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Aviva Wrap Group UK Limited
Registered in England No. 4344611
Directors’ report

The directors present their annual report and financial statements for Aviva Wrap Group UK Limuted (the
Company) for the year ended 31 December 2010

Directors

The names of the present directors of the Company appear on page 1

J R Lister was appointed as a director of the Company on 19 May 2010

I Butterworth and A C Seymour-Jacksen resigned as directors of the Company on 31 December 2010
T E Strauss resigned as a director of the Company on 23 May 2011

Business review, principal activities and future outlook

The principal activity of the Company was formerly to act as a holding company and to provide admimstrative
support 1o group companies

In January 2009, the chent portfolios were outsourced to Scotush Friendly Assurance (SFA) through a third party
administration agreement, providing customers access to a new IT platform with enhanced functionality and
service levels

As a result of the outsourcing and the subsequent de-commissioning of the Lifetume IT Platform, the relationship
between the Company, Aviva Pension Trustees UK Limited (UKPTL) and Aviva Wrap UK Limited (UKW) was
reviewed Following the implementation of various contractual changes and revised Service Level Agreements
during the year, from 1 January 2010 the Company no longer receives expense recharges from Awviva Life
Services UK Limited (UKLS) UKLS now recharge UKPTL and UKW directly The Company also no longer
recerves assigned income and expenditure relating to the Self Invested Personal Pension (SIPP) business from
UKPTL as of this date

As a result of the restructure of the Wrap and SIPP legal entities, the Company sold us subsidiary undertaking,
Aviva Wrap UK Limted (UKW), to Aviva Life Holdings UK Limited (UKLH), the Company’s immediate
parent undertaking, on 31 March 2010 for the net asset value of £9 5 mallion

Shareholders’ equity has increased by £0 7 million (2009 decreased by £5 muillion) as a result of the profit for
the year This 1s driven by the current year tax credit of £1 0 mullton which has arisen from the crystalhisation, on
cessation of trade, of a previously unrecognised deferred tax asset in respect of capital allowances accrued 1n
prior years

Financial position and performance

The financial position of the Company at 31 December 2010 1s shown 1n 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

Principal risks and uncertainties

The Company 15 exposed to financial risk through 1ts financial assets and habilines in the ordinary course of 1ts
business The major component 1s credit risk due to counterparties failing to meet all or part of their obhgations
in a timely fashion, and operational risk of loss resulting from inadequate or failed nternal processes, people and
systems, or from external events, including regulatory nsk Management are responsible for the rdentfication,
assessment, control and monitoring of operational risks and for reporting these 1n accordance with the Group’s
escalation critena for assessment 1n terms of their probability and impact 1n accordance with Group policy

Key performance indicators (KPIs)
Profit after tax for the year 1s £0 7 mullion (2009 £4 8 million loss)

Dividend

The directors do not recommend the payment of a dividend for the year (2009 £nid)

3




Aviva Wrap Group UK Limited

Directors’ report (continued)

Going concern

On 29 July 2008, an agreement was reached 1o outsource the admimstration of the wrap platform to SFA and
consequently the activities of the Company have been treated as discontinued and these accounts have not been
prepared on a going concern basis The statement of financial position reflects the net realisable value of all
items, at which they are expected to be settled 1n due course

Major events

On 30 March 2010, the Company approved the sale of the entire 1ssued share capital of 1ts wholly owned
subsidhary undertaking, Aviva Wrap UK Limited, to Aviva Life Holdings UK Limuted, for a consideration of the
net asset value of £9 5 million

On 24 August 2010, the Company resolved to delete all the provisions of 1ts Memorandum of Associauon, which
by virtue of section 28 of the Compames Act 2006, are treated as provisions of the Company’s Articles of
Association (Arucles) and resolved to adopt New Articles The New Articles were adopted with effect from 3
September 2010

Employees

All employees are employed by a fellow subsidiary undertaking of Aviva plc, Aviva Employment Services
Limuted (AES) Disclosures relaung to employees may be found in the Annual Report & Accounts of Aviva plc

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 so far as
the director 1s aware, there 1s no relevant audit informauon, bemg information needed by the auditor n
connection with preparing their report, of which the auditor 1s unaware Each director has taken all the steps that
he ought to have taken as a director 1n order to make himself aware of any relevant audit information and to
establish that the auditor 1s aware of that information

Auditor

It 1s the intention of the directors to reappoint the auditor under the deemed appointment rules of Section 487 of
the Companies Act 2006

Directors’ liabilities

Aviva plc, the Company’s ulumate parent, has granted an indemnity to the directors agast hability 1n respect of
proceedings brought by third parties, subject to the conditions set out in the Companies Act 1985 This indemnity
was granted 1n 2004 and the provisions in the Company’s Articles of Association constitute “qualifying third
party indemnities” for the purposes of sections 309A to 309C of the Compames Act 1985 These qualifying third
party indemmty provision remains in force as at the date of approving the Directors’ report by virtue of the
transitional provisions of the Compantes Act 2006




Aviva Wrap Group UK Limited

Directors’ report (continued)

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 Union, and which present fairly the financial position, financial performance and cash
flows of the Company at the end of the accounung peniod A fair presentauon of the financial statements 1n
accordance with IFRS requires the directors to

select suitable accounting polictes and venfy they are applied consistently in preparing the financial
statements, on a gomg concern basis unless 1t 1s inappropriate to presume that the Company will continue in
business,

present information, including accounting pohcies, 1n a manner that provides relevant, rehable, comparable
and understandable informauon,

provide additional disclosures when comphance with the specific requirements in IFRS 1s 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 applicable IFRS, subject to any material departures disclosed and
explaned 1n the financial statements

The directors are responsible for mamtaining adequate accounting records which are intended to disclose with
reasonable accuracy, the financial position of the Company at that ume They are also ultimately responsible for
the systems of internal contrcl maintained for safeguarding the assets of the Company and for the prevention and
detecuon of fraud and other irregulanties

By ordeggdfithe Board W\ July 2011

il o .

Aviva Codmpany Secretarial Services Limited Company Secretary




Aviva Wrap Group UK Limited

Independent auditor’s report

Independent auditor’s report to the members of Aviva Wrap Group UK Limited

We have audited the financial statements of Aviva Wrap Group UK Limited for the year ended 31 December
2010 which comprise the Income Statement, Statement of Comprehensive Income, Statement of Financial
Position, Statement of Changes in Equity, Statement of Cash Flows and the related notes I to 19 The financial
statements have been prepared under the break-up basis, as set out in accounting policy A The financial
reporting framework that has been applied 1n therr preparation is applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union

Thus report 1s made solely to the Company's members, as a body, n accordance with Chapter 3 of Part 16 of the
Companes Act 2006 Our audit work has been undertaken so that we mught state to the Company's members
those matters we are required to state to them in an auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility 1o 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 auditors

As explained more fully 1n the Statement of Directors’ Responsibilines (set out on page 5), the directors are
responsible for the preparation of the financial statements and for being sausfied that they give a true and farr
view Our responsibility 1s 10 audit and express an opinion on the financial statements 1in accordance with
apphicable 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

Scope of the audit of the financial statements

An audit invelves obtaiming evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial stalements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmificant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion 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 2010 and of 1ts profit for
the year then ended,

- have been preperly prepared 1n accordance with IFRSs as adopted by the European Union, and
- have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information gaven in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act 2006 requires us o
report to you 1f, 1n our opinion

- 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 1n 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 informauon and explanations we require for our audit

5«#4% P

Stuart Wilson (Senior Statutory Auditor)
Jfor and on behalf of Ernst & Young LLP, Statutory Auditor
London L July201i




Aviva Wrap Group UK Limited

Accounting policies

The Company, a lmted company incorporated and domiciled 1n the United Kingdom (UK), acted as a holding
company and was responsible for the development of the Group’s personal portfolio ‘wrap’ platform and the
provision of admmstrative support to Group companies

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

The financial statements have been prepared 1n accordance with [FRS applicable at 31 December 2010 As
required by 1AS 1, Presentation of Financial Statements, management have prepared the financial statements on
the basis that the entity 15 no longer considered a going concern

In 2008, the TASB 1ssued revised versions of IFRS 3, Business Combinations, and IAS 27, Consolidated and
Separate Financial Statements The former introduced a number of changes in accounting for such transactions
that iumpact the amount of goodwll recognised, the reported results in the period an acquisition occurs, and future
reported results The latter now requires a change in the ownership interest of a subsidiary (without loss of
control) to be accounted for as an equity transaction, rather than giving nise to goodwill or a gan or loss
Consequential amendments were made 10 IAS 7, Statement of Cash Flows, 1AS 12, Income Taxes, 1AS 21, The
Effects of Changes in Foreign Exchange Rates, 1AS 28, Investments in Associates, and 1AS 31, Interests in Jownt
Ventures These amendments do not have any impact on the Company’s financial reporting

Duning 2008 and 2009, the IASB also 1ssued amendments to IFRS 1, First Time Adopnon of IFRS, IFRS 2, Share-
Based Payment, IAS 39, Financial Instruments Recognition and Measurement and the results of 1ts annual
improvements project IFRIC interpretation 17, Distributions of Non-cash Assets to Owners, 1ssued in 2008, has also
been endorsed by the EU These are all apphicable for the first ime 1n the current accounting period and they
have no impact on the Company’s financial reporting

Further amendments to IFRS 1, IAS 24, Related Party Disclosures, and 1AS 32, Financial Instruments —
Presentation, and the results of 1ts next annual improvements project have been 1ssued and endorsed by the EU,
while other amendments 1o IFRS 1, IFRS 7, Financial Instruments — Disclosures, and IAS 12 have been 1ssued
but have not yet been so endorsed These are applicable prospectively for accounting periods commencing 1
February 2010 or later, and are therefore not applicable for the current accounting period On adoption, they will
not have any material impact on the Company’s financial reporting

In 2009, the IASB 1ssued IFRS 9, Financial Instruments — Classification and Measurement, followed by
additional requrements on accounting for financial habilities 1n 2010 These are the first two parts of a
replacement standard for [IAS 39 They are applicable prospectively for accounting pertods commencing |
January 2013 or later, and are therefore not applicable for the current accounting period IFRS 9 has not yet been
endorsed by the EU but, on adoption, will require us to review the classification of certain financial instruments
while allowing us to retain fair value measurement as we deem necessary We have not yet completed our
assessment of 1ts impact

IFRIC tmerpretation 19, Extinguisinng Financial Liabidities with Equaty Instruments, and an amendment to
interpretation 14, IAS 19 — The Limut on a Defined Benefit Asset, Mimumum Funding Requirements and their
Interaction, were 1ssued during 2008 and 2009 and have been endorsed by the EU These are applicable
prospectively for accounting periods commencing 1 July 2010 or later, and are therefore not applicable for the
current accounting period On adoption, they will not have any impact on the Company’s financial reporting

Unless otherwise noted, the amounts shown in these financial statements are 1n thousands of pounds sterhng
(£°000)

As permitted under 1AS 27, the Company has elected not to preseat consolidated financial statements These
financial statements present information about the Company as an individual undertaking and not about its group
Informatien on the ulumate controlling parent and immediate parent can be found 1n note 19




Aviva Wrap Group UK Limited

Accounting policies (continued)

(B) Use of estumates

The preparation of financial statements requires the Company to select accounting policies and make estimates
and assumptions that affect items reported 1n the income statement, statement of financial position, other primary
statements and notes to the financial statements All estimates are based on management’s knowledge of current
facts and circumstances, assumptions based on that knowledge and theiwr predicuons of future events and actions
Actual results can always differ from those esumates, possibly sigmficantly

The table below sets out those 1tems that are considered particularly susceptible to changes n estimates and
assumptions, and the relevant accounting policy

Item Accounung policy
Investment tn subsidhanies D
Deferred acquisition costs G
Provisions 1

(C) Fee and commission income

Fee and commussion income consists of the annual management charge (AMC) and provider funded commuission
(PFC) The AMC 1s calculated on a daily basis on funds under admimstration and charged to the investor on a
monthly basis Revenue 1s recogmsed on an accruals basis PFC 1s being deferred over the expected term of the
investment contract Income also includes fees charged by the Company for the provision of operational assets
and services during the year

(D) Investment in subsidiaries

Investments in subsidiaries are stated at fair value through profit or loss The fair value 1s based on net asset
value Dividends from subsidianes are recogmsed when declared and approved

(E) Financial instruments

Unat trusts are classified as trading and are stated at fair value through profit or loss Instruments carried at fair
value are measured using a fair value herarchy, described 1in note 7, with values based on quoted bid prices or
amounts denved from cash flow models

(F) Financial assets and liabilities

Financial assets and habilities are recogmised in the Company’s statement of financial position when the
Company becomes a party to the contractual provisions of the instrument

Receivables do not carry any interest and are stated at thewr nominal value as reduced by appropnate allowances
for estimated urecoverable amounts

Payables and other financial hiabilities are classified according to the substance of the contractual arrangements
entered 1nto

(G) Deferred acquisition costs

The incremental costs directly attributable to securing investment management contracts are deferred to the
extent that they are expected to be recoverable out of future margins in revenues on these contracts

Deferred acquisition costs are reviewed by category of business at the end of each reporting period and are
written off where they are no longer considered to be recoverable




Aviva Wrap Group UK Limited

Accounting policies (continued)

(H) Statement of cash flows

Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and 1n hand, deposits held on call with banks, treasury bills
and other short-term highly liquid investments that are readily convertible 10 known amounts of cash and which
are subject to an insignificant nisk 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 insigmificant change in
their fair values For the purposes of the statement of cash flows, cash and cash equvalents also include bank
overdrafis, which are included within payables and other financial liabiliies on the statement of financial
posiion

(I) Prowvisions and contingent habilities

Provisions are recognised when the Company has a present legal or censtructive obligation as a result of past
events, 11 15 more probable than not that an outflow of resources embodying econormc benefits wili be required to
settle the obhigation, and a rehable estimate of the amount of the obligation can be made Where the Company
eXpects a provision to be reimbursed, for example under an 1nsurance contract, the reimbursement 15 recogmsed
as a separate asset but only when the reimbursement 18 virtually certain

The Company recognises a provision for onerous contracts when the expected benefits to be derived from a
contract are less than the unavoidable costs of meeting the obligatons under the contract Contingent hiabilities
are disclosed 1f there 1s a possible future obligaton as a result of a past event, or 1f there 1s a present obligation as
a result of a past event but either a payment s not probable or the amount cannot be reasonably esuimated

(J) Income taxes

The current tax expense 1s based on the taxable profits for the year, after any adjustments 1n respect of prior
years Tax, including tax relief for losses if applicable, 15 allocated over profits before taxation and amounis
charged or credited to reserves as appropriate

Provision 18 made for deferred tax habilities, or credit taken for deferred tax assets, using the hability method, on
all matenial temporary differences between the 1ax bases of assets and habihines and their carrying amounts in the
financial statements

Deferred tax assets are recognsed to the extent that 11 15 probable that future taxable profit will be available
against which the temporary differences can be utilised

{K) Share capital

Equity instruments

An equity instrument 1s a contracl that evidences a residual interest 1n the assets of an entity after deducting all 1ts
labilities Accordingly, a financial instrument 1s treated as equity 1f

(1) there 1s no contractual obligation to deliver cash or other financial assets or to exchange financial assets or
liabilities on terms that may be unfavourable, and

(n) the instrument will not be settled by delivery of a vanable number of shares or 1s a denivative that can be
seltled other than for a fixed amount of cash, shares or other financial assets




Aviva Wrap Group UK Limited
Income statement
For the year ended 31 December 2010

2010 2009
Note £000 £000
Income

Fee and commussion income C - 5,189
Interest receivable and symilar income 42 75
Unrealised loss on investments E - (123
42 5,141

Expenses
Administrative expenses 1 - (11,867)
Fair value losses on subsidiary investments 5(a) (265) (1,637)
Finance costs - -
Loss before tax 223) (8,363)
Tax credit J& 4 957 3,587
Profit/(loss) for the year 734 (4,776)

Statement of comprehensive income
For the year ended 31 December 2010

The Company has no other comprehensive income

The accounting policies (1denufied alphabetically) on pages 7 to 9 and the notes (idennfied numerically) on
pages 14 to 21 are an integral part of these financial statements
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Aviva Wrap Group UK Limited
Statement of financial position
As at 31 December 2010

2010 2009

Note £000 £'000
Assets
Investment 1n subsidiaries D&S5 - 9,798
Deferred acquisition costs G&6 - 2,237
Financial instruments E&S8 - 194
Current 1ax assets J& 12 - 2,447
Receivables F&9 16,983 30,483
Prepayments and accrued income - 175
Cash and cash equivalents H &16(b) 1,993 12,104
Total assets 18,976 57,438
Equity
Ordinary share capital K& 10 34,427 34,427
Share premium 11 25,739 25,739
Retained earmings 11 (41,202) (41,936)
Total equity 18,964 18,230
Liabilities
Provisions I&13 - 2,375
Tax habilities J & 12 12 -
Payables and other financial habiliues F& 14 - 32,242
Accruals and deferred income 15 - 4,591
Total liabilities 12 39,208
Total equity and liabilities 18,976 57,438

The accounting policies (1dentified alphabetically) on pages 7 to 9 and the notes (identified numernically) on
pages 14 to 21 are an integral part of these financial statements




Aviva Wrap Group UK Limited
Statement of changes in equity
For the year ended 31 December 2010

Note

Balance at 1 January 2009
Loss for the year 11
Balance at 31 December 2009

Profit for the year 11
Balance at 31 December 2010

Ordinary Share Retained Total

share premium earmings equity
capital

£000 £°000 £000 £000

34,427 25,739 (37,160) 23,006

- - (4,776) (4,776)

34,427 25,739 (41,936) 18,230

- - 734 734

34,427 25,739 (41,202) 18,964

The accounting policies (1dentified alphabetically) on pages 7 10 9 and the notes (1dentified numenically) on
pages 14 to 21 are an integral part of these financial statements
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Aviva Wrap Group UK Limited
Statement of cash flows
For the year ended 31 December 2010

Note
Cash flows from operating activities
Cash used 1n operations 16(a)
Net cash used in operating activities
Net decrease m cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December 16(b)

2010 2009
£°000 £000
(10,111) (999)
(10,111) {999)
(10,111) (999)
12,104 13,103
1,993 12,104

The accounting policies (1dentified alphabeucally) on pages 7 10 9 and the notes (idenufied numencally) on

pages 14 0 21 are an integral part of these financial statements
13




Aviva Wrap Group UK Limited
Notes to the financial statements
For the year ended 31 December 2010

1. Administrative expenses

Administrative expenses include management recharges of £mil (2009 £10,306,000) Under a management
agreement, Aviva Life Services UK Limited (UKLS), a fellow group undertaking, supplies and makes charges for
the pravision of operattonal assets, services and staff to the Company The agreement specifies the amounts
payabie in respect of these expenses

Project expenses, relating to the termination of operations, of £nil (2009 £9/6,000} for data remediation and
transfer of the operations to SFA are also included 1n administration costs

In addition other expenses of £n1l (2009 £645,000) were incurred directly by the Company

2. Directors’ emoluments

None of the directors received any emoluments during the year 1n respect of services as directors of the Company

3. Auditor’s remuneration

2010 2009
£°000 £000
Fees for the statutory audit of the Company’s financial statements 49 43

The fees for 2010 and 2009 are payable to Ernst & Young LLP Audit fees for the current year have been borne
by a fellow group undertaking Audit fees for the prior year formed part of the recharge from UKLS

Fees paid for services other than the statutory audit of this Company are not disclosed in these financial
statements since the consohdated financial statements of the ultimate parent, Aviva plc, are required to disclose
non-audit fees on a consolidated basis

4, Tax

(a) Tax credited to the income statement

2010 2009
£2000 £000

Current tax
For this year (12} 2,447
Prior year adjustments 969 1,140
Total tax credited 1o the income statement (note 4(b)) 957 3,587

The current tax credit of £1 milhon anises as a result of the crystallisaton, on cessation of trade, of a previously
unrecognised deferred tax asset 1n respect of capital allowances accrued n prior years

There were no movements 1n previously unrecogmsed temporary differences which affected the current tax
charge for the year (2009 tax credit increased by £563,000)

14




Aviva Wrap Group UK Limited

Notes to the financial statements
For the year ended 31 December 2010 (continued)

{(b) Tax reconciliation

The tax on the Company’s loss before tax differs from tax calculated a1 the standard UK corporation 1ax rate as
follows

2010 2009
£000 £000
Loss before tax (223) (8,363)
Tax calculated at standard UK corporation tax rate of 28% (2009 28%) 62 2,342
Adjustment to tax charge 1n respect of prior years 969 1,140
Fair value losses on subsidianes 74) (458)
Movement 1n deferred tax asset not recogmzed - 563
Total tax credited to the income statement (note 4(a)) 957 3,587

A gradual reduction 1n the UK corporation tax rate from 28% to 23% over four years was announced in the
Emergency Budget of 22 June 2010 and the Budget on 23 March 2011 On 29 March 2011, a resolution to
reduce the corporation tax rate to 26% with effect from 1 April 2011 was passed under the Provistonal Collection
of Taxes Act 1968, with subsequent reductions to be dealt with by future legislaton

5. Investment in subsidiaries

(a) Movements in the Company’s investments in its subsidianes are as follows:

2010 2009
£000 £°000
Fair value
At 1 January 9,798 11,435
Fair value losses (265) (1,637)
Disposals {9,533) -
At 31 December - 9,798

(b) The Company’s former principal subsidiary, which was wholly-owned, is shown below:

Name of company Principal activity Country of registration

Aviva Wrap UK Limited Financia! services England

(¢} Disposals

On 30 March 2010, the Company transferred its wholly owned subsichary, Aviva Wrap UK Limited, tc Aviva
Life Holdings UK Limuted The transfer was at net asset value

6. Deferred acquisition costs

(a) The carrying amount comprises:

2010 2009
£000 £000

Deferred acquisition costs 1n respect of
Investment contracts - 2,237

15




Aviva Wrap Group UK Limited
Notes to the financial statements
For the year ended 31 December 2010 (continued)

(b) The movements in deferred acquisition costs during the year were:

2010 2009

£000 £000
Carrying amount at ] January 2,237 3,870
Additions - 38
Amortisation (22) (219)
Write off - (1,452)
Transfer 10 UKPTL (2,215) -
Carrying amount at 31 December - 2,237

None of the above total 15 expected 10 be recovered more than one year after the statement of financial position
date (2009 £n:d)

7. Fair value methodology
Basis for determining fair value hierarchy of financtal instruments

Quoted market prices in active markets — (‘Level I’)

Inputs to Level 1 fair values are quoted prices (unadjusted) 1n active markets for i1dentical assets and habilhities
An active market is one 1n which transactions for the asset or liability occur with sufficient frequency and volume
to provide pricing information on an ongoing basis Examples are histed equities in active markets, listed debt
securnties 1n active markets and quoted unit trusts 1n active markets

Modelled with significant observable market inputs - (“Level 27°)

Inputs to Level 2 fair values are inputs other than quoted prices included within Level 1 that are observable for
the asset or ltability, erther directly or indirectly If the asset or liability has a specified (contractual) term, a Level
2 input must be observable for substantally the full term of the instrument Level 2 inputs include the following

e Quoted prices for sirmular (1 e not identical) assets and habilities 1n active markets,

s Quoted prices for 1dentical or simular assets and liabilities 1n markets that are not active, the prices are not
current, or price quotations vary substantially either over time or among market makers, or in which little
information 1s released publicly

¢ Inputs other than quoted prices that are observable for the asset or hability (for example, interest rates and
yield curves observable at commonly quoted intervals, volatilittes, prepayment speeds, loss severities, credit
risks, and default rates)

e Inputs that are derived principally from, or corroborated by, observable market data by correlation or other
means (market-corroborated inputs)

Modelled with significant unobservable market tnputs — (“Level 37)

Inputs to Level 3 fair values are unobservable 1inputs for the asset Unobservable inputs may have been used to
measure fair value to the extent that observable nputs are not available, thereby allowing for situations 1n which
there 1s hittle, 1if any, market activity for the asset or hability at the measurement date (or market information for
the nputs to any valuanon models) As such, unobservable inputs reflect the assumptions the business unit
considers that market participants would use 1n pricing the asset

All of the Company’s financial instruments were valued based on quoted market information or observable
market data, and would therefore be categonsed as 'Level 1’ investments

Investments in subsidiaries were classified as Level 3 investments There have been no transfers between levels
during the current or previous years




Aviva Wrap Group UK Limited
Notes to the financial statements
For the year ended 31 December 2010 (continued)

8. Financial instruments

(a) Financial instruments at 31 December comprise:

2010 2009
At fair value through profit and loss £°000 £7000
Trading

Unat trusts - 194
9.  Receivables

2010 2009

£7000 £000

Amounts owed by parent 16,983 23,429

Amounts owed by subsidiary - 1,056

Amounts owed by fellow group undertaking - 1,546

Trade receivables - 1,806

Other recervables - 2,646

16,983 30,483

None of the above total (2009 none) 1s expected to be recovered more than ene year after the statement of
financial position date

10. Ordinary share capital

{a) Details of the Company’s ordinary share capital at 31 December are as follows:

2010 2009
£7000 £7000

The allotted, called up and fully paid share capital of the Company was
34,427,085 ordinary shares of £1 each 34,427 34,427

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 3 September 2010 reflect this Directors may exercise any
power of the Company to allot shares or grant rights to subscribe for or to convert any security 1nto such shares
and are authorised 1o do so under the Company's articles of association Ordinary shares in 1ssue 1n the Company
rank parni passu All the ordinary shares in 1ssue carry the same right to receive ali dividends and other
disinbutions declared, made or paid by the Company

11. Share premium and retained earnings

2010 2009
Share Retained Share Retained
premium earnings premium earnings
account account
£000 £°000 £000 £°000
At 1 January 25,739 (41,936) 25,739 (37,160)
Profit/(loss) for the year - 734 - 4,776)
At 31 December 25,739 (41,202) 25,739 (41,936)
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Aviva Wrap Group UK Limited
Notes to the financial statements
For the year ended 31 December 2010 (continued)

12. Tax assets & liabilities

(a) General

Current tax liabilities payable in more than one year are £12,000 (2009 tax assets recoverable £2.447,000)
(b) Deferred tax

Deferred tax assets are recogmsed to the extent that realisation of the related tax benefit through future taxable
profits 1s probable The Company has unrecogmised temporary differences of £ml (2009 £3,460,000) and unused
tax losses of £ml (2009 £1,782,000) to carry forward agamnst future taxable income

13. Provisions

2010 2009

£2000 £'000
At 1 January 2,375 18,437
Amounts utilised (1,020} (14,828)
Amounts released - (1,234)
Transfer to UKPTL (1,355) -
At 31 December - 2,375

The provision relates to obligations ansing as a result of the restructure of the operations of the Company This
includes the best estimate of customer redress that will be necessary following a full review of all customer
accounts 1n 2010

14. Payables and other financial liabilities

2010 2009
£°000 £000
Amounts owed to group undertakings - 32,242

None of the above total 15 expected to be patd more than one year after the statement of financial position date
(2009 £nil)

15. Accruals and deferred income

2010 2009
£7000 £000
Accruals - 4,591

None of the above total (2009 £n:l) 1s expected to be released more than one year after the statement of financial
position date

18




Aviva Wrap Group UK Limited
Notes to the financial statements
For the year ended 31 December 2010 (continued)

16. Statement of cash flows

(a) The reconciliation of loss before tax to the net cash inflow from operating activities is:

2010 2009
£7000 £000
Loss before tax (223) (8,363)
Adjustments for
Fair value losses on subsidiaries 265 1,637
Changes 1n working capttal
Decrease/(1ncrease) in financial investments 194 (194)
Decrease 1n receivables 26,437 31,469
Decrease 1n prepayments and accrued income 175 61
Decrease 1n deferred acquisition cost 2,237 1,633
{Decrease)/increase 1n payables and other financial habilites (32,230} 597
Decrease 1n accruals and deferred income (4,591} (11,777
Decrease in provisions (2,375) (16,062)
Cash used in operations {19,111) {999)
(b) Cash and cash equivalents in the statement of cash flows at 31 December comprised
2010 2009
£7000 £°000
Cash at bank and 1n hand 1,993 12,104

17. Capital

In managing 1ts capial, the Company seeks to

- Retain financial flexability by maintaining streng hiquidity, and

- Allocate capital efficiently to support growth and repatnate excess capital where appropnate

The Company has posiive JFRS shareholders’ equity of £18 9 rmilhion (2009 £18 2 mudlion)

The Company 1s not subject to any externally imposed capital requirements

18. Related party transactions

(a) The members of the Board of Directors are histed on page 1 of these financial statements There are no

amounts receivable from or payments due to members of the Board of Directors




Aviva Wrap Group UK Limited

Notes to the financial statements
For the year ended 31 December 2010 (continued)

(b) Income receivable from related parties

2010 2009
Income Receivable Income Receivable
earned in  at year end earned 1n at year end
year year
£°000 £°000 £000 £000
Parent - 16,983 - 23,429
Subsidiary - - 2,494 1,056
Group undertakings - - - 1,546

The related party receivables are not secured and no guarantees were recetved 1n respect thereof No provision or
expense has been recogmised during the year n respect of bad and doubtful debts (2009 £rul)

(¢) Services provided by related parties

2010 2009
Expense Payable at Expense Payable at
incurred in year end mcurred 1n year end
year year
£000 £000 £000 £'000
Parent - - - -
Fellow group undertakings - - 12,662 32,242

The related party payables are not secured and no guarantees were given 1n respect thereof
(d) Key management compensation

No charge 1s borne by the Company for key management personnel due to the insignificant amount of time spent
1 managing the Company’s affairs

{e) Parent entity
The immediate holding entity 1s Aviva Life Holdings UK Limited, a company registered in England
(f) Ultimate controlling entity

The ultimate controlling entity 1s Aviva plc, a company registered tn England Its Group financial statements are
available on www avivacom or by application to the Group Company Secretary, Aviva plc, St Helen’s,
1 Undershaft, London EC3P 3DQ

19. Business restructure

Following the outsourcing of the SIPP adminmistration function to Scottish Friendly Assurance (SFA) 1n January
2009, and the subsequent de-commssioning of the Lifetime platform, the relationship between the Company and
Aviva Pension Trustees UK Limiuted (UKPTL) has been revised Following the implementation of various
contractual changes and revised Service Level Agreements, as of | January 2010 the Company is no longer
assigned income and expenditure relating to the SIPP business from UKPTL

As a result of the Wrap group business restructure detailed above, all assets and habilities relating to the SIPP
business were transferred from the Company to UKPTL during the year on an arm’s length basis, following
completion of the remediation work The 1mitial impact of the transfer on the Company’s statement of financial
position 1s as follows
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Aviva Wrap Group UK Limited

Notes to the financial statements
For the year ended 31 December 2010 (continued)

2010
Transfer out
£000
Assets

Deferred acquisition costs 2,215
Receivables 144
Total assets 2,359

Liabihties
Provisions 1,355
Payables and other financial habilities 342
Total liabihties 1,697
Net asset value transferred out 662

Assets and habilities were transferred at book value under the ‘pooling of interests’ method of accounting with no
restatement of financial information for periods prior to the date of the combination The total consideration
received represents the net asset value transferred out of £662,000, with settlement via inter company account
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