparing his report, of which the auditor 1s unaware Each director has taken all the steps that he ought to have taken as
a drrector 1n order to make himself aware of any relevant audit information and to estabhish that the auditor 1s aware of
that information

Statement of directors’ responsibilities

The directors are required to prepare financial statements for each accounting period that comply with the relevant
provisions of the Companies Act 2006 and International Financial Reporting Standards (" IFRS") as adopted by the
European Unmion ("EU"), and which present fairly the financial position, financial performance and cash flows of the
Company at the end of the accounting period A fair presentation of the financial statements in accordance with [FRS
requires the dirsctors to

select suttable accounting policies and venify they are apphied consistently 1n preparing the financial statements on
the going concern basis, unless it 1s inappropriate to presume that the Company will continue in business,

present information, including accounting policies, 1n a manner that provides relevant, rchiable, comparable and
understandable nformation,

provide additional disclosures when compliance with the specific requirements m [FRS is insufficient to enable users
to understand the impact of particular transactions, other events and condiions on the Company's financial position
and financial performance, and

state that the Company has comphed with apphcable 1IFRS, subject to any material departures disclosed and
explained 1n the financial statements

The directors are responsible for maintaining adequate accounting records which are intended to disclose with
reasonable accuracy, at any time, the financial position of the Company at that time  They are also ultimately responsible
for the systems of internal control maintaned for safeguardmng the assets of the Company and for the prevention and
detection of fraud and other nregularities

By order of the Board

r7

Authonised signatory
For and on behalf of Aviva Company Secretanal Services Linnted
Company Secretary

22 ,(4/;.!#/4”’ 20/0
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Independent auditor’s report
To the members of Commercial Union Trustees Limited

We have audred the financial statements of Commercial Union Trustees Limited for the year ended 31 December 20069,
which comprise the Income Statement, the Statement of Financial Position, the Statement of Changes wn Equity, the
Statement of Cash Flows, and the related notes | to 14 1he financial reporting framework that has been applied in their
preparation 1s apphicable law and International Financial Reporting Standards (IFRSs) as adopted by the European
Unton

I'his report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006  Our audit work has been undertaken so that we might state to the Company's members those
matters we are required to state to them mn 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 opimons we have formed

Respective responsibilities of direetors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view

Qur responsibihity 1s to audit the financial statements in 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
tor Auditors

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures m the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error
['tus 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

Opmion on financial statements

In our opinion the financial statements
* give a true and fair view of the state of the Company’s affairs as at 31 December 2009 and of 1ts 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

Opinton on other matter prescribed by the Companies Act 2006

In our optnion the information given 1n the Directors' Report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements
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Independent auditor's report (continued)
To the members of Commereial Union Trustees Limited

Matters on which we are required to report by exception

We have nothing to report n respect of the followmng matters where the Companies Act 2006 requires us to report to
you if, in our opinion

. adequate accounting records have not been hept, 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
certamn disclosurcs of directors  remuneration specified by faw are not made, or

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

Ernd & Young g

Angus Millar (sewuor statutory auditor)
for and on bchalf of Ernst & Young LLP
l.ondon

71 Seplember 2010
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Accounting policies

the Company 1s a hmited liability company incorporated and domiciled in Great Britain lts principal activity 1s to act as an
administrator of executor and trustee business

The principal accounting policies adopted 1n the preparation of these financial statements are set out below
(A) Basis of presentation i

T'he financial statements have been prepared in accordance with IFRS and International Accounting Standards ("IAS") as
endorsed by the EUJ, appiicable at 31 December 2009

The following recently 1ssued pronouncements are effective for the 2009 financial statements and had been endorsed by the
EU as at the date of authorisation of these financial statements  With the exception of IAS 1 Presentation of Financial
Statements A Revised Presentation and Amendment to IFRS 7 Improving Disclosures about Financial instruments (see note
13, none of these pronouncements materially impact the Company's financial reporting

* IAS | Presentation of Financral Statements A Reviscd Presentation

* Amendment 10 IAS 23 Borrowing Costs

» Amendments {0 1AS 32 and 1AS 1 Puttable Financial Instruments and Obligations Arising on Liquidation
» Amendment to IAS 39 Reclassification of Financial Assets Effective Date and Transition

» Amendments to [AS 39 and [FRS 7 Reclassification of Financial Assets

* Improvements to [FRSs (1ssued in May 2008)

* Improvements 1o IFRSs (1ssued in Apnil 2009)

» Amendments to IFRS 1 and IAS 27 Cost of an Investment in a Subsidiary, Jontly-controlled Entity or Assocrate
» Amendment to [FRS 2 Share-based Payment Vesting Conditions and Cancellations

+ Amendments to IFRS 7 Improving Disclosures about Financial instruments

* IFRS 8 Operaung Segments

» Amendments to IFRIC 9 and [AS 39 Embedded Derivatives

» [FRIC 13 Customer Loyalty Programmes

+ [FRIC 15 Agreements for the Construction of Real Estate

* IFRIC 16 Hedges of a Net Investment 1n a Foreign Opcration

+ [} RIC 18 Transfers of Asscts from Customers

Lhe following pronouncements are ¢ffective in future years and had been endorsed by the EU as at the date of authonsation of
the financial statements These pronouncements are not expected to have a material impact on the Company's financial
reporting

* Amendments to 1AS 27 Consclidated and Separate Financial Statements

* Amendment to 1AS 32 Classification of Rights Issues

* Amendment to 1AS 39 Financial Instruments Recognition and Measurement Eligible Hedged Htems
* Improvements to 1FRSs (1ssued in Apri 2009)

* Revised IFRS | First Time Adoption of IFRS

» Amendments to IFRS 1 Additional Exemptions for First-time Adopters

+ Amendments to IFRS 2 Group Cash-settled Share-based Payment Transactions

* Revised IFRS 3 Business Combimnations

* IFRIC 17 Dustributions of Non-cash Assets to Owners

IFRS 9 Financial Instruments 1s effective in future years and awaiting endorsement  The Company 15 currently reviewing the
potential impact on the financial statements

The financial statements are stated i pounds sterling, which 15 the Company’s functional and presentation currency Unless
otherwise noted, the amounts shown n these financial statements are 1n thousands of pounds sterling ("£000")
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Accounting policies (continued)

{B) Use of estimates

The preparation of financial statements requires the Company to make estimates and assumptions that affect 1tems
reported 1n the statement of financial position and income statement and the disclosure of contingent assets and habilities
at the date of the financial 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 ulumately may differ from those
estimates, posstbly sigmficantly

(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 recognised in the accounting period 1n 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 10 be provided

Interest income 15 recognised using the effective interest method
(D) Derecognition and ofiset of financial assets and financial lrabihities

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derccognised where

§)] the nights 10 receive cash flows from the asset have expired,
(u}  the Company retains the right to receive cash flows from the asset but has assumed an obligation to pay them in
full without material delay to a third party under a "pass-through” arrangement, or
(1)  the Company has transferred its rnights to receive cash flows from the asset and either
(a) has transferred substantialiy all the risks and rewards of the asset, or
(b)  has ncither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset

A financial hiability 1s derecognised when the obhgation under the hability 1s discharged, cancelled or expires

Francial assets and habilities are offset and the net amount reported 1n the statement of financial position when there 15
a legally enforceable right to set off the recognised amounts and there 1s an intention to settle on a net basis, or realise
the asset and settle the hability simultancously

(E) Trade reccivables

Trade recervables are recognised nitiaily at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment A provision for impairment of trade receivables 1s established when
there 15 objective evidence that the Company will not be able to collect all amounts due according to the original terms
of receivables  The amount of the provision 1s the difference between the asset’s carrying amount and the present value
of estimated future cash flows, discounted at the effective interest rate  The movement in the amount of the provision 1s
recognised in the income statement
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Accounting policies (continued)
(F) Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and 1n hand, deposits held at call with banks, treasury bills and other
short-term haghly hquid investments that are readily convertible to known amounts of cash and which are subject to an
insigmificant risk of change in 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 insignificant change in 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 applicable, 1s allocated over prefits 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 liability method, on all
material temporary differences between the tax bases of assets and liabilities and therr carrying amounts 1n the financial
statements 1 he rates enacted or substantively enacted at the statement of financial position date are used to determine
the deferred tax

Deferred tax assets are recognised to the extent that 1t 13 probable that future taxable profit will be avaiiable agamst
which the temporary difterences can be utilised

(H) Share capital and dividends
Equity instruments

An equity instrument 15 a contract that evidences a residual mnterest in the assets of an entity after deducting all of 1ts
liabilities  Accordingly, a financial instrument 15 treated as equuty 1f

(1) there 15 no contractual obhgation to dehver cash or other financial assets or to exchange financial assets or habihiies

on terms that may be unfavourable, and

(11} the mstrument will not be settied by delivery of a variable number of shares or 1$ a derivative that can be settled
other than for a fixed amount of cash, shares or other financial assets

Dividends

Interim dividends on ordinary shares are recogmised in equity in the period n which they are paid Fnal dividends on
these shares are recognised when they have been approved by shareholders
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Income statement
For the year ended 31 December 2009

Revenue
Admrnistrative expenses
QOperating profit
Interest receivable
Profit before tax

Tax expense

Profit for the year

Note 2009 2008
£000 £000

147 158

(127) (94)

20 64

2 1 6
21 70

6 (6) (20)
15 50

| he Company has no comprehensive income other than that included 1n the results above and therefore a separate

statement of comprehensive income has not been presented

The accounung policies on pages 7 to 9 and notes on pages 14 to 22 are an witegral part of these financial statements
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Statement of financial position
As at 31 December 2009

ASSETS
Non-current assets

Trade and other reccivables

Current assets

I'tade and other receivables
Cash and cash equivalents

LIABILITIES

Current habilities
Trade and other payables
Net current assets
Non-current habilities

[ rade and other payables
Laabuitties for current tax
Net assets

EQUITY

Ordinary share capital
Retained earnings

Total equity

Note

11(b)

oo

2009 2008
£000 £000
1,922 -
1 1,989

154 90
155 2,079
93) (463)
62 1,616
(367) -
(6) (20)
1,611 | 596
1,000 1,000
611 596
1,611 1,596

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

R H Spicker
Director

Approyed by the Boardon & L f—(//-(mj,ef 2010
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Statement of changes in equity
For the year ended 31 December 2009

Balance at 1 January 2008

[ otal comprehensive income for the year
Total movements in the year

Balance at 31 December 2008

I otal comprehensive income for the year
T'otal movements in the year

Balance at 31 December 2009

Ordinary Retained

share capital earnings Total equity
£000 £000 £000

1,000 546 1,546

- 50 50

- 50 50

1,000 596 1,596

- 15 15

- 15 15

1,000 611 1,611

T'he accounting policies on pages 7 to © and notes on pages 14 to 22 are an integral part of these financial statements
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Statement of cash flows
For the year ended 31 December 2009

Cash flows from operating activities

Net cash inflow from/{outflow to) operating activities
Net cash from/fused i) oper ating actvities

Cash flows from investing activities

Interest received

Nef cash from invesiing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Note 2009 2008
£000 £000

F1(a) 63 (8)
63 (8)

i 6

1 6

64 2)

90 92

11(b) 154 90

T'he accounting policies on pages 7 to 9 and notes on pages 14 to 22 are an integral part of these financial statements
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Notes to the financial statements

1. Presentation changes

(a) The Company has adopted 1AS 1 (Revised) Presentation of Financial Statements as at 1 January 2009 The
principal effect of this has been in presentation of the financial statements, in the following areas

(1) The utles of some of the prime statements have changed, so that the statement of changes in shareholder's equity
1S now called the statement of changes in equity, the balance sheet is now called the statement of financial position,
and the cash flow statement 1s now called the statement of cash flows

(11) The standard requires the income tax effect of each component of comprehensive income to be disclosed

(1) Changes n the year in each element of equity must now be shown on the face of the statement of changes n
equity, rather than m the notes

(1v) The standard requires entities to present a comparative statement of financial position as at the beginning of the
earliest comparative period when the entity has either apphied an accounting policy retrospectively, makes a
retrospective resiatement or reclassifics items in the financial statements None of these conditions applies

(b) The Company has also adopted Amendments to [FRS 7, Improving Disclosures about Financial Instruments, as
at 1 January 2009 [he principal impact of these amendments 15 to require disclosure of an enhanced discussion and
analysis of hquidity risk, including a maturity analysis of financial assets held for managing hiquidity risk, if that

information 15 necessary to enable users of its financial statements to evaluate the nature and extent of hquidity risk

Comparative information for the disclosures required by the [FRS 7 amendments 1s not needed in the first year of
application

2. Interest receivable

2009 2008
£000 £000
Bank interest receivable 1 6

3. Employee information

All employees are emploved by a tfellow Group company, Aviva Employment Services Limited Disclosures
relating to employees may be found in the Annual Report and Accounts of Aviva ple

4, Directors

All directors of the Company are remuncrated as employees by Aviva Employment Services Linmted This
remuneration 15 recharged to all operating divisions of the Group under management service agreements However
no cost is borne by the Company for the services of the directors in theiwr capacity as directors




Commercial Union Trustees Limited

Notes to the financial statements (continued)

5. Auditor's remuneration

The total remuneration payable by the Company, excluding VAT, to 1its auditor, Emst & Young LLP, in
respect of the audit of these financial statements, 15 shown below The Company 1s exempt from disclosing
other fees payable to 1is auditor, in respect of other work, by virtue of regulatien 5{1)(b} of [he Companies
{Disclosure of Auditor Remunerauon and habilhity Limitation Agreements) Regulations 2008, as 1t 1s
disclosed within the Annual Report and Accounts of Aviva ple, the Company's ultumate controlling entity
(see note 14{c))

2009 2008
£000 £000
Audit services
Statutory audit of the Company's financial statements 2 2

Audit fees arc paid by Aviva Central Services UK Limited, a fellow Group company, and recharged as
appropriate to the Company and tellow Group comparies

6. Tax
(a) Tax charged to income statement
2009 2008
£000 £000
Current tax
For this vear 6 20
Total tax charged to income statement 6 20

(b} Tax reconcihation

I'he tax on the Company's profit before tax 15 cqual to the theoretical amount that would arise using the tax
rate i the United Kingdom ("UK™) as follows

2009 2008

£000 £000
Profit before tax 21 70
Tax calculated at standard UK corporation tax rate of 28% (2008 28 5%) 6 20
[ otal tax charged to the income statement (note 6(a}) 6 20
7. Trade and other receivables

2009 2008

£000 £000
Amounts due from related parties (note 14(a)(1)) 1,922 1,967
Accrued income | 22

1,923 1,989
Cxpected to be recovered within one year | 1,989
Expected to be rccovered n more than one year 1,922 -

5 1,923 1,989




Commercial Union Trustees Limited

Notes to the financial statements (continued)

8. Trade and other payables

Amounts owed to related parties (note 14(a)(11))

Expected to be settled within one year
Expected to be settled in more than one year

9, Tax assets and liabilities
Current tax
Tax hability

Expected to be payable 1n more than one vear
Tax hability recognised in statement of financial position

[aabilities for prior years' tax settled by group relict of £20 thousand (2008 £34 thousand) are included within

2909 2008
£000 £000
460 463
93 463
367 -
460 463
2009 2008
£000 £000
6 20

6 20

"Irade and other payables” (note 8) and within the related party transactions {note 14(a)(11)) and are payable m less

than one yeat

A gradual reduction 1n the UK corporation tax rate from 28% to 24% over 4 years was announced 1n the Emergency
Budget of 22 Junc 2080  Ihe Finance Act published on 29 July 2010 included the first of the 1% rate reductions
with etfect from Apnl 2011, wrth subsequent reductions to be dealt with by future legislation No material impact

15 expected to arise from the 4% reduction

10. Ordinary share capital

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

Authorised
1,000,000 (2008 1,000,000) Ordmary shares of £1 each

Allotted, called up and fully paid
1,000,000 (2008 1,000,000} Ordinary shares of £1 each

16

2009 2008
£000 £000
1,000 1,000
1,000 1,000
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Notes to the financial statements (continued)

11. Statement of cash flows

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

2009 2008
£000 £0090
Profit before tax 21 70
Adjustment for
Interest receivable ) (6)
Changes 1n working capitai
Decrease/{(icrease) in trade and other receivables 66 (i67)
{Decrease)/increase 1n trade and other payables (23) 95
Net cash mflow from/(outflow to) operating activities 63 (8)

"(Decrease)increasce 1n trade and other payables” 1s stated after ehiminating £20 thousand (2008 £34 thousand) of
corporation tax hability settled or to be settled by group rehef

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

2009 2008
£000 £000
Cash at bank and in hand 154 90
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Notes to the financial statements (continued)

12, Risk management

{he Company has established a risk management framework to protect the Company from events that hinder the sustanable
achievement of the Company’s performance objectives, including failing to exploit opportunities This framework is operated by
a group of companies, "UKGI"” {including the UK general insurance business carried out within Aviva Insurance Limited and
Aviva International Insurance Limited), within the Aviva ple group ("the Group"), that are engaged n wrtting general insurance
business and in various non-insurance activities in the UK The risks faced by the Company can be categornised as follows

= financial risks, which cover credit and hquidity risks,

+ strategic risks which include 185ues such as customer products and markets as well as any risks to the Company's business
model ansing from changes n the market, and risks anising from mergers and acquisitions and

= operational risks which arise from inadequately controlled internal processes or systems, human error or non-compliance as
well as from external events Operational nisks include taxation, reputation and regulatory risks, such as compliance

T'he risk management framework provides the means to 1denufy, assess, measure, manage and monttor all of the different types
of rnisk faced by UKGI to provide a single picture of the threats and uncertainties faced and opportunities that exist

UKGI sets limits to manage material risks to ensure the risks stay within rnisk appetite {the amount of risk UKGI s willing to
accept) UKGI assesses the size and scale of a risk by considerning how hikely 1t 1s that the nisk will matenalise and the potential
tmpact the nisk could have on its business and its stakeholders Where risks are outside appetite, actions are agreed to mitigate
the exposure

UKGTI’s nsk management framework 1s designed to manage, rather than eliminate, the risk of faslure to achieve business
objectives and can provide only reasonable assurance against matenal financial misstatement or loss New risks or risks
currently considered smmatenal may also impair the future achievement of business objectives

UKGI recognises the enitical importance of maintaining an efficient and effective nisk management framework To this end,
UKGI has an established governance framework, which has the following key elements

* defined terms of reference for the legal entity Boards and the associated executive management and other committees within
UKGI,

» aclear orgamisational siructure with documented delegated authortties and responsibihities from the legal entity Boards to
exceulive mandagement committees and senior management, and

« adoption of the Group policy framework that defines risk appetite measures and sets out risk management and control
standards for the Group s worldwide operations The policies also set out the roles and responsibilities of businesses,
regions, policy owners, and risk oversight commuittees

UKG! has developed economuc capital models that support the measurement, comparison and further understanding of its risks
The results of the modelling are incorporated mto key strategic planning and decision making processes These models show the
relative impact to economic capital from the risks faced In turn this supports the assessment of appropriate and effective
mitigating strategies where rnisks are outside of appetite
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Notes to the financial statements (continued)
12. Risk management (continued)

(a) Financial risk management
(1) Credit risk
Credit risk 15 the nisk of loss 1n the value of financial assets due to counterparties failing to meet all or part of their obligations

UKGI's management of credit risk 1s carried out in accordance with Group credit risk processes, which include setting
exposure [1mits and monitoring exposures 1 accordance with ratings set by credit ratings agencies such as Standard & Poor's
Exposure levels dare reported 1o, and reviewed by the UKGI Financial Risk Comnuttee

Financial assets are graded according to current credit ratings 1ssued AAA 15 the highest possible rating Investment grade
tinancial assets aie classified within the range of AAA to BBB ratings Financial assets which fall outside this range are
classified as speculative grade Credit limits for each counterparty are set based on default probabilities that are in turn based
on the rating of the counterparty and the type of exposure concerned

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

Credit rating

{ arrymng valuemn the

Speculauve statement of financial

31 Decumbcr 2009 AAA Ad A BEB grade MNen-rated pusitton

£000 £000 £000 £000 £000 £000 £000

Cash and cash equivalents - - 154 - - - 154
Credit rating

Carrying valuc in the |

Speculative statement of financril

31 Decumber 2008 AAA AA A BBE grade Moo-rated position

£000 £000 £000 £000 £000 £000 1000

(ash and cash equivalents - - 90 - - - 90

At 3t December 2009, trade and other receivables are £1 923 thousand (2008 £1,989 thousand)} Of this amount £1,922
thousand (2008 £1,967 thousand) 1s due from related parties, details of which are set out mn note 14

At 31 December 2009 and 2008, no financial assets are impaired or overdue

The Company's cash and cash equivalents are placed with one counterparty
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Notes to the financial statements (continued)
12. Risk management (continued)

(n) Liguidaty risk

[ he Company 1s supported through uts participation in UKGI

I he following table provides an analysis, by maturity date of the principal, of the carrving value of financial assets,
which are available to fund the repayment of liabilities as they crystallise

31 December 2009 Total  Within | year Ito5years Mo fitd terms
£000 £000 £000 £000

Receivables and other financial assets 1,623 | - 1,922
Cash and cash equivalents 154 154 - -
2,077 155 - 1,922

I'he assets above are analysed in accordance with the earliest possible redempuion date of the instrument at the inimtanion
of the Company

As explamed in note 1(b), comparative information for the disclosures required by the [FRS 7 amendments 1 not
needed in the first year of application and se no table for 2008 1s presented above

The following tabie shows the Company's financial rabilities analysed by duration

31 December 2009 Total Within | year {toSyears No fixed terms
£000 £000 £000 £000
i'rade and other payables 460 93 - 367
Liabilities for current tax 6 - 6 -
466 93 6 367
31 December 2008 Yo Within i year IwSyears  Nofixed terms
£000 £000 £000 £000
Trade and other payables 463 463 . .
Liabalities for current tax 20 - 20 -
483 463 20 -

(b) Strategic risk management
(1) Types of strategic rish

UKGI 1s exposed to a number of strategic risks UKGI's strategy needs to support its vision, purpose and objectrves and
be 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 acquisttion
opportunities and emerging trends (such as chmate change, pandemic events and improving loengevity)

(1) Management of strategic risks

Strategic nisk 1s explicitly considered throughout UKGI's strategic review and planming process Developments are
assessed during the quarterly performance management process where all aspects of the risk profile are considered

UKGI actively engages with external bodies to share the benefit of its expertise 1n supporting responses to emerging
risks as well as challenging developments that could be damaging to the business and the industry as a whole

20




Commercial Union Trustees Limited

Notes to the financial statements (continued)

(c) Operational risk management

Opcrational risk 1s the risk of loss, resulting from inadequate or failed internal processes, people and systems or from
external events Operational risks include taxation, reputation and regulatory risks, such as compliance Only financial
nstrument risk requires quantification under IFRS and consequently no quantification of this nsk 1s previded

UKGI 1s responsible for identifying and managing operational risks in line with minimum standards of control set out 1n
Group policies Each operational risk 1s assessed by considering the potential impact and the probability of the event
occurring impact assessments are considered against financial, operational and reputational criteria

Business management teams must be satisfied that all matenal risks falling outstde the Group's nisk appetite are being
mitsgated, monttored and reported to an appropriate level Any risks with a lugh potential unpact level are monitored
locally

The UKGI risk management and governance function is responsible for ensuring implementation of the Group risk
management methodologics and frameworks 1o assist line management m this work It also provides support and
imdependent challenge on the completencss, accuracy and consistency of risk assessments, and the adequacy of
mitigating action plans

The management of operauional risk 15 overseen by the UKGI Operational Risk Commuttee

As a consequence of the above, the business unit executive management team satisfies 1tself that material nsks are being |
mitigated and reported to an acceptable level |

13. Capital structure

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

(1) General

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

(b) Capital management

In managing uis capital, the Company seeks to

(1) maintan financial strength,

(1)  retain financial flexibility by maintaming strong hqudity, and

(i) allocate capital effictently to support growth and repatriate excess capital where appropriate

I'he Company considers not only the traditional sources of capital funding, but alternative sources of capital, as
appropriate, when assessing its deployment and usage of capital

(c) Measure of capital

The Company 1s required to report its results on an IFRS basis
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13. Capital structure (continued)

(d) Captal structure

IFRS net assets

IFRS net assets

2009 2008
£000 £000
Admumistrator of executor and trustee business 1,611 1,596
Total capital employed 1,611 1,596
Financed by
Equity sharcholder's funds 1,611 1,596
14. Related party transactions
(a) [he Company had the following related party transactions i 2009 and 2008
(1) Services provided to related parties
2009 2008
Income earned Receivable Income earned Recervable
1N year at year end In year at year end
£000 £000 £000 £000
Other Group companies - 1,922 - 1,967
The receivables trom ielated parties are not secured and no guarantees were received 1n respect thereof
(i) Services provided by related parties
2009 2008
Expense incurred Payable Expense incurred Payable
In year at year end mn year 4af year end
£0600 £000 £000 £000
Other Group companics 127 460 94 463

Expenses incurred relate to recharges of administrative expenses from Aviva Insurance UK Limited and Aviva Central

Services UK Limited, fellow Group companies

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

note 9

(im) Key management compensation

T he directors and key management of the Company are considered to be the same as for Aviva Insurance UK Limited, a
tetlow Group company Information on key management compensation may be found 1n note 31 - Related party transactions,

in the financral statements of Aviva Insurance UK Limited (formerly Norwich Umon Insurance Limited)

(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 plc, St Helen's, 1 Undershaft, London, EC3P 3DQ
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