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Financial highlights

Operating profit
before tax'

£133m  £192m

{2020 L4h)

sets under
management

£164bn

(2020 L14R8hn)

Profit before tax

1A Ll

Investor view

capital cover rati

21

(2020 190 )

Operational highlights

Total number
of members

1.8m

Total charitable
contributions in
the UK and Ireland

Total number
of policies held?

8.8m

(A0 8 S0

Customer
Brand Health*

Employee

engagement score

79%

12020 81

Reduction in our direct
operational (Scope 1)
carbon emissions’

089

Read more ahout vur key performance indicators (KPIsY in Measuring our performance
on pages 18 (o 20, and see page 208 (or turther details of our alternative performance

measures (APMs)
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Delivering our Purpose:

Protecting today,
investing in tomorrow.

Together we are
mutually responsible.

Our Purpose
In action

Using mutuality for good

At Royal 1London we have a strong sense of our Purpose. We believe that we are mutually responsible
for protectng the standard of living of this and future generations. We offer protection, long-term
savings and asset management preducts in the UK, and protection products in Treland.

We want to build financial resilience while also helping to fight climate change so we can move fairly
10 a sustainable world
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-~ We want to help our customers build
their financial resilience. We help them
to save for the future and to protect
themselves and their families in times of
ill-health or bereavement, assisting them
in making confident financial decisions.

Championing impartial advice

Impartial financial advice is the gold standard and we are
strong advocates for the benefits it provides. We work in
parmership with independem financial advisers and we are
increasingly using technology to scale the provision of financial
advice, making it more accessible.

Providing support and guidance

The cost of impartial advice means it is not right for everyone;
we therefore focus on providing support and guidance in many
ways, including helping people who are saving to make informed
and confident choices. We also support those who need it most
through our charitable parmerships.

To find out more about how we help to build financial
resilience, please see page 22
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We are responsible for managing £164bn of
our customers’ money. That money can play
a significant part in helping society transition
to a sustainable world, as well as providing
customers with investment returns.

Hodaa aBajeng

Positive change

Our Investment Philosophy is based on actively engaging with

the companies in which we invest to help influence their behaviour.
We arg focused on optimising long-term risk-adfusted investment
returns in a responsible way, recognising that out customers will
live in the sociery that we mureally help to create, Royal Lendon
Asset Management (RLAM) manages the majority of the money
customers invest with us and has championed responsible
mvestment since 1988,

Making an impact

Some of cur investments are in companies with targe carbon
footprints. We activedy support initiatives encouraging the
reduction of carbon emissions and transition to a sustainable
world, in a way that considers the inpact of the necessary changes
on society. However, an active management approach also means
that we can divest from comparies that cannot or will not change.

Clear targets

‘We are a proud signatory to positive climate initiatives and are
committed to achieving net zero by 2050 across Royal London's
invesanent pordotio. By 2030, we are aiming 1o reduce carbon-
equivalent emissions by 50%. These commitmients are based

on the expectation that govermments and policy-makers will
deliver on commitments to achieve the 1.5°C temperature goal
of the Paris Agreement.

‘We also think carefully abott our own operational impact on the
environment. We have maintained carbon neutrality in our direct
operational etnissions sinoe 2020 through carbon offsetting as well
as continuing to decarbonise, exceeding dur short-term targets, on
our journey to net zero carbon.

'

Read more about our climate targets, including the
basis and assumptions on which they are founded,
on pages 30 to 40.
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We are the UK's largest life, pensions and
investment mutual. We think differently to
companies with shareholders. We exist to
serve our customers. This influences the
decisions we make every day.

Different thinking

‘We are an advocate for the role that mutuals play in financial
services, We are committed to mutuality as a highly effective
model for our business, whose role is to pool and manage
financial risks and resources across generations.

For the long term

We are proud that we have never wavered from our
commitment to run cur business solely for the benefit of

our members and custorners. They can trust us to meet their
needs through innovative products and services, while also
growing sustainably.

Power of mutuality

Qur members and customers benefit from the power of
mutuality. We use our profits to invest in improving what we
do for them. Members are able o have a direct say in how

we run our business by voting at our Armuat General Meeting,
and eligible customers, the vast majority of whom are members,
also directly benefit from our ProfitShare scheme. The scheme
boosts the value of their savings, and since we started paying
ProfitShare in 2007 we have shared over £1.2bn. This is only
possible because we are a2 mutual.

To find out more about how we use mutuality
for good, please see page 21.
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Chairman’s statement

Performance driven
by our Purpose

We exist to meet the needs of our customers.

All the profit we make is either returmned to eligible
customers through our ProfitShare scheme or
reinvested in the business to enhance the services
provided to customers. This focus influences the
decisions we make, every day. Our Purpose is
‘Protecting today, investing in tomorrow.
Together we are mutually responsible.’

The Covid-19 pandemic introduced worry and uncertainty that
affects the way we all live and work For most of us, therc is an
increased awareness of possible life shocks and the daily risks we
face. and the impact they can have on our lives Throughout the

pandemic our collcagues focused on responding quickly to our
customers’ necds and did what they could @ minimse the utipact

"We are COIllnlitted 10 our [ am pleased we were able to demonstrate our dedication 1o
’ ) timproving our custemers’ financial resilicnce and standard of living.
mutual status and we are o
Responsible investment
SU'OHQ ad‘focates Of the Environmental, social and governance (ESG) issues moved to the
r Ole rnutuals pl ay I n top of society's agenda in 2021, T am proud that Royal London

pioneered and championed sustainability long before 1t caught

ﬁnancial Services . ” the public's imagination. We recognise that we need 10 invest
responsibly, 1 a way that influences businesses to adopt good

— : — : - : - behaviours and achieve positive climate npact though realistic,
Kevin Parry OBE
Chanan

scientifically-supported goals,

We aiso support and champion a Just Transition” ensuring climare
action supperts an mclusive ecenormy, is soctally responsible and
avoids exacerbating existing IMjusttees or creating new ones

Our credennals as a sustainable asset manager and increasing
societal focus on responsible investment continue to drive strong
flows into our award-winning range of funds. ESG capabilitics are
embedded across our investment activitics, including our (lagship
Governed Range. In 2021, our RLAM responsible investment team
cominued 1o grow and now comprises 12 professionals. We have
also made changes to £23bn of indexed equities in our Governed
Range 1o improve their carbon footprint, reducing the carbon
intensity by 16% by the end of 2021

‘We have core sustainability commitments: to reducce carbon-
equivalent emissions in our investment portfolio by 50% by

2030, and 1o achieve net zero by 2050. During 2021 we have

also made significant pregress on our journey to net zero carbon
by 2030 in our direct operational emissions. Across our offices, 99%
of the electrictty 15 from renewable scurces and we have reduced
direct carbon emmssions by 68%, well ahead of our 2025 target of

a 60% reducuon We are also rightly proud of our envtronmentally-
friendly office in Alderley Park. Cheshire, which opened this year

You can read more about our approach to addressing climate
change and the basis and assumpuons on which our targets have
been set on pages 30 to 40.

Social responsibility

We play an important role in creaung a fairer and more
compassionate society and we recognise that some people struggle
to get by. Our flagship partnership with national charity Turn2us
supports millicns of families in financial crists Cur Changemakers
nrogramime promotes social enterprise, transforms hves and creates
opportunities for employment, improving financial resilicnce.
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We share these same values of inclusivity with our sports
partnerships and we are dedicated to levelling the playing feld.

In 2021, we partnered with The British and Irish Lions to support

a feasibility study into establishing a Wornen's {ions team and

we are helping to raise awareness of this important initiative We
were Global Parther to the Castle Lager Lions Scries 2021 and also
continuc to work with the England and Wales Cricket Board (ECB).
We welcomed and support the FCB's 12-pomt plan to tackle ractsm
and all forms of discrimination in cricket. Pages 26 to 28 of the
strategic report provide more detail on our social impact and
sponsorship initatives.

ProfitShare

QOur ProfitShare scheme is a unique benefit that we can offer
because we are a mucual, and 1t allows success 1o be shared

with eligible customers by boosting thetr savings. [ am delighted o
report that we continue to enhance the return on eligible customers’
life and pension policies, the vast majority of whom are members.

In 202, we maintained our allocartion rates. As a result of growth

in the aggregated value of eligible policies, the wo1al ProfitShare
increased by 15.8% on the previous year to £169m. Since ProfitShare
was established in 2007, we have shared £1 2bn with eligible
customers and our aim is to continue to pay ProfitShare consistently
from year 1o year so that they can sec it enhancing their returns

Our Board

As a Board, we seek to operate to the highest governance standards
We are committed 1o rellecting the diversity of our workplace and
the multrcultural society in which we live T am delighted that we
have developed the membership of our Board during 2021 and we
have welcomed new members who bring diverse skills, experience
and opinions,

In June, David Weymouth retired from the Board after nine years
and I would like to take this opportunity to thank him for his
considerable contribution and work as the Sentor Independent
Director. We appointed Baroness Davidson and Jane Guyett CBE
as non-executive directors. Both sit on the Beard, Nominations
and Governance, and Remuneration Commuttees. Jane will becorme
chair of the Remuneration Committee in April 2022, when Tracey
Graham steps down after serving nine years on the Board.

Colleagues

The commitment and hard work of all our colleagues during 2021
are testament to our resilience. I would like to thank everyone

for their dedication over the past year. We have now adopted a
hybrid way of workeng and. adhering to the relevant guidelines,
have welcomed colleagues back 1o our offices, alongside working
from home where beneficial. We recognise the value of the physical
workplace in enabling social interaction, learning from other
colleagues and mamtaining our culture.

Qutlook

The geapolitical outlook is more uncertain and more dangerous than
it has been for many decades. The attention of the world is focused
on the conflict in Ukraine and our thoughts go out to those allected
by this humanitanan crisis. We are providing £250,000 of financial
assistance by means of a charitable donation to the British Red Cross
Ukraine Cnsis Appeal.

Royal London has very limited direct exposure to Russia through
our invesunent portfolio but we are closely monitoring the impact
on investment markets and will continue to take action (o protect
value for our customers.

We remain focused on adapting to all relevant world events. The
lockdowns assactated with Covid-19 accelerated customers' and
businesses’ digital expectations We are responding to this need and
recognise we have more 1o achieve from our ongoing digital
investment. Further enhancing our technology capability will be a
key focus during 2022 and we will continue to develop our suite of
products for later life to meet the emerging needs of an ageing
population. Following a very successful year in its core protecuion
business, our Insh business will also launch pension products

this year.

Woe are committed 1o our mutual status and we are strong advocates
of the role mutuals play in financial services. [ believe mutuality is a
highly effective way of running a commercial business with a strong
customer focus. Mutuality is a relevant and much-needed concept in
today's world; we exist to benefit our members and customers over
the long term.

e o

—

Kevin Parry OBE
Chairman

3 March 2022

Section 172 statement

‘When making decisions, the directors recognise that the long-
term success of our business is dependent on the way the Group
interacts with a large number of stakeholders

‘When discharging their duties and making decistons, dircctors
are required by Section 172 of the Companies Act 2006 to have

« hkely consequences ol any decision in the long terin,

* interests of the Company's cmployees;

= need 1o foster the Company's business relationships with
suppliers. customers and others;

impact of the Company's operations on the cammunity and
the environment:

destrabitity of the Company maintaining a reputation for high
standards of business conduct, and

need to act fairly between members of the Company.

.

The directors have regard to the views and interests of a wide
set of stakeholders. Royal London's largest stakeholder groups
are our members and customers and the financial advisers that
support them, cur colleagues, vur supphers and the soctety

and comumunities in which we work. We also engage with other
stakeholders including our pensioners and deferred pensioners,
regulators including the Prudential Regulation Authority,
Financial Conduct Authority and Central Bank of Irefand,

and government departments mcluding HMRC. The directors
acknowledge that cach decision made will not necessanly leacd
to a positive outcome for all stakeholders. Towever, through
wide-ranging engageinent in the context of vur Purpose and
strategy the Board aims 1o ensure a consistent approach 1o its
decision-making and consideration of stakeholders.

You can find more information about how we support and
engage with our sizkeholders en pages 21 to 29 and our full

regard. amongst other marters, to the. !

Section 172 statement can be found on pages 80 and 81
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Group Chief Executive’s review

Protecting our customers’ standard
of living now and in the future

“"Royal London plays an
important role in how society
moves fairly towards a
sustainable world.”

Barry O’ Dwyer
Group Chief Executive

10 Royal London Group | Annual Report and Accounts 2021

2021 was a year of challenge and opportunity,

it which we supported our customers as society
began to emerge from the Covid-19 pandemic. l am
pleased with what we delivered for our customers
and stakeholders and with our achievements over
the year.

There are several key factors influencing the retirement savings
and protection market and, over the long term. society is facing

a challenging predicament, We are facing climate change that

is damaging the world into which we will retire. The population

is ageing Many people will be unable to support themselves
adequately in later life. Our collective response to these immense
challenges will shape the future of the world. To effect change.
governments, industry and broader society need 1o work together.

Responsibility for funding later life has fallen 1o mdividuals, away
from government and employers. Yet many people do not realise
how 1o respond to this challenge or where to get help, We aim to
help our customers o build financial resilience and 10 supporr a fair
transition to a sustamnable world, prowecting standards of living now
and in the future.

The COP26 UN Climate Change conlerence in Glasgow was a
major milestone in puting acton to limt climatc change contre
stage. Royal London was there, making the case for our customers.
We are guardians of substannal funds that can play a significant part
in influencing how we move fairly 10 a sustainable world.

Ensuring our customers are aware of the power of their pension s
the focus of our recent marketing actvity The ‘Invested Generation”
campatgn, which highlighted Royal L.ondon’s responsible investment
approach, launched in the final quarter of 2021 and has conunued
into 2022

Our trading performance

Qur strategy, built around being an insight-led modern mutual
which is focused on growing sustainably by deepecning customer
relationships, continues to serve us well

Qur operating profit befare tax for the year ended 31 December 2021
was £133m (2020: £41m). Trading m some areas of the Group has
been affected by the ongoing impact of Cowd-19, but there were
also postuve indicators of economic recovery.

Royal London Asset Maragement, which manages the funds for our
customers and external clients, has performed well. Assets under
management increased o £164bn (2020: £148bn), passing the
£150bn mulestone for the first ume. Qur cxpansion into the wholesale
market continues to yield success, parncularly with our sustainable
funds, where demand is strong. Over three years, 99% (2020 95%)
of actively managed funds ourperformed their benchmark

Qur Pension new business sales were £7 966m (2020, £7,190m).
Individual Pension volumes were below pre-pandemic levels, bur
recovering. We have seen a steady wnprovement in Workplace
Pensions sales, as employoers steppoed up their recruitment

and were more willing 1o consider switching their workplace
pension provider



New business sales of our Protection busmess have performed
strongly in the UK and Ireland, increasing by 5% to £1,251m (2020:
£1.192m) in the UK and by 35% to £185m (2020: £137m) in [reland.

Our capital base has remained robust throughout the year with
an Investor View capital cover ratio of 2t6% at 31 December 2021
{2020: 190%).

Improving our customer offer

We have continued to enhance our propositions to meet customer
needs. Over 2021, we introduced new products across all three
business units. We launched our Global Sustainable Credit Fund
and introduced a new product for existing customers who benefit
from a guaranteed annuity rate (o take their annuity with Royal
London. We also launched Investment Pathways - a range of
solutions aimed at non-advised customers who are moving their
pension into income drawdown In addition, we progressed the
consolidation of four with-profits funds, already closed to new
business, into the Royal London Mam Fund, with an uplift in policy
value for all eligible policyholders.

[n 2021, we received over 100,000 calls in relation to bercavements
across protection and pension products, paying out £25m

in Covid-19-related claims During the year we paid out protection
claims totalling £596m in the UK, helping approximately

80,000 customers.

Cur initiatives to help build financial resilience inciuded the launch
of ‘How to Die Well: a practical guide to Death, Dying and Loss',
which was part of our ‘Lost for Words' campaign. This book
features practical, ermotional and financial guidance for people
dealing with bereavement,

Investing for the future

We are investing in programmes to simplify and modernise our
infrastructure and have progressed our Legacy Simplification
programme. By focusing on fund censolidation and system
migration, we have created a more effiment and de-risked
operating model, improving the quality and case of customers’
servicing experience By the end of 2021, we had migrated a
further 171,000 pobcies onto new technology.

As well as building our UK business organically, we are open to
opportunities that broaden our selutions. We have taken a 30%
stake in Responsible Group, the later-life lending and product
specialist. This investment builds our profile in a significant
growth market.

We recognise the need 1o continue to build on our digutal
capabilities, as through data-driven insights we can better
understand and anucipate customer needs and behaviour

Together with increasing digital capabilities, this insight helps us
support advisers more efficiently. To this end, we acquired Wealth
Wizards, a digital platform for financial advisers with market-leading
technology to help improve effictency in the provision of advice.

Our people

QOur People Commitments for 2021 focused on developing a diverse
and inclusive workforce and ensuring colleague wellbeing. Now
ininatives include diversity and inclusion learning and training for
colleagues, and mentoring programmes with colleagues from our
Women's, BAME (Black, Asian and Minority Eithnic), PRIDE and
EARL (Enabling disability confidence At Royal 1.ondon) networks.

In October 2021, we officially opened new offices in Alderley
Park, Cheshire for around 2,000 Royal London colleagues. The

147 500 sq.ft building encourages collabarative working, inclusion
and sustainable commutng. [ am delighted the site has recetved a
Very Good sustainability rating according to the Building Research
Establishment Environmental Assessment Method (BREEAM).

Awards

We are also proud of the collection of industry awards we won
over 202], including:

* COVER Excellence Award for Qutstanding Business Pretectior;
Best [ncome Drawdown Provider from the Invesument Life &
Pension Moneyfacts Awards,

Lifescarch Awards for Insurer of the Year,

Investinent Team of the Year at the Insurance Asset Risk Awards
for RLAM's Sustamable Investment Team; and

Claims Heroes and Best Mortgage Protection Awards at the
National Consumer Awards in Ireland.

We also enjoved another successful vear at the UK Financial
Adviser Service Awards. This annual event awarded our
investments, pensions and protection service the maximum

five stars: the 13th year in a row for pensions and 8thin a

row for protection and RILAM. We also received the award

for Qutstanding Achievement, in recogmition of our consistently
hlgh service perfnmlance Over recent years

Looking ahead

Enabled by cur robust capital positton and long-term approach

o deeision-making, we will continue to work in partnership wath
financial advisers to deliver better outcomes to customers.

Within our asset management business. we will continue 1o support
customers seeking to achieve good financial returns while mvesting
responsibly to help 1ackle some of the world's biggest challenges,
such as climate change.

Royal London plays an important role in how soctety moves fairly
towards a sustainable world, Qur customers arc not simply mvesting
for the future - they are invested in it

g €

\L

Barry O'Dwyer
Group Chief Executive

3 March 2022
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Our strategy and business madel

Our mutual business model: how we

create value

Our Purpose

Protecting today,
investing in tomorrow.
Together we are
mutually responsible

We are committed to our strategy

An insight-led, modern
mutual growing
sustainably by
deepening customer
relationships

Our solutions
We provide high-
quality solutions

that support good
customer outcomes

12 Royal London Group | Annual Report and Accounts 2021

We are driven by our Purpose and we are
clear on the impact we want to create

‘We are focused on helping to build financial resilience and
supporting the fair transition to a sustainable world.

By bringing these elements together we aim to achieve the best
possible customer ourcome: a good standard of living. This purpose-
driven approach is at the core of everything we do and how we
create value for custormers, advisers and wider society.

Focused on six strategic shifts

O ©

Data-led, Customer
driven digitally nimble focus
Broader Mutually valued Sustainable
solutions relationships financials

You can read more about our strategic shifts on pages 16 and 17 and
how they align with our Directors’ remuneration on pages 98 to I8,

Building long-term resilience

‘We look after 8.8 million life and pension policies. We provide
high-quality propositions, supported by strong customer service,
to help customers protect themselves and their loved ones against
potendal life shocks, save for the future, and manage their wealth
in later life.

‘We offer long-term savings, protection and asset management
propositions in the UK, and protection propositions in Ireland.

A significant proportion of our business is distributed through
intermediaries: via financial adviscrs (or brokers in Ireland). on
aggregator sites or through automatic enrolment into workplace
schernes by emplovers.

In addition, RLAM, as one of the UK's largest asset managers,
provides the scale and capability 1o support Royal London’s
position as a vatlue-for-money solutions provider.
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Our propositions

How we generate revenue
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UK

Providing propositions to customers and
employers, primarily through independent

financial advisers

0 2]

Long-term Protection:

savings: « Life Insurance

* Workplace « Tness and
Pensions Income

+ Individual Protection
Pensions » Business

« Annuities Protecticn

+ Equity Release

1,880,000 1,144,000

Policies Policies

Long-
standing

customers':

+ Pensions
¢ Amnntics
* Protection

5,320,000
Policies

@ Customers and clients pay fees for
investing money with us.

Asset
Management

Providing investment
propositions to Royal
London’s life and
pensions customers
and to external
institutional and
wholesale clients
primarily through
intermediaries

Collective investment
funds and segregated
mandates:

+ Equitics

= Fixed Income

= Multr-asset

+ Private Assets

£164bn AUM?

YN et nal
£45bn external

Ireland

Providing
propositions

10 customers
through brokers

2

Protection:

+ Life Insurance

« Thness and Income
Protection

= Business Protection

475,000
Policies

' @ Customers pay insurance premiums,

protecting them from a life shock.

1. Long-standing customers also wicludes those mvested n funds closed to new business.
2. Asset Management AUM includes external assets managed on behalf of third partes and mternal assets managed on behalf of the Royat London Group.
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Our market

Responding to trends in
a fast-changing worlid

Our strategy enables us
to respond to market and
consumer trends, many
of which have been
accelerated by Covid-19.

The pandemuc has reminded us all

that our world can change quickly

and uncxpectedly. As a mutual, with

a strong financial position, long-term
perspectve and ability to adapt quickly.
we are well placed to respond to the
needs of customers and society 1n this
fast changing world.

1iving through a pandemic has
accelerated the pace of change in
consumer behaviour and expectarions,
particularly in relation to social and
environmmental challenges.

The climate crisis threatens the
world we live in. [t is critical for us
all 1o act now to protect the world
for future generations

Customers increasingly expect
seamless digital interactions and the
maove to remorte or hybrid working has
accelerated this trend, We are known
for our service excellence! and we are
investing in our digital experience 1o
Cnsure it continues to mect evolving
customer expectations.

‘We have seen the Covid-19 pandemic
disproportionately impact the most
vuinerable in our society. Our research
has shown that across all parts of the
UK there is concern about the rising
cost of living and our children’s
prospects. The most vulnerable in
society are increasingly concerned
about thetr {inancial resilience, including
job security and paying their bills ?

Covid-19

Key trends

The pandemic has created turbulence in
alt of our lives and throughout our markets.
Looking after our members, customers,
colleagues, independent financial advisers,
and other stakeholders is a priority.

55%

Sl

e
,
Sl

it

Sontee bt s beoon e L0y

Qur response

We responded guickiy and cortoue to
sunbert ol customers, colleagues and
commonites through a range o Measures
Cur focus on fnancial 1 esiience 1s ighly
relevgnt in a Cowd-19 wore Inthe carly patt
of 2071 bereavement clarms were doucie
our normal wirter peak eveis. We pronfisec
resource 10 ensure we supported custcmers
v magcng thenr clams

As e economy recavers iLremaing uncertan
what the ‘new normal” will aok [ke ‘or mmany
sectors, we coririe fo support adwisers
and custorners to adapt t¢ these changes
We have been active in hghihghtirg in the
meaia the additional costs that famises are
‘acirg includirg exglaming the impact of
rising energy bills, wrich can potenuaily
affect the decisions they make aoout

short and fong-term sav ngs

Strategic shifts

0006

Climate change

We are on a trajectory to see
temperatures rise by more than 3°C

by 2100° if immediate action is not taken
to curb giobal carbon emissions. There
is more than £2 trillion invested in

UK pensians*, so aur industry plays

a crucial role in the transition to a

iow carbon economy.

7 years

HIR ISR,

Soue o Wl LI s e 4

R N U] FIR TR L PR S

We are founding signatores o the

Inst tutienal Investors Growp on Cimate
Crange (IGCCH net zera commitrrert We
have along rrack ‘ecord as a respons ble
invesior, and actively ergage with the
companies we nvest n te influerce trem

to trars hon to a sustanacie world in a way
that conside s the imoact on society.

Itus year we set short- arc fong-terr targets
10 ensure we achieve net zero across out
nvestments ana operatons Responsble
rvestment s ntegrated into our defack consion
propostio. I~ August 2071 we recuced the
carbon inte~sity of equity funds across owr
core pension offering, througr embedding
ESG practices more ceeply

The detals of our targe's and broader
aop-oach to chmate charge are set out

in full on pages 3C {0 40

0206
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Ageing population and transfer of
risk to the individual

Responsible business

Digital business models and
engagement

The combination of an ageing population,
declining state provision and increased
personal responsibility to save for
retirement has enhanced consumers’
need for support, to achieve the
standard of living they have come

to expect.
1 . 11.

/.7 million
oo ted Hepalasion of people e
e RN NG T T EEIN Py 00 e lch vl
Lo e 2ER e rhe Gl pemriane
cotpone i cpmilun g A0
Sens o OINS 2o

By provicmg Ingh-qualty ond value-for-
money procositions. we hep custorrers

to build the financiai resiience they need

In ar ageng socrety Our Individual
Pensions, Workplace Pensiors and
Drawdown products all received a 5 star
ratng dunng 2021

We belteve impartal financ.al acvice s the
goid standard n driving good customer
autcomes {0 sdpport advsers. we provide
highly regarclad tecrrical support® a range
aof adwser tools. and ongoing cortinucus
professional developmen: (CPD)

resources and traimng.

We are expanding our later-ife solutions,
ncluding developmg equity re'ease capabiity
through our parthership with Responsiole
Groun, ensurng we can meel the changing
needs of customers in an ageing society

There is ongoing consumer demand
for purpose-driven organisations with
a strong stance on socictal issues.
People increasingly expect the
companies they buy from to
contribute positively to society.

4 1n 10

N o L W e b Bosh
bl o gl o b :
connpued fes i e eosoo il ad
I L OIICTT L renpaoiesibide
Soerpee N oneson Ao 20|

Wo use our voce and irfluerce o represent
the needs and beliefs of our custoners and
wark n partriership wth ot~ers to provoke
the change meeded to overcoma the
chatlenges in our society

We heloed customet s to understand tne ink
between how ther persion s invested and
the world they will reure into, trrough our
rosponsibie nvestment campaign

Woe pariner with Turn2us, a charity at the
forefrant of the fight aganst UK povery

This year we made donatons o support
thase b financia: orsis, hepng to burd
firancial resilence You car read more about
our work with TurnZus ir our Society and
Car~rruunshies section or page 76

The acceleration in digital adoption across
many industries, combined with growing
demand far high-quahty and intuitive
digital experiences, is driving a significant
change in how financial services providers
engage with and distribute to customers.

84%

P R TN L R NI L STRNTNTS SRRV TR SEITRUAY
el sobieres ool peee it e

T N A S T O R S I FNTE L TR
Soutee Apor ot Lo Dhoead Uoiise e

Nepor 2o

We conunue to evolve our business and
emporace technology and the opportunities
it prov-des

We are focused on provicing tre bost
possitie servicing experence for customers
and adwsers, leveraging technology ‘o
enag'e them to engage with us n the way
that pest suilts ther needs, imcluding throwgh
cur molile pension app.

Duning 2021 we acquired Wealth Wiza«ds,

a digital platform for financias advsers

witi market-leading technology to mprove
efficiercy n the provision of advice We are
warking witn Wealth Wizards 1o ntegrare ther
capabilities with ours and to find nnavative
ways 1o support customers and advisers

1 Defaqto star ratings 2021 and Financal Adviser Service Awards 2021
2 Royal Londen vulnerable consumers research paper, Tmpact of Cowid’,

May 2021

3 UN Environmeny Programme, ‘Making Peace with Nature' report,

February 2021
Make My Money Matier website, 2021

LE

Royal London agwiser techmical support research, October 2020
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Our strategic shifts

Driving transformational change

Qur strategy is to ke an insight-led, modern mutual growing sustainably by deepening customer
relationships. Our six strategic shifts, detaled in the table below. are the core areas that we believe
will enable us to deliver on our Purpose and achieve our strategy.

Qur strategic shifts

Purpose-driven

We align behind our Purpose, signalling
the impact we want 1o have on the world,

Key objectives

« Tlclp build financial resiticnce for
customers and support those who
need it most through our social
IMpPAact actvities

= Fight climate change and support a
Just Transiton to a sustamable world
through investng responstbly.

Progress in the year

* We committed to cutung the carbon
footprint of our investment portfolio
and operanons.

* We provided responstble investment
support to advisers, including a series
of educational videos and guides,
in collaboration with Square
Mile Rescarch

« We launched our Changemakers
programme, to support social
enterprises with a focus on solunions w
financial resibence issues, by providing
£722,500 of funding to support ten
mnovative social enterprises in 2021

Data-led and digitally nimble

We use data and digital capabilites to
respond 1o our customers' needs and
deltver the best possible cxperience.

Deliver the cpumum customer, adviser
and employer experience through
mvestment i technology and our data
and chigital capabilines.

Increase automation where appropriate
to improve the experience and

drive efficiency.

Use data-led msight to dnve design and
inform decision-making

.

Our pension mobile app had over
156,000 registrations, nearly doubling
its users in the last 12 months, and has
some of the highest user scores of
any pension app m the UK.

‘We continued enhancing content

and funcuonality in our mobile app
‘We made improvements to our
customer experience, including
enhancing the navigation of the

Royal l.ondon website to improve
the ease of customer interacton,

We launched a new digital wellbemng
proposition with a phased rollout to
all protection customers, giving them
access to a suite of five different apps
to improve physical and mental health

Customer focus

‘We put the needs of customers first,
building financial resthence and delivering
good outcomes.

= Continue to structure the business
around customer needs at each
lifc stage.

Support customers to 1ake
responsibility in order to achieve
a bfetime of Anancial resilience

We suctessiully transformed our

organisational structure to enable us

to drive greater focus on the customer,

their needs and their stage in bfe,

= To support continued strong scrvice
delivery, we increased the number
of culleagues suppartng customers in
our Group Operations teamns by an
additional 100 people during 2021

» Our service standards remain strong,
receiving 5-star ratings for our Pension
and Protection service!

« We have debvered improvemeonts

in service and flexibility, as well as

certainty of estate distribution for

long-standing customers in Royal

London’s closed with-profits funds,

through our programme focused on

enhancing and simplifying services for

legacy customers.

I Fmancal Adviser Service Awards 2021
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Broader solutions

Mutually valued relationships

Sustainable financials

yode. nbajeng I

We maintain an ongoing focus on being
financially sustainable, cnsuring we

We build wrusted relationships with
our customers, employers, and financial

We meet a broader range of existing
and new customer needs, and explore

opportunities to innovate

Develop complementary propositions
that respond to customer needs and
deliver good outcomes.

Explore opportunitics to support the
wellbeing of members and customers
through our proepositions.

We acquired Wealth Wizards,
reinforeing our ahility 1o support
customers to make informed decisions.
We enharnced our later-life product
capabilitics through 1aking a 30%

stake in Responsible Group. a later-

life lending specialist.

‘We continued to integrate Police
Mutual Group into Royal London,
providing high-quality prepositions ©
police officers, members of the armed
forces, and their families.

We launched an annuity proposition {or
leng-standmg customers with pension
policies that have guaranteed annuity
rates The proposition enables us to
retain these annuirants as Royal London
customers, rather than having to
transfer them externally.

advisers. We help custemers take greater
responsibility for their future.

Provide customers with the right
information, guidance and support when
they need it.

Support advisers in their relationships
with clients.

Strengthen our relattonships with
communities through our social impact
and charity initiatives.

For some pension customers,

we launched an online chat bot to
support digital conversations and

help to answer customer questions
more quickly and casily

During the year customers benefited
from our telephone guidance service,
at no extra cost. The service helps

our non-advised customers who are
accessing their penision, and who have
expericnced a life shock, such as job
loss, illness or bercavement, by
explaining the options available and
signposting external sources of support.
We launched our financial wellbeing
hub, helping our customers feel more
confident about money decisions,
beyond their pensions and investments.

contnue to offer value-for-meney
propositions for our customers and
future generatons.

Maintain a strong capital ratio

and deltver operational efficiency

COost savings.

Aimn to return value to eligibie
customers wvia ProfitShare.

Continue to deliver sustainable growth.

We maintained ProfitShare allocation
rates with total ProfitShare tncreasing
to £166m, in line with growth in the
aggregate value of cligible policies.

We have realised benefits from key
strategic initiatives. including the
launch of new propositions and
modernisation of infrastructure, which
will drive future revenue streams and
improved cfficiencies

We continue to manage our costs while
investing in the business [or growth and
aperational improvement.

We ook out additional hedges against
equity nsk o reduce volatility in our
capital ratios.
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Financial KPls

Measuring our performance

Our key performance indicators (KPls) show how we are delivering - from profitability and growth to cur
customer and employee engagement.

We use a range of financral and non-financial mewrics to measure and assess our performance, including financial strength, custormer and

employee engagement. These include alternative performance measures (APMs). The measures are reviewed annually and updated
to ensurce they remain an effective method of gauging delivery against our objectives.

Financial KPls

Profitability — operating profit before tax"*

Why it is important

Presenranon of eperating profit facilitates
comparison of the Group's performance
over reporung periods and provides a
more meaningful measurc of the underlying
trading performance of the Group than
statutory profit.

Profitability - profit before tax?>

Why it is important

Profit before tax reflects the operating
profit from our primary business operations,
and also mcludes non-operaung items i e.
ecoNOMIC moverments, amortisation

of goodwill arismg from mergers and
acquisitions, profit on sale of subsidiaries
and allocation of ProfitShare.

ProfitShare

Why it is important

Our mutual status means that when Royal
London does well, so do our members.

Qur performance

Operatng profit was £133m and saw

a return to higher levels following the
impacts of Covid-19 in 2020, reflectng
higher contributions from all of

our businesses.

Cur performance

Profit before tax increased to £192m due
10 the ncrease i operating profit, partally
offset by higher ProfictShare allocated wo
eligible customers,

Qur performance

The ProfitShare allocaton rate was
maintained with the amount mcreasing o
£169m, growing in line with the agygregate
value of eligible policies Maintaining the
level of allocations demonstrates Royal
London's resilience and our commitment
10 delivering value
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Financial KPls

Life and pensions new business sales - present value of new business premiums (PVNBP)'

Why it is important Qur performance

Life and pensions new business sales
{PVNBP) is the total of new single
premium sales received in the year plus the
discounted valuc of the regular premiums
we expect to receive over the term of the
new contracts sold in the year. This is how
we measure the future value we deliver
through writing new business.

New life and pensions business sales on a
PVINBP basis increased by 12% m 2021 to
£9,588m. PVNBP increased across

all product lines, and is returning to higher
levels following the initial impact of the
pandemic in 2020,

£96bn

208
2019
2020
2021

Funds — assets under management {(AUM)" 38

Why it is important

A higher level of AUM leads to economies
of scale, and higher profitabiity i our
asset managcment business, meaning Royal

Qur performance

The Group's AUM increased to £164bn duc
o positive market movernents and net
flows, driven by the continued growth in

vodai aiBajeng I

London can continue to offer competitive our sustainable funds range.

managenient fees 10 our customers.

2019
2020
202

Capital'*

Why it is important Qur performance

The strength of our capital base is essential
to our business, both to ensure we have the
capital 1o fund further growth and to give
peace of mmd to our customers that we can
mect commitments to them

At 31 December 2021, our Investor View
capital cover ratio was 216%, reflecting
favourable economic movements in 2021
driven by positive equity and property
returns, as well as rising yields. Additional
equity hedyges in 202] and the consolidation
of closed funds have improved key capital
metrics which will help to maintain capital
stability going forwards.

& I~ &N
= o S
Lot & o

. These metrics are classed as our APMs, see page 208 for more detaily.

Profit before tax represents ‘Profic before tax and before transler o the fund for future appropnisuons’ m the Swement of comprehensive mcome.

2017 AUM mcludes amounts held m RLAM C 1 Limnited, which was sold in 2018 wrth AUM of £2bn

The Group changed the Solvency 1 ‘Tnvestor View' metric in 2020 to equal the Royal London Main Fund (R1. Main Fund) capnal postion {excluding ring-fenced funds)
and this was reported in 2020 along with a 2019 comparattve Therefore only three years of data are shown for this measure 2021 capital hgures are esnmated

Our UK GAAP operatung profit before tax APM and UK GAAP profit before tax were frst reported in our 2020 Annual Report and Accounts, aleng with a 2019
comparative Therefore only three years of data for these measures are shown.

& AUM ncludes nternal ftunds managed on behalf of the Royal London Group and extemnal funds managed on bebalt of third partes

a o —

w
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Non-financial KPls

Non-financial KPls

Colleagues — emplaoyee engagement

Wohy ot is vrportant

We monitor employee engagement as

we believe that creating a culiure where
everyone feels welcore, that fosters talent
and that allows collcagues to achieve thor
full potential is important to our business and
is the right thing to do.

Customers — Customer Brand Health

Wy s pertant

Customer Brand Health is our external
indicator of customer engagement and
allows us to measure engagement with
our brand.

It 1s gathered by an external survey
(YouGov's BrandIndex), which is also

used by a number of our peers. The
survey scores against six mdicators,
imcluding customers’ impression of the
brand, whether they would recammend us
to a friend, whether the brand offers good
or poor value for meney, and overall
customer satisfaction,

Cur perfarman e

We aim to maintait our high levels

of colleague engagement and posttive
colleague experience with 84% of colleagues
participaung in the 2021 survey. We ended
2021 with an employee engagement score
of 76%. This reflects a slight reduction
versus that achieved in recent years,
although our engagement was mamtained
throughout 2021 and remains a positive
mndicator within a challenging and
changing environment

AR FECR RO

QOur Customer Brand 1ealth score in 2021
is 51 6 (2020: 53.3). This 1 a marginal
reduction in a challenging environment,
however we outperformed competitors
who saw an average of 49 3. Positively, our
score with the over 50s audience increased
10 571 (2020: 55.3). In 2022, we will be
gathermg this information via our internal
customer relationship study, wiich watl
allow us access to a greater reach of
customers to measure brand senument.
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Our stakeholders

Delivering for our stakeholders

Our key stakeholders are our members

and customers, colleagues, the wider
community, financial advisers and

employers. We value their views and

engage with them to understand their needs.
Their perspectives help us ensure our business
is robust and sustainable.

Creating long-term value for our stakeholders

gﬁ : - Ret i‘l.

2T R T

Qur members and customers
For more information see page 22

Qur colleagues
For more informarion see page 23

Society and communities
For more information see page 26

Financial advisers and employers

For more information see page 28
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Our stakeholders continued

Our members and customers

Our customers are facing a challenging predicament. Cur
population is getting older, and many people lack the means 1o
support themselves in retirement in the way they would like. This
coincides with a chimate crisis that is damaging the world into which
they will retire. Royal London is focused on the actions we need to
take to help cur customers protect their standard of living, and we
believe that decisive action is needed now more than ever.

Standards of living are shaped by individual finances and the
environment we live in. Financial products are important because
they allow customers 1o invest and grow their money and protect
themselves against life shocks such as ill-health or the loss of a loved
one. However, people need mote than just praducts. They need help
and support to make confident and effective chotces.

They also need their money to be mvested responsibly in a way that
mfluences husinesses 1o adopt good behaviour, including making the
changes needed 10 protect the planet. We want our cusiomers (o
spend their lives in a climate in which their homes are not purt at

risk by extretme weather events, and in which they have access 1o
sustainable sources of foed.

Building financial resilience

Responsibility for funding later life has shifted from government
and employers to people themselves

‘When it comes to building hnanaial resilience, we beheve impartial
advice is the gold standard and we are strong advocates for the
henefits it provides. It helps people prepare for life events and is also
proven to leave them better off both financially and emotionally !

However, the cost of impartial advice means it is not right for
everyone and therefore we are focused on providing support and
gquidance m many other ways Ths includes helping people who arc
saving to make nformed and confident choces

Over the past year, our custorners have laced significant competing
pressures, including the knock-on health and economic clfects of
Covid-19. So this year we launched a financtal wellbelng hub as a
one-stop shop for our customers. It is full of financial informartion

to help customers deal with major life issues effectively: from
budgetmg and paying off debts, 10 dealing with a life event

such as bereavament, divorce o ill-health

ProfitShare

We do not have shareholders and we are proud that the benefits
of our success go directly 1o our customers We use our profits
o Invest in improving what we can do for our customers and
we share the rest with eligible customers through ProfitShare,
boosting the value of their savings

Since tts launch in February 2021, our hub has atiracted over 9,500
views. It is promoted through our monthly customer newsletter,
which reaches around 650,000 customers.

In Seprember we were proud 1o be ambassadors for Pensions
Awareness Week, We hosted a series of webinars to help our
customers understand their pensions better. We were delighted
that more than 6,000 attended our webinars

Our mohile app contnues 1o be a popular service for customers.
QOver the past vear we expanded the services available on the app
by introducing & new feature so pension customers can increase
their contributions and nominate beneficiaries.

Customer engagement and campaigning

We have continued to seek customers' opinions through our
ThinkCustomer panel, an online community of around 700
Royal London customers. Their invaluable feedback shapes
the propositions we offer and informs our future plans

“Our research has shown that
537% of consumers believe their
pension provider should be
responsible for investung their
savings to positively impact
climate change.”

Addressing climate change

We know our customers want the money they invest to
make a posiuve difference,? as well as giving them a positve
ftnancial return.

Our research has shown that 57% of consumers believe their
pension provider should be responsible for mvesting their savings
to positively impact climate change.?

We are supportive of initatives that encourage companies to make
commtments aimed at achieving posiuve progress i achweving our
climate change ambitions.

We are 1aking a more active approach 10 the way we manage
climate consderations in our Governed Range of funds, and in 2021
introduced an approach which increases holdings of companies with
geod environmetitai, social and governance (ESG) practices

To help our customers better understand the power of teir
pension to fight climate change, we communicaied Royal London's
sustamnability commitments and actions through videos, mobile app
notifications, and web and social media content. In October 2021,
our ‘Invested Generation’ campaign increased CUSIOMOr awareness
about the potenually posttive impact of thetr pension on scciety and
the environment.

| Royal London’s Feehng the benchit of financial adwvice report Research conducted with ever 4 000 Royal London customers between 3 June and 23 June 2020
2 Royal Lendon-comrmssioned survey by Opmumn between 4 Jure and 8 June 2021 with a satnple of 2,000 natweally represencative UK adults
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Protection

As the Covid-19 vacemation programme continues 1o progress, we
arc in the procoss of reverting to pre-pandemic underwriting, and

have already removed many restrictions we put in place in 2020.

Our revised approach is ensuring greater access to insurance, with
more customers able to obtain cover We continue to develop our
products 10 support advisers and customers.

Over the past year, we launched award-winning innovative
developmenrs for Business Moenu Plans and Relevant Lite Plans

for our protection customers. as well as Underwrite Larter.
Applying for business protection cover can take longer than
persenal protection applications due to medical evidence requests,
and Covid-19 has resulted in additionat delays Underwrite Later
provides cover earlier, providing flexibility and support to advisers
and customers in a post-Covid-19 recovery cnvironment. We were
awarded an I Mark by 'Protection Review’ for our innovative
underwriting approach.

We have also signed up to the Explaining Underwriting Decisions
initiative in 2021, Thts industry-wide agreement ains to provide
ransparent explanations of underwriting processes and decisions
to people applying for life, critical illness and income protection
insurance. This new initiative is working to ensure that pcople
with pre-existing conditions and other potenually vulnerable
customers are appropriately supported throughour thetr
protection application, and aims to increase their trust in the
underwrniung decision, and that it is made fairly

Police Mutual Group

The Police Mutyal Group became part of Royal London in 2020.
The Covid-19 pandemic has presented a challenging environment for
Police Mutual and Forces Mutual customers, who are classed as key
workers and have continued to protect and serve the public under
the most challenging of conditions.

We made a number of changes 1o support our customers during this
time including access to wellbeing services via an online hub and
financial support communications. We also delivered our financial
education seminars virtually, to allow customers 1o continue 1o
benefit from access w our colleagues.

Our colleagues

Our Group values are to empower collcagues, to encourage
collaberation, to be trustworthy and to achicve. Together, they
help make Royal London a rewarding and enjoyable place to work.
We champion the unigue strengths of all our colleagues.

Hodai nbajens I

Our annual People Commitments provide a focus 1o make sure all
colleagues feel able to do their best and are supported with the right
touls. In 2021, vw People Commumments focused on wellbeing and
inclusion. We are determined to create a meaningful and inclusive
workplace where al! colleagues feel supported te be at their best

We are committed 1o supporting colleagues in taking responsibility
for their own wellbeing. During the year we promoted focused
sesstons on dealing with stress and financial emergencies, and our
online wellbeing programme, covering a variety of topics enabling
colleagues to practice wellbeing anytime. We also aceredited an
increasing number of colleagues as Mental Health First Aiders to
boost the number of people available and offered ‘Menrtal Health
Awarcness for Managers' courses.

We signed up to the HHM Treasury Women in Finance Charter

in 2016 and have been working towards targets to increase the
number of women in our senior leader roles. We refreshed and
increased our targets at the beginning of 2021 with a commitment to
reach 42% of women in senior roles by 2025, At 31 December 2021,
the figure was 36%.

Colleague experience and engagement

‘We made significant changes to our operating maodel in January
2021 whilst also supporting colleagues continuing 1o work from
home Following the lifting of restrictions in October, we
supported colleagues with the transition to hybrid working - a
blend of office and home working. Throughout our transiticn back
10 the workplace we regularly engaged with colleagues and guided
them through the process. while ensuring we were aligned with the
relevant government guidance.
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Our stakeholders continued

Boing together in our offices some of the tune is core to our

culture and to ensunng a sense of belonging. We value being
together physicalty as a team but we alse understand the benefits
of flexibiiity 1o help colleagues manage their home and work-life
balance. We believe our move to hybrid working enables our teams
to retain the benefits of working from home but also to collaborate,
learn and perform. reinforcing our mutual mindset.

T enhance collaboration and connect colleagues across Royal
London, we introduced some key collaboration tools including
Microsoft Teams and Yammer. Regular and consistent communicanon
has been important, and we continued to share with colleagues the
CEQ blog, a range of podcases, monthly Leader eBulletin and news
content on our intranet. In addition we ran online Group Fxecutive
Committee and Board Q&A sessions for all collcagues.

We hosted a number of face-to-face evenis, including the official
opening of our new Alderley Park offices by The Rt Hon Rishi Sunak
MP in Qctober.

‘W aim to maintain our lugh levels of colleague engagement and
positive colleague experience. We ended 2021 with 79% colleague
engagement and 81% of colleagues telling us they are proud to
work for Royal London With 84% of colleagues responding o our
employec engagemetit surveys, we know our colleagues feel they
can speak up.

Qur Colleague Ropresentative Forum (CRF) plays an important role
in ensuring colleagues' voices are heard and advocating positive
change. In 2021, the CRF held quarterly meetings with different
Royal I.ondon teams, including the CEO and Group Executive
Committec members, to discuss key aspecets of our busimess These
meetings ensure CRF members understand Royal London's strategy.
can conribute colleagues’ views, and are able to pasitively shape
our colleague experience. This year, the CRF focused on supporting
colleagues through change, improving our colleague experience
through internal policy reviews and supporung projects, including
the transition 1o hybrid working
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Accelerating diversity and inclusion

We champion an inclusive workplace and continue 10 strengthen
our inclusive culture. We have taken further steps to increasc
workforce diversity. Over the year, we established a Diversity
and Inclusion Taskforce for colleagues to shape our strategy and
aceelerate chiange We unplemented a three-year pasitive dction
plan, based arcund five key pillars:

{. continue to build an inclusive culture;

2. ensure mare robust data capuure and wacking:

3 strive for better gender balance, particularly women

m senior roles;

mcrease ethnic diversity across all grades, and particularly

in sentor roles; and

continue to support all under-represcnied colleagues

across our Group

-

v

‘with inclusion as one of our People Commitments, we are

building on the foundations already m place to encourage positive
conversations and acuons m this arca. This year our Board and
Group Executive Committes held inclusive leadership sessions,
exploring their key role in enabling inclusion and role-modelling
inclusive behaviours Senior leadership also hosted ‘Everyday
Inclusion’ conversauons, complemented by a new mandatory
¢-learning medule for all colleagues that focuses on the importance
of managing unconscious bias.

Attracting and retaining diverse talent

Attracting and retaining talent to build a wruly diverse workiorce

is also a priority. We suppert all cur colleagues, including those from
under-represented groups. A menworing programme was launched.
inftiaily focused on the Women's and BAME (Black, Asian and
Minority Ethne) networks, and this year we also launched our new
Career Confidence programme for around 150 colleagues.

We embed inclusion throughout vur colleague journeys at Royal
[ondon, from recruitment 1o reward and succession. By promating
internal roles and job shares, and widening our talent source pocl,
we hope to attract a wider diversity of applicants This year, we
signed the Associauon of British Insurers Making Flexible Work
Charter and we are working with resourcing parmers o Improve
the gender balance of candidate shortists. We are also worling
with hiring managers to ensure we have diverse interview panels.

Qur inclusion networks

Rovyal London's four colleague inclusion networks - Women's

(with two sub-groups. Women in Technology and the Periods &
Menapause Group), BAME (Black, Asian and Minority Ethruc),
PRIDE and EARI. (Enabling disability confidence Ar Royal L.ondon)
- now have over 1,000 members Qur colleague inclusion networks
remain a driving force behind our diversity and inclusion intuatives.
their feedback influences topics we cover, guest speakers and focus
issues. They also champion and direct out three-year positive
action plan.

The compeliing stories and actions of our inclusion network
members are helping us o better understand diversity across

Royal .ondon and track the impact of our inclusion initatives, By
the end of 2021 81% of employees had disclosed thetr diversity darta,
including ethnic group, sexual orientation and whether they have a
disahility, ahcad of the 70% we were targeting



Talent, learning and development

In August, we launched the Royal London capability framework,

which sets cut the Group-wide capabilites we need o deliver

on our Strategy and is designed to ensure we focus on recruiting,
developing and retaming talent. Through our framework, we can
help all colleagues progress thewr careers throughout their ume at
Royal London, as well as ensure we are hiring diverse new talent.

We offer a range of professional qualifications. In 2021, 51
colleagues were on Apprenticeship programmes in arcas such
as digntal marketing and technology. In support of our career
starter programme, we hired eight new apprentices.

Through our workshops we explored various topics such as
leadership, resilience and personal impact, and in total we ran
256 workshops with 1,974 colleagues.

In 2021 we welcomed 660 new colleagues and 745 colleagues left
the Group

Another priority for us during the year was 1o ensure we identify
emerging talent, and manage and develop high-potential colleagues
through tharr career journcy at Royal London. We set ourt clear
succession plans 1o ensure smooth transitions as colleagues move
on 10 new roles within the orgamsation, or externally.

Performance and reward

We introduced a new, simplified approach to performance
management this year, which will improve the expericnce
for colleagues and leaders. by ensuring the conversations are
more meaningful with a greater focus on development and
continuous feedback.

To support this change, we introduced new learning materials
and a range of workshops and guidance to help both leaders
and colleagues get the most out of the process.

In addition, we have reviewed our remuneration approach to
ansurc it continucs to support our Purpose, attracts and retains
talent, and is aligned 1o the Group's strategy. We are focused on
simplifying our pay arrangements and strengthening the link
between executive pay and customer experience.

National Inclusion Week

In September we took part in Inclusive Employers’ National
Inclusion Week - celebratng inclusion in all its forms, with a focus
on our own inclusive culture

‘The theme was #UnitedForinclusion and our networks joined
together 1o coltectively celebrate, inspire and promote diversity and
inclusion by sharing colleague stories, promoting ways all colleagues
can help continue to build our inclusive culture and hosting events.

As part of this, on 20 September our netwarks hosted an event with
Maggie Alphonsi, pictured above, the face of international women's
rughy. Speaking to around 100 colleagues, Maggie shared her
experiences around gender, race and sexuality, highlighting
intersectionality and answering many questions from collcagues.
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Our stakeholders continued

Society and communities

Qur social impact work focuses on 1ackling financial vulnerabjlity
and supporting our custemers to build their financial resilience.

We all face unforescen shocks, from bemng made redundant or
coping with an illness, o losing a loved one. These life events can
have a big impact on our finanges, particutarly for those who are
financially vulnerable, and one in three UK adults say they would
not be able o manage without their income, or cope in the event
of a life shock!

The Covid-19 pandermc is perhaps one of the biggest life shocks

our society has ever experienced. research suggests one in four
people will not recover financially from the pandemc {or at least

12 months.? As we continue to feel its effects, there is an urgent need
to help those who are financially vulnerable,

We are addressing this need through major new initnatives:
supporting those already affected through our flagship
partnership with nationat charity Turn2us, and accelerating
movaton in finaneial resthience through our Changemakers
programme. True 1o our roots, we are alse supporiing those
facing funeral poverty through our parinership with Down to
Farth, allowing people 10 access help with organising a funeral,
finding ways to reduce costs or applyving for grants

Each year Royal London commues over £1m to initiatives atmed

at enabling thousands of people to build their financial restlience
through a range of social impact nitiatives, In 2022 we are also
broadening our scope and focus 1o include those who will be most
impacted by the move to a net zero world.

Changemakers

In 2021, we launched our Changemakers programme.

The programme focuses on creating and investing in social
enterprises that are building financiaf resilience for the
mast financially vulnerable across the UK and Irefand, and
expioring ideas and innovations to enable a Just Transitcen
10 Net Zero.

‘Working closely alongside our expert partners Year Here
and School for Social Entrepreneurs (SSE), our Changemakers
programume is finding innovative ways to drive change. There
are two stages to the programme. The first stage is Bold Ideas,
which selects and supports at least ten aspiring individuals
each year, and together with Year Here helps them to

gain insights and test and build new ideas. We then work
collaboratively to explore unmet needs and pioneer
innovative solutions.

During the second stage, Scaling Up, we will select existing
social enterprises focused on helping their communities
develop financial resilience, in partnership with SSE. Cur

role is to support these enterprises in growing their businesses
and ideas to reach a wider audience. They will each receive
funding and two years of support to scale and grow their
business. In 2021, our advisory panel selected our first ten
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Turn2us

In 2021, we launched our first social impact flagship partaership,
with nauonal charity Turn2us, by providing funding and support
for guidance, online tools and financial relief 1o people in crisis.

Last year over 1f million people visited their website Qur
partnership atms 10 tackle an urgent problem facing society today
and use our strengths to create long-term change. In the first year
of the partnership, we have used our voice in areas such as financial
resilience and mental health, collaborated on projects that increase
capacity, and directed funds towards Turn2us's helpline service.

turn
2US

Helping colleagues to make a difference

Our community prograrmine helps our colleagues to support

Royal London’s social impact activities through fundraising and
volunteering, ncluding by giving every employec two paid days

a yvear 1o volunweer. Through our digital community platform
Kind[.ink, colleagues can fundraise for, or donate to, our charity
partners and causes they care about; find volunteermyg opportunities;
and apply for matched funding from Royal London. Each of vur

five offices selects local charity parters, nominated and voted

for by colfeagues. that we support through local fundraising

and volunteering.

Changemakers from over 70 applications. The panel includes
two experts with lived experience’ which provides an invaluable
perspective from those who have personally experienced
financial hardship.

The 2021 Changemakers are:

+ Jane Duncan-Rogers, Before I Go Solutions - its mission is to
‘make end-of-life plans as commonplace as birth plans’, helping
people to prepare for bereavement and mnigate the financial
shocks that can result.

* Martin Cosarinsky Campos, Breadwinners - providing
employment and training for refugees, who are 2t risk of being
Bnancially vulnerable, by selling artisan bread at farmers’ markets
and online.

» Laurence Taylor, Easy as 123 - the Balance Project, part of
Easy as 123, aimms 10 help business owners and freelancers build
their financial literacy and resilience through a new approach
fo financial managerent called Business Data Interpretadons.

« Jane Binnion, The Growing Club CIC - this notfor-profit

initiative provides rraining and employment opportunities and

enterprise skills for wormen via an innovative peer-support rodel.

Louis Holliday, Pocket Power - aims to tackle the poverty

premium by helping people on low incomes find better deals

on their household bills, through personalised support.



In 2021, our local charity partners were:

The Feod Chain {London)

Providing vital groceries and hot meals
for the most vulnerable people living

with HIV it Lordon the foed chain

Held in our Hearts {Edinburgh)

Providing baby loss counselling
and support to families

Petal {Glasgow)
Supporting people atfected by homicide

£

Féileacain {Dublin)
Supporting anyone affected by the death

or suicide in Scotland of a baby during pregnancy or shortly after Féileacdin

" e
Tt
Boott During the year we also launched a new programme with

The Centre (Alderley Park) Tutormate, a virtual volunteering platform, which enrolied 6C

Bringing about positive change in the Royal Londun colleagues to support primary school children, from

lives of people wha are homeless or are disadvantaged commumnties, with their reading. Through Sutton

at risk of hamelessness, to help them ﬁmm Trust's Pathways to Banking and Finance programme, we provided

plan and realise a better future

*

Jerry During, Money A&E - an award-winning

social enterprise that provides money advice and

educationat services to disadvantaged groups and

diverse ethnic communities.

Fiona O'Neill, Jobs for Family Carers - helping people

who care for an ageing or sick family member 1o access
employment they can fit around their caring responsibilities,
giving them a sustainable income and reducing their

financial vulnerability.

Ebony Rebecca Walters, Rose Tinted Financial Services
- promotihg mental wellbeing for women through financial
and menta! health support. mcluding budgeting courses,
one-on-one financial support and group mental health support.
all with the aim of tarilding confidence and financial resilience.
Rosie Ogleshy, Page and Bloom - crearing handcrafted,
recycled paper flowers for weddings, events ang gifts, and
providing employment and training for wotnen survivors of
domestic abuse, who are often financially vulnerable.

CJ Tayeh, Flank - a fintech solution helping people on lower
incomes 1o repay informal loans from friends and family, and
sharing strategies to promote long-term debt avoidance, build
stable wealth, and prevent family breakdown.

volhmteer support to help students {rom non-privileged backgrounds
to cxplore a range of careers in the financial sector. Working with
the East London Business Alliance, we have enabled colleagues to
access London volunieering opportunitics including mentoring and
supportng carcer guidance in schools.

TurnZus

Royal London has donated over £430,0C0 to support Turn2us in
the last two years. This has enabled TurnZus to support around 80,000
people, ensuring they had access to vital help and mformation tn
the face of a financial crisis Of those who elected to share their
information from January to December 2021, around 33% got in
touch regarding benefits enquirtes, while 52% were looking for
grants, suggesting the critical sitzaticn of many people contacting
the helpline Royal London's support ensurcs these people can
access help and advice when they need 1t most

Donations to Turnzus

£430,000

During the past two years

1. Cost of Resihence report 2018, Zurich UK
2 Turn2us org.uk press release 22 March 2021
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Our stakeholders continued

Our sports partnerships

We are dedicated to levelling the playing ficld across sport and we
share these same values with our sports partnerships. Royal Tondon
was the Global Partner to the Castle Lager Lions Series in 2021,
played between The Briush and Trish Lions and South Africa.

We also became the first ever Principal Partner of the Wormen's
Lions Programme, funding and participating in a feasibility study o
examine whether a Women's Lions team could be formed. Through
our partnership we aitn (0 make a positive impact on the continued
success of women's rugby.

England rugby imternational Shaunagh Brown and former Ireland
rugby international Claire Molloy both became Royal L.onden
ambassadors. This helped to shine a light on women’s rugby and
raised its profile in the wider sporting community while working
break down barriers currently holding women and young girls back
from participaung m rugby

‘We have been a partner of the England and Wales Cricket Board
{ECB) since 2014. We are the utle spansors of England Women's
and Men's international one-day cricket, known as the Royal London
series. We also support domestic ¢ricket through the Royal London
Cup and encourage the development of the game nationwide, frorm
a local comumumty level through to international. We support the
cncket charity ACE (Alrican Caribbean Engagement) and its work
in addressing the 75% decline of professional cricket partcipation
by black British players in recent years. They have programimes

in London and Birmingham aned during 2021 we funded their
expansion 1o a third city, Bristol.

Last year we were also delighted 1o be able to support Stuart
McLaren, former account manager ar Royal London, to compete
in the 2021 PGA FuroPro Tour and develop his professtonal
golfing career.

"We are dedicated to levelling
the plaving field across sport and
we share the same values with
our sports partnerships.”

28  Royallondon Group | Annual Report and Accounts 2021

Financial advisers and employers

We champion the role of advisers and the value of financial advice.
We believe a combination of high-quality, affordable financial advice
and value-for-money products and services is key to helping
customers build thetr financial resitience.

We have built up strong relationships with our advisers through
our partnership approach, working together (o ensure customers
get good outcomes.

Advice gap

Customers wlio take financial advice are, on average, £47 000
berter off after ten years,! and it 1s also shown ¢ improve their
mental and emotional wellbeing, However, 39 million adults in the
UK do not 1ake any form of professional guidance on their linances:
this is referred 1o as ‘the advice gap'. We {eel that, together with
advisers, we are responsible for tacklhing this important issue

Innovative development

Over the past year, we have continued 1o enhance and flex many of
our propositions to help advisers meet changing customer demand.
To help advisers scale their business we are investing in data and
digita! capabilitics which means we can provide them with insights
into client behaviour, and offer a personalised review service

In 2021, we acquired Wealth Wizards, a market-leading fintech
provider that aims to make financial planners’ advice processes
more efficiert, more scalable and mare digital Tt can also be used
to support employers seeking 1o help their employees make better
financtal decisions. The acquisition will allow us to enhance the
support and service we provide to advisers and broaden our
workplace offering.

Qwver the past year, we have launched two new tools for protection
advisers. Our Menu tool helps them talk to customers abourt the
different types of cover and tailor a specific plan, while our new
inheritance tax toolkit makes it caster for advisers (o engage their
clients on inheritance tax conversations We are also supportng
advisers to create links with lettings agents, and talk 1o renters abourt
the need for them to protect their income n case of illness or injury.

Supporting advisers with responsible investment

We are aiso supporting advisers i ncorporating respansible

investment as part of their advice process. We created an adviser

responsible invesiment toolkit with three key areas.

» educational information for advisers wo deepen therr knowledge
of responsible investment;

+ pracucal support to help advisers adapt existing processes 1o
mclude responsible investment, and

» high-quality Royal London investment selutions, with responsible
investment built in as standard.



Working with financial brokers in Ireland

In Ireland we focus solely on the financial broker market and during
the year we worked with morce brokers than cver before. This was
areflection of our excellent service as well as the enhancements and
new Initiatives we have implemented which have differentiated us
within the market. This progress was substantiated in our broker-
voted awards for Service Excellence, Protection Provider
Excellence and Excellence in Broker Support at the end of the year.

Wemproved our online system to provide financial brokers with
instant access to richer, real-time information and enbanced s
functionality to make it quicker and more efficient to use,
particularly during the application journey. We created a feature-
rich dashboard that makes it casier for financial brokers to sce and
track applications. We also expanded our paperless options, making
our digital expericnce simpler to use, more sustainable and more
convenient for everyone

Employers

We provide a range of support tools for employers so they can run
their workplace pension scheme effectively. Our emplover toolkit
includes both online and offline resources to help them support their
employees, covering areas such as passing on pension savings,
financial wellbeing, salary exchange, making single contributions
and understanding tax rehef. Our Scheme Switch information packs
highlight cost savings for employers, [rom reviewing an existing
scheme and potentially benefiting from lower charges and
ProfitShare when they move a scheme to Royal London. We also
produce a monthly employer newsletter, Pension Matters, which
helps employers 1o keep up 1o speed with the latest updates, product
changes and other useful pensions information.

1 ILC What it's worth Revisitimg the value of financial advice, November 2019

Modern slavery statement and approach

Royal I.ondon has a 7ero tolerance approach to slavery and hurnan
trafficking. When bidding for business, potential suppliers have to
subrt evidence of compliance with the Modern Slavery Act 2015
Any instances of modern slavery in our supply chain would be
reported to our Group Executive Risk Committee (GERC). None
were reported mn 2021,
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The planet - our approach to climate change

Investing for a sustainable future

We are committed to acting and investing
responsibly. Aligned with our Purpose to

protect today and invest in tomorrow. we place
environmental, soclal and governance [ESG)

issues at the heart of our investment decisions.

As the UK's largest mutual life. pensions, and
investrent company, we are guided by what is in
our customers’ best interests. As a leading investor,
we believe we can make a significant difference on
our customers’ behalf by actively engaging with the
businesses and projects we invest in to influence
positive ESG outcomes, while also delivering
investment returns.

Stewardship and Engagement

We belicve that investing is abour more than generating rewurns, and
that genterating returms is about more than simply buying and selling
assets. We are advaocales of the need 1o take a long-rerm view and
being responsible owners of the companies we invest in. Engaging
with investee companies on a broad range of issues is central o our
stewardship approach and supports our aim of enhancing returns
for our customers while delivering benefits for society as a whole

This year we refined our approach 1o stewardship, voting

and engagement priorities across our investments. Qur revised
Stewardship and Engagement policy outlines how we monitor
and engage with tnvestee comparnes, exercise our votig rights,
co-operate with other shareholders, communicate with relevant
stakeholders, and manage actual and potenual conflicts of intercst.
Qur high-evel approach is set out below and more detailed
infornation can be found on our website

Our Stewardship and Engagement policy addresses Royat
1.ondon's obligations with regard to the implementation of the

FU Shareholder Rights Directive in UK legislation. In addiuen,

it outlines how we, as asset owners, evidence our commitment

as responsible investors by actively exercising our rights as
shareholders, instructing asset managers on priority engagement
themes and reserving the right te decide on the exclusions that are
important to our customers.

In addition to our responsibilities as an asset owner, our asset
mandgernent business (RLAM) Is responstble for managing over 95%
of our asscts and undertakes stewardship and engagement actvity
on our behalf. RLAM also does this on hehalf of their own external
customers and clients.

The quality of the activity undertaken by RLAM was recognised
through its successful subrssion to become a signatory to the new
UK Stewardship Code 2020. The Financial Reporting Council (FRQ)
reviews and approves all submissions 1o ensure that applicants meet
the UK standards which are some ol the highest in the world

To ensure that our customers’ mortey is
managed in line with our Stewardship
and Engagement policy, we have
designed and implemented an asset
manager monitanng framework.

Under this framework, and working

in collaboration with RLAM, which
manages 95% of our total assets,

we monitor and assess our asset
managers responsible investing in 2021
activity and performance. ensuring
that the framewark’s principles are

We recagrise that actively exercising
vating rights is essential to being a
responsible investor and is a key
mechanism to positively influence
investee compares on behalt of our
customers and members.

The RLAM Governance team voted at
more than 3,700 company meetings

The voting principles that guide our

Engagement with companies an
strategic and ESG matters is a cole
part of our stewardship responsibiiities.

We believe that good company
engagement requires ongoing contact
through regular meetings with either
management or the Board with the aim
of encouraging companies 10 adppt
hehaviours and achieve positive ESG
outcomes which are in the interests of
our customners and wider sociefy.

put into practice.

asset managers, to ensure they vote in
line with Royal London's expectations.
are described in detail on our website.
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Our Investment Beliefs

We believe we must influence and invest in the transition to a
low-carbon economy by working with the compantes in which we
invest. In doing so, we aim to protect the standard of living of this
and future generations.

In 2021 the Board agreed to move away from market weight as an
investment strareqy. Our decision is driven by the belief that the full
extent of the transition to a low-carbon cconomy is not yet priced
into markets and we can better protect the value of our customers’
investments by taking a more active investment approach.

The value of our customers’ pensions in retirement is determined not
only by how much they save and how much therr investment grows
but also by the environment into which they retire.

The Financial Conduct Authority (FCA) is introducing a new
‘Consumer Dury’ for finaneal services cempanies in 2022, Tt will
raise the expectanons on how products are designed and how
services are delivered to custormers. Royal London has advocated
that this should include a new duty on firms to invest responsibly on
their customers' behalf, so the investments we make also help
improve the environment we all live in.

During 2021 we substantially revised our Investment Phulosophy and
Beliefs 1o explicitly incorporate chmate considerations.

We believe:

o “Thar our customers want w kuew where their
motey s imvested mud the mpact tha ucbias on
the world around them
That the bhost tuture for our customers 1s one
where we colivetivel hicve the qoals of the

CLICNE
crrons tiken i the next ten yoars will
dotermne the shape of the centry w coltte,

That wo should act as aresponsible steward

of the assets we rvest mon behalf of ow

customers, who rely onus wo adopt o responsible

vestnent apptonch

Thate

g 1% bost deiven by being an active owner
Aand engaging with cotnpranies where there are issues
w he
That allk
15 not a viable mvestument suriee
ror conniitted to FSG nneygranon

e capital based solely onmarker weighit
for a responsible
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The planet - our approach to climate change continued

Responding to the climate crisis

2021 brought into sharp relief the dual crisis facing us as we manage the social, economic 4nd financial fallout of the pandemic whulst
tackling the onrcoming climate crisis.

The latest report from the United Nations International Panel on Climate Change (IPCC) tells us that the actions taken so far to address
climate change are insuffictent to meet the goals of the Paris Agreement and the risk of exceeding 2°C of warming is becoming increasingly
lhikely untess transformational action is taken The next decade is crumal and ambition must now translate mto action with ¢lear policics thar
Support and incentivise investrment in the green economy and account for the environmental costs of high-carbon activites.

The agreement secured at the chmare negotiations (COP26) in Glasgow in November 2021 indicates that governments are willing to

take the necessary steps to keep the goal of niting warming to 15°C alive. The Glasgow Financial Alhiance for Net Zero (GEFANZ) brings
together financial sector organisations, cellecrively managing £130 trillion in assets, to mobilise private capital to accelerate the transition te@
anet zero econony

This year's Annual Report and Accounts contains Royal London's third climarte related disclosures and mn it we describe the actions we took
in 2021 to reduce the carboen intensity of our investment portfolio and our operations. We also detail the changes we have made to further
embed the management of chmate risks and opportunities in our busmess.

Qur climate change policy outlines our commitments and the table below provides an gverview of cur progress this year.

Progress against our climate change policy commitments

Dur chmate charge commuments Summary of 2021 gclivity

Climate risk policies
We reaqure our asset managers to develep  RLAM manages 95% of cur assets "he company has robust chmate ara £SG ooilcies and s a

and put in place chimate nsk pohcies signatory 'o e Net Zero Asset Managers Intatve. The exierna managers we work with a.so bave
clrate pocies in place

Low-carbon economy

We will promoie the case for mowving 10 2 We nave engaged with polhcy makers and reguaters poth drectly and through mdustiy bodies on
low carbon econamy to pal cy-makers and  the need for supoortive pol cies to enable tre transition to a iow-carbon ecenomy We have ‘ogused
influent.al stakebolders our gnect engagerert offorts on secur ng wust Transition pians withes the Lthtes sector. as 3 key

driver of wider economy decarbarisation

Risk management

We will consicer clirmate change withir o We nave aeveloped a clmate nsk gppeile staiemerm ane asscaaes metrics, extended aut

1Sk managemect anc busiress pianning assessment of climate ris«s and ocportunties ceyond the ORSA, ana vo'urtar ly partic pated in
the Bar< of Fnglane's climate siress tests. We rave active'y mcorporzted climate considerations
o the deve-opment af new nvestent products io meet the evowieg needs and expentations
of our custoers

Operating efficiently

We wit consicer cimate cha~ger sks and Wo contnued to debver agans: our operatonal cimate pledges and are aread of target - the

opportunities v our Qwn gperarons decarban sation of pur direct operat ons We nave also expanded our focus to all our ocerauonai
Scope 3 emiss ors, woich will erable us to esiablish our pathway o net zero i~ cur indirect
overational em ssons oo,

Keeping you updated

We willreport on oor progress - our CQur Anrual Repor: anc Accouris consolicates and reparts on our progress n 2027 We
Anngal Repor and Acoouss and an have alss uraertaker 2 broac com—urications program—ie 1o ~¢lp atvisers ard customars
G wegs te uncerstarc the role that gens a-s cas olay in aadressing tre clmare crallenge. thraugh oor

Imvested Generation’ cammpagr
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Focus on engagement

Utilities sector engagement and the Just Transition

RLAM is a large investor m the energy utilities sector, which brings
power into our hemes and workplaces. The sector has a critical
role in decarbenising the economy by shifting away from fossil
fuels towards green electrification.

During 2021 in partnership with Friends Provident Foundation,
we continued active discussions with a number of utlity companics
about the trends transforming the power sector.

While most were already working on decarbonisation plans, the
majority had not yet established specific approaches to addressing
the social implications of their decarbonisation efforts. To remedy
this we asked companes 1o publish a Just Transition plan ahead of
COP26. SSE published thar plan i 2020 and five more companies
responded in 2021

= March 2021: E.ON published a section on Just Transition in its
clitnate traasition plan.

August 2021: National Grid committed to addressing the Just
Transition in its Responsible Business Charter.

September 2021 Centrica published its Just Transition plan.
October 2021: EDF published its Just Transition plan.

November 2021 Scortish Power published its Just Transition plan.

What is the Just Transition?

Rapnd el aetion that limes globat seanmang to below

I prevent some of tie s orst i and ceononne
(e The scale and pace of the change

ntod avid

P ean he
[HUNENSH

ove this goud s aupre

at Lapicdand disordery changes cint lead tomereased
s emve peoplbe. se and commuitios

strandoed. The coneopt ol the Tust Uransition is o ensure
Cvansidered climate ACuon SUpports an
COTPATI ] OIS HLSTTCeS

it soctal ssues
Helnsive coomonny el avaud
OF CTCATIILG IO e

Why we care about the Just Transition

dmembiers and the
sprov e workplace pensons toowallall
Ve ransiuon w oy
1ters taus We want ta mimnuse the
ansttion b

Our cprovees. our custonic
coppanes that
be mupeicted il ooty
As ool this
likehboed of thie © viigg s e stoock
The sewctal misk of 1ot takimg e actent could be
sigpud e barier if wlcdiessedd Bmancrat awnd «
inctusion are also nuporant dvivers ol cur Turpuose
woo heliove that etisurmig o Just Transition goos hane
hand wath onr docarbonis )
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The planet ~ our approach to climate change continued

Industry engagement

Royal [.ondon undertakes active engagement through R[.AM and
collaboraton with other investors, We are focusing our cfforts
an engaging with the key high-carbon industries (e.g. urilities)
and policy-makers to be an advocate for change that will protect
our custorers’ standard of living and the sustamnability of our
business model.

We are committed to working with our peers in the financial sector,
the companies we invest in and policy-makers to play our part in
enabling the Just Transition. We lead and participate in various
forums, which are detailed in the table below. One of the most
tmportant pieces of work we participated m durmg 2021 was the
development of the Association of British Insurers Climate Roadmap
which identified the potential and constraints the industry faces w0
unlock invesunent in the transiticn to net zero

Industry engagement

Qrganisation

Role

We support the development of new funds such as those being
considered by the Treasury through its Long-Term Asser Fund
initiative. However, the development of new financial products
alone will not be sufficient. We contributed to the work of the
Climate and Financial Risk Forum (CFRF) Innovartion Working
Group This prece of work found that there needs to be a
corresponding evolution in how investors make capital allocation
dectsions to moehilise financial capital. [t also needs 1o be at a scale
and speed not previously seen to deliver solutions and place-based
investments that enable the transition of real economy systems —
energy, buildings, transport, land use and industry.

Keﬁbheégnx n 2021

Investment Asscciation Sustanabty Committee memoer

+ Guidance on sustanable fund standards

{1A}
Association of British Insurers
?he _lr;_;tituti-:;s;l Inv;estors—(;oup.
on Climate Change

(HGCC)

!ﬁsh ééndar@nsti’l]te
{BSI)

Climate Financial Risk Forum
(CFRF)

Financing a Just Transition Alliance -

(FJTA)

- Participant in cimate change working group

+ Particpart i cimate change sleenng and
working groups

- Workirg group lead for the cevelopment of
the Net 7ero Investrren: Framework
« Utities sectar workmg group {Co-chai

+ Sponsor and steenng group member for the
developme~; of sustanabe fund standarcs

Innovaton working group partic pant
« Disclosare working group particasant

Member and eac of imvestor ergager-ent with
tre utities secter

. ABIClimate Roadman

- Pans Aligned investor Initist ve
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Embedding sustainability into our
working practices

Investing in our people

‘We are committed to incorporating climate objectives into roles
and responsibilities across the organisanon. We started with our
Group Exccutive Commiitee, who provide the direction to the
business, through the introduction of chmate targets inw executive
remuneration We are also working with the University of
Edinburgh Business School to deliver a climate education and
trainng programme. Internally, we are building wider
organisational capability through the development of a Group-wide
environmental awareness education module and supporting
communications.

Enabling low-carbon ways of working

During 2021, in partnership with Mitie Encrgy, we completed
a study of our non-investment-related Scope 3 greenhouse
gas emissions. Scope 3 emissions occur atr every point of an
organisation’s value chain, and for Royal London they are
generated by the following actvities: purchase of goods and
services, constructon, employee travel, waste, water,
ungovernable energy consumption and investments

The analysis concluded that the main contributors to our non-
investmentrelated Scope 3 emissions were arr travel, procurement
of paper. emplayee commuting (2019) and working-from-home
enussions (2020). In the coming year we will use this study o
identify our pathway 10 net zero and set granular targets to drive
urgent and rapid decarbomnsation.

In line with the Government's streamlined energy and carbon
reporting (SECR) requirements, we are reporting our organisation’s
carbon cmissions using a financial control boundary, which mncludes
both our operational estate and investrent propetties. We continue
to use 2019 as our baseline year and our methodolegy aligns

with hoth the Greenhouse Gas Protocol -~ Corporate Standard
merthodology and the requirements ser out in the Government's
Environmental Reporting Guidelines 2019.

Our operational emissions disclosure is on page 40

Our operational sustainability strategy

We have maintained carbon neutrality in our direct operational
cmissions (Scopes | and 2) through carben offsetting - this year
supporting sclar energy systems for communities in India - whilst
continuing to decarbonise. On our journey to reach net zero carbon
in Scopes 1 and 2 by 2030, we have achieved our 2025 targets
three years early, recognising there have been some positive
impacts on our emissions as result of the pandemic and that the
categories of waste and paper use have increased during 2021 as
we saw a gradual return to the office.

We have reduced our Scope 1 emissions by 68% from cur 2019
baselme and source 99% renewables for all electricity (Scope 2)
across our operational estate. We have implemented 93 energy
censervation measures resulting in over 1 millien kWh of cnergy
savings m both gas and clectricity across our offices, through our
work with our facilitics management parter, Mitie.

Cur colleagues play an integral part in supporting our efforts.
This yvear we launched the Pawprint app to enable all colleagues
ro measure, understand and reducce their carbon foorprint, Our
‘Eco Champs’ group has grown substantially this year with over
400 colleagues helping us build a culture of sustainability across
Royal T.ondon.

We installed ten electric vehicle (EV) charqing potnts at our new
office mn Alderley Park, Cheshire and organised on-site displays

of the benefits of clectric vehicles to encourage our colleagues to
switch. In addition, we removed all single-use plastic bottles from
across our offices, as well as introducing Vegware to replace

all plastic takeaway packaging in our restaurants. Through the
introduction of QR codes in some of our customer communications
we saved over 200 tonnes of paper. In addition, we saved over
2.5 milhion sheets of paper through the mcreased adoption of
clectronic stgnature technolegy

We also work closely with our suppliers, and we asked our key
supply partners to respond to the CDP's supply chamn climate
change questionnaire. This resulted in a 58% response rate and
a strong foundation to build on in 2022
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The planet - our approach to climate change continued

Aligning with Taskforce on Climate-
related Financial Disclosures (TCFD)

recommendations

We suppert the recommendations of the TCFD and have adopted
its four-pillar framework to explain how we identify, manage,
govern and respond to climate risks and opporwunities.

Pillar 1. Governance

The Board has ultimate responsibility for the way we manage

our response to climate change. How we manage the risks and
opporiunities associated with climate change was a key topic for
the Board and its committees during 2021 Key matters discussed by
the Board and its comrmuttees are outlined on pages 74 to 118

This included the approval of

» The 2020 ORSA which included chmate considerations
« Group-wide climate targets:
= Revisiens to the Group Investment Philosophy and Beliefs,

¢ ‘The Group clitmate risk appetite staternent and associated
performance metrics; and

* The incorporation of climate targets into cxecutive remuncration.

In addition, the Risk and Capital Committee reviewed the analysis

and recommendations arising from the Chmate Bicnnial Exploratory

Scenario (CBES) analysis initiated by the Bank of England.

The Group Executive Committee is responsible for the overall

management of climate change risks and opportunities and is

supported by a Group Sustainabihity Oversight Committee and a

Group Sustainability and Stewardship function This functien holds

responsibility for:

» sustainability disclosures;

» corordmating assct-owner stewardship activity;

» providing subject-matter expertise across the Group;

» working with industry partners to influence wider actior; and

= oversighr of progress against climate targets, risk, and
opportunity analysis

Our Groupy Chief Financial Officer (Group CFO), Danicl Careaux,

retains his regulatory responsibility for managing the financial risks

ansing from climate change.

“Now is not the time to be passive.
The biggest way Royal London
can make a difference in the fight
against climate change is through
an active investment approach.”

Barry O'Dwyer, Group Chief Executive
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Pillar 2: Strategy

Customer research has shown growing public concern

abowut climate change as a key theme and, as a member-owned
organisation, reflecting our customers’ and members’ views

in how we manage their money is important to us In addition.

our assessment of climate risks and opporunities indicates that
continuing to enhance our propositton to meet changing industry,
regulatory and customer expectations is key to delivering long-term
sustainable vahie to our customers and membcers.

We conunue 1o invest in the development of our products and
proposition, by building an our existing ESG and clirnate capabilities
to enhance existing funds and by bringing new funds and products
to market.

Expanding ESG integration across RLAM

RI.AM has continued 1o develop its climate and ESG assessment
capabilities and model. The bespcke maodel scores companies in
relatton to ESG risks and opportunities by enniching third-party
data with the knowledge and expericnice of our investment

and Responsible Investment {RI) teams, including research and
stewardship actions carrted out by the Rl team in collaboration
with fund managers.

This model and its outputs, in the form of an aggregated dashboard,
provide RI.AM's fund managers instant access to the knowledge
and experience we passess across the business, allowing for more
efficient ESG integration.

Moving away from market-weight passive to

‘equity tilt’ solutions

During 2021 Royal London took 4 significant step forward in
responsible investing by actively working with RLAM to wransition
the RLAM passive equity funds and our segregated mandates inte
climate- and ESG-tilted equity solutions. The proposition essentially
increases holdings of companies with better climate and ESG
pracuces and reduces holdings in companies which are not
managing these issues as well as their peers. We transictoned
£23bn of passive equities 11 our Governed Range reducing

the range’s carbon footprnint by 16% by the end of 2021 This
nitative echoes Royal London's wider commitment to being

a responsible investor.



Pillar 3: Risk management

Understanding transition and physical risks

Climate tisk could crystallise in a number of different ways given the complex nature of the risk and the different time honizons for impacts
‘The risk impacts are typieally grouped in categories of physical and transition; primary and secendary. To assist our understanding and
monitoring of the impacts on the Group, we have mapped the risks to four business categories within cur risk universe: Strategic, [nvestment
(through marker, eredit, and liquidity). Insurance and Operational. The mapping of business considerations to the risks and opportunities is
detailed in the table below.

We have continued to integrate chmate change into cur risk management systemn. This includes developing a climate risk appetite
statement within the Group's risk appetite framework and metrics for monitoring progress against climate targets in line with the new
risk appetite statement

During 2021 we voluntarily undertook Climate Biennial Exploratory Scenario {CBES) analysis as recommended by the Bank of England,
which included modelling three scenario pathways. The desired outcomes of the 2021 CBES were to: size the financial exposures of
participants and the financial system more broadly to climaterelated risks; understand the challenges to participants’ business models
from these risks; gauge their likely responses and the implications this carries for the provision of financial services; and assist pargcipants
in enhancing their management of climate-related financial risks. Our findings indicate that increasing temperawres and/or a disorderly
transition lead to a range of negative cconomic and social impacts, of varying severity, depending on the pathway that is assumed

The impacts of market shocks will be dampened by equuty hedging in place.

However, financial stress tests are not able to measure all risks facing the organisation in particular the risks associated with changing
customer expectations, the competitive environment or the political landscape. As outlined in the recent World Economic Forum report,
the biggest risk we face is that collectively countries fail to take sufficient action to address chmate change resulting m warming of more
than 3°C by 2100 and the cascading impacts that this would have.

Rigk catego_r;'

Potental impact

Risk-l.rr-nha-ct Sub-category

Strategic Transiion Policy Governert or Regulatory policy/requirements on climate charge impacts the viaod ty of cut propesitions.
Market Loss of market share if we fall to devetop new propostions or madify ex sting ones to reflect growing
demand for procucts which are perceved to have a postive (or neutrali :mpact on combatng
climate change
Reputaton  Reputatoral damage o ow brand
Investment Transiion  Folicy Acton from governments anc regulators to meet tne Pans Agreement targets and respond © puthc
se~timent may lead to reduced vaiues of some comparnies in wnich we nvest
Market The emergence of distuptive green technologies and changing consumer beravicurs
Physical  Primary The Group's nvestment portfolias corrair significant direct mvestments In physical assets incuding
property and asset-backed securities
Seconcary Theindirect physical effects of drate change which nelude supply chain disruction, migraton
politcal instabdity or conthct

Insurance  Physical  Prmary An increase in average UK/lnsh termperatures resulting inless oredictasle and more extreme temperature
fluctuatiors that lead to recuction n life expectancy.

Secondary  Ar sx that temperature charges increase the level of nfectious diseases globally

Secondary  Falling crop yields. resource shortages, migration, paliical irstabiity or conflct. with negative effects
on lifestyles in the UK ard Ireland, for example peorer diets anc lower tax revenues to sipoert the NHS,
This results in lower life expectancy and an :ncrease in morb dity nisk,

Operational Physica Pumary Bustess ¢ sruption through more extrerne weather including fooding ene stronger storms, Consideranan
of our own office/ data centre lacations, thase of key suppliers and disruptions which could Impact
commuricatons between locations.

Transiton Marxet Falkire 1o+ etan and attract the skills we need as a result of not waking the necessary act on (o protect our
reputaton and to acapt ways of working as the UK transitiors to a .ower carbon economy

Opportunity Opportunity

category smpact Sub-category  Polential impact

Insurance  Transiton Primary Mortality rates could reduce in the evert of a successful transton to a low carbon ecenomy This would
reduce lapse, mortalily and morbidity isks, in turty iowerseg our babilities ard capla requrernents

Strategic Transition  Market Positive mpact on market share as a result of successful development of new propostiors or moaified

existing ones to meet the growryg demand for products which are percewved to have positive (or netral)
1Mpact or combating cimate change.
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The planet - our approach to climate change continued

Pillar 4: Metrics and targets

Measuring and monitoring climate-related risks

Baselining the carbon emissions of our portfolio and setting climate targets ts a necessary first step in the effective management of clitnate-
related risks and opportunities as we contribute to the transition to a lower carbon economy. Bur as COP26 has shown, governments and
regulators have a critical role to play to unlock the potential of the market and scale the opportunitics available for insttudonal investment.

We are founding signatories o the [IGCC Net Zero Investunent Framework and have adopted both long-term and short-term climate
targets, aiming ww halve the carbon mtensity of our mvestment portfolio by 2030 and achicve net zero by 2050. This commitment is based
on the expectation that governments and policy-makers will deliver on their commitments to achieve the 1.5°C temperature geal of the Paris
Agreement, and in the context of fulfilling our fiduciary obligations. We prefer engagement over divestment, as we cannot divest our way to
a greener planet. Instead we engage with the companies we mnvest in to understand how they plan to navigate the transition to a low-carbon
economy and promote the need for a Just Transidon.

In addition to a portfolio emissions reduction target, we are setting ebjectives to develop new [unds which offer access to climarte solutions,
a targel to drive engagement on the Just Transition and targets to reduce the emissions from our own operations, OQur approach means that
we are measuring both the real-world emissions reductions, made by the companies we invest in, and the reduction achieved by changing

our invesunent and asset mix,

Met Zero Investment Framework: climate targets and 2021 achievements

The basis and assumptions our targets are set out in detail on page 39

QOur commitments

We have committed to reduce the emissions
from our investment portfolio by 50% by 2030
as part of the transition to net zero by 2050.
The actions of governments and a supportive
policy environment are critical enablers to
achieve our net zero ambétions.

As a Group we commit 1o developing solutions
that wili enable our customers to Invest n the
iow-carbon transition.

REAM will transition core elements of its fund
range to sustainable objectives.

We will engage with the uglities sector and

our top ten carbon emitters on the need for a
Just Transition plan. When appropriate. we will
consider divesting from compariies which are
unwifling or unzble to put n place a credible
net zero strategy.

Achieve net zero direct operational emissions
by 2030 (Scopes 1and 2).
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What we achieved in 2021

We reduced the carbon intensity of the
RLMIS equity and fixed income holdings.
which represent 63% of our portfolio, by 35%.
This was driven by the cormnpanies we invest
in reducing their emissions and changes to
our postfolio.

RLAM transitioned six index-tracking funds
from passive management to active climate
consideration and ESG integration, and
launched two new funds focused on climate
and sustainahility objectives.

RLAM engaged with seven leading utility
companies, six of which published Just
Transition plans.

Mantained carbon neuti ality n our Scopes 1
and 2 operational emissions, reducing our
direct carbon emvssions by 8%, well ahead
of our 2025 target of a 60% reduction.




The table below details the emissions arising from our portfolio of nvestments. During 2021 our internal assets inereased [rom £114bn to
£124bn. Despite the increasc in assets the carbon emissions ((CQ,e) from our equity and corporate fixed income portfelios reduced by 26%
and the carbon emissions per £m tnvested reduced by 35%. This reduction is a combination of reductions mace by the companies we invest
i (24%} and chianges we have made (o our portfolio composition (11%).

Whilst the reducuons are positive there are material constraints in the collection of data and the asset class coverage. In additton cornpany
emissions will have been impacted by the economic effect of Covid-19. As a result we expect o see both toral carbon emissions and
emissions per £m mvested fluctuate over time, albeit with a downward trajectory.

RLMIS portfolio emissions disclosure

Year-on-year
Year-on-year change change
Year ended Year ended Year-on-year company portfalic
2021 2020 change® decarbonisation® compasition’
RLMIS AUM ({Ebn) 124 4 8% o
Corporate Fixed Income [CFIj & -_lStﬁ.'cEau\-{-y ILE} Conj [ 7'_'___ 70 % o o
MSCI Carbon Metrics for CFI & LE o - - -
Carbon Emissiors (100,6%/$m Invasted) 67 03 -35% M% %
Total Caroon Emissions [MICO,e - 89 93 -26% B B
Carbon intensity (tCC,e%/$m Sales) h ﬂ_ ) 16 122 5% o
Weighted Average Carbon intensity 1C0,¢%/Sm Sales) 04 n7 %
Data Coverage Metrics ) ' o B
Asset Class Coverage 7 7__ - T 63% ) 63% -
MSCI Data Avalabilty o 70% 68% 3%

1 Represents the overall amount of the Group's mvestments excluding assets managed on behalf of third parues and including assets of the Group's pension scheines.
2 Year-on-year change represents the percentage change n the Year ended 2021 metnic from the Year ended 2020 metric

3 Decarbomsation over 2021 had RLMIS retained the exact portfolio of assets held at year end 2020 Indiwcates the impact of underlying companies’ decarbomsation
41 Balance of total decarbornsatton over 2021, after allowing lor company-level decarbomisation. Indicates the impact of RLMIS portfolio adjustments

5

1COe represents esumated amount of emissions during the year, measured n metric tons of carbon dioxide equivalent MiCO2e represents one million metnc tonnes of

carbon dioxide equivalent

The basis and assumptions underlying our climate targets

Our climate targets are based on the expectation that governments and policy-makers will deliver on commitments to achieve the
1.5°C temperature goal of the Paris Agreement, and that the actions we take do not contravene Royal London’s fiduciary duries.

Qur operational emissions targets include emissions arising: directly from operations controlled by the Company ('Scope I');
indirectly via constmed energy (‘Scope 2'); and through the Company's full value chain (‘Scope 3"). The baseline year for our
operational emissions is 2019. We disclose separately the emissions {'Scope 3} from the companies in which we invest as our
‘portfolio emissions’.

Cur portfolic emissions assumptions

The portfolio emissions targets we have set include assets that are controlled by the Royal London Mutual Insurance Society

Limited and are managed on its behalf by RLAM. This includes the regulated investment funds managed by RLAM. Tt excludes
segregated mandates managed by RLAM on behalf of its external clients. The baseline year for our portfolio emissions is 2020.

Royal Londen's portfolio emissions targets are based on the weighted average carbon intensity (WAC) metric. This approach
lacilitates a consistent measure of Roval London's carbon emissions intensity over time, unaffected by business growth. The
measure also enables stakeholders to make more direct comparisons across companies and funds.

The limitations of emissions data

Not all companies that we invest in consistently disclose their emissions, Where disclosures are made, these are often restricted to
their Scope ! and 2 emissions. For some companies their Scope 3 emissions are material, for example where the emissions arising from
the use of a company’s products exceed the emissions created during the production process. Furthermore, not all our investunents are
in companies and where this is the case emissions data can be even harder to quantify.

This year we can disclose the Scope 1 and 2 emissions associated with 70% of our listed equity and corporate fixed income holdings.
These asset classes make up 63% of our total assets. Qur disclosures will improve as data quality improves and we will be transparent
about the quality and coverage of our emissions disclosures. We use MSCI as our data provider, they calculate carbon emissions based
on dollars ($) and this is reflected in our disclosure. Their methodology is available online at www msci.com.

Royal London Group | Annual Report and Accounts 2021 39

Hodas mfiayeng I



The planet - our approach to climate change continued

The table below details the ermssions arising from our operations The commentary on page 35 explams the actions we are taking to embed
sustainability into our working practices and the progress we are making.

Operational disclosure

Operational metrics and targets

2019
2021 2020  {waseline year) Targel
Scope  GHG emissions (:CO,ef 453 818 1421 60% absolute reduction by 2025
S(:(-Jpe ?G) |G e_r-nwé._sw_ur; \ECOL}_J B -l-\.._'i;.r;c('t-)ase-d a3 215 1567 o Purchase 100“_/:1916;:1[)?‘
locationtased 1235 1507 1,895 erergy ‘or electrcty by 207
Scapes 1 arg 2 GHG jmarket based) T T T oo0e c18 060
per FTE (tC0.e)

Scope 3 0HG ral and an thi)tVa\ o _12_9 - 289 190 R;jﬁa: busness travet frail and ar)
ermissions tCO,ef - o 7 o by 50% por FIE from 202
Per £TE 0.02 3.05 0.38

P;L_(M -\JSEE h 7['(7)ta\7(7t:7 7 945 . 927 1N -

- ) Inteinal paper per poley gt 0.92 BEET 60/ Recuctar of S0% pe- pocy by 7075
Exierna paper per poEircryr ig] N 7 104 123 Reducton of 50% per noicy by_2025

Wastc 1)/ T ol a3 378 727 Regduchon of 50% per FTE by 202
E T 009 oo o5 ang continue to send

zero waste 1o landfill

Water consumption (cuoic metesi’ Total 8828 19313 3096 Reducton of 15% pe- FTE by 7075

Per FTF 1 3 5

Streamlined energy and carbon reporting: operations and investment properties®

2019

202t 2020 ‘baselinet

Scope 1tC0Oe! 7 o ) 3,568 3,689 4 554
Scope Zimarketbased] (tCO€) . 93 A 66/
Scope 7 (locauon-based) 1CO &) s o ) 6,281 776 10540
Scopes 1 and 2 (~arke'-based| emissions per sgm [CO.e} 0.005 0.C05 0.013

I Qur absolute Scope 1 and Scope 2 emssions for 2021 shown n the operational metncs table have been assured by ERM CVS, an independuent external assurance
prowvider. to a Limited level of assurance This assurance mcluded a review of actvaty data and the calculatton of emissions from those activity data Full details of the
scope, activines, mmirations and conclusions of ERM CVS's assurance engagement are mcluded inits Assurance Statement at rayallondon com/chmatechange The 2019
baseline figures have been adjusted followmg review and further data becommg avatlable. Pohce Mutueal Assurance Soctety data 1s now ncluded [rom acquisiion m
October 2020
Reported Scope 1 emussions: covers emussions generated from the gas and ol used i buildings, emissions generated from Group-owned vehicles and company cars used
for business travel, and fugitive ermssions ansmng from the use of air-conditioning and chiller/refrigerant equipment.
. Reported Scope 2 ennssions, covers etnissions generated from the use of electrieny n buildings and has heen caleulated i accordance with GHG Protocol guidelines w
both location-hased and market-based methodologies
Full time equivalent.
Reported Scope 3 crmssions covers crmussions generated from Group rail and am business travel. The 2019 baschine figures have been adjusted followmg review and
further datz becoming availlable Data excludes Wealth Wizards
f Paper data 1s based on aciual volumes from suppliers, where avallable, and estimattons based on mvoice data The 2019 baselines figures and subsequent years have
been updated to include envelopes and additional data becoming available The data excludes Wealth Wazards
. Waste and water data 1s based on actual volumes, where avatlable, estmations and mvoige data Data excludes Wealth Wizards and offices where provision is covered
by service charge.
8 The operauonal reportng pertod 1s | January 1o 31 December however the msestment property reporing period 18 1 October 10 30 Septenber, due to the uming of
data availability.

N

w

IS

~
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Non-financial information statement

In accordance with sections 414CA and 414CB of the Companies Act 2006, which outfine requirements
for non-financial reparting. the table below is intended to provide our stakeholders with the content they
need to understand our development. performance, position, and the impact of our activities regarding
Specmed nen-financial matters.

chcvant pul\cnes and disclosuras
Reporting reguirement reference on website’ Annual Report and Accounts page

Ervironmental matters Cur climate change commutments + Charman's stoterment onpages & 1o 9
+ Ckmate change on pages 30 to 35
Taskiorce an Climaterelated Finangial Disclosures on pages 36 o 40
+ Strergtrening responsible business on pages 30 to 31
» Slreamtned energy and Carbon reportng on page 40

EMp\oyecs Irclusion and diver sity - Rayal Londor « Cha|rman S stale"ﬂer‘.t on Dages 8 o9
- Strengtnening responsible business on pages 30 1o 31
+ Ergaging with, and cewverng vaiue for. cur stakeholders on pages 2110 79
+ Coroorate governance or page 74

Socia' matters Cur soc a\ impact commitments « Chairman's staterment on pages 8 to 9
» Our strategy and bus ness model on pages 121013
+ Our soctal impact themes on pages M to t/
. Ef‘gagmg with, and ce'wering vae for, cur stakeholders on pages 21t0 29

Humar‘ rlghis Mocdern S duery ry Act - Rr)val Lordon  + E- gagng wi h and dot Ivening vaue Ior our stakeholders o pages 2'to 29
Arm or bery and corruption . Hisk management :md ‘nterral control an cages 56 to Bb

Busiress mode: - . Our s'rategy v and bus ness model cn pageq 2 ro 3

Nor-financia key . Nor-fnancal KPis an page je 20

performance Indicators

KPls}

Pr ncwpai risks and . Pr nmpa\ rsks and uncertamies on pages 59 to 65

uncertainrties + longer-term viability statement on pages 66 to 67

+ Report of the Risk and Capital Commitiee on pages 80 1o 82

I Pohcwes, statements and codes are available at rovallondon com
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Business review

UK

Highlights

UK 2021 highlights
* Qperating profit: £227m (2020: £126m)
+ Present Value of New Business Promiums: £9,403m
(2020: £8,407m)
+ Governed Range assets reached £51bn (2020: £40bn)
* Acquisition of Wealth Wizards and purchase
of 30% stake in Responsible Group
UK Awards
+ 5 Star Pension Service Award (13th consecutive vear)
= 5 Star Protection Service Award
* Winner - Best Income Drawdown Provider
(Moneyfacts Award 2021)
Best Provider Decumulation Proposition -
Corporate Adviser
hnovation Award - Protection Review 2021 Awards
Underwriting and Claims Award - Protection Review
2021 Awards

“We will continue to
champion the need to
protect the standard of
living of this and future
generations through
building financial resilience
and investing responsibly.”

Jo Kite
Chief Customer Officer

£22/m

Operating profis

£51bn

Governed Range assets
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Market overview

Trading conditions were challenging i 2021, with turbulence
stemming from a volatile economy and changes i customer
behaviour. The success of the Covid-19 vaccination programme

in the UK gave rencwed confidence 1o businesses and consumers
as life started to return 1o normal. In response to this, we saw
employers returt to reviewing their existing pension provider

as they looked 10 drive more value from their scheme ang, as the
employment market recovered. an increasing number of employees
joned pension schemes. The Workplace Pensions market saw a
slower pace of recovery in the smaller/mid-sized market, where we
mamnly participate, impacted by the second lockdown in early 2021

The pandemic has, however, given Conswmers a new perspective
on their own mortality which has helped to drive an mcreased
interest in protection products as customers appreciate the need
for caver more than ever before. 2021 has also seen recovery in
the protection markets which were hardest hit in 2020, including
Income Protection, Business Protection and Mortgage Term lines.

It remams our view that the provision of impartial financial advice

is key 1o customers achieving the best outcemes Face to face
appointments between customers and advisers remain an important
part of the advice process and the connnuation of a remare working
environment aver much of 2021 hindered some of these interactions
The use of techmology te assist with the provision of impartial
advice has been a growing theme over the year and one which

we ¢xpect 1o continue in the furure

2021 saw a marked increase in global conversations about chmate
change Qur rescarch has shown customers and advisers are
increasingly looking for responsible investment and the role
Life and Penstons providers can play has never been clearer

Business performance

QOperating profit increased to £227m (2020 £126m) as new business
sales recovered following the reduction in 2020 and the successful
delivery of key initiatives,

New business sales increased 1o £9.403m (2020 £8 407m).
largely due to Workplace Pensions volumes where the market saw
some recovery towards pre-pandemic levels. The new busmess
performance also reflects continued investrnent in the business,
putting customers at the heart of our prapasition developments

‘We have delivered key milestones in our strategic change
programimes {ollowing the long-term investuments we have made
over the last few years. This included the launch of our annuity
proposiuon, delivering both in vear benefits as well as a new fulure
revenue stream. and a one-off benefit arising from the consolidation
of four closed funds into the Royal London Main Fund as part of the
ongoinyg [.egacy Simplification programme,

We also successfully completed the acquisition of Wealth Wizards
in April and purchased a 30% stake in the Responsible Group in July
Wealth Wizards is a leading fintech business with technology that
will help scale the provision of advice, with opportunitics to utilise
this digtal capability alongside Royal London proposiniens. The
Responsible Group operates n the growing later-life lending
market as a provider of finanoal advice with 2 modern and
digitalised process. Both investments will further screngthen

our propositon and participation in key markets.



Pensions

Pensions new business sales increased 10 £7,966m (2020: £7,190m)
primarily driven by Workplace Pensions, which grew by 30%

to £3,200m (2020: £2 457m). This increase reflects a general
recovery of the UK econommy post-Covid. in which we saw active
recruitment driving growth in new entrants to existing schemes.
We also experienced more employers reviewing their existing
pension provider driving growth in secondary market mandares
on top of higher levels of new company scheme set ups Whilst
transfer activity was comparable to 2020, regular contributions
from existing scheme members were up 37%. We made a number of
exciting Workplace propositional changes m 2021, making it easier
to consolidate pension with us, both digitally (as a new feature
through our pension app) and offline. Continuing to be easy to

do business with is a key focus for us. Digitalisation of a number

of key servicing processes 100k place resulting i growth in dignal
customer engagement in 2021.

Individual Pensions new business sales have increased 1o

£4,766m (2020 £4.733m), albeit trading levels remained below
pre-pandemic levels across the year Growth was curtailed by the
slower recovery in the smaller/mid-sized adviser market, where we
mainly participate, We continued to focus and build upon our key
strengths in our investment proposition and value for money, by
removing our charge for entering income drawdown. This is all
while cnsuring that we continue 1o deliver a quality customer
experience. We have focused on engagement with customers, 10
ensure they have the support necded to achieve good financtal
outcomes We also launched our financia! wellbeing hub, which
provides support on a range of topics.

We re-positioned asset allocations in the Governed Range in the
first half of 2021 following underperformance of UK equities in
2020, rebalancing asset allocations to re-weight equity exposurcs
from UK asscts towards overseas and emerging markets. Qur core
propositions 1 the Governed Range have all outperformed their
benchmarks in 2021, with assets of £51bn surpassing the £50bn
milestone for the first time. Cur belief in the value of diversification
has aided our returns over the last vear and this puts us in a strong
position as we enter a future with increased mnflationary risks.

Service standards have remained strong throughout the vear,
and we have won awards for 5 Pension service for the 13th year
in arow.

Qur pernston mebile app reached over 156,000 registrations {2020:
77,000), morc than doubling uscrs n the last 12 months with some
of the highest user scores of any pension app in the UK. We have
continued enhancing content and functionality in our app, including
the ability 10 add and view a nominated beneficiary (with over
12,000 completed applications), along with ability to fransfer
pensions to us (with over 4,000 requests made since the app
launched in 2020). This is in addition to over 75,000 downloads of
our new Wellbemng guides and arucles which are available through
the app. As a result, we have seen over 73% of externally registered
users logging in at least once in the last three months.
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Business review continued

Protection

Sales of our Protection products grew 5% to £1,251m (2020:
£1.192m), reflecting continued momentuwm in helping customers
put cover in place for themselves and their families. The pandemic
has focused customers’ appreciation for cover, and we continue to
support advisers in helping their clients convert intent into action,
We were delighted to be able to remove underwriting resttictions
that were necessary during the carlier phase of the Cownd-19
pandemic and completed a successful retender of our morrality
remsurance arrangements n the second half of the year.

We continued to provide advisers with support to help them
respand to this increased demand, and ran a campaign to help
educate consumers on the different types of protection and dispel
some myths surrounding them. In the first quarter we launched our
Value of Menu' tool, making it caster for advisers to demonstrate
the benefits of their advice in improving customer coverage using
our Metit propasitian. This helped increase motentum in Income
Protecnion business, a cover that most customers need but too
few put in place. We followed this up with well-attended adviser
webinars and an ‘Tncome Protection for tenants and their families’
campaign to highlight the risks that renters {not just mortgage
holders) face if they become too ill to work, and how the right
cover can help.

We introduced a new approach called ‘Underwrite Later”

tor Business Protection This enables cover to be putin place
immediately while the remainder of the underwriting process
completes, thereby removing one of the key barriers to completion.
The innovation also led to specific awards ~ an I Mark for innovation
from Protection Review and an Outstanding Business Protection
award at the Cover Excellence Awards 2021. There were several
other develepments designed 1o enhance how we support
customers. For example, we improved our memal health

questions (in line with Association of British Insurers (ARI) standards)
to be more empathetic to customer sitvations and delivered a new
underwriting approach and web journey for direct applications.
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We paid out £596m in claims for approximately 80,000 customers
and their families across all Protection business. Over and above
thase financial pay-outs, we provided access to counselling and
other services through our Helping Hand proposition and delivered
a campaign to help customers and families to be prepared for death
- emotionally, practucally and financally.

New business volumes have been proactively managed in the

year against a challenging low interest rate environment. We have
performed a review of which segments we will participate in going
forward 10 ensure we provide value for customers alongside writing
profitable business.

Annuites

‘We successfully launched cur new annuity proposition to provide
a Royal London annuity to long-standing customers invested

in the Royal [.ondon (CIS) Sub-Fund with pension policies that
have guaranteed annuity ratcs New business sales were £162m,
contributing £3m in new business contribuuon. Retaining these
customers as they move into retirement also retains the assocated
value allowing us to invest and further grow the business. We see
the annuity market as an area in which value can be generated
whilst providing the security of a stable income through a
customer’s retirement and we will be exploring further
opportunitics in this arca.

Value Enhancement

In line wath our aim of providing value for money through

efficient operational and capital management, we delivered a serics
of changes to modernise and simplify our processes for the benefit
of our long-standing customers.

We successfully completed a consultation process with the with-
profits policyholders in four of our with-proftes funds that are closed
to new business, to merge these funds into the Royal London Main
Fund, our largest with-profits fund. We implemented the changes for
the Refuge Assurarnce [ndustrial Branch Fund on 30 June 2021 and
the three remaming funds {(United Friendly Industrial Branch Fund,
United Friendly Ordinary Branch Fund and the Scottish Life Fund)
on 31 December 2021 The changes were implemented following
resounding approval from eligible policyhelders as well as High
Court approval. These changes sped up the distribution of surplus
to those with-profits policyholders through immediate uplifts to
policy values.



Through our Legacy Simplification programme, we are also
migrating legacy books of busmess from older mainframe systems
onto a single more modern IT system to reduce risk and improve
services to customers. Two system migrations were completed

in 2021, moving over 171.000 policies. This work builds on the
migrarions completed in 2020 and brings the 1otal number of
migrated policies to 3.2 million. We expect to migrate more than
one miillion additional policies in 2022 and 2023 to simplify our
IT estate turther.

Looking ahead

We will continue to work in partnership wirth financial advisers

to deliver better outcomes for customers and help to improve the
effictency of adviser businesses through ¢ontinued investment in
high quality technelogy enabled solutions. Qur belief in the value of
impartial financial advice remamns core to our outlook, and we will
centinue to champion the need to protect the standard of living of
ths and future generartions through building financial resitience and
investing responsibly.

Further growth is anticipated in our pensions sales as the economic
recovery continues and customer and employer confidence build
and we will continue to be there for our increasing number of
customers looking for protection products

3.2 million

long-standing policies now migrated onto new technology

£596m

paid in Protection busimess claims in 2021
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Business review continued

Asset Management

46

Highlights

Asset Management 2021 highlights

+ Operating profit: £71m (2020: £71m)

* Asscts uncler Management: £164bn (2020: £148bm)
Gross external inflows: £17,910m (2020: £18,318m}
Net external inflows: £4,372m (2020: £1.665m)
Three-year fund ourperformance vs benchmark: 99%
{2020: 95%)

Asset Management Awards

+ Investment weam of the vear - RLAM Sustainable
tnvestment team (Insurance Asset Risk Awards)

» ESG invesument strategy of the yoar
{(Insurance Asset Management Awards)

+ UK Fixed lncore manager of the ye:
(Professional Pensions)

« Invesmment's category 5 Star winner (FASA 2021)

“The market for sustainable
funds is growing rapidly.

We are a clear leader in this
area and have a track record
measured over decades

rather than months.”

Hans Georgeson
Chief Executive - RLAM

Three-year fund outperformance v benclhimark

£4,372m

Net external inflows
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Market overview

Investment markets had another volatile year, with the Covid-19
pandemic and actions 1aken by governments playing a major

role. While individual countries have attempted to manage markets
with different approaches, most have used the same basic formula
- cutung interest rates o very low levels, using some form of
quantrative easing and supporting their economies with various
economic support packages such as the UK's furlough scheme

After the shock of 2020, this support has prompted an economic
recovery in 2021, albeit with the rebound generally smaller than
the scale of the negative impact seen in 2020. Equity markets made
gains over the year, while bond markets have seen negative returns,
The latter was pnmarily duce to fears over inflation - which usually
pushes bond yields higher and hence bond prices down.

Key trends in the investment management marketplace have
been the move away from UK-focused products, for which we
are traditonally well known, to global products and the growing
importance of responsible mvestment.

Cver the last four years we have been focused on developing our
global investment capability. An example of this is in Global Fquites.
We recruited a new team in 2016, launching new funds in 2017.

The strength of performance since launch, coupled with an
extensive sales and marketing offort, means that we are seeing
inflows with momentum growing in both instwtenal and wholesale
channels, as well as through our Australian distribution partner.

Business performance

We delivered good financial performance despite a difficult market
backdrop with operating profit of £71m, in line with the prior year
(£71m). Increased revenue, which was driven by strong net inflows
and market growth, was offset by cost increases as we continued to
invest in the business 1o strengthen our operating model and ensure
we are well positioned for future growth.

Delivering investment performance above the relevant benchmark
for our clients is key to our success. The percentage ol our chents’
assets under management curperforming its stated comparative
over a three-year period was 99% {2020 95%). This mcrease
reflects consistent outperformance by our vestment teams
across our fund range.

Alongside continued strong investment performance, we also saw
flows inte & wide range of strategies, reflecting both censistency
of performance and the client focus that we have put into the
development of our product range in recent years. This, alongside
market gains over 2021, led to record assets under management of
£164bn (2020: £1486n).

The success of the business i recent years has been evident, but in

a very competuve market we conunue to look for ways to improve
our capabilitics to service our clients. We have invested in our teams
and are currently reviewing our technology operating model.

Flows and funds

External net inflows mereased to £4,372m in 2021 (2020: £1.665m)
dnven by a lower level of insuwuonal outflow compared with
2020 and continued high demand for sustainable funds Qur
sustainable range has enjoyed huge success over the past two
years - reflecting very good performance and growing interest

in this type of mvesting.




Despite the rend away from UK focused investment styles, we
believe that we are competitive in this area, with a notable highlight
winning a sterling credit mandate for over £2bn from Brunel
Pension Parmership - onc of eight peoled Local Government
Pension Scheme funds

We are looking to take our services to a wider audience and have

started the process to expand into Europe in 2022, We completed
an extensive search process to find a distribution partner based in

Luxembuurg that will help case the regulatory burden from taking
our services further inte the EU

As our product range grows and we look 1o offer that range in morc
places, we need to make 1t ¢aster for existing and prospective clients
to gain insights into our strategies Following the re-launch of our
website 1n late 2020, we have posted more articles and blog posts
than ever before, backed by multiple online webinars, culminating in
our annual investment conference. Our online format allowed us 10
host over 20 sessions featuring live Q&As, with clients able to view
on demand as well, meaning that we had over 800 attendees across
the frve days.

Responsible investment

Responsible investment is no longer just abeut having specialist
ranges of focused funds, although there is still a market for that
Asset managers are expected to have ESG factors embedded
across all processes.

The market for sustainable funds is growing rapidly - and many
competitors have looked to launch similar products. We are a clear

leader in this area and have a track record measured over decades
rather than months We added further to our range i 2021, with
the launch of a Global Sustamnable Credit fund, complementing the
Global Sustainable Equity fund launched in 2020.

We also took our tracker fund range and integrated carbon “dlts’
aimed at building cost-effective, broad market portfolios, which
are also a key building block in the Governed Portfolio range
that supports Roval London's pension proposition. Qur level of
engagement on responstble investment has increased throughout
with the compames in whom we invest, with external bodies and
regulators, with the adviser community and with customers.

Looking ahead

Building on the platform we have put in place by appointing a
third-party management company for our Irish fund range and
distribuzion partner in Luxembourg, we are seeking 1o expand
our reach into Furope.

We are also investing i our Property team, strengthening our
mvesiment capability. broadening the range of assct classes we
invest into and taking our product range to third party investors.

Cur growth plans include investment in infrastructurc and systems
and we have started the process 1o undertake a strategic review of
our operating platform and data requirements. Thig will enable us o
simplify our operating model, develop more complex investrnent
propositions for clients and build scale for the future
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Business review continued

Ireland

48

Highlights

Ireland 2021 highlights

+ Operating profit: £16m (2020: £12in)

* Prosent Value of New Business Premiums: £185m
(2020 E137m)
Number one position in the Irsh intermediated (broker)
protection market achieved, with 28 4% market share!
Achieved Bronze accreditation fram nvestors in
Diversity

Ireland Awards
Service Fxcellence awared (2021 Brekers Freland
Excellence Awards) ~ 4th consecunve win
Protection Provider Excellence (2021 Brokers Ireland
Excellence Awards)
Excellence in Broker Support (2021 Brokers freland
Excellence Awards)
Best Mortgage Protection (2021 National
Consumer Awards)

“Our exceptional growth
and multiple award wins
demonstrate our relentless
focus on service excellence

is paying off. Our investment
to expand our product
range further will provide
even broader solutions

for customers.”

Noel Freeley
Chief Executive - Royal London Insurance DAC

28.4%

Irish imtermediated {broker) protection market share

£185m

Present Value of New Business Premiums
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Market overview

Within an environment of Covid-19 restrictions, Ireland's
ccenomy performed relatively well. The broker protection
markert mn Ireland regained most of the reduction seen in 2020,
with financial brokers having adjusted to the more remote ways
of working well. There was also benefit from the easing of some
Covid-19 related underwriting restrictions during the year, which
allowed greater case sizes and more older age customers to be
placed with insurers.

It remains our view that impartial financial advice is key to
customers achieving the best outcomes. We are firm believers

in the value of advice and that it is brokers who help customers
optirmusc their fnancial resilience. We believe the broker market in
Ireland is robust and we are confident of its potental into the future
to deltver good outcomes to custormners. Brokers continue to be the
largest distribution channel in the Irish market.

Business performance

Our Irish business had a very successful year, recording our highest
ever new business sales and achieving market leader status in the
Irish broker protection marker. New business sales increased to
£185m {2020: £137m) on a PVNBP basis, reflecting a significant
outperformance against the market.

Qur growih was driven by strong demand across all our products,
in particular for mortgage protection and term assurance. We
undertook a successful reinsurance tender at mid-year, which
further boosted our margins and demonstrated reinsurance
confidence in the quality of our underwriting.

‘We also made significant traction in the income protection market
during 202! We believe income protection is paramount in good
financial planming and, alongside reviewing and planning further
product enhancemenrts, we implemented a successlul price
discount which generated significant busmess volumes whilst
cnsurmg margms remamcd within targeted range.

The strong new business performance has led to an increase

in operatng profit 1o £16m (2020: £12m} This was against the
backdrop of an increascd level of strategic invesunents, made wo
develop the business mn Ireland further.

Protection

Throughout 2021, we have continued to unprove processes
incrementally whilst recruiting talented colleagues to ensure we
retained our strong service praovision at higher levels of market
share. Our culture of empowering our people and a customer-first
approach means we deliver a ‘one and done’ service which bolsters
our srrong relationship with Financial Brokers.

We were delighted 1o win three awards in the prestigious Brokers
Ireland Excellence Awards for 2021 This 15 testament to our

team in Ireland and the proactive and positive culture created that
has service and customer outcomes at its heart. These awards
followed our third consecutive award for our Morigage Protectuon
product m the National Consumer Awards. It also recognises the
continued work to innovate and improve our product proposition.
This included improvements 1o our Specified Serious lllness
offering, expanding the illnesses we cover.

I Roya! London analysts of market data report dated Q3 2021




We continued to focus on raising consumer awareness of financial
resilience 1ssues, including stay-arhome parents and first-time home
buyers, through regular PR activity and while promoting the value
of advice. Leveraging the Royal London sponsorship activity and
launching the Changemakers programme in [reland also helped

to prornote our brand and Purpose. All of this activity provided
financial brokers with consistent support to help them in their
protecuon conversations, aimed at ensuring customers have

robust plans in place to opumsce their financial future. We also
made incremental improvements to our digital provision for
brokers, including a new muld-application feature and improved
business management funcrionality. We supported this activity with
regular virtual meetings with brokers and our consultancs, and with
technical and sales focused webinars, the last one [or 2021 being
on 'the value of advice’ On average, more than a thousand brokers
regustered to attend cach event, with 93% of attendees giving a very
good or excellent ratng and 100% confirming future artendance.

Pensions

In 2022, we will be broadening our solutions for customers and
providing additional valuable choice and competitive options in the
Individual Pensions market. We plan on replicaung our successful
formula of market leading service, compelling products and very
strong broker support, which Royal London is now known for in
protection, as we enter a new area of the Irish broker market.

‘We have developed a compelling offering, built with direct input
from financial brokers and strengthened with the recruitment

of specialised capabilities. The resulr 18 a holistic and customer
centric offering, designed to be transparent, easy to understand
and competitively priced. We will implement a phased delivery to
market in 2022.

Qur success in 2021 provides an excellent foundation to launch this
new proposition and we are confident of a positive reception and
continued growth of our business in Ireland.

Looking ahead

It is clear from the strong track record of growth that our current
strategy is delivering. We will continue to improve and adapt

our protection products and services, keeping positive customer
outcomes art the forefront of all our decisions.

We' arc committed to the continued distribution of our valued
products through financial brokers in Ireland. We believe in the
value of advice to help customers build their financial resilience
and 1o prepare for future life events. The pandemic has shone
further light on the need 10 be prepared for unexpected events
and we should see contined robust demand for protection
products. The Irish economy has recovered very well with high
levels of employment and buoyant demand for housing which in turn
supports the need for mortgage and income protection. Household
deposits have moved to record levels during the pandemic and so,
as Covid-19 restrictions ease, we should sce some of this translate
into demand for insurance and investment products.
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“Operating profit returned
to higher levels following
the impacts of Covid-19 in
2020 and reflects increased
contributions from all

of our businesses.”

Daniel Cazeaux
Groapy Clie! Fianel Officer
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Group operating profit before tax of £133m (2020: £41m) for the
year ended 31 December 2021 is returning to higher levels following
the impacts of Covid-19 in 2020. Statutory profit before tax for the
year increased 1o £192m (2020: £131m). Despite the pandemic, we
have continued to invest in our business for the benefit of our
customers as our position as a murual allows us (e take a longer-term
view of the investments we make.

Qur Pretection new business contribution grew strongly in both
the UX and Ireland, whilst Pensions reduced slightly on 2020,

as a recovery in Workplace Pensions was more than offset by

a reduction in Individual Pensions which is recovering more
slowty after the pandemic. The growth in contribution [rom
AUM and other businesses has been driven by higher assets under
management of £164bn at 31 December 2021 (31 December 2020:
E148bn), driven by market movements and a continuced strong
demand for sustainable funds.

The Group's resuit in 2021 has benefited from two significant
items totalling £58m Followmng the successtul launch of our
annuity proposition, we have mvested in higher yielding long-term
assets allowing us 1o recognise a gain of £32m from the change

10 the rate used to discount the liabilities There has also been a
£26m conmbution from the closed funds to the Royal London
Main Fund (Main Fund), representing compensation for providing
capital support for transferred business following the successful
consolidation of four with-profits funds into the Main Fund.

ProfitShare allocation rates were maintained, with total ProfitShare
for 2021 increasing to £169m (2020, £146m) mn line with the growth
iti the aggregate value ol cligible palicies.

Cur capital position remains robust, with our Key capital metrics
improving. This has allowed us to continue our investments in our
UK Pensions business, and develop new propositions and systems

in our Irish and asset management businesses. At 31 December 2021,
the Solvency [l Investor View capnal cover ratio was 216%

(31 December 2020 190%) and the Solvency 1 Regulatory View
capital cover ratio was 173% (31 December 2020 147%). Both capital
ratios have ncreased following the recovery in economic conditions
i 2021, in pardcular due to strong equity and property returns as
well as rises in yields, supplemented by additional equity hedges
taken out during the year.




Financial performance

Key components of Group operating profit before tax

201 2020 Change
£m £m £m
Long-term bus ness
New business contribution 164 149 5
Exstng bustness cantrbution - 128 99 76
Contribution fram AUM ard ather
businesses 124 a5 29
Busiress developrment and other costs (37} 42 5
Strategic development costs {62} 192} 30
Result from operating segments 34 209 0o
Corporate costs {106} (93 {13)
Financing costs ) e -
Group operating profit before tax 133 4 92

New business contribution

New business contribution increased to £164m {2020: £149m),
driven by sales of intermediated protection products in the UK and
Ireland which have seen strong demand from a heightened customer
awareness of the value of protecticn through the pandemic as well
as proposition enhancements we have made in 2021

Neow business sales across all product lines increased, with the
Present Value of New Business Premiums, increasing 12% to
£9,588m (2020: £8.544m). Whilst new business sales have
increased, margins across our business are flat at 1 7% {2020: 1 7%)
as we have incurred higher ongoing costs to maintain our service
leveis throughout the pandemic.

New business

centribution PYNBP New business margin
2021 2020 2021 2020 2021 2020
£m £m Em £m % %
ndaicual
Persions 78 85 4,066 4733 16 18
Workplace
Pensions 30 27 3200 24457 0.9 1
Protection 39 27 1,251 1182 31 23
Other - 2) 186 25 {01} (8.8}
UK 147 137 9403 8407 16 186
Ireland
(Protection} W @ 185 1/ 92 88
164 149 9588 38544 1.7 17
UK

Individual Pensions new bustness sales increased to £4,766m (202C:
£4 733m). Whilst sales are below pre-pandemic levels, we have seen
a steady recovery during the year as our customers have had more
confidence in saving for their retirement New business margin
reduced slightly from 1.8% to 1.6% as costs have increased due to
mflation and higher ongoing costs to meet requlatory requirements.

Warkplace Pensions new business sales grew by 30% to £3,200m
(2020: £2,457m) as higher levels of recruitment activity increased
new entrants into existing schemes, more companies changed
scheme provider and there were increased levels of new company
scheme set ups. Despite the increase in new business sales, new
business margin fell from 11% to 0.9%, reflecting a change in business
mix, with a higher propoertion uf lower margin new schemes wrtten
in the year

Sales of our Protection products grew 5% to £1,251m (2020:
£1192m) due 10 the continued emphasis customers are placing on
ensuring they have an appropriate level of cover in place as well as
cnhancements to our propositions. New business margimn increased
from 2.3% to 3.1% following the increzse in sales volumes.

Other business includes our annuity product that was launched n
early 2021 as well as other saving products.

Ireland

New business sales in Ireland increased to E185m (2020: £137m)
driven by contnued strong demand across all products,

in particular term assurance and mortgage protection.

New business margin has increased from 8.8% 1o 9 2% duc 1o
improved reinsurance rates on our term assurance products,
alongside changes in product mix.

Existing business contribution

Existing busmess contribution increased to £125m (2020: £99m), the
components of which are shown in the table below.

2021 2020 Change
£m € £r
Lxpectod roturn nz nr -
Experience varnances
and assumption changes {56} 4 160}
Mocellirg arc other charges o 86
Total 125 99 26

Experience variances and assumption changes were a charge of
£(56)m (2020: £4m credit).

The positive persistency experience of 2020 has not been

repeated as a higher number of pension policies have transferred
out or converted to paid up status as the economy re-opened up
following Covid-19 restrictions. The reduction in positive persistency
has been partially offset by higher than expected regular premiums
into Workplace Pensions. Given rising levels of inflation and the
potential impact that this may have on our customers’ ability to

save for their reurement, we have retained the specific allowance
first recognised in 202C of £30m for potential adverse impacts on
our Pensions business caused by the impact of Covid-19.

We have recognised a charge of £76m to reflect higher ongoeing
costs of running our Pensions business, driven by higher inflation in
third party [T contract costs, the cost of maintaining service levels
during Cowvid-19 and increased regulatory costs.

As part ol our ongeing acuvites te ensure our actuarial models
remain as reliable as possible and take account of the most recent
expericnce data, we continue (o make minor modelling changes. In
2021, the benefit of these changes was £6m {2020: charge of £22m).
2021 also beneficed from two significant other items:

= In February we introduced a new product which allows us
to offer existing penstons customers with policies in the Royal
London (CIS) Fund who benefit from a Guaranteed Annuity
Rate an option 1o take their annuity with Royal London. A
ring-fenced portfolio of assets has been established to back thus
annuity business as well as our annuities in payment. As a result
of creating this portfolio, the discount rate used to value these
annuitant liabihties has been increased to reflect the illiquidity
premium relating 1o the backing assets, resulnng in a £E32m beneftt.
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Financial review continued

Following the consolidation into the Main Fund of four with-
profits funds that are closed to new business, the closed funds
paid a contribution of £26m to compensate the Main Fund for
providing capital support for the transferred business.

Contribution from AUM and other businesses

Centribution from AUM and other businesses increased to £124m
(2020: £95m), dnven by increased revenue from higher assets
under management, following posttive market movements and
continued net inflows into our sustainable fund range.

The comparative period included a trading loss of £7m in relation to
the Ascentric business which was disposed of in September 2020

Business development and other costs

Business development and other costs of £37m (2020 £42m)
inclide costs of investment in our products and proposttions, as well
as implementing productrelated regulatory change. The reduction
in spend in 2021 reflects the completion of a number of projects and
regulatory driven activities.

Strategic development costs

Strategic development costs of £62m (2020 £92m) represent the
investment we have conunued to make throughout the pandemic

in our pensions business. This investment has helped o drive

digital transformation and improve customer experience as well as
enhancements (o our legacy systems. It also includes costs relaung
to the consolidation of four with-profits funds into the Main Fund,
the launch of our annuity offering, which became available to
customers in carly 2021, and spend on developing and launching our
new Pensions proposition to the Irish intermediated market in 2022,

Corporate and Financing costs

Corporate costs ol EI06m (202C: £93m) have increased reflecting
higher restructuring costs as we have recrganised parts of our
business and continuing investment to strengthen our information
technology security and resilience. Financing costs of £75m (2020:
E75m) arc unchanged as they represent the interest payable on the
Group’s subordinated debt, which has not changed during the year.

Reconciliation of cperating profit before tax
to statutory profit before tax

Statutory profit before tax increased to £192m (2020: £131m),
driven by the increase m operating profit before tax. ProfitShare
allocated to cligible customers has grown n line with the growth in
the aggregate value of policies. 2020 also mctuded a one-off profit
on the sale of the Ascentric business.

2021 2020 Crange
£m £m £m

Group operating profit before tax 133 41 32
Fconomic movernents 225 iC B
Arrorisation of goodwill arsng
fro~ mergers and acquist s 3 w? 9
Profit or sale of subsiciaries - 4 i,
PofiShare (169} 1486) el
Statutary profit before tax - 192 '3 &
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Economic movements

Economic moverments were £225m {2020 £210m), reflecting
higher than expecied investment returns particularly on UK,
overseas and private equity and property assets as well as
increases in yields reducing the cost of providing quarantces.

Amortisation of goodwill arising from mergers
and acquisitions

Amortsation of goodwill arising from mergets and acquisitions of
E3m (2020: £12m) includes the amortisation charge of positive
goodwill of £3m (2020 nil) following the acquisition of Police
Mutual in 2020 and the fully amorused goodwill charge relating to
the acquisitron of Wealth Wizards in April of £2m. This 1s offset by
an amorusation credit of negative goodwill of £8m (2020: £12m)
relating (o historic acquisitions,

ProfitShare

ProfitShare zllocation rates were maintained, with total ProfitShare
increasing to £169m (2020: £146m) i line with the growth in the
aggregate value of eligible policies. The erthancements to qualifymng
policies from ProfitShare were 1.2% for with-profits policies and
0.15% for unit hnked policies (2020 [ 2% and 0.15% respecuvely).
Maintaining the level of allocarions demonstrates Royal London's
resilience in difficult times and our commitment to delivering value
to cligible customers,

Balance Sheet

Qur balance sheet position remains robust. Our total investment
portfolio, including investment property, increased to L1118 Ibn
{31 December 2020 £107 9bn), primarily driven by positzve
returns on equity securities held by our OEIC investment funds.
At 31 December 2021, £452m of assets are ring-fenced and are
backing annuitant liabtlities of £427m. The ring-fenced portfolio
of assets includes a mix of corporate bonds and commercial real
estate loans.

Our financial investment portfolio remains well diversified across
a number of financial instrument classes, with the majority invested
in equity securities and fixed income assets.

A signiftcant portion of our investment portfolo s in high-quality
assets with a credit rating of "A’ or above. In our non-linked
portfolio, 85% (31 December 2020: 91%) of our nor-linked debt
securities and 71% (31 December 2020 81%) of our nonrlinked corporate
bonds had a credit rating of A or better at 31 December 2021. There
have been no significant defaults in our corporate bond portfolio.

As at 24 February 2022, we held approximately £90m m securiues
issued by Russian or Ukrainian companies, of which approximarely
74% 1s held in unit-linked portfoltos. This represents less than O 1% of
our investment portfolia.




Assets under management

Assets under management increased to a record high of £164bn
(3! December 2020: £148bn), driven predominantly by posttive
market movements and net inflows.

Net inflows

Gross wnflov_vs
2021 2070 2021 2020
£m £m £m £m
Fxternal flows 17,910 18,318 4,372 1665
Internalflows 8,522 8083 95 2205
Total 26432 26407 5,287 3.870

External net inflows increased to £4,372m (2020 £1.665m) driven
by alower level of institutional outflow compared with 2020 and
continued high demand into our sustainable funds.

nternal net inflows decreased to £915m in 2021 (2020: £2,205m}
due to relatively higher outflows in our Individual Pensions business.

Investment returns

Global stock markets performed strongly during 2021 as vaccine
distribution picked up pace, economies gradually reopened and
government stmulus buoyed sentiment. Equiny markets rallied by
more than 15% over the year, albeit with marked periods of volaolity
largely as Covid-19 variants emerged Bond markets were more
subdued as concerns about inflationary pressure and interest rate
rises increased as the year progressed.

The Royal London Main Fund outperformed against the
benchmark over 2021 and 99% of active funds outperformed their
three-year benchmark (2020: 95%) At an assct class level equities
and property delivered strong investment returns. Cur multi-asset
funds were positioned for rising equity markets and a fall in bond
markets, which further benefitted performance over the year

Our core propositions in the Governed Range have all outperformed
their benchmarks this year, with assets at a record high of £51bn.

Pension schemes

The Group operates three defined benefit pension schemes. The
net surplus of the three schemes at 31 December 2021 was £357m
(31 December 2020: net surplus of £84m). The largest scheme, the
Royal Lendon Group Pension Scheme (RL.GPS). which closed to
furure accrual of benefits on 31 March 2016, had a surplus of £216m
as at 31 December 2021 (3} December 2020: deficit of £44m). The
movement in the et surplus was due 10 positive investment re(urns
and an increase in the discount rate reflecting higher yelds which
reduced the value of scheme Liabilities.

The two remaining schemes operate for former Roval Liver
employees. The combined Royal Liver schemes’ surplus as at
31 December 2021 was £141m (31 December 2020: £128m).

Corporate Transactions

On I April 2021 the Group acquired Wealth Wizards Limited and
its subsidiaries for nominal consideration. Net habihties acquired were
£2m and the goodwill arising of £2m was fully amortised in the period.

On 1 july 2021 the Group purchased 30% stakes in Responsible Life
[ imited and Responstble [ ending Limited. The consideration paid
(including transactioh costs) was £20m and the investment is
accounted for as an associate.

Investment portfolio:
31 December 2021 (£bn)

B Investment property 85
B Unit trusts and other assets  15.9
B Derivatives 44
B Equities 407
M Debt securtties 486

Non-linked debt security portfolio:

31 December 2021 {€bn)
B AAA 16
H AA a8
m A 26
m BBB 18
B BB and below {incl. NR} 05

Non-linked corporate bonds:
31 December 2021 (Ebn)

H AAA 08
W AA 29
H A 18
B BBB 18
B BB and below (incl. NR) 04

Royal London Main Fund with-profits
performance (%)

2021
2020

2019

9.0
oo T

B Benchmark @ Actual
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Financial review conlinued

Strength of our capital base

The strength of cur capital base is essental to our business, both

to ensure we have the capital to fund further growth and to give
peace of mind to cur customers that we can meet our comitments
to them.

Managing our capital base effectively is a key priority for us. In
common with others in the incustry, we present two views of our
capital position: an [nvestor View for analysts and investors m our
subordinated debt, and a Requlatory View where the closed funds’
surplus is excluded as a restniction to Own Funds.

At 31 December 2021, the estimated Solvency 1T Group Investor
View capital caver ratio was 216% (31 December 2020 190%])
and the Solvency [I Group Regulatory View capital cover ratio
was 173% (31 December 2020: 147%). Estitnated solvency surplus
on both the Group Investor and Regulatory View was L2 R17m
{31 December 2020- £2,258m).

The Investor View and Regulatory View capital rauos have
increased, primarily due to favourable economic movements in 2021
driven by positive equity and property returns as well as rises in
yields. supplemented by management actions inctuding additional
equuy hedges being taken out during the year, de-risking of certain
credit assets and the effect of fund consolidations.

We conunue to monitor our capital pesition given current matket
volatthty as a result of the war i Ukraine. Scenario testing
performed as part of our regular capital management activiaes
{including the ORSA) demonstrates that our capital position remains
robust under a nurmnber of plausible but extreme market scenarios.

Capital position and key Solvency Il metrics {estimated
and unaudited)

Investor Closed Reguatory

View funds View
Group basis Errr £m Frv
Tier 1 3706 4350 8,056
Tigr 2 1,534 - 1534
fed . _ W - _ow
Total own funds 5254 4350 9,604
Closec furds restrictior - {2,897 {2,897
Beferrec tax asset restrcton M - W
Adusted own funds 5243 1453 6696
seR 246 143 3819
Solvency surplus - 31 December 2021 2,817 - 8T
Solvency surplus - 31 Decerrber 2020 2258 - 2,258
Capitaf cover ratio - 31 December 2021 216%  285% 173%
Capial cover rata - 31 Decerher 2020 190% 208% 147%

The following diagram sets out an analysis of the movement in the
Investor View solvency surplus and capital cover ratio between
3] December 2020 and 31 December 2021,

Movement in Group Investor View solvency surplus (Em)

Capital

cover ratio

190%

Capital
cover ratio
2%6%

377 {169]

we N —

259 iz
2258 109 1185} _

Solvency New Ewisting business Strategic Corporate Economic Management ProfitShare Sclvency
surplus business contribution, development and movements actions surplus
{YE20) contribution from  costs and other Financing (YE21}

AlLIM & ather items costs

businesses
and business
development &
other costs
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Sensitivity analysis of Group Solvency |l
capital position

Our capital position {s sensitive to changes in economic and non-
economic assumptons. The ‘Solvency II Investor View sensitivities’
table sets out various sensitivity analysis of the esumated capital
cover ratio and solvency surplus based on possible different
scenarios. The results of the sensitivity analysis show that the Group
capital posttion is nor materially impacted even in the event of
significant external market volatility.

The 2021 Single Group Solvency and Financial Condition Report
(SFCR) will be published on our website in April 2022 and will meet
disclosure requrements for both the Group and Company.

Salvency llnvestor View sensitivities

Irmpact on

Captal sahvency

cover ratic surplus

Scenario %) {£bn}
Base scenario: 31 December 2021 2i6 28
25% decrease in equity Investments {8} 03
15% decrease i propety prices {4) G
1006ps rse nnterest rates? ! {09
100bps falf in interest rates? i6) 00
25bps ncrease N government bond yelds? i7) 0c
200bps widerning in credit soreads? 0 02
15% fall in GBP exchange rates” 1 01

Sensimvittes mclude Movements n the Transitional Measure on Technical
Provisions (TMTP), which was formaily recalculated at YE21 The economic
sensinvines presented reflect 1in-20-year events, For equity and intercst rate
sensivities, these stresses are consistent with the PRA's $87/17 Solvency I
Dara collection of market risk sensiviues, which 1s available at bankofengland
co vk/pra/Documents/pubhcations/ss/ 201 7/55717.pdf
2 Interest rate sensitivities assume that government and othet bond yields
and nisk-free rates all move by the same amount. Interest rates are allowed
to be negauve
. The government bond yield sensttivity assumes risk-free rates and other
yields remain constant. The Volatulity Adjustment has been reassessed in the
stressed scenario
. The widening m credit spreads stress assumes 2 widerung m all raungs and
an associated increase in the discount rate for the Royal London Group
Pension Scheme and Liver pension schemes at 25% of the asset spread
stress The Volaulity Adjustnent has been reassessed in the stressed scenaro
The tall in GBP exchange rates stress assumes an ncrease 10 the value of assets
held m currencies other than GRP by 15% m GBP terms.

(s8]

s

Rating agencies

Assessing the financial strength and stability of financial services
comparies 18 2 complex undertaking, and rating agencies are one
way of providing an independent asscssment of Royal London and
its financial posttion. Twao leading agencies, Standard & Poor’s (S&DP)
and Moody's. regularly issue ratings on us.

We carry an A’ rating from S&P Global Rarings with a stable
outiook and 'A2' rating with Moody's alse with a stable outlook.

Tax paid by Royal London {Em)

B UK and Irish transaction taxes 20
B UK and Irish corporation tax 37
B UK and Irish employment taxes 107
£513m W UK and Irish VAT 70
B UK and Irish tax deducted 2n
at source
® Other UK and Irish taxes 3
Overseas withhalding taxes 5

Tax

We are a major taxpayer and recognise that taxation is an essential
way businesses and citizens contribute to society.

How Royal London is taxed

W are subject 1o various taxes, including corporate taxes,
employment taxes on salaries and indirect taxes such as

VAT. The corporaton tax that the Group pays is a proxy for
policyholder tax liabilities, paid on behalf of certain life assurance
policyholders. For these life policics, tax is charged on taxable
mcome, less expenses, and is largely driven by market movements.
This tax ts paid dircetly to TIMRC by the Group as corporation tax
on behalf of policyholders.

For pension policies, returns to the policyholder accumulate

without incurring a similar corporation tax charge This is part of
the UK Government's strategy of incentivising saving for retirement.
Tax is paid dircctly by the pension policyholder when they receive
their pension

In 2021, the total tax contribution of the Group was £513m
(2020: £585m).

The Group’s total tax contribution is made up of the taxes borne
and collected in the period. Taxes borne are the taxes incurred by
the Group, in the period, that impact on our results. Taxes collected
are those administered by the Group and collected from others for
onward payment to HMRC and other tax authorides. In 2021, taxes
of £136m (2020: £241m) were borme by the Group and the Group
collected £377m (2020: £344m) of taxes on behalf of the tax
authorites.

Daniel Cazeaux
Greup Chief Financial Officer

3 March 2022
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Risk overview

Risk overview

Effective risk management is fundamental
to our Purpose, delivering our strategy,
serving our customers and growing our
business safely.

The Board is responsible for the Group's risk
management and internal cantrol system, and
for reviewing its effectiveness. The system is
designed to manage and mitigate risks to
achieving our business abjectives. Gur risk
appetite defines the level of risk we are willing
to take, aligns to our Group Purpose and
strategy, and is approved by the Board.

Employees at all levels have risk management
responsibilities. These are defined by the three
lines of defence’ model on page 57.

We use our risk management
system alongside our capital
management framework
to manage the significant
risks we are exposed to,
so that our business remains
sustainable and continues
to serve our customers.
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Qur approach

‘We aim to balance risk and reward to achieve our business
objectives safely. The Board approves our risk appetite, which
defines the level of risk we are willing to 1ake.

We use a continucus process to identify, measure and manage the
risks faced by the Group.

Robust governance, with the Board and its Committees overseeing
the work of all three lines of defence, is critical tc our approach.
Our structure is designed to support us in managing risk in changing
cconomic, political and market environments. We have a formal
governance structure of committees to oversee risk reporting 1o

the Board. Accountabilities arc defined and managed in line with

the Senior Managers & Certification Regime (SM&CR) requirements.

Managing risks

Fffective nsk management 1s central to Royal London's strategy
Risk management actvities arc organised and defined by the risk
management system, which is designed and owned by the second
tine of defence. The risk management system includes risk appetite
- wiuch scts the level of risk thar Royal London wants to ake in
order to pursuc its objectives safely — as well as risk policies and
risk culture Central 1o the framework are internal control activities,
which arc operated across the first and second lines of defence, and
assured by the third line of defence. The risk management system is
designed to:

facilitate the effective and efficient operation of the Group.

This enables us to respond appropriately to significant risks and
uncertainues that could affect our customers and the delivery of
our gbjectives;

reduce the nsk of material loss to the Group;

promote the preparation of reliable published financial statements
and selected financial dara;

lacilitate compliance with appheable laws, regulatons and mternal
policies; and

promete an envirenment where there is openness and
ransparency in how we make decisions and manage risks. This
includes ahgning significant business decisions with our strategy.

There is a strong 'tone from the 10p’ on the importance of effective
nisk management in day-to-day acuvities and decision-making

Effective rnsk management aims to address the significant risks
we are exposed te, so that our business remains sustainable and
CONUNUCS €0 SCIVC OUr CUSTOIMETS.

The early identification of risks - including those emerging frorm
developments in the external environment, such as technelogy,
regulatory or political changes - s a key part of the nisk
managermnent svstem This includes an assessment of likelihood

and potential impact to enable us to fully understand the scale of
a4 threat. The Risk and Capital Caomuittee receives regular risk
reporting. This reporung also goes to the Group Exccutive Risk
Commuttee and includes details of mitigating actions put in place 0
reduce the material risks to which our UK, Asset Management and
Ircland businesses are exposed

Risk culwire is central to our framework and seeks 10 ensure that
all colleagues are fully aware of their duties and responsibilities.,
including escalation of significant matters W senior management.
Our framework drives consistent risk management activities
across the business and management of risks within the agreed
risk appetite.



We measure culture through regular employee surveys The
responses are measured and benchmarked against the Group
targets These surveys measure the extent to which our culture
encourages mdividuals to speak out about any concerns, and
whether we learn from past mistakes

[n 2021, we adapted our risk management system to align to
changes to our Group operating model We also continued our
programme of strengthening control standards. This included
aligning controls to policy standards, delivering our education
pragramme to build business capahilities, and increasing second
tine control testing.

The managcment of each business unit and Group function is
accountable for identifying, measuring, reporting, managing and
mitigating all risks relevant to its area of business. This includes
the design and operation of suttable internal controls and the
allocation of risk and control responstbilities.

Three lines of defence

Royal London operates a 'three lines of defence’ model that
defines the ownership of and responsibilities for risk:

D Busingss units and Group fonchons thrst ines

First line business units and Group functions which have primary
responsibilicy for managing risks.

Executive management establishes and implements systems
and conrtrols, and manages the risks affecting their areas of
responsibility. This includes wdentifying and assessing material
risks, their likelihocd and severity, and the mitigating controls
or actions.

2 Resk and Compianes isecond lne

An independent Risk and Compliance function, which provides
specialist advice, oversight, challenge and assurance.

3 Group Intermal Audin ith rdd Inei

A Group-wide internal audit function, which provides
independent assurance and has a reporting line independent
of executive management.

The risk management system allows us to assess cur overall
exposure and form a view of major risks with related actions.
These matters are monitored, refreshed. and reported 1o the
business risk committees, the Group Executive Risk Committee
and the Risk and Capital Commttee.

Group Risk and Compliance supports these risk management
processes and reports to the Group Chief Executive Officer

via the Group Chief Risk Officer. Group Risk and Compliance
provides specialist knowledge. review, challenge and quality
assurance, and co-ordinates reperiing to appropriate committees
and the Board

Appetite for risk

We have built a risk appette framework that supports our
strategy. [t explains the nature and level of risks Royal London
is prepared to be exposed to and measures our resulting risk
exposure (see page 58 for more details).

Group risk policies

Qur risk policics are the high-level standards and requirements
that determine the way in which risks are to be managed

and controlled. We review our policies regularly to establish
whether they reflect the changing commerctal and regulatory
environment, as well as the Group's organisational structurc.

The Group's risk governance structure

Risk responsibilities of the Board

Board

Responsible for the Group's risk strategy. risk preferences and
risk appette statements. It is also responsible for establishing
and raintaitung a framework of prudent and cffective controls

Risk responsibilities of the Board committees

Risk and Capital Committee
Supports the Board and the Group's subsidiary boards
in managmy risk and capital, and in complying with
prudential and conduct regulations.

Audit Committee
Supports the Board and the Group's subsichary boards
in overseemd financial reporting, regulatory reportng,
financial controls, internal and exrernal aud, treasury
operations, actuarial operations and tax policy.

Remuneration Committee

Supports the Board and the Group's subsidiaries m determining
the Group’s remunerarion policy. [t also determines the
compensation of the Chairman, executive directors and

designated key offtcers. including material risk-takers.

Risk responsibilities of management

Group Executive Risk Committee

Supports the metnbers in discharging their Senior
Management Funcrion (SMF) responsibilities in respect of
financial, operaticnal and conduct risk management. This
includes monitoring strategic risks, emerging risks, and
aggregate Group exposures that may impact Group risk
appetite, and instructing action where nceded.

Capital Management Committee
Supports the Group Chief Financial Cfficer by giving
consideration to, and developing proposals and
recommendartions in respect of, the following:
economic and regulatory requirements;
balance sheet risk;
hedging strategics involving derivatives;
risk appetite oversight related 1o market, credit and
liquadlity risks,
Martching Adjustment portfolic;
review of policies, and
new risks.

Interna! Model Goevernance Committee

Supports the Group Chicf Risk Officer by developing
proposals and recommendauons designed to deliver and
maintain an {nternal Model that accurately reflects the
business structure and risk profile.
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Risk overview continued

58

Anti-corruption and anti-bribery
We arc committed to the highest standards of:

» governance, personal and corporate ethics:

+ comphance with all laws and requlations: and

= integrity and honesty in dealings with employees, customers,
suppliers and other stakeholders.

We have g financial crime policy, which sets out the framework
for managing crime arising from bribery and corrupticn. fraud.
money laundering and market abuse.

A financial crime unit operates within our Group Risk and
Compliance team o monitor adherence to this policy.

We screen our policyholder and supplier databases for sanctions
compliance on 4 monthly basis and any new cusiomers or pelicy
record changes are screened on a daily basis. We continually
monitor for updates and screen for any further individuals or
entities added to sanctions lists.

Cyber crime

We continue 1o invest in our threat intelligence, cyber security
controls and response capabilities Cyber securnty awarcness

is regularly reinforced through training our colleagues. Our
Principal risks and uncertainties section provides more information
on our activilies 10 manage our cyber security risk.

Climate change risk

We have agreed climate targets and incorporated climate
change into our risk management system We have defined a
climate change risk appetite statement, tncluding metrics, to

Group risk appetite framework

Oy visk appetite ranework consists of three cotpouents:

1. The risk strategy

The strategy. along with risk preferences, defines the

risks we ain to take or avoid in the pursmt of our business
objectives. It also sets the boundaries within which our risk
appetite will operate.

2. Risk appetite statements

These explain how much risk we are prepared to be
expused 10 - and why - relanon to cach risk category
outlined in the risk strategy

3. Risk metrics

The metrics help 1o measure the amount of nisk we are
exposed 1o agamnst risk appetite. Each merric is designed to
provide an early warnmg of when we are approaching our
risk appetite Lirmts
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monitor our progress. In January 2022, we created a Group
Sustainability and Stewardship team that

« provides expert insight and direction on climate and sustainability
enables cross-funcrional delivery of our climate objectives, and
external climate and sustainability reporting on behalf of the Group;
facilitates the identification of climate-related risks and
opportunities across the Group: and

is accountable for asset-owner stewardship activities.

.

Internal Model

Cur PRA-approved Internal Model enables us to make more cffective
decistons by integrating risk and capital management. Our Internal Model
builds on our existing strong capital modelling and control capabitities.

In 2021, the PRA approved a major change to the Internal Model.
This was due 10 an increase in in-house annuity business and the
subsequent intreduction of a Matching Adjustment portfolio. The
PRA also approved a major model change to tnprove the modetlling
of counterparty credit risk.

The Board's review of our system of internal control

The Board is responsible for the system of internal control as well as

for reviewing its effectiveness It conducted a review of the Group's rnsk
management system and internal control systern effectivencess duning the
year ended 31 Decernber 2021, This review took into account matters
arising up to the date of approval of this Annual Report and Accounts
The review covered all material controls across business, financial,
comphance and nisk management processecs. [t was conducted
through review and challenge of reports submetted to the Board,
the Risk and Capital Committee and the Audit Committee and by
reports prepared as part of the year-end process,

High-level risk appetite categories

The risk appetite statements and metrics have been
constructed around the five high-level risk appetite categornes
below, which are considered core to our busmess

Capital

We will mantain a strong and crecible capital position
supported by good-quality assets

Liquidity

‘We will mainrain sufficient liguidity 1o retain customer and
member confidence, even n extreme but foreseeable circumstances.

Insurance
‘We will apply strong insurance risk management disciplines
for new and existing business.

Strategic
We will deltver on a strategy that s abigned with our Purpase
and responds toe our operating environment.

Operaticnal

We will operate strong controls to nmnimise dmpacts on
our customers, reputaton and capital. and make risk-based
decisions that are aligned ro our Purpose.




Principal risks and uncertainties

The principal risks and uncertainties facing the
Group are set out on the following pages, along with
the actions taken to mitigate and manage them. The
Risk and Capital Cemmittee completes a full review
of the principal nsks and uncertainties annually. This
section sets out our approach ta risk management,
including the process af assessing and reviewing

these risks.

withdrawal from the EU.

Although most of the pnincipal risks and uncertaintics set out last
year are still relevant, the nature of the exposures has changed
over time based on new and evolving external influences. We also
continue to monitor the impact of the Covid-19 pandemic and UK
legislative, regulatory and social developments following the UK's

changes, we consider the impact on the risks that the business is
exposed to [n particular, the impact on the associated economic,
social and cyber risks are set out within the principal risks and

uncertainties on the following pages

Through active risk management, we continue to take steps 10

reduce our expesure o certain risks

The evolving situation in Ukraine is highly uncertain and continues
1o develop. It is baing actively monitored through our ongomng risk
management processes, enhanced by expert input. As the situation

Covid-19 impacts

While measutes such as the vacoination programme and easing of restnctions have reduced some volatility. there 1s continued uncertanty relating
to the external Covid-19 cevelopments that correlate to exposures across our risk profile,

sk i

Mrugation and management

Change

Uncertainty and volatility from long-term effects
of the pandemic

Ongoing Cowvid- 13 impacts and nfection prevention
measures could affect the Croup's firancal nosition,
profitability, operauons. and abilty to del ver for

aLr customers

Lxamples include

changes i consumer behaviour resulting In lower
busncss volumes, nvestments ard profitabiliny;

- demographic shifts {such as tne charging naiure
of employmenti resultng In scoial poiey changes.
affecting out ability to attract and retain talent;

e changig nawre of fraud and cyber security nisks
driver by more homea workeng in a niyond model,
tne polential imgact of prelonged home workng
on colleagues,

« disruption to operations and change delivery as
aresult of challenges in retaning coleagues and
key skifis. leading to operationat loss anc/or
reputat ona damage,
further Increases in manality and persistency,
affectirg funding commitments; and

the ergth of ime required to recover from
prolonged market vo-atility. couplec with
uncertanty fofowng the UK's withdrawal from
the LU
The Cowid-1% pandemic sevel ely affected the gobal
fnanciai markets during 2020 Although there has been
some recovery over 2027, there remains signif:cant
market valatiity This couid affect the e and pensions
sectar further
Alack of external data around the impact of Covid-19
mace t harder to apply expert jLdgement Lo long-term
assumpbon-setting dunng 2021

We nave made provisions for the potentia! short-
term changes 1o demographic expenence N our
pensions business.

We rronitor lorger-term developments - such as
Covid-19 - regutarly through our errerging risk profie
These emerging risks nclude consumer behaviour,
dermographic shifts and econamic urcerianty

Our regular moritor ng enacles us to focus or the
risks relating to the Covid-19 pande~ic wren they
develop. and to take sct on. We consicer our incident
maragement and plannng, arc regulatory focus, as
a result of the pandemic A crange management
process s 1n place 1o support cur busness in:

+ responding effectvely 1o the external challenges
presented; and

+ laking apprapniately controtled levels of nisk and
assessirg e control envronment :n response Lo
the nandem c.

We have reviewec our fraud standards and
mereased cyber security awareness (see page 64}
Owr heslin and safety procedures include e working
environment assessment for coleagues who are
working from home

During periods of market volat ity, we monitor our
camtal and igucity positions more frecuent'y We
also perform stress and scenaria testing. Our own rigk
and solvency assessment [ORSA] process included
consideration of pandemic-retated scenaros i 2020
and 2021 This helped us to understand potential
impacts of 3 pardernic on our capital position and
our wider busness model

MNa change

Customer serv oo camand
volumes have stabilised and
clams levels have retur~ed
to pre-pandem ¢ levels.

However the outook rermams

uncertain Cowvid-19 continues
to impact demograpic
experience. We are
maretoring Cowvd-19
developmenrts and taking
actior where appropriare
across out risk profile
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Principal risks and uncertainties continued

Climate change

We are maritoring and manag ng the risk that climate change could pose ta the Group and tc our propositions.

Risk

Mitigation and management

Cﬂange

Failing to appropriately prepare for and respond

to the effects of climate change

Climate change nsk cou o potertially affect the Groun

across muthole sk categores Due to s sice and

complextty. ¢t 1s difficult to predict how and when

the various nisks asscoiated wrh clmate change

may crystalise

fhe nsi that the word's colectve response (o tacklng

cirate change s insufficient to achieve a ow-carbon

economy continues 1o cause concern at rational

anct glubal eve s If glopal warmimg targars are mot

achieved. the consequerce could be catastrophic

physical risks which mpact global econores, markels
ompames and people,

We are sceng ncrcased intervention from

governments and “eqguiators fo mitgate tis rsk. This

N turn greates a risk that we fal 1o keeo pace with now

tlegis.ation a~d regulaticn This noludes the risks that we

fail to

- develop or modify proposticns in ing wtr
changing goveremert o regulatary poboy and
market sentrrent,

+ adequately - eflect changes i regulatory disclosure
regurements; and

+ mee: pew or wacif ed environmental targets set oy
the regu ator ar government

The rmove 10 2 ow-carbon econamy presents arange
of assoaiatec fimancial r-sks An example 1s the impact

of this tramsition on the orospects of current anc future
nvesiment ho dirgs.

The climate ercrge~cy s now well understood by
our members, customers a-d the w der public 17 our
responise to the proclem s seen as inacequate. it may
cause reputational camage 10 the Group's brand
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There 15 ncreasing urgency for tne world to take
collechive action to achieve the goals of the Pans
Agreoment Uxternally we continue to loboy
passionately for change and our approach to chmate
change 5s cuthned on pages 30-40 Irincludes the
creation of @ new tear ard & governarce approach
to oversee pregress agairst our cimate targets

Corsideration of climate-related risks and
opporturtes s ncorporated into our Purpose
and strategy. We have agreed climate targets
and ncarporated chimate crange nto our risk
management system We have defined a clirrate
change risk appette statemen:, which ncludes
metngs 1 menitor our progress.

Wo have reviewoed and enhanced our proposiions
‘o addi ess chmate change nsks in Ine with the
avalving expectatons of our customers, anc (¢
compete ir our markets

The Group considers a broad 1ange of environmentan
socla and governa~ce factors wren selectirg arc
managing Irvestments.

We ate exparcing owr qua tative and quanttative
scenario analyss 17e analysis cors ders the notential
mupact of cerate change scenanas so that e fisks
are 20p opriately reflected n the Group s r &<
management system.

We contiree lo engage witm our reguiatars and the
md.stry or the need to address cimate change.
We suppott tne oroductive “mance nitiatve from tre
Gover nment. the Association of British Insurers (ABH
Cimate Crange Roadmap snd the cevelopmen: of
sustarnable finarce starcards
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No change

The externa. scrutiny on
comoanes to help acheve
agreed clmate targets has
ntersificd. Tre position
reflects this. glong with the
progress we have made

As a modern, purpose-criver
mulua, we are clear on e
posit ve impact we want to
create This ncludes mowing
farrly to a sustainasle worlc

The cnanges we have
madc within our business
reflect our continued
comriment 10 play an
impartant ol 1 movng
to this susiairable future




The economy and Royal London’s key markets

We review our business to ensure we have pians in place to tackle today's challenges - ircluding projected low growth, market volat lity arc

changing sccio-economic rends

Risk

M\taaﬁoh and managemernt

Change

Geopalitical risk and uncertainty in the

economic anvironment

Our busiress is subject to nsks arsng from economic
congitiors T the Markets in which we ooerate.

Increased rflation expectations continue to significantly
affect the insurance sector Fluctuatiors in both asset
and ability vatues can anse from:

« volatlty n glonat capital markets
+ the econcmy of the UK. and
+ the globat economy generally

These may materaly affect the Group when a market
change has a afferng impact on the value of assets
and sapdtics

Fconomic and social Impacts can also ar se from
geopolucal rsis that nclude increased intermational
unrest between nauecns and war, and action

by governments, such as sanct ons and

trading restrict ons.

Risk

We monitar exposures regularly by nisk class anc
consider passib'e r s< concentrat ons, measured
with reference to counterparty exposure imits.

This enabiies us to evaluate scenarios where we

may be exposed to asset and liability values

moving differently. This ir turn aflows us to have a
gooc understanding of the impact these exoosures
may have or our nsk prefle.

We mave a process to moritor emerging risks In 2021
and early 2022, this ncluded consideraton of the
developing conflict in Ukraine, whicr could affect
rvestrent marxets and have mpacts for examgle,
or erergy supplies and cyber scourty.

Through reguiar review and discussion at executive
and Board level. decisiors are made a minmise risks
whete they do not algn to cur busness strategy and
nsk preferences. We alsc offset nsk by hecging.

Mitigation and management

Increased

We contnue to manitor our
exposures to the economic
envirgrimernt regularty.
Geopaibcal f1sk nas
increasec s.grificantly in early
2027 v relation to the war in
Ukrane We conninue to
MONItor Our exposutes and
ta<e anpropriate measures
as recured to protect camital.

(;hange

A change in economic and market trends as well
as consumer behaviour could affect performance
Volatilty in the economy and investment markets,
alongside low growth rates. couln affect consumers’
appetite for our products and services

Changes in t~e d strbutien landscape (such as adwisers
develomng in-house solutions, the evoiution of adviser
back-office technology and adwiser consclidation,
present both opportunibes and challenges to our
business model

Changing socio-ecoromic trends {such as customers
wanting to deal drect. mobile app transactcons and
data security] also oresent opporturitics arc chalerges
to our DUSINESS MOCe .

We complete regular reviews so that we are
developing strategies and operatoral capabiities

to consicder

« current and future changes in markess, and

+ consumer and acwiser beraviour

We montor our product range and market pasmon
regularly tarough analysis of customer experience and
business volumes This helps us to re-price products
dynarmically anc develon new ones nresponse 1o
changes in demand

Charges that affect consuer behaviogt are
manitored tnrougr our emergng risk orofile.

Mitigation and management

No change

Consumer behaviour and
changes to the istrout.on
landscape have contirued
to evove following the in hal
impact of the panderuc.
However, the posimon
rermains cons.stert witn

tne prior year

Change

Competitor risk

Competitve pressure exists within our industry This
could have an adverse !mpact on Our 5UCCESS INoul
chosen markets Achiewng our strategy depends on
our ability fo sustam growth while managing economies
o' scale and cantinued strong firancal ciscipline.

Competiter activities also oresent opportunities and
challenges to our business model. These factors could
include investrrents in rew technology, or the targeting
of new markets

We evelve our strategy to differentiate our products
i our chosen markets The Group continues (o focus
an delivering vaue for money for our customers.

We cont nue to invest in our customer-facing
infrastructure to deliver attractive propaositions and
efficient service levels. We are well piaced to corunue
to offer value supoorted by our mutuality, costomer-
centricity and service excellence

We nave a strateg:c programre ‘ocuswng on cosis.
which is incorporated withm the latest bus ness plan

Increased risk

New technology and
dgital capabdties are of
Ncreasing Importance in
our chosen markets.

Advisers’ cortinued focus
on price drives ongamg
Ma‘gin Compression,
wrich increases focus on
COosts N our markets to
mantan profitabiity
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Principal risks and uncertainties contintied

Changing political and regulatory environment

The ongoing urcertainty refating 1o the impact of the UK's withdrawa from the EU s the key factor reflected in the paitical and regutatory

environment principal risks and cncertanties

Risk

The arrangements following the UK’s exit from
the EU create uncertainty over the prospects for
financial markets and the UK economy, together
with future regulation and legislation

Techrical discussions or the Merorandem of
Uncerstanding iMool concluded m Marck 20210
respect of inancal serwces Tollowing the UK s exit from
the EU. However the Mol remairs unsigned. There s
ity to be cuntousc market ancertaney rosuli ng
Aaoverse impacts on econorric conhdence. UK Ster ng
the LK 5 credht rating, and wiflation

The degree of freedom that the UK wrl have to ceterrire
its own laws and reguiations governing firancial services
15 unclear The siructura impact on the UK's nsurance
ard gsset management indusiries s also unclear

Rsk

Changes in the legislative and regulatory landscape
couid alter the design and marketing of propaositions
LUnprecedented levels of crange in eguslation and
regulatory actvity coud aflect our abrity to celiver
change. These developments coud aiso affect our
reputational operational and financial pos tion. The
canduct ane prudential ervironmenis contnue T
evolve and could affect how we develog and disirbute
new propositions, as well as how we administer ang
ceal witn contracts sold 'n the past

It1s posswle tha: thrematic, industry-wice reviews by
requiaiors may mave a signd cant moact on toe Group

ﬁ\SK

The political environment could change the financial
services industry

The zotcal ewrgnment may give -15e to changes

that alter the viabyhty of owr propesiticrs n our

crose” markets Exampies coule woclude a broadening
and/or ughtervng of tre “uies acphed 1o warkplace
pensons, are changes to lax-free skowances for
pension conltr putons
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. M:\Tgatmnand-managemenl

M:t@éﬁun ;\a man?gémenl
Brexit has not had a detrmenrtal impact on Royal London's
strategy and business as most of our operations are based
in the UK Our Part VIl transfer to our Insh subsidiary in
Febriary 2019 has protected and enhanced our exsurg
market positior in keland

We manage our market n1sks through aur normat

market risk monitonng and capital managenert actvity
Given the Groupr's UK-focused business. we are less
excosed than mary of our oeers to tre nsk of faling to
access the Furopean sngie markel

We cortinue to rraictan a watcning briel on developments
elating to EU and UK regulatons

Miigaton and manage™ent

Change

No change

While a trade deal nas
been secured, tme Mol
rerairs unsigned
[nerefare there
rerains uncertainty
about how the UK's
relatorsh p wath the
EU ray mrpact the
Group s gperat ors

Meeting the expectators of customers and cur reguators s
at the ‘orefront of everything we de. We engage act vely ang
rarsparently with regulators on an ongairg basis

We coninue o onitor theimaact of develonments ard,
where necessary, enrance oul processes 10 meet any new
requreents, This wciudes the FCA's new Censumer Duty
oroposals. which wil' set clearer and rrgher expectations for
e standards of care firms provide to customets.

We have reviewed arc enrancet our roposiions to
address cimate charge risks, where tere 1s maore external
scraliny to achreve cimate targets. See our cimate charge
115k on page 60

Qur conduc: rsk framewoerk is i place, aongside an

assoc ated proposiion process desigred to achieve far
cutcomas for our costomers,

We cominue to ne represented anindustry ood es noiuding
sericr commiitees of the AR arnd Oty UK. Wrere relevant.
we respond (cither va tee ABlor o our owr sccouni to
censultat ons on regulatory changes

VC«ange

No change
Gur posiion
remairs stable

As the peltical cnvironment cvoives. we cvaluate Pow our No change
marke's are a‘fected 30 we can develop o opositions that Our paston

cont rue tc meet the ~eeds o customers and dsinbutors
We maonitor developments and porertial outcomes This
neiudes 'he FCA's new Consuemer Suty, changes to benel t
statements arc the evoutior of the persions dashoeard
We also comoiete scenato tesing of external ‘actors shat
could detrenialy impact our pusiNess moce. These
nciucte potential -equ atory changes to gersion charges
and tax rehef

b~ add ton. we seek o nfuence the course of pcluca and
egislative 1ssues N 3 way thal we corsider o oe n tre best
nterest of our cusioTers
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Maintaining our financial strength

Our Bnancial nsks remain stable. managed with regular mingation and monitoring act.vities,

Risk Mitigation and management

These risks will contnue to be menitored n the
normal course of ousiness. Our internal persions team
suppor’s the |rustee boards to dentify, assess and
impierrenrt irtiatves and opportunities to reduce
volatiity and risk.

An increase in our funding commitments for
defined benefit pension schemes couid affect

our financial position

Cur main risks :n maraging owr defired benefit pension
schemes reiate to mfiation, irterest rates and longevity,
as well as the Irvestment strategies of funds. Any
adverse maovements in these factors coud iIncrease
future funding cas's anc could negat vely impact our
financia- position,

All of the Group s defined benefit scnemes are closed
to future acverual, reducing the tunding coremitment ‘o
trose schemes,

ﬁlSk ) Mmgaliﬁn a:d Exég?#n&ﬂ

No change

Al of the Group's defined
beneftt schemes remain
well funded with no reguar
contribations required,

Change

We are exposed to the risk of failure or default of
one or more of our counterparties

As part of oLr business, we invest in debt securties
and other assets n order to meet our obligatons to

We seex to manage our expasures o any one
counterparty o thire party. We actvely monitor
and report aganst imits n respect af investments

We govern our contracts with third parties by strict

policyholders, As 3 result, exposures can anse to
issuers of cebl and other inancal nstruments. Gur
day-to-day activites also mean we have exposures
to baning, Insurance and re-nsurance counierparties

service leve: agreements. We manage and discuss
these at reguiar account management meetings.

The Capital Management Cammittec reviews large
exposures that approach or excecc nsk apoetite. Tre
Comm ttee reviews the actions ceng taken to manage
these exposures

Risk 7 Mitigation and management

No change

Our nsk exposure
remains stagle as we
coninue to manage t
trrough Our frameworks.

Change

We use our experience to assess and sei prices
for known rnisks, and 1o ehsure that reserves

are aporop ate The calcuat on of reserves is
urcerpined by stress and scerar o testing, which
assesses the appropr ateness of key assumptions
to 8 combination of extrome events These ncluce
financial anc economic CconCIions vesiment
performance, and product-specific maters

If our assumptions are subsequently proven to

be wrong, then adjustments could affect our
financial position

Our business involves the underwrit ng of r'sks where
the uitimate ability 1s dependent on long-term trends i
faciors such as mortalty, lapse rates, nterest rates and
counterparty cefauhts.

We fake a prudent approacn when calcuating caoital
requirements However, extreme movermnenits can

take place. Such everts coud anise from, for example.
medica science advances and movermnents n fnancial
markets, o7 i the broader ecancmic erviron™ent and
customer behaviours.

In the event that actual claims experience 1s
less favourable thar enuisagied, our remsarance
arrangements wilk grovide significant mitigation.

No change

We contnue to assess the
approoriateness of our ey
AsSUMBDIons to manage our
francal posibon
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Principal risks and uncertainties continued

Core processes and organisational delivery

We cartinue 1o maintair oversigrt of ana manage our change and cyber secur ty risks.

Risk

Organisational capabilities might not adapt to
changes across the Group

We have dehveres change programmes mine with
the Group's growth, ta respeond ta reguiatary change,
and to improve our cavabilities and the exper ence of
our custorners. Trgre s a nisk that our orgarisatiorat
capabilites arc ynable to adapt to operational changes,
comoined with the signifcant eve: of external change
in markets, regulaton ard legslation Tris could result
in futere neitective orgamisational delivery and potential
remediation activty

Covigh19 impacts 2lso have the potemial to affect the
devery of orgamisationat change Our employees’
heaitn, safety. and wellbeing may be affecred by tre
crange 1IN crcumstances caused by the pandemic
These factors could ivad to ooeravonal loss and/or
reptational camage.

hwsk

Cyber security breaches

There 1s a nsk that third partes and otner unaut-onsed
users gan access to our systerrs for the misuse of
custor-er anc compary ¢ata. or (o disrupt the ousinass
using malware and viruses

This risk 15 imereasen with more ~ome working in a
nybrnd moce

As aresut of the s teation m Ukraine there s also
anircreased r1s< of cyoer-attacks targetng ‘ne

LK F nangia Serv ces secior

This couid "ead to corrupted or ost data, cusiness
meruotion. complance breaches, regulatary fires anc
reputatonal camage

64

Mtigation and management

) Change

Our strateqic and operationa: pians are regularly
reviewed by the Board. These take accoun: of our
resources and the scae and diversity of change
currently underway and planrec,

Specific change orograrrme monitorng and
reporiing take place at project, prograrme,

portfalio and strateg € execution level. A dashboars
of measures s used sC {rat appropriate rsk-based
decisions are made and resources are aliocated n an
efficient end sustanable ranner The portfaio s also
constructied to take account aof the anticipated level of
resourc ng avarable.

Qur maost sign hicant strategic transformation

andt change programries have guaity assurgnce
processes bult into ouwr nternal management and
governance These are also subject to Indepercen:
oversight by our Group Internat Avdiz and Group Risk
and Comuhance furcuons

The r sk of inancia: reporting crrors ansing from
change is mgated by ongoing cortrol actty and
monitaring througr the fnancia. reporting and data
contr ol framewor <

We alsc keep our operauanal resil ence urder regular
review, with contirgency plans n place for any
potental cperational Impacts relating 10 Covie-19

We have 2 crange management process n place to
marnage the mpacis of Covd-19.

Our risk managemert processes also dently poternal
1ssues N our orher boo«s. We consider whetner our
processes have met al relevant .egal, regu atory and
tax standards, and whether we have procuced good
outcomes for our customers.

Mitigation and management

No change

Qur change prograrmes
conunue 1o have appropriate
qgovernance and oversighit to
rmontar and rranage this sk

Change activity onior trsation
15 requiarly reviewed,
ncluding having the

skilis needed o everage
new technologles

in kne with the rew
aperational resiherce
regulatory expectat ons, we
have an armual assessrrent
process » place. This process
enables our Board to monitor
the: current restience poston
and where reauired approve
any New nvestment

We continue to montor
Cowvicd- 13 impacis and rave
seen demand return to
pre-pandemic levels in gur
aperations. Cur people are
transiionming to a return to the
workolace ir hre wite plans

Ch\aﬁge

We contirue to invest .n ouwr secunty sysiems to
strengtren them bheyore our core contres and
reduce vuinerabilines Cur securty 1s proactive wiin
advarced maontorng, prevention and testing.

Cyber security awareness s akey oart of our traning.
with exercses and tesnng of secunity awareness.
Wrere now threats arodentfied awareness taining
and communications are immediately rolled out.

We parform a numper of stress lest excroises

and continue 16 rev.ew anc 1es” cyber ris«
develooments regualary
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Increased risk

We coniinue 1o focus or our
cyber reslerce, mZudng
where acdtional ris«
exposdres have neen created
py home work ng We also
COTINUe 10 355855 OUr
positior nasec on nteligerce
fror tre Nabonal Cybe-
Secunty Centre and cther
SOLTCeS

The gioba recovery has seen
a significant mgrease ir cyner
crme The s« of cyoer-
attacks 15 also he grtened by
the war n Ugrane 10 2022



Material outsourcers and supplier relationships

We continue to mantain our policy and framework for appropriate governance and oversight of our matenal outsourcer and suppler arrangemerts.

Risk

Mitigatior: and management

Chané;

Outsourced services may not meet our

service requirements

I line wath other large fnaneal seneees organisatons
we have a number of mazerial relationstps witk
outsourcers and service oravider s. While these
provicers compiete processirg or specialist wors,

we rerain responsible for tre aversight, manageren:
and cerformance of the outsourced actvity

There s a nsk that we couid be urabile to meet our
customer obligatians foliowng the falure of, or a
sigrificant degradator: n, sorvee cacaved front a
matenal outsourcer or service provider, This could

also be caused by contagion and/or increased scrutiny
acrass the outsoureng sector,

These risks could resultin major cisruption to
our operations

Legacy products

We nave a framework for the governance and
oversight of matera outsourcer and supphier
arrangenicnts [Lnclades the reguirement for
execJtive approval prior to engagement with
materal outsourcers and suppliers. We also have
polces and pracesses o oversee as well as escalate
risks and 1ssues 1 the attentior of the appropriate
risk cammittees

The business manages outsourcer and supplies
resatonships closely The governance arrangerments
for materal outsaurcers require that aur customers de
not face an increased level of nisk due to ar
outsourced arrangement,

No change

Thus nisk rermains stable

as we contnue to manage
our outsourcers through
our framewaork

We have continued to strengthen our rsk management approach for 'egacy products to reduce the risk of iIssues emerging Decicated legacy anc
remedtat on furctions are In piace o ensure risks and outcomes reman effectively managed and mentored for our long-standng custorrers

Risk

Mlﬂgaf\cn?é;d r;anég ement

Legacy remediation

Rovyal London has alarge number of legacy products

n which pohcyholders are stil invested.

There 1 a s« that remedizlion could be required withn
these nonks, as there are a large number of legacy
systerrs and propositicns nvolved There are also
manual and/or compiex processes that —ust be
managed carafully

Qur remediation funciion, ongoing propositon
reviews and value for money dashboards have
enabled us to enhance controls fo identify any risks
or ssues around legacy systems and propositions
Ary resulting remediatior s rranaged through our
remeciaton furclion.

Our organg | egacy Siplification pragramme ams
1o reduce comuolexity in systerms and processes.,
and celiver better customer outcomes

Reduced risk

There continues to be
signihicant focus placea on
maraging this risk withn the
Value Enhancement team

Under our Legacy
Simplfication prog-a~me
over 2020 and 2021, we have
migrated five iegacy bocks
of busness from older
mainfrare sysicms onto

a single, more modearn 1T
system. Further migraucns
are planned ir 2022 and
2023 to simplfy our estate.
standargise busiress
processes and reduce

th.s rsk
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Longer-term

viability statement

Longer-term viability statement

Assessment of needs It addinion to these scenarios, the Group's own risk and solvency

The context for assessment

assessment (ORSA) specifically considered an additional economic
scenario where inflationary pressures persisted for the medium

Ever since we were founded over 160 years ago, our busingss term. Under all these scenarios. Royal I.ondon has sufficient excess
model has focused on achieving long-term vatue for our members assets to cover its Solvency Il capital requirements and
and customers. Royal London's business model and strategy are sufficient liquidity.

mntegral to assessing the Group's prospects. Our risk appetite
framework 1s fundamental to our contnued wviability, which s
subject to ongoing monitoring and development.

The Board continues to monitor short- and medium-tertn Covid-19-
related factors, including employece and suppher-related 1ssucs.
The Board carefully considered the impact of Covid-19 on the

In particular, our framework sets out that we will maintain a strong business plan as well as the management of issues resulting from the
and credible capital position supparted by good-quality assets and panderiic. A specific Covid-19 principal risk aggregates the external

that we will maintain sufficient liquidity to retain customer and

Covid-19 developments across our risks and is set out in the Principal

member confidence, even in extreme but foresecable circumstances.  risks and uncertainties section on pages 59-65.

The assessment

The Group's prospects are assessed primarily through its strategic
and business plan process, which s led by the Group Chict
Executive and invelves all major functions and business units

The directors have no reason to believe the Group will not be
viable over a longer period, buc they constder the three years
up 1o Decomber 2024 is the timespan for which they can form
a reasonable expectation of the Group’s longer-term viability.

process

The Board undertakes a robust review and challenge of the strategy ~ Three years is considered an appropriate period because the

and assumgrions,

in partcular through the use of stress and scenario  ability to forecast for any longer period is more challenging due

testing. The Board also receives regular updates from the relevant to uncertain future changes in the econoic, technological and
funcdons and committees. A number of test scenarios are updated regulatory EmvIronimett Three years is WlThl_n the period cqvered
annually, with a summary of those apphed in 2021 set out below. by the Group's business plan, which includes in-depth analysis of

Risk scenarios

the Group's risk profie, liquidity, and profit and capital projections

Base

Adver; '

Favourable

UK economic growth forecast 10 be strong in 2022 but slows down later in the year, as a result of nghter [iscal policy.
UK economic growth remains below its average in outer years of the business plan, as US-China trade tensions cotitinue
and there are frictional costs associated with transitioning to a lower carbon economy.

Inflation is not sustained at high levels and overall equity returns are weak, with ytelds falling and staying low over

the penod.

'l'hc; impact of Cad—ld i’roE vacEmrlcTresisc‘ant_s\tralns and logisucal problems around the delivery of vaccines results in a

more subdued recovery than in the base scenario

Unemployment 18 higher than in the base case but does not rise (o high levels by historic standards m the UK and Euro

arca. Additional fiscal and policy support 15 assumed to inclide the Bank of England cutang imerest rates mio {shghtly)

negative territery and inflation struggles to stay above central bank targets.
Overall. equity returns are weak and yields fall and stay low over the periocd

A stronger global economy, leading 1o a more rapid recovery, and business behaviour returns to pre-cnsis norms faster
than in the base scenario.

Unemployment rates are lower than in the base case, but without generating much higher inflation. Inflation and wage
growth are higher in this scenario as the cutput gap shrinks faster, and oil prices are assumed stable rather than falling
over the forecast.

Qverall, equiry recurns perform scrongly and bond yrelds rise faster.
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Assessment of viability

Although the business plan reflects the directors’ best estimate of the
future prospects of the business, the dircctors have also considered
the potential impact of a number of scenarios over and above the
business plan. These are ‘scvere but plausible’ scenarios that the
Group could expenence They encompass:

+ arange of sensitivity analyses and stress tests over key ecornomic,
msurance and operational risks - for example, a 1-in-200 chance of
adverse impact from financial markets, counterparty failure ot a
significant medical science advance; and

stress-testing the business plan, as part of the Group's own risk and
solvency assessment (ORSA) process over a number of years, for
adverse scenarios impacting profitability, liquidity and/or
solvency including:

* scenariog considering the insurance risks the Group faces;

= a cyber-attack on the Group's systems and data:

« regulatory changes;

= a wide rangce of cconomic scenanos, including prolonged
cffects from the pandemic and higher inflation: and

+ the effects of climate change on economic and insurance risks.

Each scenario 1s designed to be severe but plausible, and to take
account of the availability and likely effectiveness of potential
mitigating actions that management could carry out 1o avord or
reduce the impact. In considering the effectiveness of such actions,
the conclusions of the Board's reqular monitoring and review of risk
and internal control systems are taken into account.

Reverse stross tosts have also been conducted, which identify
scenarios that may lead to the fatlure of the business model The
combinations of events required to cause fatlure of the model are sc
extremely severe and remote that they are not considered o affect
the directors’ expectations of the Group's longer-term viability.

Viability statement

Based on their robust assessment of the principal risks and
uncertainties facing the Group, and the stress-testing-based
assessment of the Group’s prospects described above, the directors
confirm that they have a reasonable expectation that the Group will
be able to continue in operation, and meet its hahilities as they fall
due, over the period to December 2024.

Going concern

The dircctors alse considered it appropriate to prepare the financial
statements on a going concern basis, as explained in the Corporate
governance section and in note 1 (a) to the financial statements on
page 133

Strategic report

The 2021 Strateguc report. from pages 1 to 67, was approved by
the Board of Directors on 3 March 2022

By order of the Board

John-Green Qdada
Company Secretary

For and behalf of Royal London Management Services Limited
3 March 2022
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Governance overview

Good corporate governance is the cormerstone Board independence
of a modern and successful business and
fosters a culture of integrity, leading to positive
performance and a sustainable business.

O

B Chairman 1

B Executive 2

B Non-Executive 9
Board tenure

B 5+ years 3

B 04 years 9
Board gender diversity

B Men 6

m Women 6
Board ethnic diversity

B Non BAME ]

B BAME 1
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Qur Board

A strong and capable Board

1 |
e [
ma |
Kevin Parry OBE

Chairman

Appointed
19 March 2019

Skills and experience

Kevig Parry 1s a chartered
accouwnant and has deep
financial services experience as
an executive and nor-executive
director encompassing life
insurance, banking and asset
management. He was formerly
the Chief Financial Officer of
Schroders ple, Chief Execuuve
of Management Consulting
Group plc and a Managing
Partner ar KPMG. He was
formerly Chairman of
Intermediate Capital Group ple,
Semior Independent Director
and Chairman of the Audit
Committee at Standard Life
Aberdeen plc and Non-
Executive Director of Knigm
Frank. He was also Audit
Committee Chairman at
Schroders plc

External appointments

Chairman of Nationwide
Building Society, Non-Executive
Direcror and Audit and Risk
Comunittee Chairman of Daly
Mail and General Trust plc.

Barry O'Dwyer

Group Chief Executive

Appointed
8 January 2020

Skills and experience

Barry O'Dwyer 1s an actuary
with extensive financial

services experience in the UK
and Irefand. He began his carcer
at Standard Life in 1988, when

it was a murtual [n 2008, he
moved to 1TBOS and shortly
afterwards to Prudential UK &
Furope, where he became

. Deputy CEO e returned to

Standard Life in 2013, where he
became CEQ of Standard Life's

. assurance, pensions and savings

businesses. He joined the Board
of Standard Life plc in 2018
Following their merger with
Aberdeen Asset Management,
he was the head of Standard Life
Aherdeen’s UK business

External appointments
President of the Association of
Brirish Tnsurers

ana

Daniel Cazeaux

Group Chief Financia! Qfficer

Appointed
22 September 2020

Skills and experience

Daniel Cazcaux is a chartered
accountant and was proviously
a Partner at KPMG in the UK
where he led global client tearms
delivering audit services to UK
and global insurance companies,
as well as advising on finance
change programmes and
transactions In his time at
KPMG he also performed
executive secondment roles

in the finance functions of

large UK insurers and has
decp-rooted specialist and
commercial expertise. He s

also a Diregror of Royal

London Insurance DAC

“The Board has established a number of committees to which it delegates certain responsibilities

Audit Committee
Remuneration Committee

- Chair of Committee

70

Nominations and
Governance Committee

¥

independant
Governance Committee?
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With-Praofits Committee

- Investment Committee

3 .
'
! lan Dilks OBE

| Independent

, Nan-Executive Director and

" Senior Independent Director

[ Appointed

‘ 14 November 2014

Skills and experience

Ian Dilks is a chartered

accountant and spemt his

entire professional career at

PricewaterhouseCoopers [LLP

(Pw(), joining the firm (which

was then Coopers & Lybrand)

in 1974, and becoming a Parter

in 1986. Ile rose to become a

member of the Global Financial

Scrvices leadership team and

global insurance leader. He

has deep experience of the

insurance sector, gained through

providing audit, advisory and

transaction SUpport services ta

a wide range of major UK and

international insurance groups

| From 2010 to 2013 he had
responsibility for the public

. policy and regulatory affairs of

the PwC global network. From

Murch 2014 10 December 2020

. he was Chair of NHS Resotution,

" an arm's1ength body within the

NEHS, From | April 2022, he

will become the Chair of the

Care Quality Commission,

subject to Parliamentary

. Committee approval

- Disclosure Committee’

Risk and Capital Commitiee



mEn

Kal Atwal

Independent
Non-Executive Director

Appointed
17 January 2020

Skills and experience

Kal Atwal is an eXperienced
strategy leader with
international experience in
start-up, scale-up, fimtech and
digital businesses. She began
her career at EY on placement
in Madrid, after which she held
a number of operational and
strateque roles with Southern
Derbyshire Chamber and
Northcliffe Media 1.td. She
jomed BGL. Group when the
company took over Bennetts.
the motorcycle insurance
business, where she held the
pusition of Managing Director.
She then became the founding
Managing Director of
comparcthemarker com, a
division of BGL. Following her
promotion to Group Director
of BGI. Limited, she was
responsible for brand-led
busmnesses, group strategy

and corporate communications.

External appointments
Non-Executive Director at
Admiral Financial Services
Limited, Whitbread plc and
WH Smith plc Board Adviscr
1o SimplyCook Limited.

Sally Bridgeland

Independent
Non-Executive Director

Appointed
14 January 2015

Skills and experience

Until recently, Sally Bridgeland
was a trustee at the Nuclear
Liabiliues Fund and at both
NEST Corporation and the
Lleyds Bank pension schemcs.
She was Chiefl Executive Officer
of the BP Penston Scheme from
2007 1o 2014, after 20 vears
with Aon EHlewitt working both
as a pensions and investment
consultant and in research and
innovation. She is a Fellow of
the Institute of Actuaries and
the Board benefits from her
cxtensive knowledge of asset
liability modelling, along with
investment strategy design

and implermentation.

External appointments

Chair of Impax Asset
Management Group plc.
Non-Exccunve Dircctor of the
Local Pensions Partnership
(LPP) Limited and Chair of its
Financial Conduct Authority-
requlated investment company,
Non-Executive Director of
Pension Insurance Corporation
plc and Non-Exccutive Director
of Royal & Sun Alliance
[nsurance Limited.

Read more about the work of Royal London Board
Committees on pages 82 to 97

Baroness Ruth Davidson

Independent
Non-Executive Director

Appointed
8 June 2021

Skills and experience

Baroness Davidson has
extenstve cxperience in the
political frontline, leading the
Conscrvative Party in Scatland
and playing key roles in the
referendum campaigns
surrounding Brexit and
Scottish independence. A
regular attendee at political
cabinet, she was a key adviser
to two Prime Ministers on
constitutional issues She was
appointed to the Privy Council
in 2016 and joined the House
of Lords in 2021 as Baroness
Davidson of Lundin Links She
is committed © championing
better environmental, social and
governance practices and has
worked extensively in
promoting diversity across a
wide range of crganisations

External appointments
Trustee of the HHALO Trust
and John Smith Trusrt and
Non-Exccutive Director

of W.A. Baxter & Sons
{Holdings) Lim:ted.

Shirley Garrood

independent
Non-Executive Director

Appointed
10 December 2020

Skills and experience

Shirley Garrood has extensive
and relevant executive and
non-executive financial services
expertence and is a chartered
accountant and corporate
treasurer. She is the Chair

of Royal London Asset
Management. Prior to

joining Royal London, she was
Senior Independent Directer
and chaired the Risk Committce
at Hargreaves [Lansdown ple
Her former roles include Chiel
Financial QOfficer of Henderson
Group ple from 2009-2013

and then Senior Independent
Director. Deputy Chair and
Chair of the Audit Committee
at esure Group plke undl 2019
As well as working in financial
roles. she was previousty Chief
Operating Officer at Henderson
Group pic and at Morley Fund
Management (part of Aviva).
She also served as a governor
of the Peabody Trust

housing association.

External appointments
Non-Executive Director and
Chair of the Audit and Risk
Committee of the BBC Board.
Independent Non-Execurtive on
the Delowte Audit Governance
Board providing oversight of
the external audit and assurance
business only.

1 The Insclosure: Cotnmuttee 15 chared by either Kevin Parry of Barry O'Dwyer and 1s determmined by the nature of the disclosut ofs) beng considered
2 The Independent Governance Comnuttee (1GC) is an ndependent committee that does not repart 10 the Board, and has responsibilines set out m regulation 1o
assess whether the Group is prowviding value for money for s workplace pension policyholders,
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Qur Board continued

!.‘\
DomEs

Tracey Graham

Independent
Non-Executive Director

Appainted
10 March 2013

Skills and experience

Tracey Graham is an
cxperienced non-executive
director serving on both
(inancial services and mdustrial
sector Boards Durmg her
execurive career, she was
Chief Executive Officer of
Talaris Limited, an international
cash management business, from
2005 10 2010 where she led
the management buy-out of that
business, backed by the Carlyle
Group, from De [.a Rue. Prior
to this, she was President of
Sequola Voring Sysiems bascd
in California, USA, and held
senior positions in banking

and insurance with HSBC and
AXA Insurance.

External appointments
Non-Fxecutive Director of LINK
Scheme Lid and Chair of the
LINK Consumner Council, Senior
Independent Director of Ibstock
ple, Nor-Fxccunve Director of
DiscoverlE plc. Member of the
Court of Common Councll, City
of London Corporation and
Governor of City of London
Freemen's School.
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Jane Guyett CBE

Independent
Non-Executive Director

Appointed
4 August 2021

$kills and experience

Jane Guyett brings significant
knowledge and experience of
financial markers and corporate
governance in the UK and
globally. She has held senor
roles with Bank of America
Merrilt Lynch in London and
New York and was also Chiefl
QOperating Qfficer EMEA and
Asia) of the Global Markets
Group. and sat on the Board
of Bank ol Amenca Securitics
jane was a Non-Executive
Director of UK Financial
Investments Limied unal 2018
advising the UK Government
on its shareholdings in FTSE
financial services companies.
She was awarded a CBE in
Her Majesty’'s New Year’s
honours hist in 2021 for
Services 1o the Feonomy.

External appointments

Senior Independent Director

of UK Government Investments
Lirmted, Independent Non-
Exccutive Director of LCH
Limited and Banque Centrale
de Compensation SA, Paris and
Chair of Connect Plus (M25) Plc

John-Green Odada
Company Secretary

Appeinted
14 February 2022

Skills and experience

John-Green Odada is a chartered

governance professional, with
20 years’ corporare legal and
governance experence. He

joined Rova! l.ondon from BP

T

Mark Rennison

Independent
Non-Executive Director

Appainted
25 September 2020

Skills and experience

Mark Rennison was Chief
Financial Officer at Nanonwide
Building Society [rom 2007 10
2019 and prior to that worked
at PricewaterhouseCoopers LLDP
for more shan 25 years, inclucing
12 years as a Parmer in its banking
practice. He is a chartered
accountant and has sigruficant
experience of working both
with and for large financiat
services organisations. Ile is

a former member of the
Prudential Regulation Authority
(PRA) Practitioner Panel and

a former Chair of the UK
Finance Financiai Risk and
Policy Committee,

External appointments
Non-Executive Director
at Homes Fngland and
I'SB Bank plc.

plc. where he was Flead of
Board and Board Commuttees,
1lis principal responsibility at BP
was to promote cffective Board
and Comrmuttec governance,
including compliance with
relevant corporate governance
codes and regulations. Prior

1o BP, he worked in similar
corporate governance roles,
patrinering with Boards and
governance stakcholders in
financial services organisations

Tim Tookey

Independent
Non-Executive Direcior

Appointed
6 April 2020

Skills and experience

Tirm Tookey is a chartered
accountant with strong
experience of major retail
financial organisations and
sigmtficant Board cxpericnce
He was Chicf Financial Officer
of Quilter plc (previously
known as Old Mutual Wealth
Marnagement Limiced) Heisa
former Chief Financial Officer
at Friends T.ife Group Limited, a
position hie held from 2012 unul
the sale of the business to Aviva
in April 2015. Prior to joining
Friends Life, he was Group
Finance Director of Lloyds
Banking Group between 2008
and 2012, having been
apponted as Deputy Group
Finance Director upon joining
the bank in 2006 From 2002
10 2006, he was Finance
Director of Prudental plc's

UK business and from 1996

to 2002 he held the role of
Group Finance Direcror at
Heath Lambert Group.

External appointments
Non-Fxecutive Director of
Nationwide Building Society and
Chair of its Board Risk Committee

including JPMorgan Chase,
BlackRock and Friends Life,
He began his carcer as a
corporate lawyer in 2001
before joining EY in 2003
ta train and specialise in
governance and company
secretanal pracrice

External appointments
Member of the ICAEW
Corporate Governance
Commitree.



Group Executive Committee

Noel Freeley

Chief Executive Officer Royal London Insurance DAC

Neel Freeley is the Chief Executive Officer of Royal I.ondon
Insurance (RLI) DAC with responsibility for devising and executing
the Group's strategy in the Irish business. Prior 1o this, he has been

a Board member for a number of our subsidiary companies in the
UK. Before joining Royal London in 2013, he headed up the pensions
and protection business at Co-operative Insurance and previously
performed roles for Friends Provident in the UK and Asia.

Hans Georgeson

Chief Executive Officer RLAM

Hans Georgeson is Chiefl Executive Offtcer of RLAM. He

started his financial services carcer in 1996 as an equity analyst

at BZW Investrnent Management, the asset management arm of
Barclays. and progressed through a number of executive roles at
Barclays Wealth, Gerrard Investunent Management and Barclays
Stockbrakers. In 2010 he Joined Architas, AXA's fledgling UK asset
management business. Under his tenure the business grew to over
£40bn asscts. operatng across 13 countries. He joined RLLAM in
April 2021

Jon Glen

Group Chief Operations Cirector

Jon Glen is Group Chiefl Operations Director, responsible for

the development and cffective delivery of the UK customer
service [unctions, procurcment and workplace capabilities. Prior
to joining Royal London in 2005, he held sentor roles within sales,
telecommunications and outsourced servicing organisations. He
has been a Trustee Dircctor for Irish pensicn schemes and is an
Executive Director of several Group subsidiary companies.

Jo Kite

Chief Customer Officer

Jo Kite 1s Chief Customer Officer for the UK business. A qualified
actuary, she has extensive experience in financial services having
started her career at Aviva, where she held a number of senior
management positions in both the UK and Europe. She was also
Managing Director at Willis Towers Watson, leading the Defined
Benefit Scotush business, Defined Contribution Consultancy
practice, and Master Trust business. She has led marketing,
proposition, operations and finance functions at executive levels
across platforms, retirement and workplace at Standard Life.
She re-joined Roval London in 2021

Tracey Kneller

Group Chief People Officer

Tracey Kneller is Group Chief People Officer. Prior to joining Royat
London in 2020, she was Chiel People Officer at The Co-operative
Bank where, as 2 member of the Executive Comnuttee, she was
part of the team that managed the separation from the Co-operative
Group and a recapitalisation in 2017, She has considerable industry
and technical expertise, gained across multiple sectors including
technology, FMCG and linancial services, working for hswed and
privately owned companies as well as working internationally.

Susie Logan

Group Chief Marketing Officer

Susie Logan is Group Chief Marketing Officer. Prior to joining
Royal London in 2020, she was Brand and Marketing Director

at Standard Life where she led a significant transformation of
marketing capabilitics. She brings a wealth of knowledge in
marketing in the financial services sector where she has 20 years’
experience, including positions held at Scottsh Widows, Zurich
Life and Bank of Ireland Mortgages.

Dr James McCourt

Group Chief Risk Officer

Dr James McCourt is Group Chief Risk Officer, responsible for
ensuring a robust risk management system is in place throughout
the Group, leading our relationship with the regulacors and
managing the Internal Model. With over 20 years’ experience in
the financial services industry, he has had a diverse career spanmng
senior roles in banking, private equity, asset management, pensions
and insurance. Since joining Royal London in 2C12, his roles have
included Chief Risk Officer RLAM, Group Chiel Conduct Officer
and Group Investment Director.

Will Pritchett

Group Chief Information Officer

Will Pritchert is Group Chief Information Officer with

respousibility for technology, change and digital Ie has worked

n financtal services technology for over 20 years and joined Royal

[ ondon in 2020 from KPMG where he was Partner for Technology
and strategic adviser and delivery lead to Royal London. Before that
he was a Senjor Fxecurive at Accenture and Royal & Sun Alliance
and has worked globally transforming technology estates.

Julie Scott

Chief Commercial Officer

Julie Scortt is Chief Commercial Officer for the UK business. She
has over 25 years’ experience in banking. insurance and wealth
management and, prior to jorung Royal London m 2021, she

was CEQ of 1825 Financial Planring & Advice. She has worked
across multple brands and geographic territories with a focus on
improving customer outcomes and experience. She has held senior
positions for RBS, NatWest, Citizens Bank and Standard Life
Aberdeen.

Fergus Speight

General Counsel

Fergus Speight is General Counsel and leads an award-winning
team providing legal advice and guidance to the Board and the
Group. His insurance expericnce began at Sun Alliance, where
he became a sentor underwriter before pursuing a career in law.
He trammed as a solicitor at Standard Life in Edinburgh, following
which he held senior legal roles at General Accident {now Aviva),
Nomura and Resolution Group (Phoenix), before joining Royal
London m 2011
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Corporate governance statement

Statement of compliance with the Code

During the period under review, The Royal London Mutual
msurance Socicry Limited was compliant with the Code. The
Cade is available at fre.arg.uk. Our approach to Provision 5: the
Code suggests three methods for engagement with the workforce
and allows compantes 1o adopt alternative arrangements. Royal
London opted for bespoke engagement mechanisms and considers
these 1o be cffective. All directors have taken responsibility for
engagement with the workforce. This engagement is facilitated
through a number of workforce forums thar provide feedback and
opinion that is then reported to the Board during the year, and also
in Board members’ direct participation in live exchange forums
alongside the executive directors

Please refer 10 page 23 where you can read about our bespoke

approach and how engagement with the workforce influenced the
Board's decisions.

Governance framework

Royal London operates within a framework for governance that
facilitates efficient, effective and iransparent decision-making
The key parts of the framework arc set out on page 73.

We utilise a commitree structure to ensure that appropriate
expertise and diverse opinion are engaged m managing and
overseeing our affairs.

The Board delegates authority to the Group Chief Executive o
manage the day-to~day affairs of the Roya!l L.ondon Group on behalf
of its members whilst maintainng appropriate cheeks and balances
designed o preserve the Board's independent oversight of the
executive, with consideration of all stakeholders.

The lramework 1s defined by the adoption of clear statements of
the roles and responsibilitics for the Chairman, the Group Chiefl
Executive, the Senior Independent Director and the non-executive
directors, and terms of reference for the Board and its Commitrees.
They are designed 1o be complementary but balanced to prevent
individual exercise of unfettered decision-making powers

The statements of responsibility and terms of reference within
the [ramework are reviewed regularly to ensure they remain fit
for purpose.
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The role of the Board

The Board's role is to oversee and provide direction and guidance
10 the Group Chief Exccutive in managing the affairs of the Group to
mect its Purpese and strategy in alignment with its values.

The Board acts in accardance with the responsibilities defined for
it within the Group's constitugon, all relevant laws, regulations and
UK corporate governance and stewardship standards.

The Royal London Board Terms of Reference set out the Board's
responsibilities collectively, including those martters specifically
reserved for decision by the Board and the statements of the
roles and responsibilities and terms of reference for the Board
Comtnittees set out the Board's delegation of responstbilities to
individual directors and commitrees.

During 202}, these inchuded challenging, approving and overseeing:

the evolution of our Purpose and strateqy in alignment with the
Royal London culture and values;

the implementation of a new operating model,

the moderation of business planning 1o meet the recessionary
market, considering the prolonged Covid-19 pandemic and more
challenging economic outlook;

the development of Royal London's climate ambitions to achieve
nee zera by 2050 across our investment portfolio and ongoing
enhancements to the carbon footprint of our funds;

a review of the Royal 1.ondon Investment Philosophy and Beliefs:
significant investment activity including the acquisition of Wealth
Wizards, a minority interest in Responsibie Life and Responsible
Lending, and the seed capitalisaton and launch of the RL
European Sustainabic Credit Fund;

the continued enhancement of our technology systeins and the
focus on digiral solutions:

the maintenance of the Group's record of delivering creative and
market-leading products for our members and custamers to help
them protect today and invest in tomorrow; and

succession planning and appoinuments to the Board and

its Commitrees

.



Governance framework
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Independent Governance Committee [IGC)

The primary purpose of the IGC is to act independently to
assess the ongoing value for money provided by Royal London
toworkplace pension customers and pathway investors. The
Committee operates in accordance with the requirements of
the FCA’s Conduct of Business Sourcebook (COBS), section 19.5.

The IGC produces an Annual Report. You can find the
2020 Report along with further information on the
Royal London IGC at:

hups://www.royallondon.com/about-us/
corporate-information/corporate-governance/
independent-governance-committee

The 2021 IGC Annual Report will be published by
30 September 2022 and will be available via the above link.
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Corporate governance statement continued

Areas of focus and significant matters considered
by the Board

Strategy

» Reviewed the evolution of the Group Purpose, strategy and values
and 1ts articulation as an insight-led, medern mutual growing
sustaably by deepening customer relationships. In June 2021 the
Board undertook a strategy review, receiving detailed customer
feedback and profiling data from ity strategy and insight team,
including customer video presentations, to understand the
approach to customer segmentation and for insight into the
needs of our core customer groups across different life stages.
Approved the acquisition of Wealth Wizards and a shareholder
equity stake in Responsible [ife and Responsible 1.ending, as
part of the strategic review of the business led by the Group
Chief Executive

ITeld deep-dive reviews into various matters of strategie interest
o Roval London, including the value and bencfit of its mutual
status, opportumitcs for norganic growth, the competitive
landscape and digral strateqgy

Held deep-dive reviews into various matiers of strategic interest
to Royal London, including the value and benefit of its mutual
status, the competitive landscape and digiral strategy

Carefu! consideration was given to opportunities for inorganic
grawth and m particular the Board was supportuve of the
discussions held with [.V = 10 explore the murual benefits of

a transacion

Members and customers

Undertock a strategic review into the necds of customer

groups across different life stages utiising detailed cusiomer
feedback and profiting meluding customer video presentations

to better understand the approach to customer segmentaton

and for msight

Continued investment in the #thinkbeyond programme built

10 IMProve Qur CUStomer experience

Received regular updates on the management of the with-

profits funds

Reviewed and approved the level of benus each fund should
declare and approved principles for future bonus distnbution
Received updates on the Royal London brand

Approved ongoing nvestment and operating model improverents
to enhance product offerings, the customer journey and its delivery
« Approved an update of the Group's Investment Philosophy with a
focus on maximising long-term returns in a responsible way and
incorporating a distinctive mutually responstble element
Supported our customers and therr communines mcluding valued
members of the police and armed [orces, with educational suppaort
such as our BeFiralfe initative which sees us visiting police
stanons and engaging with forces across the UK, providing the
tools 1o help the police family make the most of their money and
keep them happy. healthy and fit for life

Performance

Received regular updates and detailed quarterly reports from
the Group Chief Fxecutive on the performance of the Group and
individual business areas

Received regular updates on the impact of the Covid-19 pandemic
following Group recovery planning

Received a regular report from the Group Chief Risk Officer

on the key nisks in the business and regulator mteracuons
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Pecple

Approved the appointment of tweo non-execunive directors,

one as Chair of the Remuneration Comimittee, the appointment
of the Semor Independent Director, the appomtment of the
Company Secretary, and the appointment of the Chair of the
Board of RLAM

Approved the appointment of additional members 1o Board
Commirtees and to the Independent Governance Commistee
Received regular updates on the results of the annual Employee
Engagement Survey and other employee engagement tools
Attended regular employee ‘town hall’ meetings with the Group
Chief Executive, visited sites across the UK and attended other
engagement events including wirthin the inclusion networks
opcrating within Royal T.ondon

Reviewed the establishment of new working practces following
the lifting of Covid-19 pandemic lockdown restrictions and the
planned and considered return to modified offtee-based working
for all emplovees

Following the establishment of a diversity and inclusion taskforce
the Board alongside the Executive team held inclusive leadership
sessions, hearing the views of colleagues and exploring their key
role in enabling inclusion and role-modelling inclusive behaviours

Finance and capital

.

Received regular updates from the Group Chief Financial
Officer on the financial position of the Group

Reviewed and approved the interim results and Anmual

Report and Accounts, including the financial statements and
related documents

Reviewed and approved the going concern statement and
longer-term viability statement

Reviewed and approved the business plan and the own risk

and solvency assessment (ORSA) and the Annual Solvency 11
reporting, mcluding the Solvency and Financial Condition Report
Received regular reports from the Chief Actuary on the capital
pasttion of the with-profits funds

Reviewed and approved the capital management plan and
framework and the capital risk limits

Reviewed and approved Financial Conduct Authonty (FCA) and
Prudential Regulation Authority (PRA) correspondence/letters

Key projects

4

Received reqular updates and reviewed and approved funding
requests for the Group's strategic projects

Received regular updates on the progress of #thinkbeyond, a
programme 16 dRprove our customer experience

Approved the principles underpinning the Group's approach
to social mpact funding, and £1 8m of funding. in 2021
Approved the merger of four with-profits funds into Royal
London Man Fund

Assurance

Received regular updates on the key nisks facing the business
Received quarterly updates on conduct risk matters

Undertook an annual review and approved changes 1o the risk
appetite framework

Reviewed the Whistleblowing Policy and agreed actions designed
to raise the profile of the policy amongst employees



Governance

« The AGM was held virtually to ensure Covid-19 safety concerns
werce adequatcely managed

+ Considered and recommended the re-election of directors at
Royal London's AGM

¢ Pardcipated in the 2021 internal Board effectiveness review

+ Reccived updates from Board Committees and
material subsidiaries

Board compaosition and succession

The table below shows the names of all directors serving during
the year, including changes during the period.

[avid Weymouth retired in June 2021 and Tracey Graham will
retire in March 2022,

Having been appointed following the 2021 AGM, Baroness
Davidsen and Jane Guyett will stand for election at the 2022 AGM
All remaining directors as at the date of the 2021 AGM will retire
and will stand for re-election at the 2022 AGM,

Succession planning and appointments are overseen by the
Nominations and Governance Committee 1o achieve the right
balance of skills, experience and diversity on the Beard and also
4Cr0ss Senior management.

Please refer ta pages 86 to 89 for more detail on how the
Nominations and Governance Committee oversees Board
appoinuments, evaluation and succession. In addition, the Chairman
mutiates regular and extensive reviews of external non-executtve
director candidates from a wide range of backgrounds and
experience to identify potential successors or add skills, experience
and diversity 1o the Board.

The Chatrman undertakes an annual evaluation with each director
to affirmn their skills and experience and to inform succession
planning and ongoing development needs. Having reviewed

their performances, the Board recommends thar all directors

are reappointed at the AGM.

Each non-executive director is consilered to be independent in
accordance with the Code

Details of the directors can be found on pages 70 to 72.

Board appointments and retirements
Name Appointed

Retired

Kal Atwal 17 January 2020

Sally Bridgelang
Dariel Cazeaux
Baroness Davidson
fan Dilks

Shirley Garreod
Jane Guyett
Tracey Graham
Barry O Dwyer
Kewvin FParry

Mark Renr.son
lim | ackey
Navict Weymotth

14 Januaty 2015

22 September 2020
8 Jure 2021

14 November 2014
10 December 2020
4 August 7021

10 Maich 2013

8 January 2020

19 Mareh 2019

75 September 2020
& April 2020

CJuly 2012

? June 2C21
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Board meetings and meeting attendance

The Board mert seven umnes during the year. Addidonally, several

ad hoc mecetings were held 1o deal with matters that arose berween
scheduled meerings; these typically related to projects Directors
are required to attend all mectings of the Board and the Committees
they serve on, and 1o devote enough time to the Group to perform
their duries.

The Board held its meetings virtually wuti] the Covid-19 pandemic
lockdown restrictions were eased on 19 July 2021 The table below
shows the total number of scheduled meetings held for the Board,
together with the number of meetings each director attended.

Board meeting attendance

Chairman

Kewvin Parry 777
Executive directors

Barry O Dwyer 167
Daniel Cazeaux 77!
Non-executive directars

Kal Atwal 77
Saily Bridgeland 77
Baroness Davidson 474
ian Dilkks I
Shwrley Garrood g
Jare Guyett A/
Tracey Graham 7/
Mark Rerrison 7
Tirr Tackey 777
David Weymouth 373

Director induction, learning and development

The Chairman, supported by the Company Secretary, is

responsible for arranging a comprehensive preparation and
inducrtion programme for all new directors. The programme takes
their background knowledge and experience into account. Where

a director jotns a commuttee, the programme includes an induction
to that committee. The induction programme includes meetings
with the Group Executive teamn and other key stakeholiders to help
understand Royal London’s strategy, business operations, risk profile
and governance structures as well as its culture and values,

The Board held a number of development sessions during the
year, covering topics such as operational resilience, Internal
Model updates and diversity and inclusion.

The Board proactively considers environmental, social and
governance imperanves across its work, not just in meeting

its Section 172 responsibilitics but as a formative clement of 1ts
Purpose and to add value in the delivery of its strategic ambitions.

7
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Corporate governance statement continued

Board committees

The Board has established committees, as set our on page 75, with
delegated authority te consider and make recommendations to the
Board on important 1ssues of policy and governance. This statcment
includes annual reports from the Chairs of the Audit Committee,

the Investment Committee, the Nominations ahd Governance
Committee, the Risk and Capital Commuttee and the With-Profits
Committee. The report on the responsibilities and activities of the
Remuneration Commirtee can be found in the Directors’
remuneration report on pages 98 to 118

The Board has also established the following cormumittees:

* The Independent Governance Committee (IGC) is an
independent committee that does not report 1o the Board, and
has responsibilities ser our in regulation 1o assess whether the
Group is providing value for money for its workplace pension
policyholders. The 1GC holds full meetings at least every quarter,
with additional workshops and interim meetings to progress
specific projects as required dunng the year

As well as assessing the ongoing value for money delivered

to relevant policyholders, the IGC reviews (i) the adecquacy of
Royal London's policy in relation to environmenial, social and
gavernance (ESG) and stewardship (i) pathway investments cn
an ongoing basis and (i) the publicatton of adminisiratien charges
and transaction costs,

In accordance with the requirements of COBS and the

IGC rerms of refercnce, the Commirttee has a majority of
independent members, including an independent chair. The
Commitee comprises four independent members and two
non-independent members.

» The Disclosure Committee, which met seven times during the
year (o review announcenients and the publication of sensitive
information, financial informartion and regulatory information.
Memberstup includes the Chairman, Group Chief Executive,
Group Chief Financial Qfficer and Group Chief Risk Officer

¢ The Board Recovery Plan Commnittee will anly meet if required
to recover capital and liquidity stability in stressed scenarios for
the protection of customers, Membership includes the Chairman,
Group Chief Executive, Group Chicf Financial Officer and the
Chairs of the Audit Committee and Risk and Capital Cormmittee.
The Board Recovery Plan Committee did not meet during
the yoar

Each Committee operates as part of the governance framework
within its tetms of reference, as approved by the Board

on recommendaton from the Nomnatuons and Governance
Commuttee. Terms of reference are available on royallondon com
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Board evaluation and Committee effectiveness

An evaluaton of the Board and its Conunittecs, individual directors
and the Chairman is carried out annually. The 2021 effectivencess
review was carried out internally as the final year of the review
cycle. The 2022 effectiveness review will be externally facilitated.

Board and Committee review cycle

Financial year end 2019

Externally facilitated review

Financial year end 2020

Internal review

Financial year end 2021 :
Internal review {




Internal review
The 2020 evaluation highlighted the following'

Recommendation made

P-rc;g-ress in 2021

ltem

Strategy Anticipate evolution of the iife and pensions market, arc The Board undertook a full strateaic review of the evolution of Royal
and identfy sustainable sources of growth to meet business London's strateqy. marke's and the competive landscape to ensure
business plan sspratons with focus on customrer ana brand ahgrment to its Purpose.

drivers strategies and i1 challenges.

Responsible  Review Irvestment Phiosophy, strategic direction

nvestment  and Purpose. to ensure a clear, consistent view on
responsible investment

Group Imerove the nteraction across the Board as it welcomes

cuilture a number of new directors.

Board and  Deve opment of a seniar executive programme to ensure

commitiee  Board presentations and papers are focused with greater

reporting nsight and appropriately detaled cata oonts

The Board reviewed and approved an update of its Investment Phiasophy
and oehels with further changes arising from ts resporsibie irvestment
and ciirmate change programme and ambiticn During the year the Boarc
had a spec fic focus o respansible nvestment targets which were
approved during i1s strategic review.,

The Board undertack developmert sessions together to gan a common
understanding of imporiant asnects of the Group s cuture and operaticns
These mc.uded sessiors on diversity and inclusion, the newly mp'errerted
operating model anc taxation prneples and pahcy in addiben both the
Board and Aucit Comm tiee reviewed an extensive assessrent of culture
within the Group I ine with the gradual reaxanon of Cowa19 restrictions,
the Boarca also increased the cpportunties for face-to-face imteraction.

Serior executives presenting 1o the Board and its Committees were
provided with 2 programme of traiming and guidance to assist with the
preparanon and deiivery of focused and talarced reports.

The Board receives a report from the Chair of each Committee on the key issues considered at their recent meetings, including decisions
made and any recommendations on matters reserved for Board approval.

The 2021 evaluation concluded that the Board operated cffectvely with a good culturc.

The Board and its Committees continue to operate effcctively, with a high degree of accountability to members and a high standard of
governance and compliance work. New directors brought critical skills and Board dynamics were good, despite the continued limits placed
on face-to-face meetings by the Covid-19 pandemic. The evaluation made several recommendations to sustain and imiprove the effectiveness
of the Board and its Commirtees including to cnsure the effecaive assimilation of new directors, enhancernents in the Board training programme to

mainzain and evolve Board skills and competencies and 1o maintain the clear focus on the core strategic aspiradons and Royal London’s Purpose.

Actors

Issue Recommendation
Balance of  Board meetngs to increase time focused on siratege Where possble, Boara shouid have carler sight of evelving thinking
the Board opportunties to assist the executve 1IN the development  includng n relation 1o business plans.
agenda of the Group strategy prior to ts annual approval
Commtiee chars should approve written reports to the Board, and

Ensure writen updates from Board Committees chars oral undates should provide additional context wherce they

are enhanced with oral feedback on difficult and consider this 1s necessary

complex matters
Board Traning s well receved and welcorre but would benefit Develop a structurec aporoach to arnual educaton and trarnng
educaton from more structure and planning programmes that recognises the inherert skills and knowledge of the
and traning Board and helgs to enkance and develop further relevant skills sets
New Ways  Align with the business and adopt new ways of working A protocot shoud be developee to ad consistency and planring around
of workng  when agvantageous. Use shoule be made of virtuai use of virtual meetings

Committee meetings.

Develop executive trainng and guidelines for preparation arg early
pre-meeting review of Board presentations with appropnate Directors

In addrtion, the Beard agreed high-level obyectives for 2022, winch include

= A contining proactive and selective M&A strategy to strengthen al
and customers;

« Development of its strategy for later life requirements of customers

« Increasing digital service provision.

+ Increased digitalisation of pension services.

nd enhance the delivery of the benefits of mutuality to members

The Board remains committed to continually momtoring and improving its performance
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Section 172

Section 172

Each of the directers is mindful of their duties under section 172 of the Companies Act 2006, to run Royal T.ondon for the benefit of its ,
mernbers, and in dotng so, to have regard to the long-term tmpact of any decisions on stakeholder relationships and to the mpact of its
acrivities on wider society and the environment.

Our section 172 statement is on page 9. The Board recognises that the long-term success of our business is dependent on the way it interacts
with a large number of stakeholders. The table below shows how, during 2021. the Board considered the matters set out in secuion 172 and

engaged with i1s largest stakeholder groups.

Members and customers

Why do they matter to us?

Royal tondon is consttuted by and for

its rmembers,

How do we engage with them/understand
their views?

In ight of Government Cowvid 19 guidance at
the time, our AGM was reld n a hyor d format.
with memoers invited o attend wirtually and
encouraged (o ask guestions of the Baard.
What do they tell us?

Customers expect the best companies to
use thor resowrces to demonstrate what
they stand for, ratner tran simoly promotng
theirr brands,

Our colleagues

We also see a customer demand for seamiess
digital experiences when using ouwr products
ard sysiems

How does that engagement support/

help to shape the Board's decisions?

Given the aeceleration of digta opporturites
n corrmerce, emphasisec in the challanges
brought avout durng the Covid-18 pandermic
our customers petaviours and needs have
avolved We have responded oy embedding
anew operat-g maodel with prochucts and services
that respond directly to give them the orotection
they neet through different ife stages. anc that can
pe celiverec as our customers wart and need
them theough o ongoirg nvesiment n e
gt sation of our processes

We are aiso developing a new customer
experience framework and methocalogy,
wnich cenlres on cur ambtion 1o support
custamers by defryng and dedavering Intuitive,
maodern and purposefu customer joumeys
Cur irvestment in digiral techrologies wil!
faciitate effic-ent and smaooth custor or '
access o *hose customer journeys.

Ihe acquisiion of Wea th Wizards should
enabre Royal Londor and 1ts partrers to
provide guidarce and advice more broacly
¢ customers n the UK, imoroving custamer
outcomes and wider engagernent.

Read more on pages 22 and 23

Why do they matter to us?

Our coleagues have bull Roya London and
sustair (15 values.

How do we engage with them/understand
their views?

fn 2027 1re Board heard fecdback rom our
caleagues trrougr receving cetaled analbysis
from the regular engagement surveys a~d
trar wider forums and also directly when
norn-execulve direciors fed Town:lal’
meengs. he Colleague Representative
Forum. Culture Pod and four colleague-led
nelus 0N networks aisc provided

robust Insight.

Society and communities

What do they tell us?

With excedent partiopation rates in our
engagement surveys arc consicerabe
ndnduat verbatm comments from
colleagues the directors neard fecdnack

o a wide range of ropics, highlighting aur
strengths and where we can continue to
comote to support them Over 2021, our
colleagues told Ls they warted more support
on trer orofessional growth anc learming
ncluding career paths acress Reyal { ordor
and cortinues support for therm as we embed
our hybiric ways of workimg ta ensure they
remain able ard empowered to iImprove therr
skilis o help us meet cur st ategic asprations
and Purpase

How does that engagement support/help
to shape the Board's decision?

Our People Commitments have been at tme
forefront of tre Board s strategic oversight ard
deaision making. parteularly as our ways of
working and the ungaing cdigita! transformation
of our processes Fave evalved to mect our
custamers needs and will contnue watr 3
year of buicing erpowered earnng for
professionat development and cortinued
focus on diversity and inclus on

Read more on pages 23 to 25

Why do they matter to us?

Royal | ondor 1s committed 1o giving vack

to sceiely a~d makng & positve contrbution
to commynities,

How do we engage with them/understand
their views?

The Socal Impact team undertaxes a
cortnuous engagement process 1o 1Identtfy
charties anc wicer soc etal stakerclce s and
s~ares relevant informaten with the Board

As part of our Purpose and strategy and Board
ergagemen: sessions n 2021, the 3card were
proviced wite col ated «~owiegge and nsight
on soc etal and emvironmenta sswes and

chalenges. from pariners inciuc ng Turn2us
Cur SOCIA ERTEFDHISE ParTTers anc mary oiners.

What do they tell us?

Trere are growng shifts towarcs nelus ve
stakeralcer capitalism scarking o.blc
orivate and regu atery col aberation to
acdress societal Issues

How does that engagement support/
help to shape the Board's decision?

Tee Soe al lvpact team continued o engage
wit aur crarity parmers throughout the
Covd-"Oparcemic arc acy.sted our
support ta eet ther changing necds
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Our social impact kunding aoproacn enables
us 1o dentfy the ~elevant societal area to
suoport, wrich s financ.al vulrerability ane
reshence arc e shocks and algrs o ane of
our ESG engagement themes which s 'socal
arc financia inclusion’

Roya! Loncon contirues e grow and take

pr de i e taunch of our flagshio chanty
pregrame with TunZus.

We puplished 2 bock which s available to
charres ~—embers. customers and wder
staxeholders as part of our " Hew 1o Die Well'
campaign - which focusses an heleirg peopic
dea! with Ife shocks,

Read more on pages 26 1o 28



Financial advisers

Why do they matter to us?

Financial advisers provide expert gudance
and advice ta help customers ensure they
make sound financial decisions

How do we engage with them/
understand their views?

We are i regular commur-caton with
IFAs and carry out frequent adwiser
research to engage with the adviser
landscape and trends.

What do they tell us?
Royal London offers extens.ve adviser

Other key areas of consideration

How we invest for the long term

The Board undertakes a robust review

and challenge of the Group's strategy and
assumptions, in garticular through the use of
stress and scenano testng. The Beard also
receves regular updates from relevant
functions and committees.

Read more oh pages 82 to 97

Regulatory Considerations
Regulation plavs a cniucal role i society
andegulatory carmplance helps protect
olr vusiness. colleagues, members

and customersg

Suppliers

The relaticnship wath our suppliers and the
resiience of our supply chain are essential to
drive better value for our business and ensure
aur colleagues and systems car function
effectively for our members and custormers

The acouls ion of Wealth Wizards is a strategic
rrave which ernhances our digitaily-erabled
gudanice and acvice capabilities to grovide
cetter support for our customers and acvisers

support, ncluding a range of adviser tools anc
calculators. ongong professional development
resources and market updates.

the acquis.tion of Wealth Wzards has been
positively receivec by IFAs. We will use technclogy to help scale the
orovisior of impartial acwice and offer

~ign-guality serutions that mean financial

advisers are conficen: to recommend uJs.

How does that engagement support/

help to shape the Board's decision?

The perefits to advisers and wider
stakeholders were a driver in the acquisition
of Wealth Wizards. inciuding the acceleration
of digiisation of back-uffice processes and
automauon of part of the financial advice process.

Read more on pages 28 and 29

The Board approved the Busmess Plan which sets out the ochjectives for our business in both the
short and medium term, including the financial targets for the Groug and the expected level of
capral coverage The Business Plan alse embec!s the support and investment required tc meet
ooth our cvmate and responsble nvestment targets.

Tre Roard approved the responsible investment st-ategy. Responsiole investrert s a cnucal
focus area ‘or the business Royal London's asset management arm, Royal London Asset
Management, has a responsible nvestment strategy which covers stewardshp and ESG
ntegrahon. This includes bulding an ESG casnboard and having £8G analysis integrated into
rnvestment procaesses.

Royal Londan 1s commiited to achieving net zero by 2060 across our investment portfolio

Hy 2030, we are arring to reduce carbon-equivalent emissions frem our portfoiio by 50%

Our approach to addressing climate change and the bas.s and assumptions cn which our
targets have been set is explaned or pages 30 tc 40. Our near-term targets {2075 will guade
orgarmsational activity to manage and mitgate chmate nsks and invest in climate solutions to
ncrease the lkelihood of achieving the goals of the Pans Agreement.

The Yoard approvec aur Investment Phlosopny which exglicity corsiders clmate-related
aspects. and makes explict both our stewardshyp responsibrites and tre need to mcorporate
CSG lactors into 2l fures ta realise our ambitons of beng responsible nwvestors.

Ihe Board recogruses regulatory mpacts in ts des oremaking
The Board 1s updated on key ~egulatory developments and plays ar actsve role in the business
responses to reguatory bodies including the following: Prudential Reguiztion Authonty Financial
Conduct Autnonty, Cenral Bank of rela~d, HMRC, and Dear Board/Group CEO letters.

The s« and Caoital Committee of the Board has oversignt and approval of outsourcing and
supphier maragement and procuremert policies and receives regular reporting on suppher

relatonships Royal London s a sigratary ta the Prompt Payment Code, wh.ch recogruses a
commitrment to ensure crompl scttfement of supplier Invoices.
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Board Committee reports

Audit Committee

“The significant matters
considered by the Committee
included the key assumptions
and judgements supporting
the Group’s UK GAAP and
Solvency Il reporting, the
Group’s climate-related
financial disclosures, and

various matters raised by
Group Internal Audit.”

i - -

Tim Tookey
Chan ol the sadie Conenittee

Committee membership

Meeting

82  Royal London Group | Annual Report and Accounts 2021

Dear member

As Chair of the Audit Commuttee (the Committes), T am pleased
1o present its report [or the year ended 31 December 2021

The Committee has a central role in maintaining and challenging
the quality of the Group's financial and regulatory reporting and
overseemg financral controls. We also have oversight of the
external and internal auditors, and monitor their objectvity

and independence.

The significant matters considered by the Committee included:

the key assumptions and judgements supporting the Group's

UK GAAP and Solvency Il reportng, including the change n the
valuation of in-force anmiity business resiltng from the use of the
Matching Adjustment rate, as well as the accounting treatment
of the consolidation of closed funds into the Royal London

Main Fund;

the Group's climate-related financial disclosures resulting from
the Task Force on Climate-Related Financtal Disclosures (TCFD)
recommendatens, and

various matters raised by Group Internal Audit. These matters are
set out later in this repaort, together with the key activites during
the year.

1 am pleased to say that the Committee was closely involved
throughout the year in overseeing the Group's control environment
and ensuring that the assumptions it uses to report its financial
performance and capital strength remained sound.

Royal London responded to the Depariment for Business, Energy
and Industry Strategy (BEIS) consultation on restoring trust in audit
and corporate governance Whilst the future is not yer clear, the
Committee held discussions during 2021 on the direction of travel.

T would hke to thank the members of the Comnmittee and the
executives supporting it for their diligence and hard work during
this year.

Tim Tookey
Chair of the Audit Commirtee



Purpose and role of the Audit Committee

The purpose and rele of the Committee is to support the Board
and the Group's subsidiarics in overseeing financial and regulatory
reporting, financial controls, internal and external audit, treasury
operations, actuarial operations and tax policy.

The Committee's main responsibilines include

menitoring the content, integrity and quality of the Annual
Report and Accounts and announcements relating to the
financial performance of the Group.

reviewing accounting matters requiring the exercise of
judgement, including the valuation of actuarial liabilities for
statutory and regulatory reporting;

reviewng the valuation of assets and, in particular, areas of
vafuation ung¢ertatnty:

monitoring and reviewing the effectiveness of the Group's
internal controls over financial reporting,

reviewing the effectiveness of Group Internal Audit (GIA) and its
reports on an ongoing basis; and

overseeing the relationship with the external auditor, including
assessing its independence and objectivity, monitoring and
approving non-audit services in accordance with the Group's
policy. agreeing the external audit fee, and recommending the
appointment of external auditors to the Board.

The Committee assists and reports to the Board on the above
matters, identifying any issues that it considers require action
ar improvement, and makes recommendations to the Board for
approval as required by its torms of refercnee.

The Chair of the Committee attends the AGM, where members are
able to ask questions regarding all aspects of the Committec’s role
and 1ts work

The responsiblities of the Committee are set our in its terms
of reference and reviewed annually. They are available on
royaliondon.com.

Committee membership

The Committee comprises solely of independent non-cxecutive
directors. The Board is satisfied that all members of the Committee
have recent and relevant financial experience. The Board is also
satisfied that, when considered as a whole, the Committee has
competence relevant to the sector in whrch the Group operates.
The qualifications and experience of each member of the Committee
are included m their brographies on pages 70 to 72.

The Committee members have received training during the year, in
line with that provided to the Board, as set out on page 77, in order
to keep their skills current and relevant.

The Committee held seven scheduled meetings during 2021,
including a joint meeting with the Risk and Capital Comrnittee to
review and approve the combined assurance plan of the Group
Internal Audit and Risk and Compliance functions The joint meeting
cnsured that the two committees continue to operate effectively
togcether on arcas of adjacent responsibility, and in cases where
either of the comrmittees is required to collaborate on, or assume
responsibility for, a review conducted by the other.

The Committee meetings were attended by the Chatrman of the
Board, Kevin Parry, the executive directors and appropriate
members of senior management, including the Group Chief Audit
Officer. The external auditors PricewaterhouseCoopers LLP (Pw()
also attended Committee meetings.

The Committee meets privately and separately on a regular basis
with PwC, the Group Chicef Audu Officer and senior management
These meetings address the level of co-operation and adequacy of
resources, and provide an oppertunity for participants to raise any
concerns directly with the Committee.

Areas of focus and significant matters considered by
the Committee

The Committee has a number of standing agenda itermns it considers
cach year, which affect the Group's Annual Report and Accounts,
interim and full-year results, policies, financial risks, internal control
matters, regulatory reporting and external audit. In addition, each
year the Committee focuses on a number of operational matters.
The following text highlights significamt matters considered by the
Comrmittee, and the actions taken.

Review of the Group's Annual Report and Accounts and interim and
full-year resuits

» The Committee reviewed and challenged the Group'’s Annual
Report and Accounts and 202 Full-Year Results Announcerent.
The Committec considered the presentation of the Annual Report
and Accounts and, in particular, whether the Annual Report and
Accounts as a whole were fair, balanced and understandable.
The Committee also reviewed and challenged the Group's
Interimn Results Announcement covering the six months ended

30 June 2021.

The Committee recommended to the Board for approval the 2021
interim and 2021 full-year results.

Financial reporting
» The Committee reviewed the Group's UK GAAP accounting
policies and confirmed they were appropriate 10 use in the
financtial statements. It considered the additional policy
required in relation to investments in associates that resulted
from the investment in Responsible [ife and Responsible Lending.
« The Comnuttee considered the climate change disclosures set out
in the Annual Report and Accounts to ensure that they presented
fairly the Group's strateqy. governancce artangetnents and climate
risk management as well as the metrics used by management to
report climate change impacts.
The Committee reviewed the Group's revised segmental
reporting disclosures and the description of the new reporting
segments set out in note 2 to the financial statcments.

Alternative performance measures (APMs)

« The Committee continues to consider that certain non-GAAP
measures, such as operating profit, aid an understanding of the
Group’s results.

» The Committee reviewed and approved the changes made to
the format of presenting income and expenses within the Group’s
operating profit and the descripnon of these changes as set cut in
note 2 to the financial statements.
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Board Committee reports continued

Going concern assumption and the Jonger-term viability statement
{the Statement)

The Committee reviewed and challenged the principles
underpinning the Statement for 202! and concluded that Royal
London and its subsidiaries will be able (o continue 1n operation
and meet their habilities as they become due.

The Committee confirmed the appropriateness of a three-year
assessment period for the longer-term viability statement.

The Committee reviewed the Group's assessment of viability
over a periad greater than 12 months. In assessing viability, the
Committee considered the Group's position presented in the
budget and Business Plan recently approved by the Board.

The Comrmittee reviewed and challenged the principles
underpinning the Stawment for 2021 and concluded that Royal
[.ondon and its subsidiaries will be able to centinue in operation
and mect their liabilities as they become due The Committee
considered information on the risks to the Group's hquidity and
capital when making this assessment.

Key assumptions and judgements

84

The Committee reviewed the key assumptions and judgements
supporting the Group’s UK GAAP results, including those made in
valuing the Group's investments, the carrying value of intangible
assets, the acquisition of Wealth Wizards and investments in
Responsible Lafe and Responsible 1ending, the accounting for the
consolidation of closed funds into the Royal [.ondon Mam Fund,
1he appropriateness ol accounting provisions and the valuation

of the Group's defined benefit pension schemes.

Valuation of investments - the Committee recaved information
on the carrying value of invesunents in the Group's balance sheet,
including information on how those vatues were calculated for
those investments which require more judgement. The Commitiee
satisfied itself that overall investments were valued appropriately.
Intangible assets - the Commitige considered the assessments
made in relation to the carrying value of intangible asset balances.
The Committee recerved a detailed report from management
outlining the valuation methodology, the basis for key assumptions
and the key drivers of the cash flow forecasts The Commitiee
was satisficd that there was no tmpairment of the Group's
mrangibles at 31 December 2021

Consolidation of closed funds into the Royal London Main
Fund - the Committec considered the accounung treatment for
the consolidation of four closed funds into the Royal I.ondon Main
Fund and the associated repaorting of the impact of this activity 1n
the Group's UK GAAP results,

Business combinations - the Commuttee reviewed the
accounting treatment for the acquisition of Wealth Wizards. It
also considered the assessment by management that the Company
exerts significant influence over Responsible [ ife and Responsible
Lending and the methedolegy used to account for these
investments in the Group and Company financial statements
Provisions - the Committee considered management's assessment
of the provisions required and was satisfied thart the provisions
were appropriate,

Pension scheme liability valuations - the Committee reviewed
the actuarial assumptions such as discount rate, inflation rate,
expected return on scheme assets and mortality, which determine
the pension cost and the valuation of the Group’s defined benelit
pension schemes, and concluded that they were appropriate.
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Long-term business liability valuations - methodclogy and
assumption recommendations

The Committee considered the actuanal methods and
assumptions for the year ended 31 December 2021 for UK
GAAP and annual Solvency [l reporting The main assumption
changes for 2021 were:

per pohicy unit cost expenses, and 1n parccular, ncreases

for our Individual Pensions product, as well as an ad-hoc
provision for the temporary dual-running of our pensions
administration platform;

mortality and longevity, with particular consideration of the
uncertainty of future experience in both the short-term and
longer-term, as a result of Covid-19,

persistency, nchuding consideration of the long-term
uncertainty around Workplace Pension premium-cessation

and withdrawal rates, dnven by changing employment patterns
after the pandemic; and

guaranteed annuity option (GAO) take-up assurmptions, including
the consideration of take-up rates after normal retirement age

The Committee reviewed and challenged the Group's

UK GAAP long-term husiness actuarial liability valuation as at

31 December 2021, including the methodology used to calculate
the discount rate used to value the Group’s annuitant tiabiliues
The Committee reviewed and challenged the Solvency [T Internal
Model technical provisions as at 31 December 2021, including
valuation of own funds, capital requirernent and the recalculation
of the Transiticnal Measure on Technical Provisions (TMTP),
Review of technical provisions by the Committee also included
review and challenge of the calculation of the Matching
Adjustment rate, following regulatory approval to use this

in respect of the valuation of in-force annuity business.

Annual Solvency Il regulatory reporting

The Committee reviewed the Single Group Solvency and
Financial Condition Report and the Regular Supervisory Report -
Changes Report for the year ended 31 December 2020, and
recommended them to the Board for approval

Internal control and external audit

The Committce considered regular reports from PwC and the
Financial Control Oversight team on the effectiveness of the
Group's control environment. The Comrnittee also considered
updates on how the Financial Reporting Data and Controls
Framework (FRDCF) was being embedded across the Group,
including assessment of outstanding control deficiencies and
progress of projects such as the rationalisation of key controls
and spreadsheet usage.

Additionally, the Committee reviewed quarterly reports

from GIA. Thesc included internal audit reports from the Capita
Internal Audit function. The Committee approved the GIA annual
plan and the GIA charter, which sets out the purpose, activitics,
scope and responsibilities of GIA, and considered various issues
raised by GIA relating to application systems and servicing.
Regudar reports from PwC were reviewed by the Commictee
throughout 2021 These included moenitoring audit firm
ndependence and the level of nen-audit fees, and reviewing
the findings raised during audits and management’s responses
to those findings. The Committee also considered the annual
assessment of tming of the external audit tender




Other matters

+ The Committec considered financial reporting and corporate
governance developments including the BEIS consultation
on ‘Restoring rust in audit and corporate governance’.

= The Committee reviewed and approved policies covering
treasury and tax.

External audit

One of the Committec’s key responsibilities 1s oversight of the
relationship with PwC. The Committee reviewed and approved
Pw(’s terms of engagement [or the statutory audit and the audit fee.
The Senior Statutory Auditor 1s Tom Robb, who is completing his
fifth audit as the lead audit partner.

External auditor independence and non-audit services

In order to safeguard the external auditor’s independence and
objectvity, the Group has in place a policy setting out the non-
audit services that can be provided by the external auditor, which
complies with the auditor independence requirements set out in the
FRC's Revised Ethical Standard.

‘The policy regulates the appointment of former external auditor
employees to all senior pesitions in the Group, and sets out the
approach to be taken by the Group when selecting PwC to
perform non-audit services. The policy specifies non-audit

services provided by the external auditor that are permitted or
prohibited and requires all non-audit services to be approved

by the Committee following a detailed assessment of the nature of
the service, availability of alternative suppliers and implications for
auditor independence,

Pw( has reviewed its own independence in line with these criteria
and s own ethical guidance standards Following the review, PwC
has confirmed 1o the Commuttee that itis sausfied that it has acted in
accordance with relevant requlatory and professional requirements,
and that its objectivity is not impaired. Having considered compliance
with our policy and the fees paid to PwC, the Committee s satisfied
as to the continued independence and objectivity of Pw(.

Audit and non-audit fees

In line with regulations, the Group is required to cap the level of
non-agudit fees paid 1o PwC at 70% of the average audit fees paid
in the previous three consecutive financial years.

In 2021, the Group paid PwC £5.5m for audit, audit-related and
other assurance services (2020: £5.3m), including £0 4m (2020:
£0 4m) of Solvency 1T audit fees. In addition, Pwi{_ was paid

E0.1m (2020: £0.1m) for other non-audit services, resulting in total
fees to PwC of £5.6m (2020: £5.4m). The ratio of non-audit fees to
audit and audit-related assurance fees is 16% for the Group and 17%
lor the Company. Further dctails are provided in note 8 to the
financial statements. The Committee approved the appointmernt

of PwC to perform these non-audit services in accordance with
the Group's policy

Effectiveness of PwC

To assess the effectiveness of PwC, the Commirttee conducts an
annual review of Pw( through complenon of a questionnaire by
senior management across the Group, members of the Group's
finance community and members of the Cornmittee.

The guestonnaire seeks opinions on the importance of certain
criteria and the performance of the auditor agamst those criteria.
The evaluaticn is managed by GIA. The results of the questionnaire,

the FRC’s annual Audit Quality Inspection Report and other FRC
guidance were considered by the Committee. The Committee
concluded that PwC continued to perform a high-quality and
effective audit, and provided objective and independent challenge
10 management

External audit tender

The external audit was last put out to competitive tender in 200Q.
when the present auditer PwC was appointed. The external audit
firm is requured to rotate the audit partner responsible for the Group
audit every five years. The Committee revicwed the process (¢
select Lee Clarke to replace Tom Robb as lead PwC audit partner
for their 2022 audit, including interviewing potential candidares,
and validated that he had the requisite skills and experience.

The Committee acknowledges the provisions contamed in the UK
Corporate Governance Code in respect of audit tendering, along
with legislation on mandatory audit rotation and audit tendering.
In conformance with thesc requirements and the transitional
arrangements granted when the changes came into effect on

16 Junc 2014, Royal London is required to change its auditor by
the 2024 year cnd. Thereafter the audit will be purt out o tender
at least every ten years.

The Committee considers the need to re-tender the external audit on
an annual basis. Following a review in June 2020. it concluded there
was nothing in the performance of the auditor that required such a
tender for the 2021 year end. [n june 2021, the Committee approved
holding an audit tender process in 2022 which will lead to the
appointment of a new auditor effecuve for the 2024 year end.

Financial reporting

The Committee reviewed the content of the 2021 Annual Report
and Accounts (Annual Report) and it reported to the Board that the
Committee considered the Annual Report, taken as a whole, to be
fair, balanced and understandable. In making this assessment, the
Commitree considered in particular the APMs and segmental
reporting disclosed in the Annual Report. It alse considered the
matters of focus set out in this report including the key areas of
assummptions and judgements. The Commuttee further believes that
the Annual Report provides the necessary information for members
to assess Royal London’s positon, performarnce, business mode!
and strategy.

Committee effectiveness

An exercise 1o review the effectiveness was led by the Company
Secretary. The conclusion of the 2021 review was positive and the
Board is satisfied that the Committec remains effective

L.ooking forward

The Committee will continue 1o focus on its oversight of the financial
reporting and internal controls of Royal Londen. The Committee
will also continue to work with the Risk and Capital Committee

1o ensure that the GIA and Risk and Compliance funciions have
appropriate and co-ordinated plans in place, and will monitor their
progress and implementation.

Although we are a mutual, we hold ourselves to high standards of
corporate governance in the broadest sense and as a Committee we
are following closely the various reviews that have taken place and
are in progress with respect to audit and corporate governance
reform, and will respond to any regulation, guidance and
recommendations following these reviews appropriately.
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Beard Committee reports continued

Nominations and Governance Committee

86

“Our Purpose of investing in
tomorrow ensures continued
focus on Board succession,
composition and overseeing
talent development to hire
and retain diverse and
capable leadership for
Royal London.”

Kevin Parry OBE
Char of the Nommagon

and Goverpance Comnttee

Committee membership

Member
Member

Member
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Dear member

As Chair of the Nominations and Governance Commitiee
(the Commitiee), [ am pleased to present its report for the year
ended 31 December 2021

The Committee’s key role 1s to acguire the night balance of skitls,
experience, opuuons and diversity of backgrounds so as to ensure
that the Board and senior management make informed decisions in
delivering against the Group's strategy. now and in the future

Board compositon and succession planning are at the forefront of
the Committee’s agenda. During the year, we welcomed two new,
independent non-exccutive dircctors ~ Baroness Davidson and
Jane Guyett CBE. These appointments recognise that diversity of
chought, experience and background brings broader perspectives,
fostering richer discussion and debate, Those characteristics
position the Board opumally to provide effective oversight and
guidance to managetnent in this period of dynamic change and
innovation. In addition, the Board is well positioned to ensure
effective succession on the Board and Committees for those
directors who will soon have served on the Board for the
maximur tenure of nine years.

ITan Dilks OBE became Senior Independent Director in July upon

the retirement of David Weymouth. In accordance with the UK
Corporale Gevernance Code, which states that at least half of the
Board (excluding the Chairman) should comprise independent
non-executive directors, our Board now duly comprises the
Chairman, two executive directors and mine non-executive directors.

‘We also appointed a new Company Secretary, John-Green Odada,
who will play an mmportant rele in advising and supporting the
Chairman and the Board on matters of corporate governance.

T thank the members of the Commuttee for their continued dedicauon
to the work of the Committee, especially in considering the sklls
and auributes the Board and sentor management require to meet the
anticipated opportunities and challenges that Royal London will {ace
in the coming years,

The adjustments made to ensure that Royal London operates a
coherent, efficient and cffective governance framework will
continue 1o be of benefit as we navigate both climate and
economuc challenges as well as the societal issues we encounter.
Royal London is a modern mutual and I am confident that the
expertise and perspectives thai the directors bring to the Board
and its Comrnitiees are those needed to continue our suceess.

W o

Kevin Parry OBE
Chair of the Nominauons and Governance Comrnittee



Purpose and role of the Nominations and

Governance Committee

The Committee's principal function is to ensure the Board and

senior executives are suitably qualified and experienced to deliver
long-term sustainable success for members and other stakeholders of
Royal London.

The Committee’s main responsibilities include:

reviewing fhe structure, size and composition (including the skalls,
knowledge and experience) of the Board. its Committees and the
Group Executive Committee;

nomunating for Board approval candidates to fill vacancies on the
Board, committees and Group subsidiarios;

undertaking succession planning for the Chairman of the Board.
exccutive directors and non-executive directors;

ensuring all directors commit sufficient time to the Group;
assessing the independence of non-executive directors; and
reviewing and approving the Group's corporate

governance framework.

The responsibilities of the Commitree are set out in its terms
of reference and reviewed annually. They are available on
royallondon.com.

Committee membership
The Committee comprises solely independent non-executive

directors and it held six scheduled and two ad-hoc meetings
during 2021

Areas of focus and significant matters considered by
the Committee

Following its review of the Board and Board Committees’ terms
of reference and those of key subsidiaries, together with the
refreshed profile and responsibilities of key senior management
roles, the Committee is confident that it has an efficient, effective
and coherent corporate governance framework.

The Committee has also undertaken significant activity in the year to
evolve the strength and diversity of 1ts non-executive and executive
capabilities as part of ongoing succession planning

Board and committee appointments

The success of the Group begins with a high-quality Board and
senior management team. With the changes made during the
year, the current composition of the Board and its Committees
remains appropriate.

The Board appointments process is designed to identify a diverse
and strong list of potential external and. where appropriate, internal
candidates that will complement the skills of the Board and bring a
diversity of views 1o the boardroom. Once the need for a successor
ar new appoinynent is 1dentified, an external facilitator, which docs
not have any vonnection to the Group or any of the directors, 1s
normally appaointed to conduct an extensive search and selection
process. The interview process involves meetings with the Chairman,
the Senior Independent Director and, where appropriate. the Group
Chief Fxecutive and other senior executives.

On recommendation of the Comrnittee, the Board welcomed two
new independent non-executive directors:

« Baroness Davidson was appointed as a non-executive director

m June and considerably strengthens the Board's insight on
societal matters, including diversity and inclusion and
governmental affairs.

Jane Guyett CBE joined Royal London in August as a non-
executive director, following an extensive search undertaken by
Korn Ferry. This appointment has added significant remuneration
and other people-related knowledge to the Group, along with
executive and significant financial services expericnce. It is
planned that, subject 10 regulatory approval, Jane Guyett will
succeed Tracey Graham ag Charr of the Remuncration Commuttee
mn 2022 when Tracey reaches the end of her nine-year tenure.

The Board is satisfied that each will make a significant contribution
1o its effectiveness. The biograplues on pages 70 to 72 summanse
the skills and experience of all directors and show the combination
of experience and knowledge across the Board.

Other appointments comprise:

+ Rebecca Hall was appointed as an independent member of the
With-Profits Committee on 10 June 2021 lollowing an open search
on LinkedIn. Rebecca is an actuary who specialises in insurance
company transformaton.

» Alison Jones was appointed as an independent member of the

With-Profits Committee on 10 June 2021 following an open

recruitment process, with the role adverused via the Royal

London website and LinkedIn. Alison is former General Counsel

at Equitable Life and, as a lawyer, brings a different dynamic to

the With-Profits Commitiee

Julie Russell was appotnted as an independent member of the

Independent Governance Committee on [ Novernber 2021

following an open recruitment process, with the role advertised

via the Royal L.ondon website and LinkedIn. Julie has extensive
experience (gained m senior executve roles) tn financial services
with a strong customer-crientated approach.

These appointments were undertaken in conjunction with the
Committee’s regular review and assessment of the Board's skills and
tenure individually, and of its effectiveness collectively, as several
current Board members move towards the end of therr tenure.

Chairman

The Chairman was independent on his appointment and the
Commirttee considers each ol the non-executive directors to be
independent in accordance with the criteria set out in the Code.

Executive management changes

» Asreported last year, Julie Scott joined Royal 1.ondon in

May 2021 as Chief Customer Cfficer - Decumulation, and

following the departure of Steven Murray, she became Chief

Commercial Cfficer. Jo Kite, an expericnced executive, returncd

1o work for the Group in the role of Chief Customer Officer. She

had previously worked with the Group before moving with the

sale of the Group's subsidiary [FDL to M&G.

Fallowing an external search, undertaken by AMS, a search partner

of the Group, John-Green Odada was appointed as Group Company

Secretary. He took up the role in February 2022,

= Hans Georgeson joined Roval London as Chief Fxecutive Officer
RIL.AM following Andrew Carter’s retirement

Royal London Group | Annual Report and Accounts 2021 a7

BIUBLLIDADS I



Board Committee reports continued

Group subsidiary board composition

The Committee considers the appointment of all directors
of subsidiarics.

In Ireland, Michael Cosgrave who had served as a non-executive
director of Roval Londoen Insurance DAC since its inception in
2019 left the Board o concentrate on his executive interests. Tom
RBrowne joined as an independent director and the Risk Committec
Chair. We were advised on Tom's recruitment by 360 Search,
which does not have any other connecton to the Group or any

of the directors. Mr Browne brings extensive financial services
and non-executive experience to the Board of Royal London
Insurance DAC.

Technology advisers

The Board and the Group Executive Commirttee deal with the
oversight of cyber, data management, technology and major
projects as part of their responsibihities. The rapid changes in
technology can have disruptive effects on the Group. Consequently,
a Technology Adwvisory Group has been consttuted to gain an
external perspective on significant new developments in technology
and innovation, and the impact on the Group in the medium and
long-term. It is composed of independent experts with non-exccutive
director representation,

Succession planning

The Cammittec reqularly reviews successton planning activides
and. in particular, the Committee discussed the future leadership
and talent needs of the Group. It has received reqular updates
during the year on executive succession, including deep dives
nto the alent and succession planning of the functions within the
Group. When considerng succession, the Committee identifics
both the 1alent available within the Group and the need for
external recrutment.

The Commuttee believes that nonrexecuuve directors should
generally stay in role no longer than nine years, in line with
the Code.
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Diversity and inclusion

The directors are committed 1o having a balanced Board which
recognises fully the benefits of diversity.

Diversity and inclusion were important considerations n the
appoinument processcs throughout the year. In the final selection
dectsion, all Board appoingnents were made on ment and relevant
experience, against the criteria identified by the Committee and
with regard to the benefits of diversity, including gender. We
engage with external executive search firms that are signatories to
the Executive Search Firms' Enhanced Valuntary Code of Conduct

As at 3 March 2022, the Board comprises the Chatrman, nine
independem non-executive directors and two executive directors.
‘The Board is made up of six men (50%) and six women (50%) (as at
4 March 2021 men 64%, women 36%).

The Comrnittee are determined to mncrease the number of waomen
working for the Group, particularly in senior exceutive positions As
a signatory to the Women in Finance Charter, we are continuing our
efforts to mect our gender diversity targets.

The Commitice are working to reduce our gender pay gaps,

which derive from women being under-repiresented in more senior
pasitions. Our Gender Pay Gap repott shows the gaps across our
business, outlines why we have these gaps and sets out what we are
doing 1o address them.

The Committee continue to seck rcliable demographic data about
our colleagues, including ethnicity Qur currem data suggests
that there may be an under-representauon of people from ethnic
backgrounds generally, which increases markedly at senior levels
within Royal Loendon. To address this, along with gender balance,
we have developed and implemented a diversity and inclusion
strategy for the periad from 2021 wo 2024,

Royat London ts fully committed to equality for all our employces,
applicants for employment and customers. OQur Equal Opportunities
Policy ensures that we follow a set of principles in all recruitment
and selection activity, including atrraction, transfers, promotion and
redundancy exercises, training and development activities, terms
and conditions and benefits, Qur aim is to provide customers with
unique and innovative solutions, which we can accomplish when
we maintain a diversity of views, experiences and opinions.

Incfusion 1s encouraged and supported through a senes of networks
as described on page 24 of this report You can find more about our
diversity and inclusion, in our Gender Pay Gap report.



Board evaluation and Committee effectiveness

The Code requires the Chairman to lead an annual Board review. Gender split: Board
Following the external review by Niall Fitzgerald KBE DSA in 2019,
the Board undertook internal reviews i 2020 and 2021

The action plan adopted in response to the 2019 review had,
through 2020, successfully addressed the key arcas of focus on
major infrastructure project oversight and governance and the
development of Board and senior executive [T expertise, knowledge
through recruitmenr and the support of st alegic thoughtleaders
from the technology sector. During 2021 the outcomes from the
2020 strategic review led ro continued investment in our response
to our customers’ evolving needs with two senior customer-focused
appointments and a new operating model focused on customer
needs through different life stages.

Following consideration of the findings of the 2021 effectiveness
review, there is clear consensus amorig the directors that the

Board operates with a good culture and works well. In the year
ahead the Board will spend a greater proportion of its meetings on
strategic issues, particularly future challenges and drivers of business
performance, and have early discussions on the executive’s evolving
thinking on these matters. All Board Commuttees are considered to
be working well and the detailed insight and advice these provide
the Board 1s welcomed.

Looking forward

Considerable progress has been made over the last two years in
terms of the composition of the Board. We intend to cortinue to
maintain its broad compaosition replacing retirees with appropriate
skillsets. Staristics on gender composiuon and other considerations
will vary from time to time burt are not intended to change

structurally over the mediumn-term

B Male 50%

M Female 50%
Gender split: GEC direct reports

B Male 52%

M Female 48%
Gender split: employees

B Male 53%

B Female 47%
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Board Committee reports continued

Risk and Capital Committee

“The Committee seeks to
identify and understand
current and emerging risks,
ensuring that these are
managed effectively so that
the Group operates within
risk appetite.”

Mark Rennisan
Chair of the Risk and Capital Committee

Committee membership
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Dear member

1 am delighted o present my first report as Chatr of the Risk

and Capiial Commirtee {the Commitiee), a role which I assumed in
June 2021. T would like to start by thanking my predecessor David
Weymouth for his valuable service and support until his retirement.
1 was fortunate to work alongside him for nine months as a member
of the Committee, making for a seamnless transition.

During the year, we also welcomed Sally Bridgeland as a new
member of the Committee. Sally is Chair of the With-Profits
Committee and has been an independent non-executive director of
the Company since 2015. As such, she brings a wealth of experience
and in-depth knowledge of the Company to the Committee.

T'he Comrnittee plays an important role in supporting the Board
and overseeing the management of risks facing the organisation.
During 2021, the Committee continued to focus on the impact of the
Covid-19 pandemc as well as maintaining strong oversight of other
key 11sk areas. Our activity included challenging management

on whether material risks to the Group are effectively managed
within risk appetite and reflected in the Internal Model, which is
our PRA-approved methad of calculating our solvency capital
requirement (SCR). This included consideraticn of the control
enviromment, operational resilience, financial crime, and matcrial
changce programmes.

The Commiittee also reviewed the risk management and compliance
work programme, as well as the Group's systerns for risk assessment,
internal control, and reporung

This report describes how the Committee fulfilled these responsibilitics
during 2021 More detail on the remit of the Comrmittee can be found in
its terms of reference. These are reviewed annually and can be found
on the Royal London website,

Irn 2Q21 there were further pandemic related challenges and
sustained uncertainty over future economic conditions, The
Committee has continued its focus o the resilience of the Group's
capital and liquidity position. This involved maintaining comphance
with prudential requrements and ensuring that the wider current
and emerging risk landscape is effectvely monnored and controlled
[ would like to thank my fellow Commitiee members for their
continued support and challenge duning this period.

o Kde—_

Mark Rennison
Chair of the Risk and Capital Committec



Purpose and role of the Risk and Capital Committee

The Committee supports the Board in managmg the Group's

risk and capital and in complying with prudential and conduct
regulatiens. The Committee provides advice, oversight, and
challenge 10 management on key risk matters, including longer-term
risks to the Group's strategy and emerging issues that could affect
furure performance.

The Committee oversees the work of the Group Executive Risk
Commuittee, which is rhe management comluitiee responstble tor risk
management across the Group. There is a separate sub-committee
which has provided detailed oversight of the Group’s IT programme
to enhance our digital capabilities for pension management.

Committee membership and proceedings

The Committee comprises five independent nor-executive dircctors
and held seven scheduled meetings during 2021, A joint meeting
with the Audit Committee was also convened to review and
approve the combined assurance plans of the Group Internal

Audit and Group Risk and Compliance funictions.

Commnittee meenngs are routinely attended by the Group Chief Risk
Officer, the Group Chief Audit Officer, the Group Chief Actuary.,
the Chairman of the Board, the execurive directors, appropriate
members of senior management and the external auditors.

Risk management framework

The Committee js also responsible for reviewing the effectiveness of

the Group's risk managerment systemn. As part of this, it

= approved and recommended 10 the Board updates to the Group
risk appetite framework This included the creation of a specific
risk appetite statement relating to climate change nisk;

» reviewed periodic risk and control self-assessment (RCSA)
attestations from management;

= reviewed the assurance plans of the Group Internal Audit and
Group Risk and Compliance functions and approved the risk and
compliance annual work pregramme; and

¢ approved a number of risk-related policics.

Areas of focus and significant matters considered

by the Committee

The Committee receives a report from the Group Chicef Risk
Officer at cach meeting and relevant senior managers are invited
to present on specific matters, such as compliance, financial
crime, and data protection. The Committee also benefits from
interactions with other Board Committecs, principally the Audit
and Remuneration Committees.

Key areas of focus in 2021 included: [nternal Model governance;
operational resilience (including cyber-related risks); climate change;
environmental, social and governance (ESG) 1ssues; the Group's

risk appetite and its own risk and solvency assessment (ORSA)

The Committee also has 4 rolling programme in place 1o review

and approve key risk-management-related policies.

Prudential risk, including Solvency Il and Internal Model
The Group maintains sufficient capital at all imes to deliver its
obligations to customers and to meet requlatory requirements. The
Committee approved the annual capital management plan and the
capital management framework and received quarterly updates

on the Group's overall capital position [n addition, the Committee
considered and challenged the Group's business plan. This included
consideration of the assumptions and projections, as well as whether
the plan supports the delivery of the Group's straregy.

During the year, the Committee reviewed a number of aspects of

prudenttal risk as required by the PRA. This included:

+ how the Internal Model is used m practice;

« the stress and scenario testing plan;

+ the Group’s ORSA and Solvency and Fmancial Condition
Report; and

» the Regular Supervisory Report

We also monitored the outcome of the PRA’'s Solvency 11

Quantitative Impact Study.
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Board Committee reports continued

Operational and conduct risk management

The Group actively manages risks that could affect our ability 1o
serve our customers and members, as well as risks which could
cause financial loss and reputational damage. Monitoring of these
risks is a key part of the Cornmittee’s role, through review of regular
risk reports and submissions focused on specific areas.

During the year, the Commisree considered the marters raised by
the Group Chief Risk Officer, whose report includes his view of the
Group's performance against the Board-approved risk appetite.
These reports focused on the control environment, the impact of
Cowid-19, progress on major change prograrmmes and the Group's
new operatmg model, Detailed updates were also provided to

the Commitiee on the progress of our operational resilience
programme, and reviews of material service providers and
important business services were completed.

Fair treatment of customers 1§ at the heart of the Group's strategy
and the Committec’s focus includes assessing how effectively
management mitigate risks to delivering good outcomes for
customers and members. The Group Chief Risk Officer's report
included specific consideration of these matiers.

The Money Laundering Reportng Officer and the Data Proteciion
Officer presented annual reports to the Contmnittes, These reports
updated the Comimiteee i the adequacy of uwernal policies and
procedures, and compliance with relevant regulation and legislation.

A full review of the Group’s whistleblowing process was also
completed at the request of the Committee with support from
Pratect, the whistleblowing charicy.
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Remuneration

The Commitiee's view of the Group's performance against the

agreed risk appetre is reported o the Remuneratdoen Committee

annually. The Remuneration Committee is invited to use this report '
to support its decisiorrmaking cn adjustments o senior leader

remuneration ,

Reports & accounts ;

The Commuttee reviewed and recommended to the Audit

Committee the risk statements and risk-related notes included in the

Annual Report and Accounts (Annual Report), and the Principal risks

and uncertainties disclosure for the Interim Results Announcement '
and Annual Report.

Committee effectiveness

A review of the effectiveness of all Board Committees is
conducted annually by the Board, fed by the Company Sccretary.
The conclusion of the Z0Z1 review was positive and the Board is
satisfied that the Committee remains effecdve.

Looking forward

The Commirtee will continue to focus on the key financial and
operating risks facing the Group, including sound maintenance of
the Internal Model and oversight of key strategic change mitatrves,
A particular facus of the Committee in the coming year will be

to manitor the impact of Covid-19 and the assoctated changoes in
customer behaviour. Further, as economic uncertainty contnues,
the Committee will maintain focus on promptly Wdentifying and
effecuively managing emerging risks.



With-Profits Committee

Committee has continued
to focus on its core role of
ensuring the fair treatment
of policyholders with an
entitlement to share in the
profits of the Group.”

Chiat of the Witli-Proficzs Comnutee

Committee membership

Daniel C Member

Jim Gallagher “Member

Dear member

As Chair of the With-Profits Committee {the ‘Committee™), [ am
pleased to present the Committee's report for the year ended
31 December 2021

Throughout 2021 the Comruttee has continued to focus on its

corc role of ensunny the fair wreaunent of policyholders wath an
entitlement 1o share in the profits of the Group., as well as advising
the Roard on matters impacting these with-profits policyholders, In
addition to our regular programme of work, the Comumittee has also
reviewed and supported a number of projects. Further details are
provided on page 95.

A significant area of focus for the Committee during 2021 has
been the continuatton of the Legacy Simplification programme.
This project is aimed at improving service, flexibility and certainty
of estate distribution for long-standing customers.

The Commirzee also worked closely with the Group prior te the
implementation of anmuty-writing capabilicy. This specifically
related to writing annuities in the Royal [.ondon Main Fund for
certain maturing Royal London (CIS) policyholders with a
Guaranteed Annuity Opticn and the Committee’s focus was
particularly on the pricing approach between the Royal London
{CIS) Fund and the Royal [.ondon Main Fund.

‘The Commitree has had a number of changes in membership during
202 further details are provided in the Cornrmittee membership
table alongside . [ would like to take this opportunity to welcome
Abson Jones and Rebeccea Hall both joined the Committec m June
this year and are alrcady making a significant contribution. I would
also like to thank Jim Gallagher who left the Committec when his
maximum tenure expired in June. Jim has been a knowledgeable and
committed independent member of the Committee since its inception
in 2012 and we wish him well for the future.

Sally Bridgeland
Chair of the With-Profits Committec
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Beoard Committee reports continued

Purpose and role of the With-Profits Committee

The Comrnitiee operates in accordance with the FCA's Conduct

of Business Sourcebook (COBS) section 20.5. The Committee's
principal function is w support and advise the Board on managing
with-profits funds, considering the interests and fair treatment of all
policyholders with an entitlement 1o share in the profits of the Group
(including wmiclinked ProfitShare policyholders).

The Comumittee's main respousibilities include:

advising the Board on how to allocate profits fairly by exercising

independent judgement and considering the interests of all

policyholders in the Royal l.ondon Group who are entitled to

a share in the profits of the Group:

providing an opinion on any martertal discretionary actions

with regards to with-profits funds, kaving taken into account

the opinion of the With-Profits Actuary;

assessing compliance with each with-profits fund's Principles

anidd Practices of Financial Management {PPEM),

* assessing investment performance reports and providing
oversight of the way in which with-profits funds are invested
and managed;

+ reviewing material communications and literature provided by

Royal London to with-profits policyholders to ensure they are

clear, fair and not misleading: and

assessmg whether the interests of with-profits palicyholders,

and the respective interests of different groups of with-profits

policyholders, are fairly reflected in the management of the funds

and i the PPFMs.
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The responsibilities of the Comrnittee are set out in its terms
of reference and reviewed annually. They are available on the Royal
[ondon website,

In accordance with the requirements of COBS and our terms of
reference the Committee has a majority of independent members.
At 31 December 2021 the Committee comprised four independent
members and twa non-independent members.

Other standing actendess ar Committee meetngs are the With-
Profits Actuary and Group Chief Actuary. The Committee was
pleased to welcome Anthony Lee to Committee meetings following
his appointment as Group Chief Actuary (replacing Shaun Cooper),
having received authorisation from the PRA int July 2021

The Commiteee held eight scheduled meetings during 2021 In
addirion 10 formal meenngs we also held a number of informal
briefing sessions ahead of gquarterly meetings, mduction sessions
for new members and a training session in November (specifically
focusing on the Group's strategy and developments in the

wider with-profits marker),



Significant matter How the matter was addressed by the Comrmittee
Legacy Simplification The Committee continued its focus on Royal London's Legacy Simplification Programme during the
programrne year. The programme aims 10 achieve improvements to service, flexibilivy and ccrrainty of estate

distribution for customers in Royal Londen's closed with-profits funds.

The Committee has worked with the project team on ‘waves 1 & 2" and was pleased to note the
policyholder support for the proposed consolidation of closed with-profits funds mto the Royal London
Main Fund. T'he first fund consolidation was successfully completed at the end of June 2021, and a
further three fund consolidations were successfully implemented, as scheduled. by 31 December 2021

The Committee has also focused on ‘wave 3’ (which covers a further two closed with-profits funds,
Liver and PLAL). In particular, having reviewed proposals related to the Royal Liver Sub fund in detail
and the associated court documentaton and policyholder communications, the Committee advised the
Royal London Board of its support for the appetite mailing being issued to relevant policyholders in
carly 2022 to gauge their interest in Royal London making a formal offer later in 2022

Annmtlcg Durmg 2021 the Group introduced annuity writing Capablhty mcludmg wntmg annuities in the Royal
London Main Fund for certain mawring Royal London (CIS) guaranteed annuity option policies. When
considering the proposals prior to tmplementation, the Committee focused particularly on the proposed
pricing approach between the Royal London (CI8) Fund and the Royal London Main Fund, with the aim
of ensuring fairness between different groups of with- proﬁls policyhoiders.

Investment performance and The Committee reviewed the investment perf ormance and investment strategy (including
Investment strategy developments n responsible investment, ESG matters and stewardship) for the various with-profits
funds and remained supportive of the approach being taken by RLAM and the wider-Group.

The Committee was consulted on a number of updates (o strategic asset allocations for with-profits
funds Changes focused on tmproving long-term customer outcomes and risk-adjusted returns.

Bonus r- rates and Thc Committee considercd and pro\nded recommendation to the Board on the ProfitShare and bonus

surrender values rates to be declared in respect of 2021, and awarded in 2022

leILVhD]deT t_ommumcauons The Committee considered reports on the qualny y of the service pr0v1ded o with proﬁ[s polu,yholders

complaints and service having regard to complaints and other measures. The Committee particularly focused on the support
provided to vulnerable customers and the progress being made n response to regulatory guidance in
this area.

Capital management " The Commitcee reviewed the fnancial and ¢ apndl mdnaqemem of the Gmup s with-p prnﬁts 1s funds on a

quarterly basis

Committee effectiveness

An exercise to review the effectiveness of all Roard Commirtees is conducted annually by the Board and led by the Chairman.
The conclusion of the 2021 review was that the Board operated effectively with a good culure.

In addition, the Committee conducted a separate effectiveness review at the end of 2021 and no matenal arcas for improvement
were identified.

Looking forward

The Committee will continue to focus on its key role of ensuring the fair treatument of with-profits policyholders. The Committee’s prioritics
for 2022 are expected to include the continued roll-out of the Legacy Simplification programme.
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Board Committee repoarts continued

Investment Committee

“During the year the
Committee reviewed
Royal London’s Investment
Philosophy and Beliefs,
augmenting these to
reflect renewed focus on
responsible investment,
stewardship and

engagement, and the Group's
climate change ambitions.”

fan Dilks GBE
Chian o dhie Tnvestioent Caomnmitice

Committee membership

Mermber
Mermn
o
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Dear member

As Chair of the Investment Committee {the Committee). [ am pleased
to present its report for the year ended 31 Deceraber 2021

2021 saw a strong recovery across developed and emerging
economies as global efforts to counter the impacts of the Covid-19
pandemic took effect This generally benefited inviesenent values
albeit with periods of volatility.

During the year the Committee reviewed Royal London's
Investment Philosophy and Beliefs. augmenting these to reflect

a rencwed focus on responsible investment, stewardship and
engagement and the Group's climate change ambitons. The
Committee also monitored the Group's climate change and
responsible investment programme and related initiatives, including
the transitioning of £23bn of indexed equities to reduce their carbon
footprint and the launch of new funds focused on clirnate and
sustainability objectuves

To support its ongong work 1o assess whether assets remained
appropriately mvested to meet the needs of the Group's members
and policyholders through this period, the Commitiee considered
clements of the Group’s tnvestment strategy and reviewed the
straregic asset allocations of 2 number of the Group’s portfclios.
The Committee considered the contribution to portfolio
performance from both strategic asset allocation and active
investment acuvity undertaken in the year The Committee also
reviewed and supperted new ipipatives including those relaung
to the Group's real estate investment strategy

At the beginning of the year the Committee oversaw an
independent review of the Group’s Investment Office (10). The IO
15 tasked with momntoring regulatory developrnents relevant o
invesiment matters, developing investment strategy and strategic
asset allocation and implementing these for the Group, including
overseeing the performance of Royal London Asset Management
and other asset managers. The Committee reviewed and supported
refinements to the [O’s operating model proposed by the Group
Investment Director, who joined the Group in May 202[,

T would like to thank my fellow Committee members for their
continued support and challenges during 2021

L
‘1//‘/;’ //;Td)
=

lan Dilks OBE
Chair of the Investment Committee



Purpose and role of the Investment Committee

The Committee s responsible for assisting the Board in
discharging its responsibilines regarding investment matgers,
including investment strategy, and in its oversight of the
investment assets of Royal London and its policyholders,
ncluding mvestunent performance.

The responsibihties of the Committec are set out in its terms of
reference, which arereviewed apnually. They are available on
royallondon com.

Committee membership

The Committee compriscs tw¢ independent non-executive directors,
an independent member and the Group Chicf Financial Ofticer.

The Committee held six meetings in 2021,

The Committee meetings were attended by the Chairman, the
Group Chiel Execunve, the Group Investment Director, the
[nvestment Strategy Director and the Group Chief Risk Officer.
Members of senior management also attended Committec meetings
at the invitatton of the Chair. In addition, the Committee draws on
the input of its advisers, Mercer.

Areas of focus and significant matters considered by

the Committee

The Committee has a number of standing agenda items it considers
each year.

In addition to its responsibility to oversee the investment
strategy, strategic asset allocation and investment performance
of the Group, the Committee has dedicated time to consider
responsible investment, stewardship and engagement and climate
change matiers.

The Group’s Investment Office, part of the Group Finance function,
provides the Committee with significant support 1o help it discharge
its responsibilities. The Investment Office makes recommendations
regarding the mvesument risk framework, nvestment Philosophy
and strategy: it also oversees strategic asset allocation reviews
linked to agreed risk appetites and investment constraints, and
monitors how agreed strategy has been implemented. It reviews
new fund launches and asset classes and oversees the investment
performance and aperational effectiveness of asset managers. It
produces quarterly reports and information for the Committee 1o
cnable it to fulfil 1ts dutics.

In 2021, the Committee oversaw an independent review of the
effecuveness of the Investment Office, carried out by Willis Towers
Watson (WTW). Overall, WTW concluded thart the Investment
Offtce remained effective in discharging its responsibilides. The
review highlighted some areas for improvement and the Commirtce
OveTSaw Management s response.

In May 2021, Royal London appointed a new Group Investment
Director to lcad the Investment Office and co-ordinate investment-
related activities supportng the Group's life insurance and long-
term savings customer propositions. The Committee supported
refinements to the Investment Office operating model and
infrastructure plans proposed by the Group Investment Direcror.

Investment Philosophy and Beliefs

» The Committee reviewed and approved arnendments to the
Group's statement of investment philcsophy and investment
beliefls, to clarify the Group's approach to stewardship,
engagement and its climate-related ambitions. These aid the
Committee and the Board in their decision-making. Further
details are available on page 31.

Responsiole investment and climate change

« The Committee monitored the Group's responsible imvestment
and climate change programme, including the develcpment
of responsible mvestment engagement themes and topics, the
implementation of voting policy and changes to propositions.
A partcular initiative in 2021 was the transitioning of the RI.AM
passive equity funds and our segregared mandates into climate
and ESG tilted equity solutions, as further set out on page 36.
Royal London transitioned £23bn of indexed equities reducing
their carban footprint by 16% by the end of 2021

Strategic asset allocation and investment risk frameworks

» The Committee reviewed the updated strategic asset allocaton
and invesunent risk frameworks.

Deep dives

» The Committec considered in derail elements of the Group's
strateqic asset allocation process and the rewards to the
Group's members and policyholders from active investment
risk-taking activity.

Private assets and property

+ The Committee conducted a review into private asset investment
and supported an updated real estate invesunent strategy put
torward by the Investment Oftice in conjunction with RLAM,
addressing the further need to diversify property assets backmg
the Group’s customer propositions.

Asset management performance

» The Committee reviewed the performance of its asset managers
and assessed their suitability to manage the Group's investment
mandates, including analysis of quarterly market and economic
data. review of investment performance acress all funds and the
cxamination of changes to the Group's annuity business investment
management agreements.

Committee effectiveness

An exercise to review the cffectveness of all Board Committecs
is conducted annually by the Board and led by the Chairman.
The conclusion of the 2021 review was positive and the Board
is satisfied that the Committee remains effective.

Looking forward

The Committee will continue to ensure that assets are invested mn an
appropriate way to meet the needs of our members and policyholders.

The Committee will maintain a focus on the unpact on the
investment environment and the outlook for differing patterns of
economic growth as econormies settle following a rapid recovery
from the effects of the Cowid-19 cnisis. Responsible investment and
climate change remain key priorities as we continue to embed the
Group's approach throughout our investment actnity for the benefit
of members and customers.
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Directors’ remuneration report

Annual statement from the

“I am pleased to report that

the Directors’ remuneration

policy has operated well in

another challenging macro-
economic year, allowing for

commensurate reward in
light of performance and

balancing stakeholders’
interests.”

! Tracey Graham
Chair of the Remue: soon Commnutice
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‘ Remuneration Committee Chair

Dear member,

On behalf of the Board, [ am pleased 1o present the Directors’
remuneration report (DRR) for 2021

Reflections on 2021

Much like 2020, 2021 has been a challenging year, with the
pandemic by no means behind us and conrinuing to disrupt home
and working lives, Thercfore, | wanted to thank ali of our colleagues
at Royal I.onden for their perseverance and commitment over the
past 24 months. Your teamwork and positive attitude have enabled
us to provide members with continued exemplary support whilst
also keeping each other safe.

As discussed in detail on pages 8 and 9 in the Chairman'’s statement,

in 2021 we demonstrated our dedication to improving our customers’
financial resilience, saw continued strong flows into our funds and,

in spite of challenging market conditions, we continue to enhance the
return on ehgible customers’ life and pension policies.

Whilst new business contribution was below expectation for the year,
there has been positive Group performance in some areas, netably
growth in Protection as customers took out cover during the
pandemic and our Asset Management businesses reflected

through continued strong investument performance. From a people
perspective, it s satisfying to continue 10 see above-benchmark
employee engagement and excellent progress on our transition to
hybrid working. The latter ensures we are well placed to detiver
high levels of customer service Hybrid working is also expected to
help Rayal London drive progress against our commiument iowards
diversity and inclusion {D&I) and colleague wellbeing. In addition,
during the year, the risk and contro! infrastructure was further
cmbedded and there were no signtficant conduet issues

2021 STIP outcome

Reflecting on performance delivered in the year, the Short-Term
Incentive Plan {STIP) scorecard generated a formutaic result of
102 3% of target {out of a potential of 200%). In determining the
final outcome for 2021, the Committee considered whether the
scorecard outturn accurately reflected Group and individual
performance, in combination with a range of addidonal factors
including the economic climate, the Group's financial and investment
performance and progress on key swrategic projects. The Committee
also considered performance in relation to the Group's risk
framework and determined that the result was an accurate reflection
of business performance, and chose not to apply any discretonary
adjustments to the outcome, This resulted in an award under the
2021 STIP of 77% of salary {out of a possible maximurn of 150%) for
Barry O'Dwyer and 84% (out of a possible maximum of 150%) for
Daniel Cazeaux



2019 LTIP gutcome

The Long Term Incentive Plan (. TIP) cutcome is determined based
on the achievermnent of spectlic performance gateways, followed by
the Committec's assessment of performance against the Group's

[ TIP scorecard which includes three-year financial and strategic
performance measures. Both the capital gateway and mmimutm
operating profit gateways were achieved for the 2019 L TIP. Quiside
the gatcways, as detailed further on page 108, the profit metrics

did not achieve threshold, resulting in 40% of the award lapsing
However, investment performance across the With-Profits

and Governed Range outperformed plan acress the three-year
performange period, which resulted in full vesting of this element of
the award (25% of the award). Good progress was also made against
the market share metrics, particularly in [reland, and the Group's
cumulauve ProfitShare was above threshold. The Committee also
considered annual statements from the Audit and Risk Committecs
on quality of earning, and performance within risk appetite.

Overall, this resulted in a scorecard result of 40.8% of target.

In reviewing the result, the Committee considered whether the
scorecard result accurately reflected a number of factors mcluding
Group and individual performance, the economic climate ang the
ongoing impact of Covid-19, the Group's financial and investment
performance, and progress on key strategee projects and determined
that the result was an accurate reflection of business performance
and therefore chose not to apply any discretionary adjustments to
the outcome. This resulted in an award of 51.0% of salary for Barry
O'Dwycer. Daniel Cazeaux joined tite Greup on I June 2020 and

was not granted an award under the 2019 LTIP.

Wider workforce remuneration

At Royal [ ondon, our people are at the heart of the organisation.
Therelore it is important to us that our colleagues have equal
apportunitics and are treated fairly and inclusively Additionally,
wider workforce remuneration is always considered as context

for Remuneration Committee decisions. Management provides the
Committee with detailed information regarding annual pay reviews
for all employee groups. with the Committee having oversight of
remuncration pelicies across the workforce. The Committee alse
reviewed the Group Chief Executive Officer's recommendations for
salary and STIP for his direct reports.

OCver the course of 2021, the Commiittee conducted an all-employee
reward strategy review in which we reviewed wider workforce
remuneration arrangements and considered comments from our
Colleague Representative Forum (CRF) As part of this review,

it was determined that the current structure is generally fit for
purpose. However, a number of changes have been made in order
to streamline our approach 1o remuneradon. These key changes
include simplifying the approach 10 reward at Royal London Asset
Management (RILAMY, and ensuring the rermuncration arrangements
conrinuc to reflect asset management practice and drive success
within the business, whilst being cognisant of the mutual status of
the Group We have also confirmed adjustments o the approach to
benefits within the Group, to ensure that the overall benefit offering
remains in keeping with market trends. This includes no longer
offering car allowances to colleagues. which aligns to market
practice and supports our Environmental, Social and Governance
(ESG) agenda.

Gender pay gap reporting

In line with previous years, we have reported the gender pay gap
reporting data for both Royal London Mutual Insurance Society
Limited (RLMIS) and RI.AM for 2021 Whilst RLAM collcagues are
included within the RLMIS disclosure, we have chosen to voluntarily
publish their gender pay gap figures separately as well.

This data shows the Group saw a disappormting but small increase
in the median pay gap, with the gap increasing by 4.1 percentage
potnts from 24 2% to 28.3% across the Group. The key driver for
the Group gender pay gap continues 1o be aligned to our diversity
statistics with an imbalance of fewer women in our senior roles
and fewer men in our junior rotes. Qur D& strategy includes
continuing to strive for better gender balance and enceuraging
fernale colleagues to progress their careers with us, alongside
making Royal London an employer of choice for women looking
to furdher their careers.

Within RI.AM, the median pay gap progress continues with a
decrease from 32.8% to 28.0%, and there was also a narrowing
of the median bonus pay gap.

Qur actions to improve the gap are directly linked to our diversity
and inctusion strategy, which includes a proactive focus on
continuing to build an inclusive culture so we can attract, retain
and develop women alongside their male peers, together with
continued positive action (0 encourage women to 4cCess
opportunities. Positive action includes focused recruitment
strategies to attract more female candidates and our menioring,
coaching and Career Confidence programmes.

Qur latest gender pay gap data forms part of our enhanced Gender
Pay Gap Report, which can be found on our webstte

Focus on diversity

Royal London believes that individual differences are a collcctive
strength, and we continue to ensure we are employing people

from a range of backgrounds including gender, age, disabilny,

race, religion and sexual orientations that reflect the diversity of the
wider communities that we serve, as this provides us with a diverse
range of people and personalities whieh ultimately improve the
averall quality of our work, |his is supported by an excellent group
of colleague-led inclusion networks which help ensure colleague
voice shapes and drives our focus Along with other inttiatives in
2021 we launched a new mandatory e-learming module 1o all
colleagues, educating them to recognise and manage unconscious
bias and proactively advocating inclusion. We also introduced a
team inclusion discussion toolkit for leaders to hold exploratory
conversations in their team meetings
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Directors’ remuneration report continued

Looking forward to 2022

Remuneration decisions far 2022
In respect of remuneration for 2022, the key peints are as foliows:

» Salaries - The Committee agreed a 4% salary pot increase across
the business. [n line with previous years, increases will be targeted
at junior colleagues and those that are positioned behind our
desired market posittoning. The Committee reviewed the
Exccutive Director salaries and agreed a consistent approach
with a 4% increase for both the CEO and CFO.

2022 STIP - No changes have been made to the maximum award
opportunity for the Executive Directors The award will be based
45% on financial metrics (including operating profit, new business
contribution and cost metrics); 20% on customer metrics (inctuding
investment performance and brand loyalty metrics); 15% on metrics
linked to building the future; 10% on people metrics and 10% on
assurance refated metrics. Further details can be found on page 17
2022 LTIP - No changes have been made to the maximum award
opportunity for the Executive Directors. The award will be based
40% on operating proftt; 30% on customer metrics (linked to
investment performance); 20% on metrics linked to butlding vaiue
for the future; and 10% on meirics linked to sustainability
(including D&I). Further details can be found on page 118

QOver the coming year, as part of the triennial remuneration policy
review, the Committce intends to review the overall remuneration
opportunity for the Exccutive Directors to ensure that it remains
appropriate to reflect the calibre of individuals in role and supports
the delivery of the Group's strategic priorities

Remuneration Committee membership changes

Sally Bridgeland stepped down from the Committee on 8 June 2021,
1 would like to thank Sally for her valuable contribution to the work
of the Comumittee. Baroness Davidson and Jane Guyett wete both
appomted to the Beard as Independent Non-Executive Directors m
2021 and joined the Remuneration Commirttec on 8 June 2021 and

4 August 2021, respectively.

This is my last report as the Chair of the Remuneration Committee,
as T will be stepping down from the Board with effect from

22 March 2022 after serving a full nine-year term, Jane Guyett

will take over as Remuneration Comnittee Chair, and as part of a
planned transition we have been working closcly together over the
past few months to ensure an orderly handover. My best wishes to
Jane in chairing the Committee going forward.
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Conclusion

Overall, I am pleased to report that the Directors’ remuneration
policy remains fit for purpose, and has operated well during another
year of uncertainty, carefully considering performance outcomes,
and at the same time balancing and constdering all stakeholder
merests. The Committee believes that the Group’s current approach
to reward 1s well placed to support the Group as it emerges out of
the global pandemic and that our strategic initiatives will enable us
to attract and retain the talent needed to deliver desired outcomes,
conttnung the long-term success of the Group.

[ hope you find this report 1o be clear in setting out our
remuneration pracuces and that you will be supportive of our
Directors’ remuneration report at the 2022 AGM

Pt

Tracey Graham
Chair of the Remuneration Committee

3 March 2022




2021 remuneration at a glance

Performance resulted in a formulaic STIP Incentive outcomes for 2021 STIP
scorecard result of 102.3% of target. The
Committee considered a range of additional
factors specifically in regard to the Group’s
underlying financial performance, progress

. . M Financial 461%
on key strategic projects and the management B Customer 20.9%
of risk and determined that the result was an B OurPeople 3%
accurate reflection of business performance B Assurance 5.0%
and chose not to apply any discretionary B RBuilding the Future 10.0%

adjustments to the outcome.

Performance resulted in a formulaic LTIP
scorecard result of 40.8% of target. The
Committee determined that performance
against the scorecard represented a fair
representation of performance of the Group
over the performance period and therefore
determined that no adjustment was required.

Incentive outcomes for LTIP vesting in 2021

Remuneration in the wider context

As a murual we ensure that owr memnbers are at the heart of
our remuneration philosophy. In light of our commitinent 1o
comply with the highest standards of corporate governance,

we are now in our fifth year of reporting our gender pay B Financial 3.6%
figures and our fourth year of disclosing our Group Chief B [nvestment Performance 25.0%
Executive Officer pay ratio; and our pension rate for B Customer Services 5.8%

executive hires continwes to be aligned with the wider
workforce. Since the start of 2020. our deferred and
long-term incengdve awards have been imvested in a fund that
our members also nvest in; this provides greater afigmment
of the outcomes of remuneration with our members.

8 Quality of Proposition 6.4%

Total remuneration for current executive directors for 2021

Group Chief Executive Officer: Barry O'Dwyer 28.5%

Group Chief Financial Officer: Daniel Cazeaux 50.9% 0,19 18 X £825k

M Salary M Berefits ¥ Pension  EESTIP ®|LTIP
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Directors’ remuneration report continued

Remuneration package for executive directors - forward-locking policy

Key decisions for 2022
Pay element Approach Group Chief Executive Officer {Barry O Dwyer) Group Chief Financial Cthcer [Danwel Cazeaux)
Fixed pay Rase salary Fxed pay levels et £728,000 - 4% micrease from 2021 [see  £436,800 - 4% increase from 2021 (see
competitive:y, with further detalls an page 104) further detar's or oage 104)
Pension role-apmioprtate benefits 12% - Ine with wider workforce levels  12% -0 line wath wider workforce levels
arangements {furtrer detalls on page 117) {further detais on page 17!
Benefts Benefits package mcludes pr vate Benofis package includes prvale
medical nsurance and reath screeming  medcal insurance and health
- further cetails on page 108 screening — further detaiis on page 106
E-E-xy amkedto STIP Incantive 1nked 10 Maximum opnortunity: 19H0% of satary Max mum ogportunity, 150% of salary
verformance srort-term targets {(40% deferred over three years) - {40% deferted over three years) -
further detads on page 17 further detars on page 11/
LTIP Incersive wnked to Award granted: 150% of salary Award gramed- 150% of salary

Mienrmum hotding

tong-torm priontics

To aign the mterests of

{facditonal two-ycar hoicing perod) -
furtrer detalds onpage 117

200% of salary

fadditiona two-year nolding period) -
further detals on page 17

200% of salary

executives wilh those o
memibers

eguirerment

Post-cesszionaf  Toa ;gn (her\oﬂngi-l;zr;ﬂ C200% (V)frsairairy far two yieérrs post- 200% of salary ‘or two years post:

employment interests of executves ressation of employment cessaton of ermploymoent
hotd ng with these of the Group
requrement

Appropriateness of remuneration and link to strategy

Strategic rationale: the link between strategic priorities and 2022 incentive scheme measures

The performance measures that are used in the variable incentive schemes support the delivery of the strategy, and are critical in ensuring a
transparent link between business performarnce and remuneration - as shown in the table below.

Strategic Shifts
Dala-Led, Mutua ly
o Purpose Custamer @ Broader Digitally Valued Sustainabie
Drven Focus Solutions Nirmiye Relalionships Financials
Measures used in incentive schemes
Financial [ N J [ ] [ X J
Investment erfor—arce e ® ®
Customer ® [ X | ® @ o®
S..starability o0 L N ® e
Our Peonle [ N ® ®
Assarance ® ®
Buiding the “uture [ N [ N | R ] [ N e L N
® 2022STIP
® 2022LTIP
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How the Committee has addressed the following factors from the UK Corporate Governance Code

Royal London's core values drive cur business sirategy and underpin our approach to executive remuneration. Along with these values. the
Committee has carefully considered the expectations of the UK Corporate Governance CCode when reviewing our Directors’ remuncration

policy and its implementation. Set out below are examples of how the Commuttee has addressed these factors.

Factor

"How this has been addressed

Clarity

Rerruneration arrangements
should be transparent and
promote effective engagement
with sharenclder s and

the waorkforce

Simplicity

Rerruneration structures should
avoid complexity and thew
rationale and operation should
be easy 1 understand.

The Committee .5 commitied to beirg transparent i our approach to pay, as demonstrated by our
comprerensive cisclosures. We are not 2 Isted company. but the Board considers carefully the market
practices for listed companies when setting remuneration structures anc levels

The Commitiee contnues (o review the stucture of the Grouo STIP and LTIP znd has implemented

new simohfied rules which ensure there 1s sufficient flexibility to exeraise discretion te overnde formulac
outcomes, as welb as to recover and/or withhold sLms or share awards N appropriate crocumstances

As set out ir the statement from the Commitiee Crarr, foliowing the revew of the approach to remuneration
across the Groun. the approach to remuneration at RLAM was simplificd both to allow tor better
understanding arrongst palumpav ] and ‘0 aign with asset management market pract!ce

Risk

Rermuneration arrangerments
should ensure reputational and
other nisks from excessive
rewarcds, and behavioural nsks
that can anse from target-oased
incentve pians. are identhied
and mitigated.

The Committes ensures that there 's a careful balance between orovwdmg competitive pay and mct: watonat
incentives to gnve perfarmance and ensuring the appropriate managemen: of nisk.

Risk-taking outside the Group's nisk appelite 1s nat rewardec The Commttee has absolute discretion to
amend incerave amounts prior (o payment to ensure they arc appropriate.

When assessing performance, the Committee will take irto account not just the measures and targets in the
balarced scorecard, but also wider views of Group perfarmance, quaity of carmings and the sustanabiity of
performance. before finalis ng awards.

As discussed above, the Committee also has discrenon to adjust the STIP and LTIP outcomes to overnde
farmulare outcomes f 1 considers these irconsistent with overall Croup nerformance, lsking into account any
relevant factors.

As disclosec nx last year s report. the Committee has also taken the view that 1t would be more appropriate
for deferred awards te be inked to a tunc which our members are iInvested n, 1o INcrease the alignment
between remuneration outcomes and our members This apelied to the 2021 ceterred STIP awards and 2021
LTIP awards

The STIP and | HP both contan malus and clawback provisions and post- ﬂr*"ploymerw haolding fequ rements

Predictability
The range of possible values of
rewards toindwvicdual directars
and any other imits or
discretions should be identfied
and explaned at the time of
approving the polcy.

Proporhonahty

The lirk between iIncividual
awards, the delivery of strategy
and the long-term performance
of the Group should be clear,
Qutcomes should not rewargd
poor performance.

Cur policy has been de:lgmec‘ to have an aopropr\ato balance between iong- and shortterm pt_r*ormancc

Wo outling Ir aur Dl*eclor% remunerat on paolicy detals of maximum oppor'umt s for our mcent ver plam
alongsice actual pay-outs for our STIP and LTIP Actual incertive outcames vary depending an the ‘eve' of
performance achieved aganst specfic measJres

measdres. inked to the Group's busmess goals and shgned with the Group's creation of long-term value for
members The Commit:ee has discretion ta make downward adiustments to STIP and LTIP award outcomes
if 1l considers the oatcorres are not a far refloction of the overall business performance

Alignment to culture

Incertive schemes should drive
behaviour cons.stent with Group
Purpose, vaues and strategy

As a mutual, Roya London ams to prowde good outcomes and experiences ‘or our customers and
members The categories measured in the Group scorecards track our debivery of key expenerces and
outcomes during 2022, cur progress with key nvestments to imprave expenences and outcomes in the
tonger terr, and our delivery of these actwbies withie r sk appetite. Tre ncdusion of sustanability measures
for the 2022 LTIR, frstintroduced in 2021, to help drive behaviour that contributes o delivering long-term
value for our stakeholders
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Directors’ remuneration report continued

Summary of Directors’ remuneration policy

The following table summarises our remuneration pelicy for executive directors, and how the policy will be implemented in 2022. The
policy was approved by 85.55% of members at the AGM on 3 June 2020 and there is no change tw the policy for 2022 Full details of the
approved policy can be found within our 2019 DRR on the Group website.

Element of remuneration

Ke; f;a;:rﬁ; oirlhe policy

Implemem-aiion for 2022

Base salary

To sugport recrutment and retention of talented people.

+ Rewvicwed annuaily.

« No maximum salary or percentage salary
ncrease, but increases typicaly in kire witn

thase for the Groun's broader nopulatior

Pension

To suppcert the recrutment and retentior of our people,

Benefits

To support the ecrutment and retention of our people

Short-Term fncentive Plan (STIP)

To focus particpants on the in-year results that need
10 be achieved to meet the Group's annual financial

and non-finanwal obyect ves in the context of tre
agreec srategy.

Long-Term Incentive Plan (LTIP} 7

Ta agn executives with the long-ter interests of

members and customers

Unit ht;iding requirement

To reinforce the prircpies undertying the Group s
remoneration policy and aign the mterests of executves

with those of ~embet s,

Past-cessation holding requirement

To reinforce the prirc pies uderiyving the Growp's
remoneraion polcy and awge the interests of executves

with those of members

bxecutive directors can receve a cash
allowance ir ey of pensior or they may eiect
to pay alf or part of therr allowance into t~en
pens:on plar

- The maxmum cash alowance « 1eu of pension
is 12% of salary, in line with tre wider workforce
default contnbution rate

.

« Barry O'Dwyer [CEOQ) 778k
Danel Cazeaux [CFO)
F436.8k.

No change from 2071

Ircludes life insurance, private medical
insurance ard medical screening

+ Executve directors may participate v the
Group s flexible benefis scheme and may be

el gible to recewve relocation support based on
the requirements of trev raie as determaned by
the Group

« Maximum opportunity 15 150% of salary

- Performance assessed using a scorecard of
one year firancial anc strategic measures and
individual pe-formance status

« Payment of 40% of any arrount carned 1s
deferrec for up to three years

~e,

= Maxmum award granted s 130% of salary,
which may be subject w0 a discretonary
agjustrert by the Committee of up to 25%
or reduced to zero, based on a nasxet of
performance measwres, 1o create a maxirmum
vestng award of 187 5% of salavy

« Performance assessed using a pala~ced
sgorecard of three-year performance measures
which may include strateg ¢ milesiones and
perfarmarce relative to peers.

« Payment of 100% s after five years fram the
date of grant follow ng the completior of the
acdtional rolding penod

No change from 7071

No change from 2021

= Ire STIP opportunity will
ve /5% of base salary for
target performance.

+ See page 117 for cetals
of performance measures
and targets

No change from 2021

- Tre LTIP opportunity will
be 20% of base salary for
threshold performance,
45% for target performance
and 100% for maximum
performance.

- See pages 7 and 11€ far
detarls of performrance
measures and targets

The hoidirg requirement as a percentage of
base salary 15 as follows

= Group Chief =xecutive Officer 200%

+ Group Chief =inanc.al Officer 200%

The post-cessaticn bolding -equiement as a
percertage of base salary s as follows:

- Group Chief “xecutive Officer 200%

+ Grgup Chief Tirarceal Officer 200%

No change from 2021

No change from 2021,
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2022 pay scenario charts

The charts below illustrate the potential pay cpportunities available for the Group Chief Executive Cfficer and Group Chief Financial Officer
for 2022, based on diftferent performance scenarios.

Actual variable pay outcomes can vary between 0% and 100% of maximum, depending on actual performance delivered.

Scenario ’ 7 Salary, pensic;n ;ﬁd benef-i\s STIP outcome (% of maximum) LTIP out?oTné {% of mz;ximur-r;]-‘ B
Fixed Recewved i line with - -
Or plan cerformarce {ach N conractua enttlernent 50 a5
Maximum perférm.ance {significartly exceeds tar’ge{s) 100 00
1. Excluding any discrenonary adjustrent.
Group Chief Executive Officer, Barry O'Dwyer Group Chief Financial Officer, Daniel Cazeaux
~ =5 x
s F B s &5 B
= = 3 =+ = =
ol [*%} [+ o (47 (o8]
M Fixed ) B Fixed
N | STP | STP
m LTIP W TP

o [ Rl C
g 5 g 2
= = a8
[ = [

Maxirmum
Maximum
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Directors’ remuneration report continued

2021 Annual Report on Remuneration

This scetion of the Direetors’ remuncration report sets out details of remuneration paid to executive and non-executive directors dunng the
financial year ended 31 December 2021

Executive directors

Single figure of total remuneration (audited)

Barr;y O Dwyer Daniel (;aieaux

2021 2020 204 2020
Fixed pay {EQQQ)
Salary’ 00 695 420 245
Benefits® 43 1 1 -
Pension supolernent? - - - 83 50 29
Total fixed pay - T 927 779 4n 274
Performance pay (E000)
STIps o3 375 354 165
Lme 420 - . ) -
Total performance pay ’ _______W 957 525 354 165
Tatal {£000) B ) B 1,884 1,304 825 439

1 Daniel Cazeaux jomed the Group on 1 June 2020 and was formally appomted as an executive director m Seplember 2020 The remuneranon m this table for 2020
relates to the pertod from 1 June 1@ 31 Decemnber 2020

2 Salaries are shown gross of any salary-sacrifice element

3 Benefits melude private medical insurance, health screerung and any relocation costs In November 2021, Barry O Dwyer was granted 4 one-off payment of £141,509 10
support his relocation from Fdinburgh ta Londan

. Pension supplements recewved as a cash supplement it heu of pension
STIP values arc the value awarded for the performance year. nchidng amounts due o be deferred, subgect to conumued scrvice requirements and any other parformance conditions
LTIP values for 2021 are the value of the 2019 LTIP vestng at the end of the performance peniod (31 December 2021). Damel Caveaux was not granued an award under the 2019 LTTE

2021 STIP outcome {audited)

The maximum STIP opportunity levels and resulting everall STIP outcomes for each executive director in respect of 2021 are shown in the
table below, Performance resulted in a formulaic scorecard result of 102.3% of target (out of a potential of 200%). In determining the final
outcome, the Committee considered a range of additional factors speaifically in regard to the Group's underlying financial performance,
progress on key strategic projects and management of nisk - and determuned that the result was an accurate reflection of business
perfortmance, and chose not 10 apply any discretionary adjustments to the outcome.

o ;o

2021 STIP executive director outcomes {audited}

2021 “sTR 2021 Outcome

Performance  recommendation  scorecard % o

status % of salary resull sdlary]

Barry O Dwyer B On Track M0%  1023% 1%
Darvel Cazeaux On Track 82 5% 102.3% 84%

1. Based on 31 Ducember 2021 satary

The STIP scorecard for 2021 was set at the start of the year and consisted of threshold, target and maximum targets for each measure,
which were grouped into five categornes. The cateqgeries for the 2021 STIP, and performance outcomes agamst each catcgory. are detalled
below. In addinon to the scorecard metrics, the capital, profit and hquidity hurdles introduced for the 2021 STIP were achieved.

2021 STIP performance measures

B Financial 45%
W Customer 175%
8 Qur People 12.5%
#l Assurance 10%
B Building the future 15%
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Measures T _V\J-'-ewgiim_é B ﬁnre;_h(ﬁd 0%
Financials 45% R
» Agusted UK GAAP cperating proht
+ Risk-adjustec new business

contribubon
= BAL costs

Customer 175%

- Customer Value Statement
{CVS] Index

- Customer brand health

= Performarce vs benchmark on .
Governed Range ’

- Performarce vs benchmark on
long-term funds

« Metnew excernal assets under
adrrinisiration

Caontribution to scherme

46.1%

Targel100%

Maximurm 200%

O

299%

6ur Peaple ns3% i

- Peaople dashboarc assessment

Assurance 0% _5 O%

Risk and control management

Building the Future 5%
+ Digital Reach
+ lechnowogy project
+ Reducirg the carbon intensity of our
investmerts

10.0%

s
107.3%

Overall T 00%

Disclosure of financial targets for 2021 STIP awards

For additional context, related to the 2021 STIP awards paid in 2022, the table below discloses the threshold and maximum targets set for
financial measures, alongside the actual financial performance achicved.

Thres-hold Maximym
2021 STIF [paid in 2022) target (£m) target (Erm) Result ([Em)
Adgisted UK GAAP aperating orofit L k8 7388 28T
Risk-acjusted new business con buton o o 504 "Hg ot
RAU Costs o 7 2460 4810 5227

1 Operanng proft before tax as reflected m the financial statements adjusted tor the ene off nen-trading items (parnculariy the closed fund censohdauons where the
actual impact was dependent en econemic conditiens at the time of the transfer) and assumpuion changes that are based on longer term experience

All STIP award outcomes are reviewed by Group Risk and Compliance and reviewed in line with our risk adjustment policy.

The performance measures and estimated outcomes for the 2018 LTIP are as shown below.

2019 LTIP performance measures

M Financial 50%
B Investment Performance  25%
B Customer Service 10%
¥ Quality of Proposition 15%
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Directors’ remuneration report continued

Crmlfl;l:lloﬂ to schemer
36%

Measures Weightirg
Financials 0%
- Risk-adjusted profit metric (new

business)
« UK GAAP existing business profit
- Profitshare
Investment Performance 25%
- Three-year performance vs

benchmark

7 Thfeshu\d Gg Maxirmum 100%

Customer Service 0%

- Ne promoter score

- External service awards - Pensons
and Protection

- Customer complaints

Quality of Praposition 5%

- Group marxel share taking nto
consiceration the different business
areas

- Net new external assets urder
maragement

Discretionary Adjustment

Querall

The Commitrtee has discretion to adjust the LTIP result (up to +25% or a reduction 1o zero). Awards are also subject o a minimum operating
profit and internal capital cover gateway, which, if not met, would mean awards do not vest. Based on performance against the internal
capital cover gateway and operating profit gatewdy over the three-year performance period. the Committee assessed that these gateways
had been achieved. In determining the ftnal outcome, the Committee considered a range of additional factors including the economic
climare, the Group's financtal and investment performance and progress on key strategic projects over the performance pertod, and
determined that the formulaic LTIP outcome for the 2016 [.TIS of 40.8% of target was an appropriate reflection of performance delivered
No adjustment was theretore made to formulaic cutcomne.

[n publishing the relative STIP and [.TIF performance cutcomes to thresholds, the Board aims to provide members with a clear
understanding of performance outcomes rewarded under the plans, whilst protecting the commercial sensitivity of the underlying metrics

Disclosure of financial targets for 2019 LTIP awards

For additonal context, related to the 2019-2021 LTIP incentive awards payable m 2022, the table below discloses the threshold and
maximum targets set for financial measures, alongside the actual financial performance achieved.

) Threshalu

Maximum Rasult

2019-2021 LTiP 1arget (Em! larget (Em) (€]
Risk-adjusted orofit metnc [new busness! - L o o a4z 9522 3316
UK GAAP existing busness proft _;i T . Poay 0 dl22 243
ProftSnare - - 419.4 559.2 4546

All LTIP award cutcomes are reviewed by Groupr Risk and Compliance and reviewed m line with our risk adjusunent policy

Exercise of discretion by the Committee

The Committee evaluated the formulaic outcomes of the 2021 STIP and 2019 L. TIP. and considered a number of factors including the
cconomic climate, the Group's financial and mvestment performance and progress on key strategic projects and determned that the results
were an accurate reflection of business performance over the performance periods, and therefore chose not 10 apply any discretionary
adjustments to the formulaic outcomes.
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2019 LTIP vesting in 2021 (audited)

The following table details the estimated percentage of long-term incentive awards granted in 2019, which vested at 31 December 2021 as a
result of Royal London’s performance against the measures.

Maximurr

Initiat award Vesting vesting

1% of salary) (% of salary) {% of salary}

Barry OOwyer 1P5%  5L0%  156.75%

Danicl Cazeaux' _ _ _

! Daniel Careaux joined the Group on 1 June 2020 and was not grantad an award under the 2019 LTTP.

LTIP awards granted in 2021 {audited)

[n 2021, the Commtttee granted an LTIP award of 150% of salary to the Group Chief Executive Officer, Barry O'Dwyer, and 150% of salary

to the Group Chief Financial Officer, Daniel Cazeaux. The vesting of these awards will be dependent on the following performance measures
and may be subject 10 a discretionary upwards adjustment by the Commiittee of 25% or reduced down to zero. Awards will be subject 10 an
addirivnal rwao-year holding period following the performance period and payment will be subject to satisfying the unit holding requirement.

2021 LTIP performance measures

Suh-meaéurﬁ

Measures WeightiFEi o
fnancigls _40% UK GAAPoperaungproft o -
Cuslomer putcomeas - 0% 7777@@@)@;"-;;e-rformanc_e vs benchmark on Witm-Profts
10% __ Three-year performance vs benchmark on Governed Partfolo o
. 0% PofiShae A o
Buillding the future T aow Clmale change strategy o
_7_j75°7n_7 B Diversity ard inclusion strategy o
5% Cyber securty strategy
S T Awardsgraned Facevalue  Mrimum vaue " " Endof  Endofaddional
Scheme 1% of salary) {£000) at vesting (£ performance penod holding parioc
Rarry O Dwyer N 7021 TIP 50 1,050 - 3iDecember 2073 31December 2075
Darnel Cazeaux T optlme G B3O - 31December 2023 3) December 2025

I From 2020, values are hnked (o an RLAM fund that our members are mvested n

The Cornmittee is committed 1o disclosing as much as is commercially possible on the financial measures and targets in the 2023 report

when the 2021 award vests

Qutstanding awards under incentive schemes (audited)
The table below provides details of outstanding awards under ince

ntive schemes, including deferred STIP and other deferred bonus

awards. In order to show a complete picture of remuneration that has been awarded to date, it includes estimated figures in respect of
plans which have not reached their third anniversary or date of exercise.

Value of Exercisable awards Tolal awards
_ __nor-excroisable awards A _ 1000}
Awards subject to tme Awards subject to ume
{£000) and performance (£000)
Barry ODwyer e 2 1 L S
Darnel Cazeaux 202 479 24 705
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Directors’ remuneration report continued

Holdings by executive directors {audited}

The table below sets out the value of deferred remunerauon held by executive directors as at 31 December 2021 and their individual
helding requirements. Furthermore, with effect from 1 January 2020, Royal London also requires executive directors 1o hold at least 200%
of salary (based on issuance value) for two years post-cessation of employment.

‘-.\Jal\;hé‘\d atﬁ

Holdifg 31 Decemnber

requiremant 2021

(£000) (£Q00)

BaryODwyer e oo MMOD 848
Daniel Cazeaux 840 226

Payments to past executive directors [audited)
There were no payments to past executive directors that vested in the year ended 31 December 2021,

Payments for loss of office (audited)
No payments of money or other assets were made for loss of office in the year ended 3] December 202).

Group Chief Executive Officer’s single figure remuneration growth

Year Coor 03 oM 0% 06 0 oom 209 pov0 2021
Group Chief Executive Officer ‘single figure” of total remuneratian (EO00) e - - -
Barry O'Dwyer’ __ _na__ nda nfa "a n/a nfa nfa ATE1 1304 1,884
Priloney /o3 28 289 3186 3033 3208 29/ 196 n/a nfa
STIP paid against maximum opportunity (%) = _ L

Bary ODwyer o n/a n/a nfa _ nfa  n/a  nfa n/fa n/a 0% 51%
Philoney ) . Bs% 93 95% 0% 98%  &7% 7%  66%  n/z _nfa

LTIP vesting against maxirmum opportunity (%) _ L o

3arry O'Dwyer e _a _ cfa_tva  nfa_nla /e n/a nia__33%
3% 55% 88% 62% 74% n/a n/a

P Laney e r/as 7% 39%

1 Barry ODwyer's smgle iigure’ of total remuneraton for 2019 mcludes buy-out awards
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Annual percentage change in remuneration for directors compared with other colleagues

The table below shows the vear-on-year percentage change for salary, benefits and STIP for directors and all other collcagues (based on
total fulltime equivalent total remuneration for the relevant financial year) pursuant to UK reportng requirements The pereentage change
in STIP varies depending on the yvear-on-year performance against the measurcs which drive the annual STIP. For non-executive directors,
the year-on-year percentage changes mainly reflect changes in Cormmittee chair or memberships. and mid-year appointments of non-
exccuilve directors. Further details of the fee changes that occurred during the year are included on pages 114 and 115

" 9% change for 2019 16 2020 % change for 2020 0 2021
Salary Benefits Bonus Salary Benefits Bonus
Executive directors S - o
Barry ODwyer' 294  28%  (pOB%  072% _ 6B08%  230%
Daniel Cazeaux’ - n/a n/a nfa N43% M36%  T1483%
&:E-egagﬁiieidfrectms;ﬂ - ) _____:7 o
Kewn Parry, Chawman - (2C 9% 7_7_7_07/1_ ___n/a _ 72@_;_
KalAwa nfa __nia___ n/a C2a%
Saly Bridgelard T S 777f_i7_:7 4% nfa nfa 38%
Baroness Davidson” 7:77777777 o o TTha W  nfa nls 0/
anDks - 234%  wa _n/a 165%
Snirley Garreog® T nfa_ n/a n/a _‘,*706%7 7
fracey Grahare T 8%  nfa  r/a . {gE_ZE’;n_;___
Jare Guyett® o T va . nanfa nfa
Mark Renrison’ 7_ T o 777_7_:77 C nia nfag  n/a 2424%
Tim Tookey® o - . __:-__T’;_ B e n/a 333%  nfa
Davd Weymouth® W o/a__rAa (557%
All other colleagues T o 7416% 0% 144 33% 28%

1 In November 2020 Barry O'Dwyer way granted a one-off paymem of £14),509 10 support his relocavon from Edinburgh 1o London

2 Danel Careaux jomed the Group on 1 June 2020; his 2020 STIP, henefits and salary were proTated 1o reflect his date of jommg Royal London

3. Non-executive directors recerve an annual fixed fee and do not recerve any company performancerelated payments,

4. Baroness Davidson was appointed to the Board on B June 2021 and rherefore comparauve remungeration data for 2020 s ot available

5 Shirley Garrood was appomted to the Beard on 10 December 2020 and remuneration for 2021 reflects a full year on the Board versus one month m 2020

6 Jane Guyell was appoited to the Board on 4 August 2021 and therefore comparatrve remuneration data for 202018 not avarlable

7. Mark Rennison was appointed to the Board on 25 September 2020 and remuneration for 2021 reflects a full year on the Board versus four months w 2020

8 Tim Tookey wis appointed to the Board on 6 Aprl 2020 and remuneration for 2021 reflects a full year on the Board versus nine months n 2020

9. Dawvid Weymouth stepped down frotm the Roard on 2 June 2021 and remuneration far 2021 reflects approximately six months on the Board versus a (il year in 2020
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Directors’ remuneration report continued

Managing performance

Our new approach ta managing performance

In 2021, we changed the way we manage colleague performance. Qur new approach replaces the old rating scale and twice-a-year review
cyele with a continuous, forward-looking approach We have kept a strong [ocus on both 'what' colleagues are delivering and now’ they
arc applying our Spirit of Royal London values {(Empower, Trustworthy, Collaboration, Achieve). Colleagues and their People Leaders
review a set of goals that can evolve across the year and these consider both the ‘'what’ and how’ elements of perfermance. Throughout the
year, an overall performance status of On Track or Off Track is updated in short progress reviews so that a colleague can get the support
they need quickly if their performance falls below expectations. The definitions of On Track and Gff Track ate given below.

On Track status

What' How'

- s at least achieving against the expectations of trem in thew rote. + Performance cansistently demonstrates our values, even when

» Output s rehatsie and of a consistent quality ander pressure

- Demanstrating gocc progiess aganst ther perforrance and - Consigenng tre values and puting them at the heart of how they do
developrnen: goals requred to meet the expectanons of them n things, aving a positive Impact on the Gutcome of ther work
therr rale, « Rarely demonstrating any of the watcr out’ behaviours assocated

with the values

Off Track status

Wnat How'
= Not fully contbuting at the level expected of them in therr roe Fven - Inconsistent n demanstratng the values. showing trat they are not
though they may be delivering some contribution. there 1$ a need ‘o yet at the nea-t of how they waork.
improve consistency or guality of outpat. « Dernonstrating some of the 'watch out’ behawours reiated 10 the
« Not focusing or therr development to mest the cngoing expectations o valugs on more thar one occasor
ther role
« Fabngto pass esserudl exams or courses reauted n tne performance
of treir roe

When considering the amnual reward outcomes, People Leaders look at the progress snapshots to form a view of sustained performance
across the vear and how this comparces to peers. This then informs fair and commensurate salary and bonus reviews.
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Group Chief Executjve Officer pay ratio

The 1able below details the current Group Chief Executive Officer latest single total figure of remuneration and how it compares to the
median (f.c. 30th percentile), 25th percentile and 75th percentile full-time equivalent (FTE) annualtsed remuneration of the Company’s UK
colleagues

Representative colleagucs were identified at each of the percentiles based on the full-time equivalent (FTE) total remuneration for UK
colleagues as at 31 December 2021 (method A} As disclosed in last year's report, the Committee decided 1o move to method A methodology
in 2020 for the Group CEQ pay rato calculation as this is the more statistically robust method.

25th percen[ﬁei ) Median pay  75th percentlle

Year Method pay ratio ratio Day rale
2017 o o E_B 1251 ks bO'L
2016 L o s v o1 a1
20 nckdng boyas B e e wr s
208 fexclengbuyousy B s 8
220 S o 7:7777 o A o __kﬂ 2611 o __U_
2021 - T A BO1 36 73

In 2021, the total remunerauon (FTE) figures for the colleagues wdentfied at the 25th, 50th and 75th percentiles were £31,519, £52,713 and
EB1867. The salary cormnponents for the representative colleagues identified at these percentiles were £26,440, £42,382 and £64,084
respectively. The ratio will vary each year depending on performance against the measures which drive the annual STIP and LTIP.

From 2020 to 2021 the rario berween the total remuneration of the Group Chief Executive Officer and the 1otal FTE remuneration of the
employees at the median and the upper and lower quartiles increased. These increases arc primarily driven by the Group Chief Executive
Cfficer’s total remuneration figure increasing as a result of the one-off relocation payment made in November 2021 and the long-term
incentive awards which vested on 31 December 2021 The Commuttee is satisfied that the median pay rauo for 2021 is consistent with the
pay and progression policies for Group coltleagues as a whole.

The elements used in calculating the FTE remuneration consist of:

= salaries: gross of any salary-sacrifice elements;
* benefits: includes life insurance, private medical insurance, medical screening and company car (or cash allowance in licu of a car) and
any transport and overnight expenses received to fund travel between home and addittonal work locations;
+ pension benefits: :includes any employer contributions and any cash supplements paid by the Company in liew of pension; and
+ bonus: includes both the following aspects:
* Short-Term Incentive Plan (STIP) values include the full value awarded for the performance year. including amounts due to be deferred,
subject to continugd service requirements and any other performance conditions; and
= Long-Term Incentive Plan (LTIP) values are based on the full value of the 2019 LTIP vestng at the end of the performance period
(31 December 2021), including any amounts to be deferred

For 2021, as ratios could be unduly impacted by joiners and leavers who may not participate in all remuneratuon arrangements in the vear
of joining and leaving, the calculations exclude any colleagues not employed throughout the financial year. Data is based on FTE pay for UK
colleagues as at 31 December 2021. For each colleague, total remuneration is calculated in Jine with the single figure methodology (i.e. fixed
pay accrued during the financial year and the value of performance-based incentive awards vesting in relation to the performance year).
Lcavers and joiners are excluded. Colleagues on matermty or other extended leave are included pro-rata for their FTE salary, benefits and
short-term mcenuves. No other calculation adjustments or assumprions have been made.

Royal London Group | Annual Report and Accounts 2021 113

SIUBLLIBAGS I



Directors’ remuneration report continued

Relative importance of spend on pay

The illustration below shows the relative importance of spend on employee pay expenditure compared to operating profit before tax, profit
belure tax and ProficShare

ProfitShare is dependent on a number of criteria including the capital position on the Group and future economic conditions, whereas our

tatal employee pay expenditure is dependent on the current year's financtal performance. Consequently. there is not a direct correlation
berween the ProhtShare change in value and the total employee pay expenditure change in value.

Operating profit before tax Profit before tax

ProfitShare Total employee pay expenditure

Non-executive Directors

Single figure for total remuneration {audited]

Annual fees

Commitiee cha rmarship e Fees for addiional responsibiites Total

(E00G} {EQGG} EGO0Y {ECOGY
L o ZOE _ _2020 5021‘ o 720237 _ 72072?7 o 29207 - EOE‘ o 772920
KewriParey Cnaeman 3% _ _ 340 - - - _ - 3% 30
Ka Awa 75 75 - - w8 8 g
Salyfncgeland 75 75 2824 W 7 Mo 16
Baroness Dawdser 44 R -
oDs #7528 a4 %k B Mm@ 13
Strrley Garcod” B TS 6 - - 3 - w08 &
Tscey Graham 9§ 75 3 3% @ &0 180 7
weGayet® % - -~ - 4 - 3 o
MorkRenyson 75 5 . &a - w7 _ _me 3@
Tmlokeyt 56 3% % _ W0 8 10 _ %
David Weymouts 3 m®™ 12 2 15 22 70 79

I Baroness Davidson was appointed o the Board on 8 June 2021

2 Shirfey Garreod was appomited (o the Board on [0 December 2020
3 Jane Guyett was appomied 10 the Bogrd on 4 August 2021

4 Mark Rermison was appomted to the Board on 25 September 2020
5 Tin Tookey was appomted to the Board on 6 April 2020

6 Dawid Weymouth stepped down from the Board on 2 June 2021
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Following a review of fees in 2020 and having considered a range of factors, including the cconomic climate, no changes were proposed to
nen-executive director fees in 2021

The Senior ITndependent Director role was undertaken by David Weymouth untl 2 June 2021 From 3 June 2021, Ian Dilks performed the
role of Sentor Independent Director

In line with ensuring the appropriate governance and Beard oversight of subsidiary compantes, Shirley Garrood was appointed as Chairman
of RT.LAM Limited on 24 June 2021, following regulatory approval on 25 May 2021, and received additional fees of £33,333 in 2021 for this
additicnal responsibility. Prior to this appointment, Kevin Parry fulfilled the role of Chairman of RLAM [imited but received no additional
fees for this extra responsibility.

Remuneration Committee meetings in 2021

The Remuneration Commuttee met 13 times in 2021 In addition, a joint Risk and Capital Committee and Remuneration Commmuttec mecting
was held in March 2021

During 2021, the members of the Committee were as follows:

* Tracey Graham (Chair)

» Salty Bridgeland (stepped down from 8 June 2021)

« Baroncss Davidson {joined from 8 June 2021

» [an Dilks

+ Jane Guyett (joined from 4 August 2021}

Date of Board appeintment

Date of Board appointmeant

Kewin Parry, Chairman 19 March 2019
Kol Awal L .. idanuayao
Sally Brdgcland - - _;_7_7;77 B ;_7;-77 e 14 January 2015
Baroness Dawdson T 8 Jure 2021

10 Decernper 2020

‘O March 2003

lan Diks o T - _ _ 14 November 2014
Sirley Garrood
Tracey Graham

Jane Guyett o4

Mari Renmson ___ ?5Septerber 2070

TmTookey ) B . B _ ' 7 6 Aprd 2020

Dawid Weymouth 1.uly 2012

4 August 2071_

1 David Weymouth stepped down [rom the Board on 2 June 2021

Advisers to the Committee

Following a review of remuneration advisers m 2017, which consisted of a full competiive ender process, Deloitte LLP (Deleitte) was
appoinied by the Committee as independent adviser to the Commitree with effect from 1 February 2018

During the year, the Commiittee received advice on specific matters in relation to the remuneration packages for joiners and leavers during
2021, the impact of Covid-19 on Royal London remuneration and the impact of the Invesiment Firms Prudential Regune ([FPR) which came
into effect from 1 January 2022 The Committee is satisfied that the advice provided was objective and independent

Deloitte’s total fees (excluding VAT) for the provision of remuneration services 1o the Committee for the year ended 31 December 2021
were £138,975 (2020: £126,950).
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Directors’ remuneration report continued

Policy implementation for 2022

Activities of the Remuneration Committee during 2021
The table below sets owt the principal acuvities of the Committee during 2021

Area Activity

Incertive schame outcomes The Committee reviewed STIP. LTIP and RLAM | TIP outcomes for 2020 n tee context of gverall Group
performance and risk apaehte

Joint risk and The Comm\ttee held ajont meetng with ihe Resk and (,ap\tal Lommmee [he pu:pose of 'hep\nt mee*\ng was to:

rernuneration meeting review the Group rermuneration policy, review the discretion appied to the incentive schemes withir the Group:
ensure incentive scheme perfarmance awards ana condtons were within risk appetite; review the
appropnateress of the remuneration of contralied furction hoiders, and discuss remuneration reguiatory malters,
nclud sding the 1demuhcaton of the Group s |dewf;ed Staff amd he apphcat\cﬂ of the 'emunevat\oh rules.

Saary review As part of the annua, sa\ary review, tne Commitiee refiected on salary ad uslments tax ng Into corsder ation
current market uay oosmommg the performance of the execulives and the bcopc af trer rolcs.

Covid19 vmpact " lhe Commwuee corsaered lhe xmmad ot of Covd19 o Royal ondo" remuneration in ?071

Recrutment and The Comm‘uee revewed and apcroved he remuneration pacxages for speuf\c joners arc leavers f*urmg 202

rerrination awards

Incertive scheme The Cummt o raviewed ane aqrorm the measures and t tdrq&s for the 2021 STIP, the 207723 LT(7 ang the 202173

measures and targets RLAM |

incerive scheme for 2022 The Commitiee had nia drscussions m 'espe{:l { of the STIP anc LTIP screes @ be. Jmp emented i 2022 and
approved the 2022 sales incentive p|aﬂ5

Regulatery considerations The Committee ensurec the Grouo cmmpum and s up to cate wtn all orcvawlmg requ!? 10ns = Inchuding, for
exampie. ihe comp\emon of the Solvemcy Il Remuneraton Policy Statement.

UK Corporate Governance The Comnmttee contnues to revew Rcydw ur\(‘on s response to ﬂew requiremems mder The Code

Code

Corpora!e cmzemthp The Committee appmvcv the Gr obp 5 gc' der pay gap fcpona"o for 207",

Rev‘ow o worklorce fre Commlttee revicwed a f‘l.mber o warkforce remuneratien-relater pol cies e g overtime poElcy out-of-hours

remune auon-reated DO]JC'ED pohcy extra contnbLbien awarcs poicy and ca! pr\l t.y

RLAM rerrungration " The Commitica rewewed the P{‘pradf_,b 2 RLAM remune-anon and reviewed 2l WAM STIR and LTIP schemos as
part of a- annua rewarc cyc e and n the context of FCA requrerments As setout = the Char s cover statement,

following te review. tne Commitiee agreec‘ a swmplmed approach o remuneraton within RLAM

Rewar ¢ st ratoqy Thc Comm ttec remewcd t“e Group 5 rcward strategy for 2022 A: set ol L m; Chan 5 cover statc'ﬂc"‘ ‘QHOW ng
the * cview, the Committee agrees that the overall approach to remuneration remared fit for purpose. and made
onl y lastlatels c”anqe: i how remuneranon 15 opexated wthn the Group

Annual review of “Thek key J’ESpDHSle]ﬁlE‘s of fre Committes are set oud n i erms of reference, w ch are reviewad annual\y a~d
1erms of relerence madle avalabe ‘o me~bers an tre Groun's website

Members' views on remuneration matters

At the AGM on 2 func 2021, members passed the annual advisory vote en the annual report on remuneration and Directors’ remunceration
policy. The voting resulis were as follows,

Votes for Votes agamst Shdves on i
{and percentage iand percentage  wiich votes were
Resolubion of votes cast) of votes cast) ‘withheld
Annuai renort on remuserat or 32 434 (97 62%: 781(2.35%) 378
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The following sections set out the proposed remuneration for exceutive and non-executive directors for 2022 in line with the policy,
including detatls of salary increases and short- and long-term incentive awards.

Executive directars’ remuneration

Salaries

The salaries for the executive directors have been reviewed by the Committee. The following rable sets out the annual salaries payable to
each exccutive director from 1 April 2022 As part of that process, the Committee considered independent benchmarking data, the
performance of the individuals and the Group as a whole as well as the pay review arrangements that apply o all colleagues of Royal
London. As set out on page 100, the agreed salary increase pot for the Group was 4%

2022 2021 k

{€000) {E0D0) difference
Rarry ODwyer N, __ o ... T8 00 4%
Daniel Cazeanx 436.8 420 4%

Pension and benefits
In line with policy The maximum pension contribution 1s 12% of salary.

2022 STIP oppaortunities and performance measures for 2022

STIP opportunities
The table below details the maximum STIP opportunity for 2022 for Barry O'Dwyer and Daniel Cazeaux.

Maximum {as % of salary!

Barry ODwyer ) ) o i 150

Daniel Cazeaux 150

Performance measure selection and approach to target setting: 2022 STIP
Performance will continue to be assessed against a balanced scorecard and will take into account the persenal performance of the individual
cxecutive director.

For 2022 the measures and weightings are as follows:

Measures . We\ghtlm_:,_
Finzncials 15%
- Inctudes measures around new business contvibution, operating profit and management of costs S -
Customer T 054
+_Includes measures around dgrtally active customers, customer brand and investment performarce S o
Our peoole S 1G%
- Assessment of achievemnert aganst People metrics . S o
Assurance - T T T 10%
+ Assessmentofrisk and control management ard nisk cultwe o - I
Bulding the future T T 1h%
+ Assessment agamst sustanabhty metnics and strategc iniialives

1ol 100%

Payment of 40% of any amount earned under the STIP is deferred for up to three years. Deferred STIP and L.TIP awards are linked to the
funds that our members are invested in, to further increase the alignment between remuneration cutcomes and our customers and members,

LTIP opportunities and performance measures for 2022

2022 LTIP opportunities
The following awards will be granted to executive directors.

Face value % vesting Fnd of

{as % uf salary)  for Larget performance perfarmance period

Barry ODwyer o - 10 45 31December 2024
Danicl Cazeaux 150 45 31 December 2024
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Directors’ remuneration report continued

Performance measure selection and approach to target setting: 2022 LTIP

The performance measures and weightings for 2022 1. TIP are expected 10 be as follows.

Measoes T oo/ o T T T T T T aghing
Financials 40%

- Includes reasures around operating profit o i ] - B )

Invesiment performance 0%
- Includes measures on three-year performarce vs benchmark

P;ua.dmge_nterpnse value ] \?OD/;
- Assessment aganst key long-term strategic priontes for the Group thay will aid 'eng-rerm vilue creation‘or mebers
Sustamabilty S T 10%
« Includes £5G measures including the recuction n partfolio CO,e emissions, and dversity and ncluson

Total 100%

Actual targets set for cach measure will be disclosed in the Directors’ remuncerauen report for 2024, unless the Committee considers them
too commercially sensitve to disclose

Non-executive directors

Fees will remain unchanged for non-execunive directors until 31 March 2022, The annual base fee for non-executive directors is £75,000
and membership of additional committees is £10,000. Additional [ces are payable for Commitree chairmanship as follows:

Risk and Capital Committee: £33.000

» Investment Committec. £25,000

With-Profits Commuttee: £25 000

Audit Committee: £35.000

» Remuneranon Committee: £35,000

Chair of RLAM £50.000

The annual fee for the Group Chairman is £350.000 and the annual fee for the Senior Independent Director 1s £20,000.

The annual report on remuneration was approved by the Board and signed on its behaif’

As stated in my annual Chair's statement, 1 will be stepping down from the Board with effect from 22 March 2022. [ would hke to thank
mermbers for the support they have qiven during this period. Tt has been a pleasure meeting many of you at our AGMs.

T ngfston
{

Tracey Graham
Charr of the Remunerauon Committee
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Directors’ responsibility report

Overview of directors’ responsibilities
for the year ended 31 December 2021

Directors’ report and other disclosures

The directors of The Roval [.ondon Mutual Insurance Society
Limited (the Company) present their report together with the
audited consclidated financial statements for the year ended

31 December 2021 The Drrectors' report has been prepared in
accordance with the requirements of the Compames Act 2006
(the Act} and should be read together with che Strategic report
and the Corporate governance statement, which are incorporated
by reference into this report.

Principal activities

The Group comprises the Company and its subsidiaries. The Group
1s structured into & number of segments as set out in the Strategic
report. The principal activities of the Group are the provision of life
and protection msurance policies, pensions and asset management.
A list of the Group's subsidiaries 1s set out in note 15a 1o the
financial statements.

Directors and their interests

The names of directors of the Company who served during the
financial year ended 31 December 2021 and up to the date of signing
the financial statements are sct out on page 77. The hiographies of
the current directors are set out on pages 70 to 72.

In accordanee with the UK Corporate Governance Code (the Codc),
all our directors stand for election every year. David Weymouth
retired from the Board at the 2021 Annual General Meeting (AGM).
Having been appointed since the AGM, Baroness Davidson and Jane
Guyett CBE will stand for election at the 2022 AGM. All remaining
directors as at the date of the 2021 AGM will retire and will stand
for re-election at the 2022 AGM. The details of the executive
directors’ service contracts are set out in the Directors’
remuneration report on pages 98 to 118.

None of the directors has, or had, an interest 1n the equity shares of
any Group undertaking No director has any material interest in any
contract with the Company or a subsidiary undertaking which was
significant in relation to the Company’s business.

Directors’ conflicts of interest

In accordance with the Articles of Association, the Board is
authorised ty approve conflicts or potential conflicts of directors’
interests. The Board has reviewed the interests of the directors
and their connected persens, and has authoerised any interests
that conflicted or potentally conflicted with the interests of

the Group. On an ongeing basis, the Board periodically reviews
conflict authorisations to determine whether the authorisaton
given should continue, be added 10, or be revoked by the Board.

Directors’ indemnities and insurance

The directors have the bencefit of a conunuing third-party indemnity
provision provided by the Company (in accordance with company
law and the Articles of Association}, The Group also maintains
directors’ and officers’ liability msurance on behalf of its directors
and officers to provide cover should any legal action be brought
against them.

Persons with significant control

The Company is a mutual and limited by guarantee. [t has no
shareholders and therefore no individual controls 25% or more
of the Company.

Dividend

The Company is imited by guarantee without share ¢apital and
therefore no dividends are declared.

Stakeholder engagement

The directors are [ully awarce of their responsibilities to promote
the success of the Company in accordance with section 172 of

the Act and have acted in accordance with these responsibilitics
during the year. Royal [ ondon's largest stakeholder groups

are our members and customers and the financial advisers

that support them, cur colleagues, our suppliers and the soctety

and communities in which we work However, we also engage
with other stakeholders including our pensioners and deferred
pensicners, reguiators and the Government. The Board continues to
focus on stakcholder engagement and pages 21 to 29 show details of
how the directors have engaged with its stakehelders and how they
had regard to therr interests in light of principal decisions taken by
the Company during the vear.

Consideration for employees

Ar Royal London the Colleague Representative Forum represents
and consults on behalf of all colleagues, ensuring their voice is
heard and colleagues are also regularly updated on developments
and given the opportunity to comment by the Chief Excecutve
officer through his weekly Blog and in regular "Town Hall’ meetings
with the participation of the Board. Many colleagues are members
of the mutual by their participation in our Group Pension Plan and
can directly share in our success as a company through member-
only initiatives like ProfitShare, where a share of Royal London
profits are added to the pension plan cach year. In addition, most of
our collcagues arc cligible to participaton in incentive plans driven
by a balanced scorecard aligned 1o our Purpose and strategy. This
scorecard is well publicised internally, with a dedicated intranet
site explaining the measures and how different colleagues can help
improve each of them. Further details of how Royal London engages
with 1ts employees can be found on pages 23 o 25.

As 4 partictpant m the Disability Confident Employer scheme

Royal London secks to maximisc the benefit from the talents brought
by disabled colleaques into the workplace and make appropriate
adjustments in our recruitment processes, in the workplace and with
ongomnyg support. Our colleague-led ‘Enabling disability confidence
at Royal London’ inclusion network offers additional support

1o colieagues and aims to raise awareness and combat stigma

and stereotypes faced by people with disabilitics, both visible

and hidden.

Sustainability and Climate Change

The Company’s corporate, social and environmental activites are
set out on pages 30 to 35 Also included on these pages are details
of our greenhouse gas emissions in line with requirements of the
streamlined energy and carbon reporung framework. Within

the Climate change section on pages 36 to 40 we have provided
disclosures aligned to the recommendations of the Task Force on
Climate-Related Financial Disclosure (TCFD).

Corporate governance

Whilst the Company is not required by any statute or regulation to
apply the Codc, the Board holds Royal Londen to high standards
of governance and has voluntarily determined to comply with the
Code. The Company was compliant with the Code during 2021
More information on compliance is disclosed in the Corporate
governarnce statement cn page 74.
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Directors’ responsibility report continued

Annual General Meeting (AGM)

The AGM of 1the Company will be held at [fam on Tuesday
7 June 2022 at The Royal Horseguards Totel and One
Whitehall Place, London, SW1A 2E[.

The notice convening the meeting, together with guidance on voting
at the AGM, 1s sent to all members. You can find more infermation
abour the AGM and voting by visizing royallondon com/abour-us/
members/agm.

Financial instruments

The Group makes extensive usc of financial instruments in the
ordtnary course of 1ts business Details of the risk management
abjectives and polictes of the Group in relation o its financral
instruments, and information on the risk exposures arising from
those (nstruments, are set out in flote 36 tw the financial statements.

Pylitical and charitable donations

No political donations were made in 2021 (2020: £ml). Foundation
grants and community donations totalled £1,072,316 (2020:
£1107 328)

Significant agreements

The Company has contractual and other arrangements with a

wide range of third parties in support of its business activities. The
Company's Qutsourcing and Supplier Managemenrt Policy, owned
by the Risk and Capriral Cornunittee, ensures that the appropriate
fIevels of governance and control are applied by categorising the
criticality and impartance of the services or products that have
been procured. Tiers 1 and 2 are considered 1o be Royal London’s
most material relationships and are subject 1o enhanced levels of
approval, governance and controls, The Risk and Capital Commitzee
reviews the functioning of Tier 1 Supplier contracts annually.

Going concern

The Group’s business activities, along with tts financial positon,
capital strucrure, risk management approach and factors likely to
affect its future performance, are described in the Strategic report.
After malang enquinies, the directors are satisfied that the Group
has adequate resources to continue in business for at least 12
morths from the date of approval of the financial statements and
that, therefore, it is appropriate to adopt the going concern basis
in preparing the financial statements as detailed in nace Kaj to the
financial statements.

Directors’ report disclosures

Certain Directors’ report disclosures have been made in the
Strategic report so as to increase their prominence. These
disclosures include those relating to greenhouse gas ernussions.
finaneal risks, employee involvement, the review of the Group's
business during the year and any future developments.

Auditor

PricewaterhouseCoopers LLP (PwC) has indicated 1ts willingness to
continue in office A resolution to reappoint PwC as the auditor of
the Group will be proposed at the 2022 AGM
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Disclosure of information to auditor

The directors who heid office at the date of approvai of this
Directors’ report confirm that.

so far as they are each aware, there is no refevant audit
information of which the Group's auditor 1s tnaware; and

« cach director has taken all steps that he or she ought to have
taken as a director 1o make himself or herself aware of any
relevant audit information and to establish that the Group's
atiditor is aware of that informarion.

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report

and Accounts, the Directors’ remuneraton report and the financial
statements in accordance with applicable law and regulations,
Company {aw requires the directors 1o prepare {inancial statements
for each financial year. Under that law, the directors have elected to
prepare the Company and Group financial statements in accordance
with UK Generally Accepted Accounting Practice {UK GAAP)
Under company law the directors must not approve the Anmual
Report and Accounts unless they are satisfied that they give a true
and [air view of the state of affairs of the Company and the Group,
and of the profit or loss of the Group for that period.

In preparing the Annual Repert and Accounts, the directors
arc reguired to:

select suitable accounting policies and then apply

them cansistently;

make judgements and accounting estimates that are reasonable
and prudent;

state whether applicable UK GAAP has been followed, subject

to any material departures disclosed and explained in the
financial statements;

prepare the financal statements on the going concern basis unless
it 1s inappropnate to presume that the Company will continue
business; and

make a longer-cerm viahility staternenc chat they have a
reasonable expectaton that the Group will be able to continue

in operation and meet 1ts labilities as they fall due over the peried
to December 2024,

The directors are responsible for keeping adequate accounting
records that are sufficient (o show and explain the Group’s
transactons and disclose, with reasonable accuracy at any tme,

the financial position of the Company and the Group and enzble
them to ensure that the financial statements comply with the Act.
They are responsible for such internal controls as they determine
arc necessary to enable the preparation of financial statements

that are free Irom material misstatement, whether due 10 frand

or error, and have general responsibility for taking such steps

as are reasonably open 10 themn 1o safeguard the assets of the
Company and the Group and to prevent and detect fraud and

other irregularities.

TUnder applicable law and regulations, the directors arce also
responsible for preparing a Strategic report, Directors’ reporrt,
Directors’ remuneraton report and Corporate governance
statement that comply with that law and thase regulations
Legislaton in the UK governing the preparation and disseminanon of
financial statements may differ from legislation in other jurisdictions.

The directors are responsible for the maimenance and imegnity of the
corporate and financial informadon included on the Group's website.



Responsibility statement of the directors in respect of the
annual financial repaort

Hawving taken into account all matters considered by the Board and
brought to its attention during the year, each of the directors whose
names and functions are shown on pages 70 te 72 conflirms that to
the best of their knowledge:

the Group financial statements, prepared in accordance with UK
GAAP, give a true and fair view of the assets. liabilities, financial
position and profit of the Company and the undertakings included
in the conselidation taken as a whole;

the Directors’ report and Strategic report include a fair review
of the development and performance of the business and the
postticn of the Company, and the undertakings included in the
consolidation taken as a wholg, together with a description of

the principal risks and uncertainties that they face; and

the Board considers the Annual Report and Accounts, taken as

a whole, is fair, balanced and understandable and provides the
information necessary for members 1o assess the Group's position,
performance, business medel, prospects and strateqy.

Responsibility statement

The responsibility statement was approved by the Board and signed
en its behalf

Directors’ report

The Directors’ report was approved by the Beard and signed on
its behalf,

Directors’ remuneration report

The Directors’ remuneration report was approved by the Board
and signed on its behalf.

Strategic report

The Strategic report was approved by the Board and signed on
its behalf.

Corporate governance statement

The Corporate governance statement was approved by the Board
and sigried on its behalf.

By order of the Board

Company Secretary

For and on behalf of Royal London Management Services Limited

3 March 2022
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Independent auditors’ report to the members of The Royal London Mutual Insurance Society Limited

Report on the audit of the

financial statements

Opinion

In our opinion, The Royal London Mutual Insurance Society
Limited's Group financial statements and Company financial
statements (the “financial statements™):

give a true and fair view of the state of the Group's and of the

Cormnpany's affairs as at 31 December 2021 and of the Group's

result for the year then ended;

* have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom
Accounting Standards, comprising FRS 102 “The Financial
Reporting $tandard applicable in the UK and Republic of Ireland”,
and applicable law): and

* have been prepared in accordance with the requirements of the

Companics Act 2006.

We have audited the financial statements, included within the
Annual Report and Accounts (the “Annual Report™), which comprise
the Group and Company Balance sheets as at 31 December 2021, the
Consolidated statement of comprehensive income lor the vear then
ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Our opinion is consistent with our reporting to the Audit Committee.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) ("ISAs (UK)") and applicable law.
Our responsibilities under 1SAs {UK) are further described in the
Auditors’ responsibilities for the audit of the linancial statements
scction of our report. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for
our opinion

Independence

We remained independent of the Group in accordance with the
ethical requirements that are relevant to our audit of the financial
statements 1n the UK, which includes the FRC's Ethical Standard, as
applicable to public interest entities, and we have fulfilled our other
cthical responsibilities in accordance with these requirements

To the best of pur knowledge and belicf, we declare that non-
audit services prohibited by the FRC's Ethical Standard were
no provided.

Other than those disclosed in note 8 to the financial statements.
we have provided no non-audit services to the Company or its
controlled undertakings in the period under audit.

Our audit approach
Cverview

Audit scope

« Our audir scope has been determined to provide coverage of
material financial statement Line items. This allowed us 10 test
100% of the transfer to FFA and 99% of the total asset balance

+ Overall we concluded thar this gave us the evidence we needed
for our opinion on the financial statements as a whole

Key audit matters

= Valuation of non-participating value of in-force business
persistency assumptions (Group and Company)

= Valuation of technical provisions - expense assumptions
(Group and Company)

« Valuation of complex investments (Group and Company)

Materiality

= Qverall Group materiality: £90m (2020. £90m) based on 2.2%
of the Fund for Future Appropriations.

» Overall Company materialty: E85m {2020: £85m) based on
2.0% of the Fund for Future Appropriations

= Performance materiality: £68m (2020 £68m) (Group) and £64m
(2020: £64m) (Company).

The scope of our audit

As part of designing our audit, we determined materiality and
assessed the risks of material misstatement in the financial
statements

Key audit matters

Key audit matters are those matters that, in the auditors’ professicnal
judgement, were of most significance in the audit of the financial
statements of the current period and include the most sigmificant
assessed risks of material misstatement {whether or not due to fraud)
identified by the auditors. including those which had the greatest
cffect on: the overall audit strategy; the allocation of resources

in the audit; and directing the efforts of the engagement team.

These marters, and any comments we make on the results of our
procedures thereon, were addressed in the context of our audit

of the financial statements as a whoele, and in forming our opinion
thereen, and we do not provide a separate opinion on these matters.

This is not 2 complete list of all risks identified by our audit.

Police Mutual Assurance Society Limited acquisition accounting
(Group and Company) and transition to UK GAAP (Group and
Company), which were key audit matrors last year, are no longer
included because they related 1o one-off transactions and events
specific to the year ended 31 December 2020. The impact of
Covid-19 on the Group and Company is now much clearer and
assessed as having a limited effect on the operations of the Group
and Company or the going concern assessment performed by the
directors. We have therefore removed this as a specific key audit
matter and have, 1o the extent relevant, referred to the impact

of Covid-19 on our audit work within other key audit matters.
Otherwise, the key audit matters below are consistent with

last year.
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Independent auditors’ report to the members of The Royal London Mutual Insurance Society Limited continued

How otrr audit addressed the -key audit matter

Key audit matter

Vaiuation of non-participating value of in-force business persistency assumptions We focused our tosting un the key areas of udgerent We
{Group and Company) used our ndustry <rowledge and actuanal experence to:
Refer to page 84 of the Repor! of the Audit Comm ttee ara note 26 to the + Examine past events in the data and whether these
financial statements regarcding this area, A sensitvity analys:s 1s included in are representative of the kely future experence. In
note 368 The Group has mater-al non-participating value of n-force business particular, we per‘ormed audi procedures o gan
toraling £2.333m (2020 £2,229mi This is the value of the projectec future profits assurance thal the decision 1o exciuae 2020 data from
fror serwicing oolicies the experience analysis cue te the impacts of Cowd-18,
When valuing the future cast flows of the long-terr business provision, an was aopropnate. Far example, reviewng the analysis
assumpuon needs to be rmade regarding the proport on of existing policies that completed by management over 2020 data, whicr had
will remar in-force infuture ime perods. Persistency ates determine this arc thus been cistorted by the pancemic

are a key assumpton when valurg tre ron-participating value of in-force business. + Corsider the impact Cowid-12 may have on poicyhalder
The persistency assumptions of most s.grficance are the paid-up rates ["PUFs" behaviour ana the economic autlook for 2022 wrich1s
for the Workplace Pensions ousiness assumed willlead 0 an increase ir PUP rates

PUP assumptions are estmated using past experence (the expenence nvestigaticns]  «  Test management s controis over the input of tre

and assumptions about futire changes o policyholder behaviour. These charges persistency assamptions e the valuaton models,

are dfficuit io oredict, aa therefore expert judgements appaed when setting an « Check for contrary evicence. We used our in-house
aparoptiate basis incustry benchmarkierg data to compare the

methodology used by manage—ert to denve the
persistency assumphions with those adepted by
other msurers,
Based on the work performed and the ewidence obtained.
we concluded that the assurmptians usec wereg appropriate

We obtained evidence over key Inputs and assumphons

Valuation of technical provisions — expen.ée assumptjc;;(GroTp am; VCompany)

Refer ta page 84 of the Repart of tre Audit Commitiee ana note 29to the as follews:
financial statemeryts "egarcing thig area A senstivity analysis s included in note 36. = We tested the completeness of the expenses wsed in the
The tachrical prov sions in the fina~cal statements nclude a 1abil ty “or the estmated calculat on of the expense liabilmies, trrough reconciing
futire expenses trat will be incurred 1o mantain the cxisurg pohicies over ther the total expenses recorded within the accounting
exoected durauon This expense liability 1s i cluded within the .org-term records of the Group to the tatal expenses included
business provision of £40,802m {2620 £4218Wm), in the ABC madel
The expense assumotors a e calcuated using an actwily nased costing [ABC Todel.  « We tested the total number of po'icies used in setting
All costs are eategensea as either one-off, acquisiior or mantenance Acguisition expense assurptions. which are requirec for calculating
and mantenarce costs are then allceated across the different procucts, wih cnly the urit cost for each policy, oy corroboratrg these to
the mantenance cost element then consdered .0 the expense reserve calculation data extracts from the policy systems, The data within
as these represent the costs expectec to be incurrec it ulfiling the Group's and the policy systems has alsc beer tested.
Company $ exising long-torm .nsurance cont acts, the model creates 2 maintenance - For a sample, we reviewed project costs and assesses
uniz cost for each poicy wrich, along with expense inflat or assumprions. the nurber mar agement s methodology and Judgeronts that were
of polices ard trer expectec duration s usec o calculate tre nabitty for these appi ed over the nclusian or exc usicn of these costs
expenses from te mairtenarce experses,
The sigruficant assumntiors In th.s Mmote: refate to. - We assessed tre udgerrents made ntre aflocaticn
+ How costs are categonsed petweer one-off, acquisiior or marrtenarce costs. o' costs between acaus:ton ard maintenance and
The categorsation car ce_udgementar, such as the re~oval of certain costs the allocation of costs to differert products. This was
where they are considered to be one-off in nature and what methodology has performed by agreeng a sample of costs to supoort ng
beer apuliea to spit costs between the categaries: and evidence, and trac ng the allocahan of eacr cost witnn
- Ihe cost aiocation oetweer croducts Wrere the costs are not crecty attrbutable the sample trrough the medet, to verfy tha: tre fina:
to a single procuct, ucgements are mace i~ decding ar appropr.ate method o alacauon was appropriate
al.ocate cut costs Preducts have different expectec durators arc therefore tr.s - We recalcu ated the cer-poloy expense atross ai
alocation of costs mpacts e total expense fabity policies and products

+ We compared the resulting expense assumptions 1o tre
expenses ncurred over the prior 12 months 'n order to
satisfy oursefves that the assurptions were sufficentim
aggregate based ontr 5 trend ana ys.s

We have lesied management’s experse inlanon
assumptions

Based on the work performed arg the evicence ottaned,
we concluded trat the expense assumgt ors used n

the year ond valuation of the technical provisions

are agpropi iate
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Key audi{ n;ager

How our audia(;dresse:i 1;1;(21 audit rl;a;ter

Valuation of complex investments (Group and Company)

Refer to page 84 of the Repart of the Audt Comeittee ard note 18 to the

fnancial statements regarding this area. A sensitivity analysis is included in note 36
The Grouo holds Investments across a number of asset ciasses including oroperty
private equity funcs and hedge funds. The assets neld at farr value that were
categonsed as level 3 totalled £10.122m (20°0: £9 G89m| These nvestments are
compiex and trer value s basec on imited or no observable market data Al
investments including property, private equity furds. and other ungucted
investrents are overseen by the Valuation Gversight = orum {formorly Valuation
Oversight Commuttee!,

As such we have focused on these iInvestmerts due to the significant judgement
and estimatior required Ir cetermnirg ther far value They are alsa susceptible to
macrocconomic factors and the turbulence of the current economic cimate. iIncluding
the impact of Cowid-19. ircreases the estmation uncertairty In valuing these assets
Investment property s predominanty held directly ane mdrrectly through real estate
funds maraged by the Group

The valuston of nvestment property 1s determined by third-garty vaiuers engagec
by the Group n accordance with the Royal Institution of Chartered Surveyars [RICS)
Vakiation - Professional Standaids The vahuers used have considerable experience
af tne types of progertes held by the Groun. The valuatiors take into account the
property-specific mformation referred to above {including the curret tenants, rental
income, and the condition ang lacation of the properties), as well as prevating market
yields and market transactions

The valuaton of :nvestments .n private equity and hedge funds s determined oy the
undetlying fund manager on a quarterly basis and assessed by management. At the
year-end, management base their valuations or the most recent guarterly investor
statements for the furds and update for cash flows since the fast valuation up to

the year end.

How we tailored the audit scape

Direct and indirect investment property
We performed the folowing testing, which incluces

procedures perfermed by our Real Fstate valuation experts,

over investment property

+ We obtained valuauon reports from management’s

valuation expoerts as at 31 December 2021 and assessed

tnew objectivity anr! rompetency

We testea the inputs into the valuation, such as rertal

amount and term, for a sample of tenancy agreements

+ We performed a review of the assumgt ons and
methodelogy used oy the property valuation experts ta
confrm that the vaiuation aporoach was in accordance
wth RICS standards

- We per‘ormed a property py-property aralysis
comparing the mvestrment yields and movement i
capital value over 17 months to estmated ranges based
on publsned marke: benchmarks

» We considered recent transactons (baoth acquisiions

anc disposals) to compare the purchase/sale price

to the market value to assess the appropr.atenass of

the vaiuation.

We discussed with management's experts 1o

obitan expianations ‘or ary unexpected or unusual

differences ansing.

Private equity

We performed detalled testing for private equity ang hecge

funds as follows:

+ We confrmed the latest avarlable fund valuation to
starements arepared by the underlying fund managers
or adminstrators.

- We tested transactions since the date of the latest
avataole fund valuaton wretre the valuat onusec by
mariagement was rnot colerminous with the balance

sheet date We alsa ~ade enquimes of the private equty

houses to deterrmene f there are any factors that would

requre an adjustment to the ne? asset values, as well as

perfaremng ndependent searches.
+ We performed lookback precedures, which compare

the unaudited net asset statements used i1 the pror year

valuation with the respective year end acdied financial
staiemernts or valuation statemers
= We considered the fund managers bases of valuation

for these furnos and assessed the approprialeress of tre

valuation methads used.

Based on the work performed and the eviderce obtained,

we found that the valuarons were reascnabre

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements as a
whole, taking into account the structure of the Group and the Company, the accounting proeesses and controls, and the industry in which

they operate.

A component was decmed to be financtally significant and in-scope if it contained more than 10% of the total Group technical provision
liabilitics. A component was also deemed to be tinancially significant and in-scope if it contaimed balances related to one of the arcas of audit
focus. For the one financially significant component identified, being the Company. a full scope audit was performed.

Additional balances from components were selected 10 ensure sufficient coverage across all material financial statement line items, For the
balances identified from these components, specific procedures were performed. Our audit scope allowed us to test 100% of the transfer to

FI'A and 99% of the total asset balance.

Overall, we concluded that this gave us the evidence we needed for our aucht opinicn on the financial statements as a whole.
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Independent auditors’ report to the members of The Royal London Mutual Insurance Society Limited continued

Materiality

The scope of our audit was mfluenced by our application of materiality. We set certain quantitative thresholds for materiality, These,
together with qualitative considerations, helped us to determine the scope of our audit and the nawre, timing and extent of cur audit
brocedures on the individual financial staterment lne items and disclosures and in evaluating the effect of misstaremenis. both individually
and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiahty for the financial statements as a whole as follows:

Financial staterments -~ Graup Financial statermerts - Company
Overall materiality FA0m 12020; £30m;) L85~ 12020 £82my)

2.00% of tre Fund for Future Appropriatons
Rationale for The engagement team concluced that £90 mifior s The engagement team corciuded that £85 miflon 1s
benchmark applied the most appropriate amount when setting an overalt the most appropnate amaunt when setting an overall
matenalty on the engage™er: The guantun of F90 mifion - matenalty on the engagement. [~ quanium of £80 mihon
was determined by considenng the vanous benchrmarks was determined by considening the vanous benchrarks
avalable to us 3s auditors, anc our expenence of auditing  avalable to us as auditors, and our experience of auditing

How we determined it 2.2% of the Fund for FLTTUI;;A;UFODFJ[:UHS

the Graup Fund for future appropniations is the most the Cor-pany Tund for ‘uture appropriations 1s the rmost
apohcablc measure because we regard Fund for future apphcable measure because we ~egard Fund for future
approprations as the primary reasure vsed by the anpropriahions as the primary measure used by rembers
members of the Company. snce t represents the amount  of the Company. since 1 represents the amount of sarolus
ol surplus yel to be aliocatec Lo those members of the yet 1o be allacated to *hose mempers of the Compary anc
Corrpany and to whom our opinion is accressec. wa whom our ap nion 15 addressec.

For each component in the scope of our Group audit, we allocated a materiality that is less than our overall Group materiality. The range
of materiality allocated across components was between £1.4m and £85m Certain components were audited to alocal statutory audit
materiality that was also less than our overall Group mateniality.

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our
audit and the nawure and extent of our testing of account balances, classes of transactions and disclosures, for example in decermining
sample sizes. Our performance materiality was 75% (2020 75%) of overall materiality. amounting to £68m (2020: £68m) for the Group
financial statements and £64m (2020: £64m) for the Company financial statements.

In determining the performance materiality, we considered @ nurmber of facears ~ the history of misstacements, risk assessment and
aggregaton risk ang the effectiveness of controls - and concluded shar an amount in the middle of our normial range was appropriate.

We agreed with the Audit Committee that we would report to thern misstatetnents identified during our audit above £4 5 militon
(Group audit) (2020: £4 5 million) and £4 25 million {Company audit) (2020: £4.25 million) as well as misstatements below those
amounts that, in our vicw, warranted reporting for qualitative reasons

Conclusions relating to going concern

Qur evaluation of the directors’ assessment of the Group's and the Company s ability to continue to adopt the going concern basis of
accoutiimg mcluded:

reviewing the assessment of principal risks and uncertainty facing the Group and Company and the scenarios included in the viability
statement and compared it with our understanding of the nisks and resources of the Group and Company. In doing so, we consider
whether scenarios used by management are sufficiently plausible but severe;

assessing the results of the Group and Company's stress and scenarios testing and their impact on the Group and Company, including
challenging the rationale for the downside scenarios adopted and material assumptions using our knowledge of the business.
reviewing the current and forecast Group solvency investor and regulatory ratios and the own risk and solvency assessment ("ORSA”),
which include a number of severe but plausible scenarios;

+ reviewing regulatory correspondence;

« confirmation of the exisicnce of cash and cash cquivalents and ather financial imvestments to assess the availability of Iiquid asscts,

» assessment of the fair value of financial investments to determine the appropriateness of ther valuation: and

» independent challenge and assessment using our actuarial spectalists over the methodology and assumpnons used in the valuation of the
technical provisions

Based on the work we have perforned, we have not identified any maierial incertamues relating 1o events or condinons that, mdividually
or collectively, may cast significant doubt on the Group's and the Company'’s ability 1o continue as a going concern for a period of at least
twelve months from when the financial statements are authorised for 1ssue.
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In auditmg the financial statements, we have concluded that the
directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriatc.

However, because not alt future events or conditions can be
predicted, this conclusion is not a guarantee as to the Group's
and the Company's ability 1o continue as & going concerr.

In relation to the directors’ reporting on how they have applied the
UK Corporate Governance Code, we have nothing material to add
or draw attention 10 1 relation to the dizectors’ statement int the
financial statements about whether the directors considered it
approprate 1o adopt the going concern basis of accounting

Our respensibilitics and the responsibilities of the directors with
respect to gomng concern are described in the relevant sections of
this report.

Reporting on other information

The other information comprises all of the information in the Annual
Report other than the financial statements and our auditors’ report
thereon. The directors are responsibile for the other information,
which includes reporting based on the Task Force on Climare-
related Financial Disclosures (TCFD) recommendations. Cur opinion
on the financial statements does not cover the other infermation
and, accordingly. we do not express an audit opinion or, except

to the extent otherwise explicitly stated in this report. any form

of assurance thereon

In connection with our audir of the financial staternents, our
responsibility is to read the other information and, in doing so.
consider whether the ather information 1s materially inconsistent
with the financial statements or our knowledge obtamed in the audir,
or otherwise appears o be marerially misstated. If we identify an
apparent material inconsistency or marterial misstatcment, we are
required to perform procedures to conclude whether there is a
material misstatement of the financial statements or a marterial
misstaternent of the other information. If, based on the work we
have performed, we canclude that there 1s a material misstatement
of this other information, we are required to report that fact.

‘We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors’ report, we also
censidered whether the disclosures required by the UK Companies
Act 2006 have been inciuded.

Based on our work undertaken in the course of the audit, the
Companies Act 2006 requires us also 1o report eertain opinions
and matrters as described below.

Strategic report and Directors’ report

In cur opinion, based on the work undertaken in the course of the
aucht, the informatton given in the Strategic report and Directors’
report for the year ended 31 December 2021 15 consisteont with
the financial staternents and has been prepared in accordance
with applicable legal requirements.

In hyght of the knowledye and understanding of the Group and
Company and their environment obtained in the course of the
audit, we did not identify any material misstatements in the
Strategic report and Directors’ report.

Corporate governance statement

1SAs {UK) require us to review the directors’ statements in relation to
gowng concern, longer-term viability and that part of the Corporate
governance statement relating to the Company's compliance with
the provistons of the UK Corporate Governance Code, which the

Tisting Rules of the Financial Conduct Authority specify for

review by auditors of premium listed comparues. Our additional
responsibilities with respect to the Corporate governance statement
as other information are desctibed in the Reporting on other
informarton section of this report.

Based on the work undertaken as part of our audit, we have
concluded that each of the following clements of the Corporate
governance statement 1s materially conststent with the financial
statermnents and our knowledge obtained during the audit, and we
have nothing material to add or draw attention to in relation to

o The directors’ confirmation that they have carried out a robust
assessment of the emerging and principal risks;

The disclosures in the Annual Report that describe those principal
risks, what procedures are in place to idenufy emerging risks and
an explanation of how these are being managed or mitigated;

* The directors’ statement in the financial statements about whether
they considered it appropriate 1o adopt the going concern basis
of accounting in preparing them, and their identification of any
material uncertaintics 1o the Group's and Company's ability to
contnue to do so over a period of at least twelve months from
the date of approval of the financial statements;

The directors’ explanation as to their assessment of the Group's
and Company’s prospects, the period this assessment covers and
why the peniod is appropriate; and

The directors’ statement as t0 whether they have a reasonable
expectation that the Company will be able to continuc in
operation and micet its liabilites as they fall due over the period
of its assessment, including any related disclosures drawing
attention to any necessary qualifications or assumptions.

Qur review of the dircetors’ statement regarding the longer-term
viabthity of the Group was substantially less m scope than an audit
and only consisted of making inquirtes and considering the directors’
process supporting their statement; checking that the statement

is in aligument with the relevant provisions of the UK Corporate
Governance Code, and considering whether the statement 1s
consistent with the financial statements and our knowledge and
understanding of the Group and Company and their environment
obtaned in the course of the audit

I addition, based on the work undertaken as part of our audit, we
have concluded that each of the following elements of the Corporate
governance staterment is materially consistent with the financial
statements and our knowledge obrained during the audit:

« The directors’ statement that they consider the Annual Report,
taken as a whole, is fair, balanced and understandable, and
provides the information necessary for the members to assess
the Group's and Company's position, performance, business medel
and strategy;

* The section of the Annual Report that describes the review
of effectivencess of risk management and internal control
systems; and

s The section of the Annual Report describing the work of the
Audit Committee.

We have nothing to report in respect of our responsibility to report
when the directors’ statement relatng to the Company’s compliance
with the Code does not properly disclose a departure from a
relevant provision of the Code specified under the Listung Rules for
review by the auditors.
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Independent auditors’ report to the members of The Royal London Mutual Insurance Society Limited continued

Responsibilities for the financial statements and the audit

Respansibiiities of the directors far the financial statements

As explained more fully in the Statement of Directors’
Responsibilities, the directors are responsible for the preparation

of the financial statements in accordance with the applicable
framework and for being satisfied thar they give a true and fair
view. The divectors are also responsible for such internal control

as they determine is necessary to enable the preparaton of financiat
statemerts that are free from material misstatement, whether due ta
fraud or error.

In preparing the financial statements. the directors are responsible
for assessing the Group’s and the Company’s ability to continue as
a gomny concern, disclosing, as applicable, matters related 1o going
concern and using the going eoncern basis of accounang unless the
directars either intend to liquidate the Group or the Company or
to Cease aperations, or have no realistuc altermadve but o do s0.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about

whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and 10 issue
an auditors’ report that includes our opinion. Reasonable assurance
1s a high level of assurance, but is not a guaraniec that an audit
conducted in accordance with 1SAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, indvidually or
in the aggregate, they could reasonably be expected 1o influence
the economic decisions of users taken on the basis of these
financial statcriends.

Trregularites, including fraud, are instances of non-compliance
with laws and regulations. We design procedures in line with our
responsibilities, outhned above, to detect matenal misstatements
inrespect of irregularities, including fraud. The extent to which our
procedures are capable of deiecting irreqularities, including fraud,
1s detalled below.,

Based on our understanding of the Group and industry, we identified
that the principal risks of non-compliance with laws and requlations
related 1o breaches of UK and European regulatory principles, such
as those governed by the Prudential Regulation Authority (PRA) and
ihe Financial Conduct Authonty (FCA) and relevant 1ax laws, and
we considered the extent to which non-compliance might have

a marerial effect on the financial statements. We also considered
those laws and regulations that have a direct impact on the

financial statements such as the Companies Act 2006. We

evaluated management's incentives and opportunities for

fraudulent manipriation of the financial statements (including the
risk of overnde of controls), and determined that the principal

risks were related to posting inappropriate journal eniries

to manipulate revenue and management bias in accounting
estimates and judgemental areas of the financial statements, such as
the valuation of technical provistons, the non-parucipating value of
in-force business and financial investments classified as level 3 in the
fair vaiue hierarchy. The Group engagement team shared this risk
asscssmoent wiih the component auditors so that they could nclude
appropriate audit procedures in response 1o such risks in their work.
Audit procedures performed by the Group engagement team and/
or component audirors included:
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discusstons with the Board, management, Internal Audit, senior
management involved in Risk and Compliance functions and the
Group's and Company's legal function including consideration of
fmown or suspected instances of non-compliance with laws and
regulation and fraud;

Evaluation and testing of management's internal controls designed
to prevent and detect irreqularities, in partcular controls around
disclosure of related parties and associated transactions, and
risk-based monitoring of customer processes;

reacding key correspondence with the PRA and the FCAin
relanon 1o comphance with laws and regulations;

attendance at all Audit Comrmittees as well as reviewing other
relevant commirtee meeting minutes, including those of the Board,
Risk and Capital Commijrtiee, Investment Cornmittee, Remuneration
Committee and With-Profits Committee:

reviewing data regarding policyholder complaints, the Group's
and Company's register of fitigation and claims, Internal Audit
reports and Compliance reports in so far as they reflated to
non-compliance with laws and regutations and fraud:

procedures relating to the valuation of the technical provisions
and non-particpanng value of in-force business described in the
related key audit matters section above;

identifying and tesung journal emries, m particalar any journal
entries posted with unusual account combinations which meet
our tisk critera; and

designing audit procedures to incorporate unpredictability
around the nature, tuning or extent of our testing of material

and immaterial financial statement line items,

»

There are inherent limitations m the audit procedures described
above, We are less likely to become aware of instances of non-
compliance with laws and regulations that are not closely related
to events and transacdons reflected in the financial statements.
Also, the nsk of not detecting a material misstatement due to fraud
is igher than the risk of not detecting one resulting from error, as
fraud may nvolve detiberate concealment by, for example, forgery
or intentional misrepresentations, or through collusion

Cur audit testing might include testing complete populatons of
certain transactions and balances, passibly using data audititng
techniques. However, it typrcally involves selecting a limited
number of items for tesung, rather than testing compiete
populations. We will ofien seek to target particular items for
testing based on their size or nisk characteristics, In other cases,
we will use audit sampling 1o enable us 1o draw a conclusion
about the populauon from which the sample is selected.

A further description of our responsibilities for the audic of

thie financial statements is located on the FRC's website at
www Irc org.uk/auditorsresponsibilities. Ths description forms
part of our auditors’ report

Use of this report

This report, including the opinions, has been prepared for and only
for the Company's members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose We
do not, m giving these opinons, accept or assume responstbility for
any other purpose or 10 any other person to whorm this report is
shown or inte whose hands 1t may come save where expressly
agreed by our prior consent in writing,



Other required reporting
Companies Act 2006 exception reportng

Under the Companies Act 2006 we are required to report to you if,

in our opinion:

« we have not obtained all the information and explanations we
require for our audit; or

= adequate accounting records have not been kept by the

Company, or returns adequate for our audit have not been

received from branches not visited by us; or

certain disclosures of directors’ remuneration specified by law

are not made; or

= the Company financial statements are not it agreement with the
accounting rccords and returns.

We have no exceptions to report arising from this responsibility.

Appointment

Following the recommerdation of the Audit Committee. we

were appeinted by the members on 1 December 2000 to aucht

the financial statements for the year ended 31 December 2000
and subsequent financial periods. The period of total uninterrupred
cngagement is 22 years, covering the years ended

31 December 20C0 1o 31 December 2021

Other voluntary reporting

Directors’ remuneration

“The Company voluntarily prepares a Directors’ remuneration
Report in accordarnce with the provisions of the Companies Act
2006. The directors requested that we audit the part of the
Directors’ remuncration Report specified by the Companies Act
2006 to be audited as if the Company were a quoted Company

In our opinion, the part of the Dircctors' remuneration Report to
be audited has been properly prepared m accordance with the
Compantes Act 2006,

T howas Vo

Thomas Robb (Senior Statutory Auditor)
for and on behalf of Pricewaterhouse(copers LLP
Chartered Accountants and Sratutory Auditors

T.ondon
3 March 2022
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Financial Statements

Consolidated statement of comprehensive income

for the year ended 31 Decernber 2021

Group
2023 2020
Technical account - long-term business Notss £m £m
Gross premiums written 3(a} 1156 1018
Quiwards rainsurance premiums e 82 B4
Earned Ee%;arr-;sfnekt& renswrance T 7 ) 1074 477
investment income 4 4196 5447
Unrealised gains on nvestments 4 4875 -
Other income o - 659 346
Tetalincome 10,804 5472
Clams paid
Grpss clams paid & (2,806} 12657)
Rensurers’ share § 53t 505
Change i prowvision for claims
(Gross amount 31 64 7
Remsurers’ share I 2 6
Claims incurred, net of reinsurance o {2,318) (2,081)
Change inlong-term business provision, net of reinsus ance
Gross armount 2714a) 1327 1522}
Remsurers’ share. 271a) (5991 243
o Tt oT ot TTTTm T T T 728 (1279
Change in technical provision for inked habiiies, net of rensurance e 7953 1426
Change in lech?\lgai;);oas?t)n; _net of reinsurance - (7,225) {2,705}
(_:h-anae‘in_n;n-‘p;ni‘ciﬁa?inig value ofin-farce business T 104 140
Net operating expenses r 623 (619}
Investment expenses and charges 10 {275 (222}
Urrealised losses on investments 4 - 1597)
Other charges e ﬂ {275 sk
Total aperating expenses T 7 - (173 (1,695
"Profit before tax and before transfer t 1ot lh;: fund ?or?uture apprcpnauons _ __ :: j : : _ __ B __ o 192 3
Tax alirbutable tolongterm business ) 13) 1)
Transfer to the fund for future approprations I 1 A a
“Balance on technical account - lc?ng termbusiness - —
“Other comprehensive income, retaf tax: T 77 T
Remeasurement of defined benefit pension schemes 24 (B) 267 {1
Foreign exchange rate movements on translation of Group entitesy {10} [36)
Transfer 1o/gdeducnon from;) the fund ‘or fulure appropriaions o 26 257 o ﬂoj‘,

Other comprehensive incotrie for the year, net of tax_

Total comprehensive income for the year

The Company has taken advantage of the cxemption under section 408 of the Companies Act 2006 not o include a Company statement of
comprehensive income. As a murual company, all earmings are retained for the benefit of participating policyholders and are carried
forward within the fund for future appropriations Accordingly. the total comprehensive income for the year Is always nil after the wransfer
to or deduction from the fund for future appropriations
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Balance sheets

as at 3] December 202t

"Group Con;pan;t
2021 2020 2021 2020
Notes fm Em £m £mn
ASSETS - B
intangible assets
Goodwll 13 25 28 25 28
Negative goodwill 13 (44} 102} {3) {9
T, T ¢ T T 9 24 v 19
Gther intangible assets 13 96 70 95 o 69
- - T 77 4B n2 88
Non-participating value of in-force business 28 2333 2229 2,333 2,225
Investments
Land and buldings 14 149 168 48 168
investments in Group undertakings 5 - - 17,684 16327
Other fnanoai mveastments 17 {a) 45293 47507 26,160 31,735
T I o ) 45442 47670 45,993 48225
Assets held to cover linked liabilities 17 {c} 72,697 60,229 72,697 60,229
Reinsurers’ share of technical provisions
Long-term business provision 21 (a} 4,579 5,81 4,529 5138
Clams cutstanding 125 93 i 87
Technical provisions for inked habilites 2/ (b} {53) (29 53) 50)
- - S T ags - 5224 4,587 5175
Debtors
Debtors ansing out of drect nsurance operations 20 46 192 45 48
Debtors ansing out of reinsurance operations 20 56 4 43 33
QOther debtitors 21 499 493 381 433
T T o 60t 7% 474 514
Cther assets
Tanglble assets 22 18 25 - -
Cash at bank and in hand 622 851 392 633
' T T T o 640 876 392 633
Prepayrents and accrued income
Deferred acquisition costs on invastment contracts 23 n3 163 13 163
Other grepayrments and accrued ncome 36 35 — -
T - - R 198 "3 163
Pension scheme ass-et_- T T T T b) ;7 128 357 128
Total assets ST T 18947 17326 127,058 117,384
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Financial Statements continued

Balance sheets continued

2021 2020 2021 2020
Nates Em Em Em £m
LIABILITIES L o o o ) . o
Subordinated liabilities 25 1,333 1,332 1,333 1,332
Fund for future appropriations 26 4,009 3,673 4329 3,993
Technical provisions
| png-term business prowvision 2743 40,802 42181 40,863 42 245
Ciaims outstanding ~ ) L 32t 258 291 234
41,123 42,440 41,154 42,479
Technical provisions for linked liabilities 27 (b 72,499 80,059 72,499 60,059
Pravisions for other risks
Deferred taxation 30 228 140 241 144
Other provigions i i ] ! 250 282 24 28
478 422 482 17
Creditors
Creditors ansing out of direct insurance operations 32 (3} 264 237 252 216
Crediars ansing out of rensurance operatons 32 bl 2535 28N 2.526 7.869
Amavints owed 1o credit institutions 32ic! 42 77 42 77
_Othg:r_cred\iors_:nc&gc_jmg taxation and social secunty 32 1dh 4,562 6.055 4 400 o 2.828
7,403 9,235 7,220 8,985
Pension scheme liability 241b) - 44 - 44
Accruals and deferred income 33 102 121 1 75
Total liabilities ] 126,947 117,326 127,058 117,384

The Company is a mutual company and consequently the profit for the year is reported as £nil after a ransfer to or deduction from the fund

for future appropriations.

The financial statemenis on pages 130 1o 208 were approved by the Board of Directors and signed on its behall on 3 March 2022,

Daniel Cazeaux
Group Chief Financial Officer

Registered number: 39064 (England & Wales)
The Royal London Mutual Insurance Society Limited
55 Gracechurch Street, London, EC3V ORL
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Notes to the financial statements

Far the year ended 31 December 2021

1. Accounting policies

This section describes the Group's significant accounting policies
that relate to the financial statements and notes as 4 whele. If an
accounting policy relates 1o a specific item, the applicable
accounting pelicy is contained within the relevant note. These
policies have been consistently applied to all years presented unless
otherwise stated.

(a) Basis of preparation

The Royal London Mutual Insurance Society Limited (the ‘Company’
or ‘RLMIS? is a private company limited by guarantee, incorporated
and registered in England and Wales with its registered office being
55 Gracechurch Street, London, EC3V ORL.

The financial statements of the Group and the Company (‘the
financial statements?) have been prepared in accordance with UK
accounting standards, including Financial Reporting Standard (FRS)
102, 'The Fmancial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland’ and FRS 103, ‘Insurance
contracts. The financial statcments are also prepared in compliance
with the Companies Act 2006 and under the provisions of the Large
and Medium-sized Companics and Groups (Accounts and Reports}
Regulations 2008 {'the Regulations’) relating 1o insurance groups,
except that a true and fair override has been applied to:

« measurc subsidiaries in the consolidated financial statements at
fair value through profit or loss {FVTPL" when they are not
consclidated because they are held as part of an investment
portfolio - see note 1 {b) : and

+ measure iNvestments in associates that are part of an investment
portfolio at FVTPL in the consolidated financial statements
instead of using equity accounting - see note 1 (b).

The Group and Company are exempt from the requirenments of
Section 7 of FRS 102 to prepare a cash flow statement, as muiual life
assurance companies are excluded from compliance with that
section.

The Company has taken advantage of the exemption in section 408
of the Compantes Act 2006 from presenting its individual statement
of comprehensive income. The Company is a mutua! company and
consequently the profit for the year is reported as £nil after a
transfer to or deduction from the fund for future appropriations.

The financial statements have been prepared under the historical
cost convention, as modified by the mclusion of certain assets and
liabilities at fair value as permitted or required by FRS 102.

The functional currency of the Group and Company is considered to
be pounds sterling because that is the currency of the primary
economic environment in which the Company operates. Foreign
operations are included in accordance with the policies set out in
note 1{d). Unless otherwise stated, all figures in the financial
statements are presented rounded to the nearest million pounds.

The Group's busmness activities, financial position, capital structure,
risk management approach and principal risks and uncertaintics are
described m the Strategic report.

The Group has considerable finangial resources together with a
diversified business model. The directors believe the Group is well
placed 1o manage its business risks successfully.

The Group has an estimated Group Regulatory View solvency
surplus of £2.8bn and capital cover ratio of [73% at 31 December
2021, which is after the regulatory requircment to restrict the
closed fund surpluses of £2.9bn The Group's business plan forecasts

that the Group Regulatary View solvency surplus and capital cover
ratio will remain robust and within target range for at least the 12
months following approval of the financial statements.

The business plan is subject to stress and scenarte testing. The most
adverse scenario contains severe but plaustble assumptions including
adverse economic impacts including protracted slumps in consumer
spending and business investment, high unemployment and
inflationary pressures. This severe but plausible scenario
demonstrates that the capiial position remams sufficient (o cover
capital requirements for at least the next 12 months and beyond.
Further details on the stress and scenario testing on the business plan
can be found on pages 66 and 67 in the Strategic report.

Sufficient liquidity is available to settle liabilities as they fall due.
Ongoing monitoring is in place over the liquidity coverage ratios
and matching of asset and liability maturity profiles, and cash flow
forecasts are also stressed under severe but plausible scenarios to
ensure adequate levels of liquid assets are available to fund claims
and other expenses.

Having considered these matters and after making appropriate
enquiries, the directors are satsfied that the Group has adequate
resources to continue (o operate as a going concern for a period of
at least 12 months from date of approval of the financial statements.
For this reason, they constder it appropriate to continue o adopt
the going concern basis in preparing the financial statements. The
directors have also concluded that there are no matenial
uncertainties over the Group's ability to adopt the going concern
basis of accounting.

{b) Basis of consclidation

The Group financial statements incorporate the assets, liabilities and
results of the Company and its subsidiaries, and the Group's share of
the results of associates, excluding investment fund subsidiaries and
associates, held as part of an investment portfolio,

As required by Section 9 of FRS 102, subsidiaries that are held as
part of an investment portfolio are not consolidated and are
included within the consolidated financial statements as investments
within ‘Other financial investments’, measured at FVTPL. The
inclusion of these assets at FVTPL 1s a departure from the
requirements of paragraph 30 of Schedule 3 to the Regulations,
which has been apgplicd so that the financial statements give a true
and fair view.

Investments tn associates that are part of an investment portfolio are
also included in the consolidated financial statements as investments
within ‘Other financial investments’, measured at FVTPL in
accordance with Section 14 of FRS 102. The inclusion of these assets
at FVTPL is a departure from the requirements of paragraph 21 of
Schedule 6 to the Regulations, which has been applied so that the
financial statements give a true and fair view.

The Group applics the purchase method in accounting for business
combinations. The cost of business combinations comprises the fair
value of the consideration paid and of the liabilities incurred or
assumed and any directly atiributable expenses. The value of
deferred consideration payable on acquisition or recetvable on
disposal of a subsidiary is determined using discounted cash flow
techniques.
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Financial Statements continued

Notes to the financial statements continued

1. Accounting policies {continued)

The financial statements produced by subsidtaries for inclusion in the
Group financial statements are prepared using accounting policies
cansistent with those adopred by the Group. lntra-group
transactions, balances and unrealised gains and losses on intra-group
transactions are eliminated on consplidation.

Investments in associates that are not part of an investment portfolio
are included in the consolidated financial statements using the equity
method. Under this method, the cost of the investment in a given
associate, wogether with the Group's share of that entity’s post-
acquisition changes to shareholders’ funds, 1s included as an asset
within Other financial investments in the Group balance sheet. The
Group's share of their post-acquisition profit or losses 15 recognised
in the consolidated statement of comprehensive income within
[nvestment income.

The accounting pohcics for Goedwill and for Investments in Group
undertakings including subsidiaries, associates and other significant
investments are detailed in notes 13 and 15.

{¢) Classification of contracts

The Group classifies its products for accounting purposes as
insurance. investment, or investment with discretionary
participation features. Insurance contracts are those contracts chat
transfer sigmificant insurance risk. Contracts that do not wransfer
significant insurance risk are imvesiment Contracis.

A discretionary participation feature is a contractual right held by a
policyhoider to receive additional payments as a supplement 1o
guaranteed benefits:

« that are likely to be a significant propertion of the total
contractual payments; and

* whose amount or timing is contracwally at the discretion of the
issuer and that is contractually based on:

- the performance of a specified pool of contracts, or a
specified type of contrace, or

- realised and/or unrealised investment returns on a specified
pool of assets held by the issuer, or the profii or loss of the
company that issues the contracts.

Such contracts are more commonly known as ‘with-profits’ or as
‘participating’ contracts.

Hybrid contracts are those where the policyholder can invest in and
switch between both unit-linked (non-participating) and unitised
with-profits (parucipating) investment mediums art the same time.
Certain hybrid contracts that are classified as investment contracts
are treated as if they were wholly non-participating investment
contracts when accounting for premiums, claims and other revenue
Hybrid contracts that contain significant insurance risk are classified
as Insurance contracts.

The Group secks (0 reduce its exposure 1o potential losses by
reinsuring certain levels of nsk with reinsurance companies
Reinsurance contracts that meet the classification requirements for
insurance contracts set out above are classified as reinsurance
contracts held. Contracts that do not meet these classification
requirements are classified as financial assers.
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{d) Foreign currency translation

Revenue transactions and those relating to the acquisition and
realisation of investments have been translated into sterling at the
rates of exchange ruling at the time of the respective transactions.
Assets and liabilities denominated in foreign currencies are
expressed in sterling at the exchange rate ruling on the balance
sheet date. Exchange differences from the settlement of transactions
and from the translation of assets and liabilities at period-end
exchange rates are dealt with in the statement of comprehensive
income under the same heading as the undetlying transactions are
reported.

The results of foreign operations are translated at average rates of
exchange for the year. The assets and lLiabilities of foreign operations
are translated into sterling at the rates of exchange ruling at the
balance shect date. All resulting exchange differences are
recogniscd in other comprehensive income

{e} Impairment of financial assets

Financial assets held at amortised cost are assessed for impatrment
using expected credit losses. Expected credit losses are calculated
by using an appropriate probability of default and applying this to
the estimated exposure of the Group at the pomnt of default.

At inftial recogninon, allowance is made for expecied credit losses
resulung from default events that are possible within the nexy 12
months (12-month expected credit losses; referred 10 as stage 1). In
the event of a significant increase in credit risk, allowance is made
for expected credit losses resulting from all possible default events
over the expected life of the financial instrument (lifetime expected
credit losses; referred 10 as stage 2). Financial assets which have
defaulted or arc otherwise considered to be credit impaired are
allocated to stage 3.

The loss allowance for lease receivables and trade receivables
without a significant financing component 1s measured at an amount
equal 1o lifetime expected credit losses, in accordance with the
simplified approach in [FRS 9.



1. Accounting policies (continued)
if) Judgements and key sources of uncertainty
The preparation of financial statements requires imanagement 1o

make judgements in the process of applying the Group’s accounting
policies. In selecting accounting policies where FRS 102 and FRS 103

permit a choice of policy. the directors have applied judgement in
determining the most appropriate policy. Judgements which have

been applied in these financial statements are as follows:

the measurcment basis for financial assets under IFRS 9 depends
on an assessment of the Group's business model for managing the
financial assets and whether the cash flows represent solely
payments of principal and interest. Further detail is given in note
17. For financial liabilities, other than derivative liabilities, the
measurement basis is amonised cost unless the liability is
designated at FVTPL. Further detail is given in note 32;

the Group has holdings i investment funds which are classified
as substdiaries, but which are not consolidated in the Group
financial statements, Section 9 of FRS 102 requires that
subsidiaries ‘held with a view to subsequent resale’ are not
conselidated and are instead included as mvestments held at
FVTPL. The definition of ‘held with a view 10 subsequent resale’
includes assets held as part of an investment portfolio. The funds
are held within the unit-linked funds of the Group or are held 1o
back non-linked liabilities and therefore are considered to form
part of the Group's investment portfolio. As a result, these funds
are not consolidated and are held as invesiments at FVTPL in
the Group's balance sheet;

FRS 102 allows a choice between a cost or fair value
measurement madel for owner-occupied land and buildings,
investment property rented to another Group entity and certain
investments in Group cntities. The Group and the Company have
applied a fair value model to these assets. The fair value model
has been used in order to match asset valuations to the valuation
of the related policyholder liabilities;

the financial liabilitics for umit-linked non-participating
investment contracts have been designated at FVTPL because
the unit-linked liabilitics are part of a group of financial assets
and financial liabilities that arc managed and whose performance
is evaluated on a fair value basis;

the Group categorises assets and liabilities measured at fair value
using a three-level hierarchy. Assets and liabilities categorised as
Level | are valued using quoted market prices and therefore
there is minimal judgement applied in determimng fair value.
However, the fair value of assets and liabilities categorised as
Level 2 and, in particular, Level 3 is determined using valuation
techmques. These valuation techniques involve management
judgement and estimates, the extent of which depends on the
complexity of the item and the availability of market observable
information. Further details of the valuation techniques applied
are described in note 18;

the classification of contracts as insurance or investment on
initial recognition, which requires an assessment of whether
significant insurance risk has been transferred to the Group; and

the determmation of whether the Group has control over an
entity, which requires the consideration of several factors, as set
out I note 15.

The preparation of financial statements also requires the use of
certain critical accounting estimates and assumptions that affect the
amounts reported in the balance sheet and statement of
comprehensive income and the disclosure of contingent assets and
liabtlities at the date of the financial statcments. Although these
estimates are based on management’s best knowledge of current
circumstances and expectations of future events and actions, actual
results may differ from those estimates, possibly sigmficantly.

This is particularly relevant to the following:

the valuation of the Group's assets and labilines held at FVTPL.
The fair value measurement note {note 18) explains the
assumptions used in the valuation, particularly in respect of
Level 3 assets and liabilities. The impact on the Group's result of
changes in these assumptions 10 reasonably possible alternative
assumptions is alsc illustrated;

intangible assets are recognised and where necessary tested for
impairment using the present value of future cash flows
expected (o arise from the asset. Significant estimates include
forecast cash flows and discount rates. Further information ts
provided in note 13;

insurance and investment contracts. The key assumptions used in
calculating the year-end insurance and investment contract
liabilitics are described in note 29:

provisions, contingent liabilities, and contingent assets — the
Group cvaluates whether a provision or a contingent liability
should be recognised by assessing the likelihood of a
constructive or legal obligation to setrle a past event and
whether the amount can be reliably estimated. The amount of
provision is determined based on the Group's estimate of the
expenditure required o settle the obligauon. Further
information is shown tn notes 31 and 34. The Group assesscs
whether a contingent assct should be disclosed by considering
the likelihood of an inflow of economic benefits; and

pension schemes - note 24 sets out the major assumptions used
10 calculate the pension scheme asset and the sensittvity of the
schemes’ habilittes to changes in key assumptions.

In addition to the above, the sensitivity of the Group and the
Company's assets {including non-participating value of in-force
business) and insurance contract liabilitics to insurance risk and
market risk is analysed in note 36
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Financial Statements continued

Notes to the financial statements continued

2. Segment Information

Accounting for segmental reporting

The operating segments reflect the level within the Group at which key strategic and resource aliocation decisions are made and the way
in which operating performance is reported internally to the chief operating decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing performance of the operating segments, has been identified as the Company’s Board of
Directors.

{a) Operating segments

The Group’s segmental reporting has been updated in 2021 to align the cperating segments to the new Group operating structure. As a
result, the new reporting segments are UK, Asset Management, and Ireland. The 2020 results have been restated on this basts. There is no
change to the wral Group operating profit for the year ended 31 December 2020.

The activities of each operating segment are described beiow-

UK
The UK segment includes the previous Intermediary, Consumer and Legacy segments. The UK business provides pensions and other
retirement products 1o individuals and to employer pension schemes and protection products to individuals in the UK.

Assel Management

The Asset Management segment comprises Royal London Asset Management Holdings Limited and its subsidiaries, RLAM provides
investment management services to the other entities within the Group and to external clients, including pension funds, local authorities,
umversities, and charitics, as well as individuals.

reland
The Ireland business was previously shown within the "Other’ segment and comprises the Group's Irish subsidiary, Royal Londen Insurance
DAC (RLI DAC). It provides intermediated protection products to individuals in the Republic of Ireland.

{b) Operating profit

A key measure used by the Company's Board of Directors te monitor performance is operating profit, which is classed as an Alternative
Performance Measure. The Company'’s Board of Directors considers this measure provides a more meaningful indication of the underlying
trading of the Group than statutory profit.

Qperating profit before tax is the transfer to the Fund for Future Appropriations before Other Comprehensive Income excluding: short-term
mvestment return variances and cconomic assumption changes; amortisation and impairment of goodwill and other intangibles arising from
mergers & acquisitions; ProfitShare; tax; and one-off items of an unusual nature that are not related to the underlying trading of the Group.
Profits arising within the closed funds are held within the respecuve closed fund surplus; therefore, operating profit represents the result of
the Royal London Main Fund.

The presentation of certain items to arrive at the Group's operating profit has been updated m 2021 to allocate both mcome and expenses,
where relevant, into the operating segments These changes to presentation have been made to better reflect how the business is managed
and to provide improved granularity of the costs the business incurs. Costs are now presented under the following three headings:

« 'Business development and other costs’ are those costs that relate to the enhancement of current or creation of new customer products
and propositions, including product refated regulatory change.

+ ‘Strategic development costs’ are costs that refate 1o major strategic projects that are expected o dehver value for the Group by
improving operations, dclivering significant new product lines, or enhancing the structure or capital efficiency of the Group

= ‘Corporate costs' relate 10 Group-wide activities and hence are not allocated to operating segments. Thesc include central management
and brand costs, pensions, corporate development activities and Group-wide change activities, such as IT security.

Prior year comparatives have been restated so they are presented on a consistent basis to 2021 although the overall operating profit before
1ax 1s unchanged.

Revenucs, assets, and labilities by segmemt are not given as this information is not provided to the Company’s Board of Directors and
consequently there is ne reconciliation of reportable segments' revenues, assets, or habilities to the Group totals.
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2. Segment Information {continued)
The operating profit by segment is shown in the following table.

Group - 2021 Group - 2020
Asset Assat
UK  Management Ireland Total UK Management Ireland Total
£m £m £m £m £m Em £m Em
Lorg-term busmess
New business contribution 47 7 164 137 -~ 1? 149
Existing business contnbution 18 — 7 125 96 -~ 3 99
Contripution from AUM and other
businesses 29 95 - 124 8 87 - 95
Business development and other
costs {20) 17 - {37) (26) [16) - (42)
Strategic development costs {47) {7} 8) 62 89 - @3 82
Result from aperating segments [l 227 71 16 314 126 N 12 209
Carporate costs {106} T (93)
Financing costs I {75) - el
Group operating profit before tax J§ 133 - 7: _ _ s
Economic movements 225 210
Amortisation of goodwill arising
from mergers and acquisitions 3 12
Profit on sale of subsidianes - 1
ProfuShare {169 o _{48)
Profit before tax and before
transfer to the fund for future
appropriations 192 131
(c} Geographital analysis
The table below presents income split by geographic region in which the underlying business was written.
- T Growp-ol " Group - 2020
Ireland and Ireland and
UK other Total UK other Tetal
€m fm Em £m £m £m
Revenues
farned premiums, net of rensurance 1032 42 1074 440 37 477
Investment income 4,196 - 4196 5,447 — 5447
Unreaiised gains on mvestments 4875 - 4875 - - -
Other ncome: 655 4 659 _ 544 4 b8
Totalincome 10,758 46 10,204 6431 41 6,472

The directors consider the Group and Company's external customers to be the individual policyhalders and investment clients. As such, the
Group and the Company are not reliant on any individual customer.
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Financial Statements continued

Notes to the financial statements continued

3. Premiums

Accounting for premiums

Gross premiums written and outward reinsurance premiums refate to insurance and non-hybrid participating investment contracts. They

are accounted for when due for payment except for recwring single premiunts and premiums it respect of unit-limked business, which are
accourtted for when the related habilities are established.

For non-participating (unit-linked) mvestment and certain hybrid participating investment contracts the amounts received as premiums are
not included in the statement of comprehensive income but are accommted for as deposits received and are added to the vaiue of
mvestment contract liabilities in the balance sheer.

[a} Gross premiums written

Group
2021 2020
£m £m
Direct nsurance
Individual premiums 144 1606
Premiums under group contracts e . 4
S T s s s mr s T 1,156 1,018
Direct Insurance
Regular premiums 931 an
Single premuims 225 ‘ 147
______ - TS s T T s T e 1,156 - 1018
Direct insurance
Nar-probt insurance contracts 846 724
Participating insurance cantracts 200 w7
Participating investment cantracts it 9
Urnt-inked insurance contracts 93 108
- - - - -0 - T T T 1156 1018

{9} Premiums received on investment contracts

The amounts recetved in relation to non-participating (unit-linked) and certain hybrid participating investment contracts by the Group

during the year were £10.669m (2020: £8.063m) in respect of non-participating contracts and £8m (2020: £7m} in respect of hybrid
participating contracts.
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4. Investment refurn

Accounting for investment return

Investment return comprises all investment income, including property rental mcome, realised investment gains and losses and movements

in unrealised gains and losses, net of investment expenses and charges.

Investment income derived from assets held at FVTPL includes dividends and interest income. Dividends are recorded on the date on
which the shares are declared ex-dividend. Dividends are recorded gross, with the related withholding tax included within the tax expense
as foreign tax. Interest income is recognised on an accruals basis. Rental income from investment property. net of any lease mcentives
received or paid, is recognised on a straight-line basis over the term of the lease. Realised gains and losses on investments held at FVTPL
are calculaied as the difference between net sales proceeds and purchase price.

Movements in unrealised gains and losses on investments represent the difference between the valuation at the balance sheet date and the

valnation at the last balance sheet date or their purchase price for those acquired during the period, together with the reversal of

unrealised gains and losses recognised in earlier accounting periods in respect of investment disposals in the current period.

2021 2020
£m £m
Investment income
Incorme from finanaial Investments hetd at FYTPL 1,508 1526
Income from investment property 240 210
Net realised gans on nvestment property 20 3
Net realised gains on other investments held at FVTPL 2422 3.690
Interest income from cash at bank at amortised cost - 1
Net fareign exchange gan 7 17
Group's share of the results of asscciates accounted for using the equity method {1 -
Total investment income T T o 4,196 5447
Net unrealised gans/{losses) on investment property o9 {3201
Net unrealised gans/{losses) on financial investrments at FYTPL S 4,284 {2ry
Net unrealised gains/{iosses) on investments S 4,675 {997)
Investment expenses and charges [note 101 {2795) (222}
Total investment return - Tt - o 8,796 4.623

Income from investment property includes service charge income The 2020 comparative income from investment property of £210m was
stated net of related property maintenance costs of £29m. For 2021 property maintenance costs are included within property expenses

(note 107,

The net unrealised gains/{losses) on financial investments include a loss of £256m (2020: gain of £218m) in respect of an unquoted debrt

security held under a reinsurance arrangement (see note 32(b))
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Financial Statements continued

Notes to the financial statements continued

5. Other income

Accounting for other income
Other income principally comprises fee income from managing investment funds and commission income where the Group acts as an
mtroducer for certain third-party insurers.

Marnagemient fees arisitg from imvestment and fund managetaent contracts are recorded in the statement of comprehensive income in the
period it which the services are provided. Initial fees relating o the provision of future services, are deferred and recognised in the
statement of comprehensive income over the anticipaced peried in which the services will be provided. Such deferred fee income is shown
as a fiabitity in the balance sheet.

Commission income and profit commission received on the underwriting results of third-party insurers is recognised in the statement of
comprebhensive income as the relared services are provided.

The negative goodwill is recognised in profit or loss as set out in note 13.

Group
2021 2020
£m £m
f ee income from mnvestment contracts 321 279
Fund management fee ncome 227 By
Change in deferted fee income 34 115}
Comrmnussion income 14 14
Substrniption income 3 7
Amortisation of negatve goodwil 8 2
Cther ) B ) - 42 %
B o - s s mr e mr m T T T 659 548
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6. Claims

Aceounting for claims

Gross claims paid and the reinsurers' share of claims paid, relate to insurance and non-hybrid participating investment contracts. For nor-
linked policies, maturity claims and annuities are accounted for when due for payment. Surrenders are accounted for when paid or. if
earlier, on the date when the policy ceases to be included within the calculation of the related contract liabilities. Death claims and all cther
nofi-linked claims are accounted for when accepted. For linked policies, claims are accounted for on cancellation of the associated units.

Claims payable include refated claims handling costs. The reinsurers’ share of claims paid is accounted for in the same period as the related

claim,

Amounts repaid as claims on non-participating {unit-linked) investment and certain hybrid participating investment contracts are not
included i the statement of comprehensive incomme but are accounted for as deposits repaid ard are deducted from investment contract

liabilities.

{a) Claims incurred

Group
2021 2020
Reinsurers’ Reinsurers’
Gross share Net Gross share Net
o £m £m Em £m £m Em
Claims paid
Insurance contracts 264 {534 2,086 2451 [505) 1946
_ Participating investment contracts _ 189 - 83 206 .
2,806 {531 2275 2,657 {505) 2152
Change in prowvisions for claims
Insurance contracts 64 21 43 {71 5] (71
__Participatng investment contracts L - - - = -
64 {20 43 {77} 6 {71)
Claims incurred
Insurance contracts 2681 (952) 2,129 2.374 14589} 1875
_ Parucipating nvestment contracts o 189 - 89 206_ o 206
2,870 {852) 2318 2580 {499) 2,081

{b] Deposits repaid on investment contracts

The deposits repatd by the Group during the year totalled £5,862m (2020: £4,625m) in respect of nor-participating investment contracts
and £61m (2020: £59m) in respect of hybrid participating investment contracts.
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Financial Statements cornitinued

Notes to the financial statements continued

7. Net operating expenses

Accaunting for net operating expenses

Net operating expenses comprise costs relating to the operating activities of the Group. These costs are charged to the statement of
comprehensive income as they are incurred.

Group

20 2020

Em €m

Staff costs (note 9) 203 192
Movement i deferred acqusiion costs ononvestment contracts 50 3
Acquisition commission 155 147
Renewal commission 33 30
Depreciation and imparment of tangbie assets it 6
Inforrmation systems, mantanance and rent 74 8t
Property costs )it 15
Regulatory, professional and adrmimistration fees 73 8?2
Movement in provision far future commission 10} 3
Amortisation and impairment of intangiles 5 -
Other expenses 8] 3
- -

8. Auditors’ remuneration, net of VAT

S - o o - n - o - - - B h - - o GTDUP - N N
20zt 2020

£000 £000

Fees payable 1o PwC for the audtt of the Company and consoidated financal staterments 2,906 2815

Fees payable to PwC for other services.

Augit of the Company s subsidiaries 1170 1,083
Audit related assurance services 1065 1051
Other assurance services 392 384
Other nomraudit services 56 108
S T T T T T T T 5586 5433

The appointment of auditors to the Group's pension schemes and the fecs paid in respect of those audits are agreed by the Trustee of the
schemes who acts mdependently from the management of the Group.

Group

2021 2020

£000 £000
Audit fees in respect of the Royal London Group Persior Scheme 70 7z
Audit fees in respect of the Rayal Liver Assurance Superannuation Fund ] 7
Audit fees in respect of the Royal uiver Assurance uirmited Superannuation Funa [RCH 15 15
Audit fees in respect of Royal London lreland Bension Plan 5 E
T e o .

Additional information on the nen-audit services provided by the auditor to the Group is provided in the Report of the Audit Commitiee on
page 85, including how objectivity and independence 1s safeguarded. In accordance with The Companies (Disclosure of Auditor
Remuneration and Liability Limitation Agreements) Regulations 2008 the Company has not disclosed the fees payable 1o the Company's
auditors for 'other services as this information is included in the Group disclosure above.
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9. Staff costs
(a) Aralysis of staff costs

Group Campany

2021 2020 2021 2020

£m £m £m £m
Wages and salanes 296 275 283 238
Social secunly contributions 29 27 28 26
Other pensien costs - defined cantribution arrangements 26 24 25 24
Other pension costs - defined benefit schemes [note 24} 6 10 6 10
Terminaton benefits 7 3 7 3
T T T T 384 339 349 322

The Company pays its employees via a subsidiary company. Wages and salaries include contractor costs. The total staff costs of the Group
of £364m (2020: £339m) are included within the consolidated statement of comprehensive income within the following lines:

Group
2021 2020
£€m £m
Net operating expenses (note 7} 203 92
Investment expenses and charges note 10) 89 o7
Other charges {note 11) 72 90
T T S o a 364 ~ 33
- T - orow Company
201 2020 2021 2020
Number Number Number Mumber
The average number of persons (Including executive directors) employed during
the year was:
Sales and sales support 395 a12 328 460
Admirstration 4,297 41 4,016 3,763
o - 7 aB92 4623 4344 4,223

The average number of persons employed during the year disclosed for 2020 has been adjusted so it is prepared on a consistent basis with
2021

(b) Directors’ emoluments

Group
2021 2020
I — . fm
Tolal emaluments T - - 4 3

Full details cf the directors’ emolumcnts are included in the Directors’ remuneration report on pages 98 to 18, The information included
theremn, together with the table above, encompasses that required by the Companies Act 2006.
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Financial Statements continued

Notes to the financial statements continued

9, Staff costs (continued)
{c) Key management compensation payable
Compensation payable to key management, including cxecutive directors, is shown in the table below.

Group Compary

2021 2020 202t 2020

£m £m €m £m

Salanes. short-term incentive plans and other benefits 15 5] 0 n
Change in amounts payable under long-term ncentive plans 5 5 2 _ 4
S 20 22 2 15

The Group's policy for determining key management remuneration, including for executive directors, is for total remuneration to be at the
median of the UK financial services marker. Bonus plans are designed o encourage and reward increases in the value of the business for the
benefit of members, while maintaining awards and conditions within risk appetite, through the use of short and long-term incentive schemes.
The total amount recetvable by key management, including execusive directors, under long-term incentive plans was £5m as at 31 December
2021 (2020: £6m). The amount of long-term incentive plans exercised by key management durmg the year was £5m {2020: £10m).

10. Investment expenses and charges

Accounting for investment expenses and charges

Investment expenses and charges comprise costs relating to the investing activities of the Group. These costs are charged to the statement
of comprehensive income as they are incurred.

Group

202 2020

Em £m

Froperty expenses 66 34
Other transacton costs 9 4
Costs of n-house Investment maragement operations - staff costs inate 9 89 57
Costs of in-house investment management operations - other 103 10
Other 8 7
_____ T T - 25 0 222

Property expenses includes property maintenance expenses, which were reported within meome from mvestment property for the year
ended 31 December 2020 (note 4).

1. Other charges

Accounting for other charges

Interest payable on subordinated liabilities is calculated using the effective interest method and includes the amortsation of any discount
and atiributable transaction costs {see note 25).

Other project staff costs and other project costs are charged to the statement of comprehensive income as they are mewrred.

Group
2021 2020
£mr Em
Interest nayahie on subordinated liabiites w 77
Other project staff costs note 9! 72 30
Other project costs 26 80
S T T T T e e e e B 215 257
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12. Tax expense

Accounting for tax

Tax expense comprises current and deferred tax and is recognised in profit or loss except to the extent that it relates to items recognised

directly in other comprehensive income, in which case it is also recognised directly in other comprehensive income. Both current and
deferred tax are calcutated using tax rates enacted or substantively enacted at the balance sheet date.

Current tax

Current tax is the expected tax payable on the taxable income for the year and any adjustment to tax payable in respect of previous years.

{a) Tax attributable to long-term business in the statement of comprehensive income

Group
2021 2020
£m £m
Tax has been provided as follows:
UK corporation tax charge
Current year 26 68
Adjustments in respect of prior periods 7 [2)
ROl corpeoration tax charge
Current year 1 §
Adjustments i respect of prior periods - - 12
- T T S M 70
Foreign tax partally relieved against UK corporation tax 6 7
Deferred tax [note 30] o 73 ]
o - T T - 13 51

{b} Reconciliation of the effective tax rate

Tax on the Group's profit before tax differs from the theeretical amount that would arise using the weighted average 1ax rate applicable to

the profits of the Group as follows:

Group
2021 202¢
£m Em
Profit before tax and before transfer to the fund for future appropriations S 192 Rl
Tax calculated at the apphicable tax rate 38 26
{-actors affecting tax charge
Accounting profit not subject to palicyholder tax (26) {2y
items taxed on a different bass for Iife assurance companies 89 40
Items disallowed m ax computation (3 6)
Croup cansolidation adjustments 9 5
Foreign tax parhally refieved against UK corporation tax o 6 /
Tax charge for the year S 13 51

1. Corporation tax in the consolidated staternent of comprehensive income has been calculated at a rate of 20% (2020: 20%) on the taxable profits in respect off

insurance business ol the long-term fund, at 12.5% {2020 12 5% on the taxable profits of the Irish subsidiaries of the long-termn fund, 12 5% (2020: 12.5%) on the taxable

profits of the Irnsh Branch of the Group's UK manzgement company and at 19% (2020: 19%) on the taxable profits ol the UK subsidiaries of the long-term fund.

The UK corporanon tax rate will increase to 25% from 1 April 2023; this change was substanuvely enacted on 24 May 2021 and, therefore, is recogmsed in the

measurement of redevant deferred tax balances in these financial statements,
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Financial Statements continued

Notes to the financial statements continued

13. Intangible assets

Accounting for intangible assets

Goodwill

Goodwill is the excess of the fair value of the consideration for a business combination plus directly atributable costs, over the fair value of
the identifiable net assets acquired. It is capitalised at cost and amortised through the statement of comprehensive income on a straight-line
basis over its useful economic life (the period over which the benefits of the business combination are expected o be realised). The
amortisation charge is recognised within ‘Net operating expenses’.

Negative goodwill is the excess of the fair value of identifiable net assets acquired in a business combination over the fair value of the
consideration and directly attributable costs. It is capitatised at cost and shown as a negative asset. Subsequently, the value of negative
goodwill up 1o the fair value of non-monetary assets acquired is recognised in ‘Other income’ in the periods in which those non-monetary
assets are realised. Non-monetary assets are those that are not realised as cash but rather by wtilisation of the asset. Any remaining value of
negative goodwill m excess of the value of non-monetary assets acquired is recognised in ‘Other income’ in the periods expected to benefit.

The gain or loss on subsequent disposal of a subsidiary will include any attributable remaining balance of positive or negative goodwill

Other intangible assets

Other intangible assets inclade computer software. Directly anributable costs necessary to create, produce and prepare the sofiware asset
10 be capable of operating in the manner intended are ncluded in the cost of the intangible asset. Inrangible assets are carried at cost less
accumulated amortisation and impairment losses and are amortised on a straight-line basis over their useful lives, which range from three
10 1en years. The useful ives are determined by considering relevant factors such as the remaining term of agreements, the normal lives of
related products and the competitive position. Amortisation begins when the intangible asset is available for use i.e. when it is in the
location and condition necessary for it to be useable in the manner intended by management.

Impairment of intangible assets

The carrying amounts of mtangible assets, mcluding goodwill, are reviewed at each balance sheet date for any indication of impairthent or
whenever events or circumstances indicate thart their carrying amount may not be recoverable, in which case an impairment test is
performed. An impairment loss is recognised whenever the carrying amount exceeds the recoverable amount. The recoverable amount is
the higher of the asset’s fair value less costs to sell and its value i use.

Impairment losses are recognised in the statement of comprehensive income. With the exception of goodwill, an impairment loss is
reversed if the reasons for the impairment loss have ceased to apply. An impairment loss is reversed only 1o the extent that after the
reversal, the asset's carrying amouit is no greater than the amount that wonld have been determined, net of amortisation, if no impainment
Joss had been recognised. An impairment l0ss in respect of goodwill is never reversed.

The following tables show the movemenis in the intangible assets of the Group and the Company.

Group ~ 2021

Other
Negative intangible
Goodwill goodwil assets Total
Em €m fm tm
Cost
At Jaruary 29 {206) 387 210
Additians - - 26 26
Acgusttions notep _ 2 - — 2
At31December 3 (206} 413 238
Eccumulated amartisation, impairment losses and disposals o
AttJanvary ) 154 37 (164}
Armortisation o {5) 8 - 3
A December T - {6} 162 37 16Y)
Net baok value
At Tganuary 7 7 S 28 (52 7G 46
At31December - i 25 44 ) 7
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13. Intangible assets [continued)

Company — 2021

Other
Negalive intangible
Goodwill goodwill assets Total
£m £m £m £m
Cost
At January 29 (87) 307 249
Addilions - - 26 26
At 3 Docember S T o 29 {87} 333 2is
Accumulated amortisation, impairment losses and disposals o
AL January T - i 78 {238) 161
Amorusation S e o {3} 1 - 2
At 31 December - B o 4 79 (238) (163)
Net hook value
At January . o o 28 {9} 69 88
At 31 December T T 25 (8} 95 n2

The balance of negative goodwill at the balance sheet date relates to the acquisitions of Royal Liver Assurance Limited (Royal Liver) in 2011
and Royal London (CIS) Limited (RL (CIS)) in 2013. For these acquisttions the value of negative goodwill is being amortised on a straight-line
basis over 15 and 20 years respectively, which are the penods expected to benefit.

Other intangible assets are software assets of £96m {2020: £70m) for the Group and £95m (2020: £69m) for the Company. The software
assets are not in use at the year-end date; hence no amortisation has been charged. An impairment review has been performed in the year,
resulting in there being no impairment charged (2020: £nil). The software is in the process of being developed and the recoverable amount
has been estimated using the following key assumptions for the value in use calculation:

= expected profits from future new business over the ten-year useful life of the software licence are included. The cash flows are based on
the business plan approved by the Board of Directors, which covers a five-year period, and cash flows beyond that period have been
assumed 1o grow at a steady rate of 4.8% per annum;

+ project cash flows 10 bring the software asset into use, as well as system maintenance costs, taking into account expected cost savings;
*  existing business cash flows are based on the run off profile of the value of in-force (VIF) business; and

= cash flows have been discounted using a risk-adjusted discount rate of 11.6% (2020: 12.3%).
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Financial Statements continued

Notes to the financial statements continued

14. Land and buildings

Group Con-1pany
2021 2020 2021 2020
fm fm fm fm
Investment property 95 36 149 168
Owner cccuped property 5 7 -~ -
TotalLand and buidings 149 168 149 168

All land and buildings arc held on a freehold basis, with the exception of one leasehold property valued at £300k (2020 £260k).
(a] Investment property

Accounting for investment property
Investment property is property held for rental, capitat growth or both, excluding that occupied by the Group or the Cormpany.

Investment property is mitially measured at cost, which comprises the fair value of the consideration paid plus the associated transaction
costs. All investment property is subsequently measured at fafr value in the balance sheet. Fair value is determined by independent
professional valuers, who are members of the Roval Institute of Chartered Surveyors, based on market evidence. Any gain or loss arising
from a change in fair value is recognised in the statement of comprehensive income.

When the Group or the Company has given a lease incentive, the carrying value of the invesanent property is reduced by the value of the
debtor arising from the lease incentive, which is shown separately within ‘Other debtors’.

Group Company
2021 2020 2021 2020

£m £m £m £m
Investment property o _
Fair value o T - o - o -
AL January 96 97 168 169
A&dditions 6 3 8 7
Disposals 32) - {35 -
Transfers from owner occuped land and buildings 18 - - —-
Net gain/(losst from fair vatue adjustments 8 4 8 o 8
‘At31December - 96 %6 149 168

The cost of mvesunent property above was £65m (2020 £74m) for the Group and £131m (2020 £138m) for the Coimpany.

Investment property 1s revalued 1o far value annually with an effective date of 31 December. The principal valuers used were CBRE
Limited. Cushman & Wakefield and Knight Frank. Fair valuc is determined using market and income approaches (see note 18 (a)). There has
been no change (o the valuation technmique during the year. The net gam/loss) from fair value adjustments shown above represerts the net
fair value gain/(loss) on the revatuation of properties held at the balance sheet date and does not include gains or losses realised ¢n
properties disposed of during the year.

Investment properues arc leased 1o third parties under operating leases. Under the terms of certain leases, the Group is required 1o repair
and maintain the related properties At the balance sheet date, the future minimum lease payments receivable under non-cancellable leases
are shown in the following table. For the purposes of this table, the minimum lease period has been taken as the period 1o the first possible
date that the lease can be terrmmnated by the lessee.

These total future minimum [ease payments receivabie can be analysed as follows:

Group Company
20 2020 2021 2020
£m £m Em £m
Notiater tha~ one year 3 3 3 3
Later thar ane year and nat ‘ater than five years 8 8 8 &
Later than five yoars 5 7 5 7
- - = ® 8 ® B
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4. Land and buildings {continued}
{b) Owner-cccupied land and buildings

Accounting for owner occupied land and buildings

Owner-occupied land and buildings are initialty measured at cost, which comprises the fair value of the consideration paid plus the
associated transaction costs. Costs incurred after initial recognition are included in an asset’s carrying value only to the extent that it is
probable that there will be fiture economic benefits associated with the item and the cost of the item can be measured reliably. All other
repairs and maintenance costs are charged to the statement of comprehensive income during the period in which they are incurred.

All owner-occupied land and buildings are subsequently carried at fair value in the balance sheet. Fair value is determined annually by
independent professional valuers, who are members of the Royal Institution of Chartered Surveyors, and is based on market evidence. An
increase i fair value is recognised in other comprehensive income, except to the extent that it is the reversal of a previous revaluation
decrease which was recognised in profit or loss. A decrease in fair value is recognised immediately in profit or loss, except to the extent
that it reverses a previous revaheation surplus recognised in other comprehensive income.

Owner-occupied land and buildings are not depreciated.

Gains and losses on disposals are included in the statement of comprehensive incomse and are determined by comparing proceeds with
carrying amounts.

2021 2020

£m £m

‘Dwner-accupied land and buildings . o
Fair value o T

At1January 72 72

Additions 2 4

Disposals {3) -

Transfers lo investment praperty {18} -

Net loss from fair value adjustrments L - . __ "

At 31 December - T T T 53 72

Cwmer-occupied land and buildings are held on a fair value basis. If the owner-occupied land and buildings were stated on a historical cost
basis, the amounts would be as follows.

Group
2021 2020
E£m Em
Cost 84 it
Accumulated depreciation and imparrment losses {13) 15}
Additions Fa -
Disposals (3} -
Transfers lo investment praperty R L1/
Net bock value 83 62
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Financial Statements continued

Notes to the financial statements continued

15. Investments in Group undertakings

Accounting for investment in Group undertakings

Subsidiaries

The Company has elected 1o present investments in subsidiaries in the Company balance sheet measured at FVTPL, as permitted by FRS
102 Section 9.

Subsidiaries are those entities (inctuding OFICs and other investment funds) over which the Group has conwrol. The Group controls an
entity when it has power 1o govern its financial and operating policies. The Group considers all relevant facts and circemstances when
determining whether control exists and makes a re-assessment whenever those facts and circumstances change. Profits or losses of
subsictiaries sold or acquired during the period are included in the consolidated results up to the date that control ceases or from the date
of gaining control.

The Group invests in investment funds, which themsefves invest mainly in equities. bonds, property and cash and cash equivalents. Some of
these funds are managed by Group companies. For these funds, where the Group's holding is greater than 50% it is preswned that it has the
power to govern the fund’s financial and operating policies; in such cases the fund is classified as a subsidiary, Where the Group’s holding of
mternal investnent funds is less than 50% it is classified as an associate, unless the Group's interest is less than 20% in which case the Group
is not considered to have significant influence over the fund and the fund is accounted for within ‘Other financial investments’ at fair value.

The Group also invests in certain private equity funds and property unit trusis, which are managed by externat third-party administrators.
The structure of each fund, the terms of the relevant agreements and the Group's ownership percentage are ail taken into consideration in
determining whether the Group has control and therefore whether the unit trust/ fund should be classified as a subsidiary.

In accordance with Section 9 of FRS 102, subsidiaries that are held as part of an investument portfolio are not consolidated and are held on
the Group balance sheet as ‘Other fmancial investments’ measured at FVTPL. The inclusion of these entities at FVTPL is a departure from
the requirements of paragraph 30 to Schedule 3 of the Regulations as set out in note 1(b).

Special purpose entities {SPE)
An SPE is an entity established to achieve a specific, narrow objective. An SPE is consolidated into the Group financial statements when
the Group is deemed 1o control the SPE. Circumstances that may indicate that the Group controls an SPE include:

» the activities of the SPE are being conducied on behalf of the Group according to its specific business needs;
« the Group has the ultimate decision-making powers over the SPE even if the day-w-day decisions have been delegated;

« the Group has rights to obtain the majority of the benefits of the SPE and therefore may be exposed to risks incidental to the activities
of the SPE; and

» the Group retains the majority of the residual or ownership risks related to the SPE or its assets.

Associates

Associates are entities over which the Group has significant influence but not control or joint control, generally accompanying an
ownership interest of between 20% and 50%. The Company has elected o present investments in associates in the Company balance sheet
measured at FVTPL, as permitted by FRS 102 Section 9.

The Group's investments in associates which are mvestment funds, are held as part of an investment portfolio and are measured at FVTPL,
in accordance with Section 14 of FRS 102. The inclusion of these assets at FVTPL is a departure from the requirements of paragraph 21 of
Schedule 6 to the Regulations, as set out i note I(b). The Group's investments in associates which are not held as part of an mvestment
portfolio are accounted for using the equity method as set out in note 1 {b).

Joint ventures

Toint ventures are those entities over whose activities the Group has joint control, established by contractual agreement, and can take the
form of jointly controlled operations, jointly controlled assets, or joinily controlled entities. The Group's interests in joint ventures are all
jointly controlled entities that are held as part of an investment portfolio, hence under FRS 102, Section 15, they are measured at FVIPL in
both the Company and Group balance sheets.

The fair value of investments in Group undertakings which are unit trusts, OEICs and other pooled funds is the bid price quoted on the last
day of the accouniing period on which investmernts in such funds could be redecmed. Fair value for those entities which are not unit trusts,
OFEICs and other pooted funds is determined by the Company’s Board of Directors using the same valuation techniques as are used for
unguoted mnvestments, as described in note 18 {a).
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15. Investments in Group undertakings {continued)
The Company’s investments in Group undertakings comprises:

2021 2020

£fm £m

Shares in subsidiaries 802 751
Loans to subsidiaries Z2 20
Shares in associates 20 —
QFICs and other investment funds - subsidiaries 14,798 14,442
OFICs and other nvestment funds ~ asscciates o 3 2042 109
- - T T 17,684 16,322

The OEICs and other investment funds represem the Company's investment in funds which are managed by subsidiaries of the Group. The
funds classified as subsidiaries are those over which the Group has control. The funds classified as associates are those over which the Group

has significant influence but not control.

The mvestments in Group undertakings includes £nil in respect of directly held listed investments (2020: £nil),

{a) Subsidiaries

The Company has the following subsidiaries, including OEICs and cther investment funds classified as subsidiaries and held within unit-linked
funds. All subsidiaries have a registered office of 55 Gracechurch Street, London EC3V ORL, United Kingdom except where noted by a
letter which corresponds 1o the addresses listed in the table on page 154. All operational. nominee, trustee and non-tradimg subsidiary

undertakings are consclidated tn the Group financial statements and have a financial reporting date of 31 December.

Subsidiaries consolidated wil;u;axe?mup financial stal.eme;!ls % holding Registered
Name 2021 2020 Nature of business Office
Operational subsidiaries:
Cambridge Research Park Management Company Limited 69.0 89.0 Property services company A
Horrby Road Investments | imited 10006 00.0 Property cormpany
Mortgage Excellence L imited 1000 100.0 Mortgage intermediary
PM Advisory Limited 100.0 100.0 independent financial adviser
PM Central Services | imited 1000 i00.0 Service company
PMGI Limuted 1000 100.0 Intermediary
PMHC Limited 100.0 1000 {iscrationary healthcare
products
PM Holdings Limited 1000 100.0 Holding company
Police Housing Fund Limited 100.0 100.0 Holding company
RL Finance Bonds Na 2 plc 1000 100.0 Finance company
Rl. Finance Bonds No 3 plc 1000 100.0 Finance company
RL Finange Bonds No 4 plc 100.0 100.0 Finance company
RIl. Marketing [CIS} Limited 100.0 100.0 ISA management
Rl Wizard Hoitiings Limied 1000 1000 Holding company
RI.PPF Abingdon Limited 1000 1000 Property company B
RLUM Limiteg 1000 100.0 unit trust management
Royal London (UK} Holdings Limited 100.0 100.0 Holding company
Royal London Asset Management Funds Public Limited Company 93.9 999 Investment management C
Royal London Asset Management Holdings Limited 100.0 1000 Holding company
Royal London Asset Management Lirnited 000 100.0 Investiment management
Royal London Cambridge {imited’ 100.0 000 Property company
Royal London Insurance Designated Activity Company 1000 1000 Regulated nsurance company »]
Royal L ondon Management Services Limited 000 100.0 Service company
Royal t ondon Marketing Limited 1000 000 Intermediary
Royal t ondon Savings Limited 000 000 iSA management
Royal London Unit Trust Managers Limited 100.0 000 Unit trust managernent
Vision Park Management Limited 86.0 86.0 Property services company E
Wealth Wizards Benefits Limiteg' ” 1000 N/A Financial intermediary f
Weallh Wizards Limited” 100.0 N/A Fintech company F
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Financial Statements continued

Notes to the financial statements continued

15. Investments in Group undertakings {continued}

Subsidiaries consolidated within the Group financial stalements ) % holding Registered
Name 2021 2020 Nature of busi Office
Nominae companies:

RL Marketng ISA Nominees L imited 100.0 1000 Nominee company

RLAM (Nominees) Lirited] 100.0 100.0 Nominee company -
RI.S Nominees Limited 1000 1000 Nominee company -
Trustee companies:

RL Pensions Trustees Limited 1000 000 Trustes company

RL Pensions Trustees (R.O1) Company Limited 1000 1000 Trustee company b]
RLGPS Trustee Limited 1000 100.0 Irustee company

Rayal Liver Pension Trustee Services Limited 1000 [eR0] rustes company -
Raval Liver Trustee Services retand Limited 100.0 000 Trustee company D
Royal Liver Trustees Limited 1000 1000 Trustee company -
Royal London Trustee Serwces Limited 1000 000 Trustee company -
Non-trading companies:

Abacus 1Limited 1000 1000 Non-trading

Brightgrey | imited 100.0 100.0 Non-trading

Canterbury Lfe Assurance Company Limited 00.e 1000 Nan-trading

Captol Way Commercial Mo 1 Limited 1000 1000 Non-trading

Capntol Way Commercial No 2 Lirmted 1000 100.0 MNor-trading

Camtol Way Estate Management Limited 100.0 1000 Non-tradng

Cawntol Way Estate No t Limited 1000 100.0 Nor-trading

Capitol Way Estate No 2 Limited 1000 1000 Non-trading

Leyburn Developments Lirnited 100.0 1000 Non-trading -
Not Farnngden {| onden) Unitholder Limited® 100.0 N/A Non-trading G
RL Finance Bonas plc 1000 100.6 Non-trading

RL Schedule 2C Holdings Lirniked 10040 1000 Non-trading

R A Securites uimited 100.0 000 Nortrading

Refuge Assurance Limited 100.0 100 0 Non-trading

Refuge Investrments Lirmited 1009 000 Non-trading

Refuge Life Assurance Consultants [ imited 160.0 000 Nor-trading

Refuge Portioha Managers Lirited 100.0 woa Norvtrading

RL LA Limited 100.0 10Ca Non-trading H
Rl NPB Services Limited 100.0 0.0 Non-trading

RLM Finance Plc 1000 160G 0 Non-trading

Roval Lver IFA Holdings) Ple 1005 1000 Non-trading

Royal Liver Asset Managers Limited” N/A 1006 Non-trading

Royai Londar ICI5) Limited 100.0 1000 Non-trading

Royal London Homebuy Limited 1000 106G Q0 Non-trading

Royal London Poaled Pensions Company Lirmited 1000 1000 Nor-trading H
S Davenport Greeny Limited 1000 1000 Nor-trading H
Scotlish Life {Coventryi Property Lirrited 100.0 1000 Nen-trading H
"he Scoftish Life Assurance Company 100.0 1000 Nor-trading H
Urited Assurance Oroup Limited 1000 1000 Non-trading

Uniteqt Friendty Group Limited 100.0 000 Non-trading

United Friendly Insurance | imited 1000 0N0o Nor-trading

Urited Friendly Lfe Assurance Limited 1060 1000 Non-trading

urited Friendly Staff Pension Fund Limited 100.0 QC o Non-trading

Wealth Whzards Advisers Limited 100.0 N/A Nor-trading F

T Denotes UK subsidiaries that will take advantage of the audit exemprion by virtue of section 4794 of the Companies Act 2006 for the year ended 31 Decemnber 2021
2. Wealth Wizards Limued, Wealth Wirards Advisers Limied, and Weaith Wivards Benefies Limiced were acaqured an 1 Apnil 2021

3 Denotes company mcarporated during the year

4 Denotes company dissolved during the year
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15, Investments in Group undertakings (continued)

Unit trusts, OEICs and other investment funds reported as subsidiaries under FRS 102 but nol consclidated within the Group financial statements

% holding” Aggregale of
Latest capital and  Profit for
Nature of fnancial reserves the period Registered
2021 2020 busi reparting date Em Em Office
The Royal London UK Mid Cap Growth Fund 922 a9 OEIC 31 Aug 2021 526 140)
The Royal London UK Opportunites Fund 999 99.3 OEIC 31 Aug 2021 950 269
The Royal London UK Broad Equity Tit Fund® A3 - QEIC N/A N/A N/A
The Royal London Japan Equity Tilt Fund 870 982 QEIC 31 Aug 2021 1.279 159
The Royal Londan UK Core kgunty Tht fund 991 985 QEIC 31 Aug 2021 6,816 1265
The Royal London US Equity Tilt Fund 98.0 984 QFEIC 31 Aug 2021 7,746 1658
The Royal L ondon Ail Share Tracker Fund - 543 QEIC 31 Aug 2021 742 21
The Roval L ondon Index Linked Fund 56.7 608 QEIC  310ct 2021 538 23
The Royal L ondon Eurgpean Growth Fund 996 986 OEIC 31 Aug 2021 2,166 423
The Rayal 1 ondon GMAP Growth Fund B8.2 639 OEC 30 Jun 2021 830 44
The Royal ! ondon UK Equity Fund 96.3 964 OEIC 31 Aug 2021 704 145
The Royal | ondon Asiz Pacific ex Japan Equity Tilt Fund 71 97/ OEIC 31 Aug 2021 1,258 255
The Royal London UK Smaller Companies Fund 979 99.0 CEIC 31 Aug 2021 450 153
The Royal | ondon Cash Plus Fund 64.2 68/ CEIC  310et 2021 6,769 g
The Royal London Eurapean Corporate Bond Fund - 933 CEIC 30 Apr 2021 94 {3
The Royal L.ondon Europe ex UK Equity Tit Fung 926 953 CEIC 31 Aug 2021 833 173
The Royal | andon Internationat Government Bond Fund 64.7 i34 QLIC 31 0ct 2021 458 18}
The Royal London Global High Yield Bond Fund 96.8 958 OFIC 30 Jun 2021 3,452 37 C
The Royal {London Short-Term Money Market Fund 555 1dl QEIC 31 0ct 2021 3207 4 .
The Royal London Absolute Return Government Bond 889 81.0 OEIC 30 Jun 2021 1363 24 C
Fund
The Royal London GMAP Conservative 'und 930 95 4 QEIC 30 Jun 2021 254 {4
The Rayal { anden GMAP Adventurous Fund 86.5 94 QFIC 30 Jun 202! 333 48
The Reyal L andon GMAR Dynarmic Fund 929 839 QFEIC 30 Jun 2021 68 12
The Royal London GMAP Defensive Fund® N/A 592 OEIC 30 Jun 2021 63 4
{he Royal London Fmerging Markets ESG Leaders Eaquity 947 97.4 OEIC 31 Aug 2021 418 172
Tracker Fund
The Royal | onden Global Equity Diversified Fund 97.4 1000 OEIC 31 Aug 2021 3,317 73
The Royat | ondon Global Equity Select fund 809 99.2 OFIC 31 Aug 2021 378 8¢
The Royat L.ondon UK Real Estate Fund 100.0 000 QEIC 30 .Jun 2021 3,000 244
The Royal London Multr Asset Credit Fund 526 651 ORIC 30 Jun 2021 1143 13 IS
The Royal London Sterling Liguidity Money Market Fund 100.0 100.0 OEIC 30 Jun 2021 3.464 ! I
The Royal London Monthiy Income Bond Fund 812 86 7 QFEIC 30 .Jun 2021 47 3 -
The Rovyal London Multr Asset Strategies Fund 506 52.4 OEIC 30 Jun 2021 203 20
The Royal London Short Duration Plus Fund 100.0 000 OEIC 30 Jun 2021 199 725 C
The Royal London Global Equity Income Fund 996 000 OEIC 31 Aug 2021 26 0 -
The Rayal London Global Sustanable Fquity Fund 519 814 GEIC 31 Aug 2021 65 31
The Royal London UK Dividend Grawth Fund 976 G8.4 QEIC 31 Aug 2021 1070 67
The Royal London GMAP Balanced Fund o n3 OEIC 30 Jun 2021 238 27
The Royal London Global Bond Opportunities Fund’ N/A 570 OEIC 30 Jun 2021 222 23 C
The Royal London Enhanced Cash Plus Fund’ N/A 536 OLIC 31 0ct 2021 2903 g -
The Royal { ondon US Growth Trust 609 289 Urit trust 30 Jun 2021 280 68
I'he Royal London Property Fund® 63.0 N/A - Property fund 31 Dec 2021 443 67
The Royal tondon Property Trust 1000 W00 Property trust 31 Dec 2021 279 34

G~ o L

The percenage holdings shown include the holding of the Group's urit linked (unds which are mcluded within assets held to cover hnked habilities

The Royal London UK Broad Equity Tilt Fund was launched on 3 Decermnber 2021 and therefore no financial reporting or comparatives are available.
The Group's holdings in these funds have (allen i the year The funds are now reported as associates as shown in note 15(c).
The Group's holdings in the fund have increased m the year The fund was previously reported as an assoctate m note 15(c),
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Financial Statements continued

Notes to the financial statements continued

15. Investments in Group undertakings (continued)

The addresses of the registered address of those Company subsidiaries, assoctates, and other significant holdings which have a registered
office other than 55 Gracechurch Street, London EC3V ORL. United Kingdom, are noted below by letter.

Registered address
27-28 Clement's Lane, London. England, FCAN TAE, Umited Kingdom
27 Esplanade. St Hebker, 118G, Jersey
/0 S John Rogerson's Quay, Dublin 2, reland
4/-49 St Stephen s Green. Dublin 2. Irefand
20/60 Station Road, Cambridge, England, CB12JH, United Kingdom
Wizards House. 8 Athena Court. Tachbrook Park, Leamington Spa, England, CV34 6R1. United Kingdom
Aztec Croup House, 1115 Seaton Place. 5t Heher, Jt4 OQH, Jersey
St Andrew House. 1 Thistle Street, Edinburgh, FH? 126G, United Kingdom
PO Box 650, 1st Floor Roval Chambers. St Julkan's Avenue, St Peter Port, Guernsey, GY13JX
155 North Wacker Drive. Suite 4400, Chicago. IL60606, United States
9 West 57th Street Surte 4200, New York 10019, United States

Enterprise Ventures (General Partner Risng Stars i Limited). Preston Technolegy Management Centre, Preston, PRI 8UQ, United
Kingdom

M 8-9 Well Court. London, ECAM DN, United Kingdom

N Oak House, Hirzel Street. St Peter Port. Guernsey. GY12NP

g
¥
i

X C T IO MmMmMmgon@®m e

{b) Interest in special purpose entity

The Group owns 100% of the preference shares in Pinkerton segregated account (within Artex SAC Limited), a reinsurance transformer
platform, which is incorporated in Bermuda. Its principal acrivity is reinsurance of general insurance policies that are arranged by another
Group company. [n accordance with FRS 102, section 9, Pinkerton mects the definition of a ‘special purpose entity and in accordance with
the requirements of that section, Pinkerton is consolidated within the Group financial statements.

(c] Interests in associates

The Group's associates, which are investtment funds are accounted for as financial assets held at FVTPL and are all incorporated in England
with a registered address of 55 Gracechurch Sureet, London EC3V ORL, United Kingdom. At 31 December 2021, the foilowing funds have
been recognised as associates.

Gr-oup‘s % holt:ling

2021 2020
The Royal L ondon UK Growth Trust 242 252
The Royat | ondor Corporate Bond Monthly Income Trust 241 221
The Royal | ondon Investmernt Grade Short Dated Credit fund 324 413
The Rayal i ondon Sustainable Managed Income Trust 281 491
The Royal | ondon Property Fund N/A 365
The Royal London Globai Index Linked Fund 249 239
The Rayal L ondon Short Duration Gilts Fund 321 416
The Royal | ondon Short Duration Global High Yield Bond ~und 324 492
The Royal London European Growth Trust 282 37
The Royal London UK Government Bond Funa 496 488
The Royal L ondaon Stering Extra Yield Bond F und 272 251
The Royal | onden Globai Bend Opportunities Fund’ 374 N/A
The Rayal L ondon GMAP Defensive Fund’ 48 N/A
The Royai | ondor Enhanced Cash Plus Fund’ 424 N/A
The Rayal | ondon UK Equaty Income Fund 242 87

1 The Group's holdings m the fund have increased in the year The fund 1s now reported as a subsidiary as shown in note 15(a)

2 The Group's holdings in these funds have fallen im the year. The funds were previously reported as subsidianes as shown in note 15(4)
During the year the Company received dividends from investments in associates amounting to £87m (2020: £78m)

In addition, the Group has a holding of 30% in each of two entities not held as part of an mvestment pertfolio: Responsible Life Litmited and
Responsible Lending Limited, both of which are incorporated in England. The registered address of Responsible Life Limited is Mills Bakery,
Royal William Yard, Plymouth PL1 3GE and the registered address of Responsible Lending Limited is Princess Court. 23 Princess Street,
Plymouth PL1 2 EX. The Group's share of the results of these associates is reported in note 4.
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15. Investments in Group undertakings (continued)

{d) Interests in other significant haldings

The Group also invests in the following private equity funds, which represent an ownership interest of greater than 20%. These are all
managed by external administrators and the Group has no involvement in the management, eperation or decision making of the funds. As
such, the presumption that significant influence exists is overcome and these investments have not been recognised as associates but have
heen treated as investment funds within ‘other financial invesiments’. The registered addresses of the private equity funds are included in the
table on page 154

% holding Aggregate -oi
Latest financial capital and  Profit/ [loss) for Registered
2021 2020 reporting date reserves the period Office
SPL ARL Private Finance 994 984 3 Mar 2021 £654 000 {£162.000) |
WP Global Mezzarune Private Fquity 1000 1000 31 Dec 2020 $27 682246 $1,437,837 J
Care Alpha Private Equity Partners 299 299 31Dec 2020 $33563.315 $5151.796 J
KKR CIS Global Investor LP. 100.0 100.0 31 Dec 2020 £104 681,016 $10,804.435 K
Enterprise Ventures Growth Ltd 452 452 31 Mar 2021 £4596 12 {£361616] L
RJD Private Equity Fund Il A L P 319 319 31 Dec 2020 £22.000,586 (£2,392.953) M
Rising Star Growth Fund |l 218 218 31 Mar 2021 £1,304,765 £991 770 {
Cubera RL Nordic PE LP 160.0 1000 31 Dec 2020 €12161 717 {€146,985) N

{e) Interests in joint ventures
The Group has an interest in a jointly centrolled entity giving rise to a 7.5% (2020: 7.5%) beneficial interest in a property, the Bluewater
Shopping Centre, Kent. The arrangement entitles the Group to 7.5% (2020: 7.5%) of the net rental income of the property.

The Group has entered into joint ventures with RLW Estates Limited (30% holding) and Waterbeach Development Company LLP (41.25%
holding) via its wholly owned subsidiary, Roval London Cambridge. A convertible funding arrangement for £2m has been provided by
Royal London Cambridge Limited to Waterbeach Development Company LLP.

The Group has an interest in a jointly controtled entity giving rise to a 50% beneficial interest in a property at 1 St John's Lane, Farringdon,
London.

16. Corporate transactions
On 1 April 202! the Group acquired Wealth Wizards Limited and its subsidiaries for nominal consideration. Net liabilites acquired were £2m
and the goodwill arising of £2m was fully amortised in the year.

On 1 July 2021 the Group purchased 30% stakes in Responsible Life Limited and Responsible Lending Limited. The consideration paid
(including transacrion costs) was £20m. Both entirics are treated as associates, as explained in note 15,
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Financial Statements continued

Notes to the financial statements continued

17. Financial investments

Accounting for financial investments

All mvestment transactions are recognised at trade date i.e. the date the Group commits to purchase the asset from, or deliver the asset o,
the counterparty.

Fimancial investments are classified on the basis of an assessment of the Group’s business model for managing the financial assets and
whether the cash flows represent solely payments of principal and interest. Financial assets are classified at FVTPL where they are within
a portfolio of fnancial assets that is managed and whose performance is evaluated on a fair value basis or they do not meet the criteria to
be measured at amortised cost.

Wiith the exception of associates accounted for using the equity method in the Group balance sheet, all of the financial assets of the Group’s
non-linked funds, included on the balance sheet within ‘Other financial investments’, are part of a group of financial assets that are managed
on a fair value basis and are classified upon initial recognition as held at FVTPL. All of the financial assets within the Group’s unit-linked
funds, included on the balance sheet within *Assets held to cover linked liabilities’, are also a group of financial assets that are managed on a
fair value basis and are classified upon initial recognition as held at FVTPL.

Financial assets classified as FVTPL are initially recognised at the fair value of the consideration paid. They are subsequently measured at
fair value with any resultant gain or loss recognised in the statement of comprehensive income.

Fair value for quoted mvestments in an active market is the bid price, which management believe is representative of fair value. For
investments in unit trusts, OEICs and other pooled funds (including those classified as investments in Group undertakings) it is the bid price
quoted on the last day of the accounting period on which investments in such funds could be redeemed. If the market for a quoted financial
investment is not active or the investment is unquoted, the fair value is determined by using vatuation techniques. For these investments,
the fair value is estabiished by the Company’s Board of Directors using quotations from independent third parties, such as brokers or
pricing services, or by using internally developed pricing models. Priority is given to pubticly available prices from independent sources,
wher available, but overall, the source of pricing and/or valuation technique is chosen with the objective of arriving at a fair value
measurement which reflects the price at which an orderly transaction would take place between market participants on the measurement
date. Valuaton techniques include the use of recent arm's length transactions, reference to the current fair value of other instruments that
are substantially the same, discounted cash flow analysis and option pricing models making maximum use of market inputs from
independent sources and relying as little as possible on entiry specific inputs.

De-recogrition and offset of financial assets and financial liabilities

A financial asset is de-recoghised when the contractual rights to receive the cash flows from the asset have expired or where they have
been transferred and the Group has also transferred substantially all the risks and rewards of ownership.

A financial liability is de-recognised when the obligation specified in the contract is discharged or cancefled or expires.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is a legafly enforceable right
10 set off the recognised amounts and there is an intention to settle on a net basis or to realise the asset and settle the liability
simultaneously. All dertvatives are accomnted for on a contract-by-contract basis and are not offser in the balance sheet.

Collateral received and pledged

For non-cash collateral received and pledged the risks and rewards of cwnership are not ransferred by the transaction (unless thereisa
default by the counterparty). Therefore, non-cash collateral received by the Group or the Company is not recognised as an asset on the
balance sheet and non-cash coltateral pledged by the Group or the Company remains on the balance sheet and is not derecognised. For
cash collateral received and pledged the risks and rewards of ownership are ransferred. Therefore, cash collateral received is recognised
as an asset with a corresponding kiability to repay the collateral. For cash coilateral piedged the cash asser is derecognised and an
equivalent debtor for the repayment of the collateral is recognised.
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17. Financial investments (continued)
(2) Other financial investments

The carrying values of the Group and Company’s other financial invesuments and their original cost are summarised by category below:

Fair value Cost
2021 2020 2021 2020
£m £m £m £m
Derwvative assets {note 19) 4316 5758 4323 4.4/3
Fquity secuinties
Quotad 6,937 6.522 4 406 4873
_Unguoted ) 378 284 361 284
T T 7,315 6,806 4 857 5157
Debl and fixed income secuntties
Government bonds a,27 6,100 5,246 5795
Other guoted 5126 5215 4964 4./85
Loans secured by policies 3 4 3 4
Deposits with credit mstitutions 2,353 3364 27322 3334
~Other unguoted 2528 2830 2,527 2.904
T T 15,227 17,573 15,062 " 16,832
Unit trusts and other pooled investments 18,395 17.364 16,792 16513
Cormmercial real estate loans 40 - 40 -
Total other financial investments S 45,293 47,502 1,074 42,975

Included in the figure for Government bonds above are corporate bonds, issued by companies and guaranteed by their respective

governments, of £41m (2020: £60m). The figure for other unquoted debt securities above includes £2,477m (2020. £2 820m) for a loan
note held in respect of a reinsurance arrangement (scc note 32). The figure for deposits with credit mstitutions above includes £1,673m
(2020: £2,192m) of reverse repurchase agreements. Included in the figure for unit trusts and other pooled investmens above is £17,084m
(2020 £15.762m) of OEICs and other investment funds and investments in joint ventures that are not consolidated within the Group financial

statements.
T T Company
Fair value Cost
2021 2020 2021 2020
Em £m £m £m
Derivative assets {note 19} 4 316 5,759 4,323 4473
Equity securities
GQuotad 6.837 6.527 4,456 4873
__Ungquoted 359 284 341 284
- S T T 7,296 6,806 4,837 5,157
Debt and fixed ncome securities
Government bonds 5217 6,100 5,245 5,795
Other quoted 5125 5,215 4,964 4795
Loans secured by policies 3 4 3 -
Deposits with credt institutions 2,353 3364 2,322 3,324
Other unguoted 2528 2889 2,527 2504
T T 15,226 17,572 15,061 16,828
Untt trusts and other pooled investments 1282 1598 1191 1530
Commarcial reai estate loans 40 - 40 -
Total other financial investments - 28,060 31735 25,452 27,968
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Financial Statements continued

Notes to the financial statements continued

7. Financial investments (continued)

Included in the figure for Government bonds above are corporate bonds, issued by compames and guaranteed by their respective
governments, of £41m (2020: £60m). The figure for unquoled debt securities above includes £2,477m (2020: £2,820m) in respect of a loan
note held in respect of a reinsurance arrangement (see note 32). The figure for deposits with credit institutions above includes £1,673m
(2020 £2,192m) of reverse repurchase agreements.

{b) Other financial investments - listed investments
Included in the carrying vatue of other financial mvestments are amounts in respect of listed investments as follows.

Group and Company
2021 2020
£m Em
Equity securities 6935 8.520
Debt and fixed income secunties 10,892 0,969
Unit trusts and other paoied investments - ) - 121 o8
- - - - - - -/ - - T = T } 17,948 17,597

{c) Assets held to cover linked liabilities
The carrying vatues of the Group and Company's asscts held 1o cover linked liabilities are summarised by category below:

Group and C Y

Fair value Cast
2023 2020 2021 2020
£m £m £m fm
Investment property 458t 4293 4,492 4377
Dervative assets [note 19 70 130 - —
Derivatve habitics (ncte 19) 187 {5 - -
Equity securities 994 766 733 64
Debt and fixed Income securities 1©.520 1418 B8.175 13.5/5
Ut trusts and other pooled mvestments 7645 6.811 6.072 0,993
QEICs and other nvestment tunds - subsidianes 39.985 31105 30,755 25446
QFICs and other investment funds - associates 2083 72.036 1747 1792
Cash at bank 257 368 257 369
Net current assets 239 599 238 599
- T s s s e e 72,697 "~ 60,229 60,469 52 792

The OEICs and other investment funds represent the Company’s investment in funds which are managed by subsidiarics of the Group The
funds classified as subsidiaries are those over which the Group has control. The funds classified as associates are those over which the Group
has a significant influence but not control.

The total assets held to cover linked habilities of £72,697m (2020 £60,229m) are greater than the technical provisions for linked liabihties
of £72,499m (202C: £60,059m). This difference comprises £166m refating to the vaiue of future profits included within the technical
provisions for linked habihues (2020: £145m) and the inclusion within the assets held to cover linked liabilities of £32m of surplus units held
for box management purposes (2020: £25m).

(d) Collateral and cther arrangements

{i} Stock loan agreements

The Group and Comparny have entered inte a number of stock lending transacuons that wansfer legal title to third parties, but nct the
exposure to the income and market value movements arising from those assets. As a result, the Group and Company retain the risks and
rewards of ownership and the assets continue to be recognised in full on the Group and Company balance sheets There are no restrictions
arising from the transfers.

The assets transferred under these agreements are secured by the receipt of collateral. The level of collateral held is monitored reqularly
and ad)usted as necessary 1o manage exposure to credif risk.

The collateral received was in the form of UK, US, Japanese and Furcpean Government bonds and quoted equities. There were no
borrower defaults in the year {2020: none)

The following table shows the assets within the Group and Company balance sheets that have been transterred under stock loan agreements
and the related collateral received.
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17. Financial investments {continued)

Group an«ibompany

2021 202C
Em Em

Stock loan agreements
Listed equities 638 650
Corporate bonds 175 181
Government bands 1,295 1427
T T T T T S T 2108 T 2,258
Collateral recoved - T B 2,373 2,367

{ii) Other collateral received

Collateral was also received in respect of derivatives. Non-cash collateral was £5m for both the Group and the Company (2020: £24m). The
collateral received was in the form of UK Gilts. [t may be sold or re-pledged in the absence of default. No collateral was sold or re-pledged
in the year (2020: £nil) and there were no defaults in the vear (2020: none).

Cash margin received was £2 484m (2020: £3,710m) for both the Group and the Company. Cash margin received is included within ‘other
financial investments’, with an offsetting liability inctuded within ‘other creditors, including tax and soctal securiry’.

The market value of derivatives in respect of which collateral and cash margin were recetved was £2.551m for both the Group and the
Company {2020: £3,846m).

Collateral of £2,.497m was received for both the Group and the Company (2020: £2.817m) in respect of an unlisted debt security. The
collateral received was in the form of UK and US Government bonds, other fixed income debt securities, floating rate notes and cash.

The market value of the debt security in respect of which the collateral was received was £2,477m (2020: £2,820m).

The Group and the Company have entered mto reverse repurchase agreements with a cash value of £350m (2019: £1,092m). The value of
the UK gils associated with these deposits at 31 December 2021 was £337m {2020: £1,099m). Collateral in the form of UK gilts of £14m
{2020: £3m) was received in respect of those transactions.

(iii) Assets pledged as collateral
Collateral was alse pledged in respect of derivatives. Non-cash collateral was £38m for both the Group and the Company (2020: £55m). The
collateral pledged was in the form of UK Gilts. [t may be sold or re-pledged in the absence of default.

Cash margin pledged in respect of derivatives was £nil (2020: £nil) for both the Group and Company.

The market value of dertvatives in respect of which collateral and cash margin were pledged was £34m for both the Group and the
Company (2020: £43m). In addition, the Group and Company pledged £1,734m of initial margin (2020: £1,251m) in respect of derivatives.
This was pledged in the form of UK gilts

The Group and Company have entercd into reverse repurchase agreements with a cash value of £1,305m (2020 £1,100m). The value of the
UK gilts associated with these deposits at 31 December 2021 was £1,314m (2020: £1.127m). Collateral in the form of UK gilts of £3m (2020:
£16m) was pledged in respect of those rransactions. The Company has also pledged government and corporate bonds of £818m (2020:
£1,01lm) to its wholly owned subsidiary, Royal London Insurance DAC (RLI DAC), in respect of the internal reinsurance arrangement
between the Company and RLI DAC,
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Financial Statements continued

Notes to the financial statements continued

18. Fair value measurement
{a] Fair value measurement techniques and inputs

The following table gives information about the valuation techniques and inputs used 1o develop the Group and the Company’s fair value
MEASUr Cments:

Asse! /! llabllrly ) ) Valuauan lachmqm and key inputs

Derivative assets and habilities Mark to modei techrigue using market nputs. Market nputs vary by derivative
type and nclude {i] market swap rates (interest rate swaps, total return swaps
and inflation swaps}; (i) forward swap rates and interest rate volatility interest
rate swapt ons}: and (mf for e;gﬂ exchange rates (currem,y fﬁrwards]

Fqunty Secun:ses quoxed Quoted prices in active markets

Equnty serurmes unguoted Unquoted anate equny and Property funds are va ued at NAV

Debt and fixed income secunties - UK Govemmem borwd% -TSE RUSE“,TLMG,,EEE

Debt and fixed income secunties - Uther Government bondg Third party quoted prices

Debt and fixed ncome securities - other quoted Third party quoted prices
Quoted prices in an active market
Mark to mode'!

Debt and fuxed Ncome securfies - \oans secured by policy Carry\ng va\ue )
Debt and fixed ncome secunties - other unguoted Thued patty prices

Mark to to model S _
Unit trusts and other poaled Quoted prices in acuve market
Invesiments - gudtec Quoted prices pnsufficient activity to confirm active market} o
Unit trusts and other pooled NAY
mves!mem!s unquoted ) - ) B . ) o
(,ommercwal real estate ioans Net o e'-;em value of fulure cash flows, adjusted for credit sk of underlying

. o - . ~_ loans B S

Owrwor occupned Iand and buwldmgs (Group orﬂy] Income: Cap\{ahgat\on & market compam&.on
Invostment Droperty frcome capy itahsation & market companson
fnvestment i Group \mdertak\ngs sharP:, \Compamy only; Net present value of future projected cash onws EBi DA PF rnumpfe amd NA\//
o Carryngvaluee
lnvestrﬂent in Group undertak ngs - mvestment funds aFdJo\nl Quoted prices in an ackve market
ventures (Company only} Quoted prices Insufficient activity to confim active market]

NAV mo\nded by extema! hmd S manager
anestmen! 1 Group | urdertakmgs assocrates. \Lompany onﬂy} £ B!"DA Pt rnulnple
A&.sels held to cover Inked fiabiies End\wdual assets within this category are va\ued usmg the app!:cablc ‘echmque

and key nputs for the asset type as shown above
Net current assets are held at th their carrying va\up

Nom participating investment conlract |.ab!(ty De{e{rﬂmed by the far value o€ the net assets of the undenymg unitised
S _Investment fund o o

Remswar\ce habnhty D scountec cash ﬁows

Prowision for future commussion Present vaiue of projected future cash flows

{b) Fair value hierarchy

Assets and liabilities held at fair value have been classified using a fair value hierarchy that reflects the sigmificance of the inputs used in
making the fair value measurement. The position assigned to the asset or liability in the fair vatue hierarchy must be determined by the
lowest level of any input to its valuation that 1s considered to be significant 1o the valuation of the asset or liability in its entirety. The
hierarchy only reflects the methodology used to derive the asset's or liability’s fair value. The three levels of the hierarchy are as follows:

Level 1- Quoted prices in active markets
Inputs 10 Level | fair values are quoted prices {unadjusted) m active markets for identical assets or liabilities. An active market is one in which
transactions occur with sufficient frequency and at sufficient volumes to provide pricing information on an ongoing basis
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18. Fair value measurement {continued)

Level 2 - Inputs cther than guoted prices included within Level 1that are observable

Inputs 1o Level 2 fair values are those other than quoted prices included within Level ], which arc obscrvable for the asset or liability, either
directly as prices or indirectly, i.e. derived from prices. Level 2 inputs include:

« quoted prices for identical assets in markets that are not active;

» quoted prices for similar assets in active markets; and

« inpurts 0 valuation models that arc observalile for the asset. For example, interest rates and yield curves observable at commonly
quoted intervals, volatilities, and swap rates.

Level 3 - Inputs net based on observable data

Inputs to Level 3 fair values are unobservable inputs for the asset or liabihty. Unobservable inputs are typically used where observable
mputs are not available.

The Group and Company's assets and liabilities classified into the three levels of the fair value hierarchy are shown in the following tables.
The majority of the assets and liabilities measured at fair value are based on quoted prices in active markets or observable market data. Of
the total Group asscts and liabilities measured at fair valuc, 8 6% (2020: 8.4%) of assets and 0.2% (2020 0.2%) of liabilities are recorded as
Level 3. At the Company level, 9 2% (2020: 9.1%) of assets and 0.2% (2020: 0.2%) of liabilities are recorded as Level 3.

G}oup - 2021
Level1 Level 2 Level 3 Total
£m £m £m €m
Assets held at fair value
Denwvative assels T - - 4316 = 4316
Equity secuntiey
CQuioted 6,937 - - 6937
Unguoted - - 359 378
Debt and fixed income securites
Government bonds 5.062 155 - 5217
Other guoted - 5103 23 5126
l.oans secured by policies - - 3 3
Deposits with credit institutions - - - 2,353
Other unguoted — 2,497 3t 2528
Other investments
Urit trusts and other pooled nvestments 13,102 1,767 3,526 18.395
Commercial real estate loans - - 40 40
“Total other financial investments held at fair value T 25,101 13,838 3,982 45,293
Other assets held at fair value
Owner-occupied land and bulldings {note 14} - - 53 53
investment property (note 14} - - 96 96
Assets held to cover Iinked labilites [note 17 {c}) 55,477 1229 5,991 72,697
Total assets at fair value T S 80578 25 067 10122 118,139
Liabilities held at fair value
Unit-linked investrment contract kabiliies inote 27 ib)} - {71.185) - (71,185}
Reinsurance kability {note 32 (b)) - {2,477 - {2470
Dervative habilities {note 32 (d)} - {1,844 - {1.844)
Provision for future commuission {note 31) - - {145) {145)
Total liabilities at fair value B - - {75,506) {145} {75,651)

! Unquoted equities includes a £19m equity investment in associates (Responsible Life Lamted and Responstble Lendig Limited), which are equity accounted at Group
level and not held at rair value. These are mcoifuded in the table in order for the overall asset position to agree to Financial investinents in the bafance sheet

2. Deposits with credit imsntutions are not held at fair value but are mcluded in the table m order for the averall asset position to agree to Fmanctal Investments m the
halance sheet

Raoyal London Group | Annual Report and Accounts 2021 161

SIUSWBIE)S JeIdUeUlY I



Financial Statements continued

Notes to the financial statements continued

18. Fair value measurement (continued)

—Gm;“ 205)
Leveil Level 2 Level 3 Total
fm £m £m £m

Assets held at fair value e L
Denwatve assets - - - - 0 = 0 = 5,759 - Y
Equity secunties

Quoted £.521 - - 6.2

Unguoted - - 286 286
Debt and fixed income secuntes

Government bonds 2372 728 - 6300

Other quoted - 3215 - 5.215

Loans secured by polcies — - 4 4

Deposits with credit institutions - - - 3.364

Other unquoted - 284 48 7889
Other wvestmants
Lint trusts and other poaled investments 126/3 1698 2993 17,364
Total other financial investments held at fair value 24,566 16,241 3,331 47,502
Other assets heid at fair value
Owner-occupied land and buldings inote 14! - - 72 72
Investment property (note 14) - - 96 96
Assets held to cover linked habilities (note 17 (o)t 45723 8916 5,580 ) 650,229
Total assets at fairvalue 7 7 " o289 25157 9089 107,899
Liabilities held at fair value
Unit-inked investment contract habiities {note 27 (bl —- {58.787) — (28,781
Reinsurance habiity [note 32 {o}) - {2820 — [2.8701
Derivative habitties inote 32 {d)) = {1986 - (19861
Prowision for future commission (note 31) o o - 15y {In5)
‘Total Habilities at fair valee B - (63,593) {155} {63,748}

I Deposits with credit mstitutions are not held at Fair valte but are mcluded n the table in order for the overall asset position 1o agree o Financial Investments m the

balance sheet
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18. Fair value measurement {continued)

Company - 2021

Levet 1 Level 2 Level 3 Total
€m £m €m £m
Assets held at fair value o
Dervatve assets S - 4,318 - 4316
Equity secunties
Quated 6,937 - - 6,937
Ungquoted - - 359 359
Debt and fixed mcome securities
Government bonds 5062 155 - 5.217
Other quoted - 5102 23 5125
Loans secuw ed by policies - - 3 3
Deposits with credit nstitutions - - — 2353
Other unquated - 2497 3 2,528
Other investments
Unit trusts and other pooled investments L3 3 166 1282
Commercial real estate loans - - 40 40
Total other financial investments held at fair value T 13.1n2 12,073 622 28,160
Other assets held at fair value
Investment property (note 14) - - 149 149
Investment in Group undertakings inote 15] 11733 1757 4,194 17,684
Assets held to cover finked habililies fnote 17 (c)) S 55,488 11,226 5983 72,697
Total assets at fair value 80,333 25,056 10,948 118,680
Liabilities held at fair value
Unt-inked investment contract habiites {note 27 (b)) - (f1185) - {7.185)
Remnsurance hability (note 32 1b}) - (2470 - {2.477)
Dervatve habilties [note 32 (d)) - (1.844) - {1.844)
Provision for future commission [note 31 - ) - - {145) {145)
Total fiabilities at fair value - {75,5086) {145} {75,651)

1 Deposits with credu mstitutions are not held ar faw value but are mcluded in the table in order lor the overall asset position 1o agree to Financial Invesunents m the

balance sheet
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Financial Statements continued

Notes to the financial statements continued

18. Fair value measurement (continued)

Company - 2020

Level1 Level 2 Level 3 Total
£m £m £m £m
Assets held at fair value _ o o
Denvative assets - T T T T T T T = 5,759 - 5,759
Equity secunties
Quated 6,521 - - 6.521
Unquoted - — 285 285
Debt and fixed ncome secunties
Government bands 5372 728 - 5100
Other quoted - 5215 - 2.212
Loans secured by polices - - 4 4
Deposits with credit institutions - - - 3364
Gther unguoted - 2841 48 2888
Uit irusts and other pooled investments 1429 B 16 1.098
Total other financial investments held at fairvaluie 13322 14551 498 31735
Other assets held at fair value
Investment property inote 14} - - B8 168
Investment in Group undertakings (note 6] 1048 1,680 3594 16,322
Assets held ta cover inked labities nate 17 (¢l 4/ _ 89w 5990 60229
Tatalassets atfairvale T T T 7 70093 25147 0850 108454
Liabilities held at fair value
Urit-irked nvestment contract labhites (note 27 (b)) - 1587871 - 158,787
Reinsurance liability (note 32 (o) - (2820 - 12.820)
Dervative habilites {note 32 (d) - 11.986) - 11986)
Prowvision for future commussion [ncte 31 o - e £~ = S t 21}
‘Total iabilities at fair value -0 T - {63,593 (155} {63.,748)

1. Deposis with credy insttutions are not held at fair value but are cluded m the table in order [or the overall asset position to agree to Financial Investments i the

balance sheet

{c) Level 3 assets and liabilities

For the majority of Level 3 investments, the Group and the Company do not use imernal models to value the mvestments but rather obtain
valuations from external parties. The Group and the Company review the appropriateness of these valuations on the following basis.

» for investment and owner-occupied property. the valuations are obiained from external valuers and are assessed on an individual
property basis The principal assumptions will differ depending on the valuation technique employed and sensitivities are determined by
flexing the key mputs listed in the table below using knowledge of the investment property market:

+ private equity fund valuations are provided by the respective managers of the underlying funds and are assessed on an individual
investment basis, with an adjustment made for significant movements between the dare of the valuation and the end of the reporting

period. Sensitivities are determined by comparison 1o the pnvate equity market;

« corporate bonds are predominantly valued using single broker indicative quotes obtained from third-party pricing sources. Sensitivitics
are determined by fexing the single quoted prices provided using a sensitivity to yield movements; and

+ commercial real estate loans are valued using a discounted cash fiow model which includes contractual cash flows, a discount rate

derived using swap rates and a credit spread based on the underlying assct quality
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18. Fair value measurement {continued)
(c) Level 3 assets and liabilities {continued)

Changes in the assumptions used to calculate the Level 3 valuations to reasonably possible alternative assumptions would have the following
impact on the Royal London Group result before tax for the year. Only changes in assets held by the Royal London Main Fund would impact

the Group's result for the vear, as changes in the closed funds are offset by an opposite movement in investment and insurance contract

liabilities and therefore are rot included below:

+ for Level 3 private equity investments a 10% increase or decrease in the value of the underlying funds at 31 December 2021 would result
in a £46m ncrease or decrease in result before tax or total assers or liabilities; and

+ for Level 3 corporate bonds, increasing assumed yields at 31 December 2021 by 100bps would result in a decrease in profit before tax
and the fair value of the corporate bonds of £4m. Decreasing assumed yields at 31 December 2G21 by [00bps would result in an increase

in result after tax and the fair value of the corporate bonds of £4m.

The following table shows informartion about fair value measurements for Level 3 assets and liabilities using significant unobservable inputs.

Asset/| iabilily

Vahluation technique

Unobservable input

Range [weighted average)

Owner-occupied property and
nvestment property

income capitahsation

Equivalent yield
Estmated rental value per square
foot

515%-11.79% (7.8%)]
£5./6-£26 00 [£16)

Market comparison Price per acre £2.22m
Cguty secuntes - unguoted Adusted net asset value Adustment to net asset value n/a
Debt and fixed income securties Single broker guotes Unadjusted single broker quotes n/a
{ oans secured by policies Carrying value Adjustment to carrying value n/a
Unit trusts and other pocled Adusted net asset value Adustment to net asset value r/a
Investments - unguoted
Commercial real estate loans Present vaiue of future projected Undertying loan gqualty and credit  n/a
cash flows rating risk
Investments in Group entities - Royal London (UK] Haldings Royal London [UK) Holdings
shares {Campany only} 1imited, halding company of RLUM,  Limited:
based on net present vaiue of Per policy annual expenses:
future projected cash flows PrerniLm paying £4087
Nor-premium paying £46.40
Expense inflation RPI +0.5%
Rate card expenses:
Frermium paying 25 M
Non-premium paying £2258
Rate card expense inflation RPl +0.8%
Rate card fund expenses (%) pa 0233%

Royal London Asset Management
Holdings Ltd. holding company of

Royal | ondc-)ﬂ Asset Management
Holdings Ltd:

At enacted rates of corpor‘athq @’L

RLAM and Royal London Unit Trast py mulbple 172
Managers, based on PF multiple o . o o
PMAS substdianes Healthcare and  PMAS subsicharies {Heaithcare and
Gl) based on PE multiple Gl
PE muttigle 4.7
Investments in Group entties - Responsiblie Lfe Lirmited and PE muttiple 12

associates [Company only}

Responsibie | ending Limited basedd
on PE multiple

Provision for future commission

Present value of future projected
cash flows

Future based renewal commission
tated (%) p.a.

Investment return (%) p a
Surrender rate (%) p a.

Value of underlying funds at 31
December 2021 [£m}

0.05% 1.00% (0 50%)

Sl risk-free discount rate
C.00%- 38.67% 12.05%;
3.231

Royal London Group | Annual Report and Accounts 2021

165

sjuaIeR)S [RIDUEL| Y I



Financial Statements continued

Notes to the financial statements continued

19, Derivative financial instruments

Accounting for derivative instruments
The classification and measurement of derivatives is set out innote 18.

Embedded derivatives

The Group does not separately measure embedded derivatives that meet the definition of an insurance contract or embedded options 0
surrender insurance contracts for a fixed amount (or a fixed amount and an interest rate). Ali other embedded derivatives are separated
and carried at fair value if they are not closely refated to the host contract, and they meet the definition of a derivative.

The Group and the Company utilise derivative instruments 1o hedge market risk (see note 36 (b)), for efficient portioho management and for
the matching of tiabilities 1o policyholders. Derivatives are either ‘exchange-traded’ (regulated by an exchange), which have a quoted
market price, or ‘over-the-counter” {(individually negotiated berween the parties to the contract), which are unguoted.

The Group is exposed 1a credit risk an the carrying value of derivatives in the same way as 1t is exposed to credit risk on other financiat
investments. To mitigate this risk, a portion of the fair value of the derivatives held by the Group at any point in time is matched by collateral
and cash margin received from the counterparty 1o the transaction. Cash margin is collateral in the form of cash. Initial cash margin is
exchanged at the outset of the contract. Variarion margin is exchanged during the life of the contract in response to changes in the vatue of
the denvative. The remaining credit risk is managed within the Group's risk management framework, which is discussed further in note 36.

The Group and Company utilise the following denvatives.

Options and warrants

Options are contracts under which the sclier grants the buyer the right, but not the obhgation, to buy or to sell a specific amount of 2
financial instrument at a pre-determined prce, at or by a set date, or during a set period. The Group uses equity options o manage its
exposure 1o fluctuations n equity markets and to back certain products which include a guaranteed mvestment return based on equity
values. Warrants give the holder the right o purchase a particular equity at a specified price.

Futures

A futures contract is an agreement o buy or sell a given quantity of a financial instrument. at a specified future date at a pre-determined
price. The Group uses futures to manage its exposure 1o fluctuations in eqrity markets.

Interast rate swaps

An interest raie swap is a contract under which interest payments at a fixed interest rate are exchanged for interest payments at a variable
interest rate (or vice versa) based on an agreed principal amount. Only the net imerest payments are exchanged. No exchange of principal
takes place.

Swaptions

Swaptions are options {0 enter nto an interest rate swap at a future date, and are used 1o limit exposure (o {luctuations in nterest raes over
the long term.

Total return swaps

A total return swap is a contract vnader which one party makes payments based on a set rate. fixed or variable. whilst the other party makes
payments based on rhe return of an underlying item.

Swaptions, interest rate swaps and total return swaps are principaily used to mitugate the interest rate risk infierent in quaranteed annuicy
rates granted by the Group

Currency forwards

A currency forward is a contract o exchange an agreed amount of currency at a specified exchange rate and on a specified date. The
Group uses currency forwards 1o reduce cxposure 10 movements in exchange rates.

Inflaticn swaps

An inflation swap is a contract under which there 1s an exchange of cash flows n order to transfer inflation risk. One party pays a fixed rare
while the other party pays a floating rate that is inked to an inflation index.
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19. Derivative financial instruments (continued)
Fair value of derivative instruments held

) Group and Company
2021 2020
Cunl.r‘acl/ Fair values COW_EW Far values

notional notional
amount Assets Liabiities amount Assels Liabies
€m fm £rm £m £m £m
interast rate swaps 18,405 3905 {1.557} 18.089 5,615 1.897)
interest rate swaptions 5,180 13 - 5.963 81 -
Total return swaps 5213 91 {274} 4396 75 (78}
inflaton swaps 994 147 {10 745 2 11
Currency forwards 8.240 30 {90} aws W6 00 -
Total derivative assets/(liabilities) 38,032 4,386 (1,931) 37,358 5,889 {1,986

included m the balance sheet within,

Other financial investments/ (Other creditors) 4316 [1,844) 53,759 11835)
Assets held to cover inked habilites 70 (87) R < (51
T T o 4,386 {1,931) 5,889 {1.986)

In addition to the above, the Group and Company make usc of futures contracts. At 31 December 2021, the Group and the Company had
entered into equity futures trades giving exposurc to equities with a notional value of £6,991m (2020: £7.348m). The equity futures had no
market value at the balance sheet date because all variation margin on these contracts is settled on a daily basis

The Group and the Company patd initial cash margin of £374m (2020: £618m) in respect of these trades. E65m s of which is included within
‘Other debtors {2020 £137m) and £309m in “Assets held to cover linked liabilities’ (2020: £48Im).

The net variation margin payable by the Group and the Company was £(76)m at 31 December 2021 {2020: receivable £43m), being the
amount due for the movement on the last business day of 2021, which was settled on the first business day in 2022 £76m of this variation
margin payable is inciuded within ‘Other creditors including taxation and social security’ {2020 £mi) and £nil within "Assets held 1o cover
linked liabilities' (2020: £43m).

20. Debtors arising out of direct insurance operations and reinsurance operations

Accounting for debtors arising out of direct insurance operations and reinsurance operations

Debrors arising out of direct insurance operations and debtors arising out of reinsurance operations are initialty recognised at fair value
and are subsequently measured at amortised cost using the effective interest method,

Group Company
2021 2020 2021 2020
£m £m £rm £m
Debtors arising from direct insurance operations at amortised cost
Amounts due from policyholders 43 68 43 44
Amounts due from iIntermedianies 3 4 z 4
T T T 46 92 45 48
Debtors arising from reinsurance operations at amortised cost
Reinsurance recevable from external nsurers o 56 o4 48 33
- T 56 il 48 33

None of the above debtors arising out of dircet insurance operations or debtors arising out of reinsurance operations are expected to be
recovered more than one year after the balance sheet date (2020: £nil).

The 2020 comparative for Amounts due from policyholders included £143m of amounts due in relation to fund management business which
has been reclassified to Other receivables within Cther debtors (note 21) in 2021,
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Financial Statements continued

Notes to the financial statements continued

2i. Other debtors
Accounting for other debtors

Investmient income receivable, amounts due from other Group entities, and other receivables are measured at amontised cost as they are
financiat assets that are held to collect contractual cash flows where those cash lows represent solely payments of principal and interest.
They are initially recognised at fair value and subsequently measured at amortised cost using the effective interest method.

Accounting for current tax assets

Current tax assets are measured at the amount of tax expected to be recovered using tax rates substantively enacted at the balance sheet

date,
Group Company
2021 2020 2020 2020
£m Em Em £m
vostment neome recervable 4 47 2 46
Amounts due rom broker s 78 200 78 220
Amounts due rom other G oup entibies - - [+ a
Managenent foes 1 ecawable 62 B 55 45
Dther recenables 229 a7 108 12
Cutrent Yax ssset 88 B e
S ST T T 499 B 493 381 433

Other recetvables in 2021 includes amounts due in relation to fund management business which was previously mcluded in Amounts due
from policyholders within Debtors arising ourt of direct insurance operations (note 20) in 2020
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22, Tangible fixed assets

Accounting for tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and itnpairment losses. Cost comprises the original purchase price
and expenditure directly atributable to bringing the asset to its working condition for fts intended use.

Depreciation on tangible fixed assets is charged to the statement of comprehensive income and is calculated 50 as to reduce the value of
the assets 1o their estimated residual values on a straight-line basis over the estimated useful lives of the assets concerned, which range
from three t eight years. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

The carrying amounts of tangible fixed assets are reviewed at each balance sheet date for any indication of impairment or whenever
events or circumstances indicate that their carrying amount may not be recoverable. An impairment loss is recognised whenever the
carrying amount exceeds the recoverable amount. The recoverable amount is the higher of the asset’s fair valve less costs to sell and its
value in use. Impairment losses are recognised in the statement of comprehensive income.

Gains and losses on disposals are included & the statement of comprehensive income and are deterinined by comparing proceeds with
carTying amounts.

Group - 2021 Group - 2020

Computers, Computers, office

office equipment equipment
and vehicles and vehicles
Em fm
Cost
Al T danuary 67 54
Additions 5 3
Dispasals il —
‘At 31December T T - 7 bl S 67
Accumulated depreciation
At T January {42) 36)
Depreciationcharge. L o _ m _ )
At 31 December {53} (42}
Net book value
At1January o 5 8
At31December T T T 18 25

The Company did not hold any 1angible fixed assets at the balance sheet date or at the previous balance sheet date.
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Financial Statements continued

Notes to the financial statements continued

23. Deferred Acquisition Costs on investment contracts

Accounting for deferred acquisition costs (DAC)

Incremental costs that are directly auributable to the acquisition of new non-participating investiment and hybrid participating mvestment
contracts are recognised as a DAC asset, provided those costs are considered o be recoverable. Incremental costs comprise both initial
commission and an amount representing the present value of future commission payable to third parties. All other acquisition costs are
expensed as incurred. The asset is amortised over the period in which we expect to receive the related itvesunent management services
fees.

All acquisition costs on insurance and non-hybrid participating investment contracts are recognised as an expense in the statement of
comprehensive income when incurred.

2021 2020

£m £m

Carrying amount at 1 January 163 194
Amortisation (50} (3%
Ear;yirga;;ouﬁa{ﬁ December T na 163

24. Pension scheme asset

Accounting for pensions
The Group operates three defined benefit schemes and rwo defined contribution arrangements.

{i) Defined benefit schemes

The defied benefit schemes provide benefits based on pensionable pay. The assets of the schemes are held in separate Trustee
administered funds. The position of each scheme is assessed annually by an independent qualified actuary using the projected unit credit
method.

The pension scheme asset recognised in the balance sheet is the excess that is recoverable of the fair value of the plan assets in 2 scheme
over the present value of that scheme’s liabilities. Deficits in the value of a scheme’s assets over its scheme liabilities are recognised in the
balance sheet as a pension scheme liability. The ‘Administration costs’ and ‘Net interest (income)/cost’ are included within ‘Net operating
expenses’ on an incurred basis. ‘Past service costs’ arising on a plan amendment or curtailment are included immediately within 'Net
operating expenses’. Remeasurements are recognised in other comprehensive income in the peried in which they arise.

{ii} Defined contribution arangements

The Group operates a number of defined contribution arrangemensts for employees. The Group pays contractual contributions in respect
of these arrangements, which are recognised as an expense when they fall due.

Defined contribution arrangements
The Group provides pension benefits for its employees in order 1o support recruitment, retention, and motivation of talented people

All employees are eligible to join either the Royal Londgon Group Personal Pension (RLGPP) or the Royal London Ireland Pension Plan
{RLIPP) according 10 therr employment. The RLGPP and the RLIPP are both defined contribution arrangements.

These defined contribution arrangements are benchmarked 1o ensure that the reward package overall is competitive. Where possible under
local regulation, employees are auto-enrolled and the Group sees a correspondingly high take-up across employees. The Group pays
contributions i respect of these arrangements and these contributions are recognised as an expense as the related employee services are
provided. The Group's expense recognised in 2021 is £26m (2020; £24m) and is reported within staff costs (note 9).

Defined benefit schemes

In addition to the above arrangements, the Group operates three legacy funded defined benefit schemes, which are established under
separate trusts. The assets of the schemes are held w separate Trustce-admmisiered funds and the funding position of each scheme is
assessed annually by an independent qualified actuary using the projected unit credit method.

The ability of the defined benefit pension schemes 1o meet the projected pension payments is maintained through invesuments and, where
applicable, contributions from the Group. Risk arises because the estimated market value of the pension fund assets might decline; or their
mmvestment returns might reduce; or the estimated value of the pension liabilities might increase. In these circumstances, the Group could be
required to make additional contributions.

The largest defined benefit scheme 1s the Royal London Group Pension Scheme (RLGPS?). RLGPS was closed to new entrants on 1
September 2005 and 1o future accrual of benefits on 31 March 2016

As a result of the Royal Liver acquisition on 1 July 2011, the Group took responsibility for two further defined benefit penston schemes: the
Royal Liver Assurarnce Limied Superannuation Fund (Royal Liver UK} and the Royal Liver Assurance Limited (ROI) Superannuadion Fund
{'Royat Liver ROI'). Royal Liver employees in these schemes stopped eaming additional defined benefit pensions on 30 June 201L
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24. Pension scheme asset (continued)

In addition, the Group also operates a small, legacy unfunded unapproved arrangement for certain exccutives who joined before 1
September 2003, which provides mirroring of the RLGPS accrual benefits, provided by RLGPS above. The liability for this arrangement is
£15m (2020 £16m) and is recorded within other provisions.

The Group has agreed a funding framework with the RLGPS Trustee, which includes an agreement on the approach to be taken in the event
of a funding deficit. As at the most recent completed triennial valuation dated 3! December 2019, RLGPS had a funding level of 100% and no
contributions were required 1o be paid.

Consequently, as the Schieine is closed to Tuture accrual, the only contributions payable are, tf RLGPS has insufficient surplus, in respect of
costs of any augmentations including the award of discretionary pension increases.

The Royal Liver schemes are supported in the first instance by the Royal Liver Assurance Fund. Only in the event of that fund having
insufficient assets to meet the needs of the Royal Liver schemes would the Royal London Main Fund be required to provide support. This
structure is supported via guarantees from the Company to the schemes’ Trustees. Both the Royal Liver schemes were in surplus at the most
recent tricnnial valuation dated 31 December 2018. As these schemes are closed 10 future accrual, no contributions are currently payable.

The obligation figures below include an allowance for the impact of allowing for Guaranteed Minimum Pension (GMP) equalisation,
following the Lloyds Banking Group High Cours ruling in October 2018. The allowance reflects the costs 1o cover higher future payments
for affected members plus interest and arrears. Following the further judgement on 20 November 2020, an addttional allowance has been
included for the estimated cost of equalising GMPs for pension scheme members who have previously transferred out.

In conjunction with the acquisition of the Police Mutual Assurance Society, all assets and liabilities of the Police Murtual Assurance Society
Stalf Pension Fund (PMAS SPF) were transferred 1o RLGPS on 1 October 2020 This is shown under "acquisitions” in section ¢) below.
RLMIS became the Principal Employer of the PMAS SPF on the same date. The wind up of the PMAS SPF was completed on 24 February
2021

{al Key assumptions and sensitivity analysis
The major assumptions used to calculate the pension scheme assets for both the Group and the Company are shown below.

2021 2020

UK ROI UK ROl

% % % i

Discount rate 18 13 1.3 0.7
Price inflaton (RP 34 N/A 29 N/A
Price nflation [CPI} 23 20 25 17

1 Figures shown for RO are Trish CPT used for increasing deferred pensions between leaving and reurement Pension mereases for ROT pensions m payment sre based
on UK CP1

The most significant non-financial assumption is the assumed rate of mortality. The table below shows the life expectancy assumptions used
in the accounting assessments based on the life expectancy of a scheme pensioner aged 60 and a non-pensicner aged 45.

Group and Cornpany
2021 2020
RLGPS RL UK RL ROI RLGPS RL UK RLRQI
Pensioner
Male 26 2 27 % 21 21
Female 29 28 29 28 28 29
Non-pensicner
Male z 21 28 27 27 28
Female 30 30 31 30 30 3t
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Financial Statements continued

Notes to the financial statements continued

24. Pension scheme asset {continued)

The sensitivity of the defined benefit obligations to changes in the principal assumpuons is shown in the table below.

100 basis point decrease in discount rates
3% proportonate decrease N mortalty
100 basis pont increase in price inflation [RP1 & CPI)

1ncre;;a u:dér...; benﬁl
obligation
2021 2020
£m £m
635 735
&1 58
399 441

This senstrivity analysis is based on a change in an assumption whilst holding al! other assumptions constant. In practice, this is unlikely 1o
occur, and changes in some of the assumptions may be correlated When calculating the sensitivity of the defined benefit obligation to
sigmficant actuarial assumptions, the same method (present value of the defined benefit obligation calculated with the projected umt credit
mcthod at the end of the reporting period) has been applied as when calculating the defined benefit obligation recognised within the balance

sheet

The information provided above shows the sensitivity of the schemes’ liabilities to changes in the key assumptions. Due to the asset-hability
matching strategies, (he impact of changes in discount rates and inflation will also 1mpact the schemes’ assct values, thereby mitigating the

effect of such changes on the Group.

{b} Amecunts recognised in the financial statements

The amounts recognised in profit and loss and other comprehensive income in respect of these defimed benefit schemes are as follows:

2021 2020

Em £m
Costs recognised in profit and loss:
Admunistration costs {4 5
Net mterest ingome t 3
Past service costs o S 3) 18)
Total costs r;cogﬁsed in p;'—c;fit and loss - T i {6) B ?0)
Remeasurements recognised in other comprehensive income:
Return on plan assets excluding amounts :ncluded in inerest iIncome 222 285
Actuanal gains and {losses)
Changes in demographic assumptions [} &
Changes in financial assumptions 127 444)
Experience {lossesl gans _ [ =.:) R <
Total remeasurement ga-ififﬁog-j re?dgrEzd in_uther_comb_re!m_nsiveTr-lcEe o o . 282 {80}
Deferred tax on remeasarements of defned berefit penson schermes [nate 30 L I
VRe@as?ﬁrengof@AS Staf Pension Fund on BHJU\-S\TOE - . - - _5
Total remeasurement gai}(loiss] re?ogrged iﬁ?th;.‘om;;eh;sivéﬁﬁome B 267 - {7
The amounts recogmised in the balance sheet for the Group and Company are shown below:
S " Totsl T mors RoyallverUK RoyalliverROL
2021 2020 2021 2020 2021 2020 2021 2020
£m £rn £m £rn €m £m £m £m
tar value of plan assets 3728 3632 3,079 2,950 41 416 236 266
Pension scheme obligatior: (3.37) 13.548) (2863)  [2.994 [324) 1343} (184) 121
Met Pension scheme asset 357 84 26 74—4) 857 73 54 55
Reported as
Net Pension Scheme asset 357 128 216 - a7 3 54 55
Net Pension Scheme liability - [44) - {44 - - - iy

No contributions were required to be paid 1o RLGPS in the year to 31 December 2021 in relation to discretionary pension increases (2020:
£4m}. In accordance with paragraph 22 of FRS 102 Seciion 28, 'Employee Benefits', the value of the net pension scheme asset that can be
recognised in the balance sheet is restricted to the present vatue of economic benefits availabie in the form of refunds from the scheme or
reductions in future contributions. The Group believes that it has an unconditional right 1o a refund of surplus and thus the gross pension

surplus can be recognised in full in all three schemes, where applicable.
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24. Pension scheme asset {continued)
{c) Reconciliation of pensicn scheme asset
Movements in the present value of defined benefit obligations were as follows:

2021 2020
£m £m
At 1January {3548 {3.198)
Intarest cost [44] B
Past service cost (3 8]
Net actuarial gains/{losses) &0 (383
Benefits pad 149 137
Acquisitions - 142}
Exchange differences 15 (M
3tDecember T T 33m | {3,548)
Movements in the fair value of scheme assets were as follows:
T T - o 202177 2020
£m £m
At 1 danuary 3,632 3,367
Interest Income 45 64
Return on plan assets {excluding amounts included in interest income) 222 285
Employer contributions - 4
Adrinistration costs (4 15)
Benefits pad (149) 139
Acqguisitions - 42
Exchange dfferences 18) 12
31 December S ST 3,728 3,632
(o] Analysis of pian assets
7 T I Total N
2021 2020
Quoted Unguoted Total Quoted Unquoted Total
£m £m £m £m £m £m
Bonds 3339 0 3,349 3.031 1 3,042
Equities 367 - 367 352 — 52
Paoled Investment Vehicles 138 376 514 206 303 509
Derwvatives 1 54 55 2 )] {3
Repos/Reverse Repos - (636 (686) - {384} (384
insurance Policies - i 1 - i 2
Cash - 12 112 - 20 80
Current assets - 1 1 — 1 1
Other investments receivables - 85 85 - 46 46
Other investment labiliies - 167) (67) - {10) 110
Currert lablties - [l e - BB
Far value of plan assets ST T ' 3,845 {17 3728 3591 4 3,632

The RLGPS FRS 102 Secticn 28 plan assets include a total of £487m {2020 £462m) investment in Group managed funds.

Royal London Group | Annual Report and Accounts 2021 173

£lUBLWSYES (eOUBLI] I



Financial Statements continued

Notes to the financial statements continued

24. Pension scheme asset {continued)

{e} Risks

All three schemes are exposed 10 differing levels of interest rate, inflation, credit, and market risk. The Group has agreed with the Trustee
Boards of each pension scheme that, where appropriate, each scheme's risks will be managed in line with the Group’s nsk appetite. In
particular, the schemes’ investment sirategies are designed 1o mmimise nterest rate, inflation, and market risk exposure where this is cost
and capital effective,

The schemes have active liability-driven invesunent strategies using a combination of corporate and sovereign debt and derivative
mstruments such as interest rave and inflation swaps. Approximately 60% of RLGPS asscts and 90% of Royal Liver assets are invested in
instruments thar provide a march to the schemes’ projected cash flows thereby reducing the Group's exposure to interest rate and inflation
risk During the year the Trustees of the RLGPS maintained the hedge ratio at around 95% of interest rate and inflation exposure on the
technical provisions through the use of various derivative instruments

The schemes' exposure to market risk is reduced by a combination of restricting the allocation to growth assets such as equities and by
diversification both within the asset classes (e.g. geographically and across indusiry sectors) and across asset classes (e.g. within RLGPS by
allocations to property and to high-yield debr). Credin risk is managed via a straregy of diversification across industry, issuer, credit rating
and stock selection

The schemes, and therefore the Group, are also exposed 10 longevity risk.

Further information on the schemes’ risk management strategies can be found in the schemes’ annual reports and accounts which are
available on the Group's website.

{fi Maturity profile
The wetghted average duration of the defined benefit cbligation is 17 years (2020: 18 years).
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25. Subordinated liabilities

Accounting for subordinated liabifties

Subordinated liabilities are recognised initially at the fair value of the proceeds received, net of any discount and less atrributable
transaction costs. Subseguent to initial recognition, they are stated at amortised cost. The transaction costs and discount are amortised
over the period to the earliest possible redemption date on an effective interest rate basis.

The amortisation charge is included in the statement of comprehensive income within ‘Other charges’. An equivalent amount is added to
the carrying value of the lability such that at the redemption date the value of the liability equals the redemption value. Interest costs are
expensed as they are incurred.

Group and Company

Effective interest rate
2021 2020 2021 2020
fm £m % Y&
Fixed Rate Reset Callable Guar anteed Subordinated Notas due 2043 398 393 6.20 620
Guat anteed Subordinaled Notes due 2028 348 349 6.20 520
Fixed Rate Raset Callable Guaranteed Subordinated Notes due 2049 586 535 5,04 504
- T i 1,333 1332

Fixed Rate Reset Callable Guaranteed Subordinated Notes due 2043

On 29 November 2013, RL Finance Bonds No. 2 plc, a wholly owned subsidiary of the Company, issued the Fixed Rate Reset Callable
Guaranteed Subordinated Notes due 2043 (the 2043 Notes). The issue price of the 2043 Notes was 99.316% of the principal amount of
£400m. The discount of £3m and the directly related costs mcurred to 1ssue the 2043 Notes of £3m have been capitalised as part of the
carrying value and are being amortised on an cffcctive interest basis over the period to the first possible redemption date.

The 2043 Notes are guarantced by the Company. The proceeds of the issue were loaned to the Company on the same interest, repayment,
and snbordination terms as those applicable 1o the 2043 Notes.

The 2043 Notes mature on 30 November 2043, The issuer has the option to redeem all the 2043 Notes at their principal amoeunt on 30
November 2023 and on each interest payment date thereafier. Interest is payable on the Notes at a fixed rate of 6.125% per annum for the
period to 3C November 2023, payable annually in arrears cn 30 November ecach vear. If the 2043 Notes are not redeemed on 30
November 2023, the interest rate will be re-set on that date and on the {ifth anniversary of that dae thereafter, at a ratc equal to the five-
year gilt rate plus 4.321%.

Guaranteed Subordinated Notes due 2028

On 13 November 2015, RL Finance Bonds No. 3 ple. a wholly owned subsidiary of the Company:, issued the Guaranteed Subordinated Notes
due 2028 {the 2028 Notes). The 2028 Notes were issued at par (£350m). The costs directly related to the issue of the 2028 Notes of £2m
have becn capitalised as part of the carrying amount and are being amorused on an effective interest basts over the period to the fixed
redemption date of 13 November 2028.

The 2028 Notcs are guaranteed by the Company. The proceeds of the issue were loaned to the Company on the same interest, repayment,
and subordmation terms as those applicabie 1o the 2028 Notes.

The 2028 Notes mature on 13 November 2028, on which date the issuer will redeem the Notes at their principal amount. Interest is payable
on the Notes at a fixed rate of 6.125% per annum payable annually in arrcars on each interest payment datc.

Fixed Rate Reset Callable Guaranteed Subordinated Notes due 2049

On 7 October 2019, RL Finance Bonds No. 4 plc, a wholly owned subsidiary of the Company, 1ssued the Fixed Rate Reset Callable
Guaranteed Subordmated Notes due 2049 (the 2049 Notes). The issue price of the 2049 Notes was 97.976% of the principal amount of
£600m. The discount of £12m and the directly related costs incurred 10 issue the 2049 Notes of £4m have been capitalised as part of the
carrying value and are bemg amortised on an effective mterest basis over the period to the first possible redemption darc.

The 2049 Notes are guaranteed by the Company. The proceeds of the issue were loaned to the Company on the same interest, repayment,
and subordination terms as those applicable 1o the 2049 Notes.

The 2049 Notes mature on 7 October 2049, The issuer has the option to redeem all the 2049 Notes at their principal amount on any day
falling in the period commencing on 7 April 2039 and ending on 7 Qctober 2039 and on cach interest payment date thereafter. Interest is
payable on the Notes at a fixed rate of 4.875% per annum for the period 1o 7 October 2039, payable annually in arrears on 7 Qctober each
year. If the 2049 Notes are not redeemed on 7 October 203G, the mierest rate will be reset on that dare and on the fifth anniversary of that
date thereafter, al a rate equal 1o the five-year gilt rate plus 510%.

Royal London Group | Annual Report and Accounts 2021 175

SJUALIB]R)S [B|LBLIY I



Financial Statements continued

Notes to the financial statements continued

26. Fund for future appropriations

Accounting for the fund for future appropriations

The nature of benefits for participating contracts is such that the allocation of surpluses between participating policyholders is uncertain.
The amount not allocated at the balance sheet date is classified within liabilities as the fund for future appropriations (FFA).

The movement in the FFA during the year is shown in the table below.

Group Company
2021 2020 2021 2020
£m £m £m £m
At 1 January 3673 3.700 3993 4005
Transfer from the consaldated statement of comprehensive iIncome 79 80 68 29
Transfer from other comprehensive income 257 104 268 {7
At 31 December ' i - 4008 3873 4,329 3993

The closing balance of FFA for both the Group and Company includes amounts attribuable to the Royal London fund only. The surpluses m
the closed funds are included within the participating contract liabilities because they are not avatlable for distribution to other

policyholders or for other business purposes.

The Refuge Assurance IB Sub-fund, the United Friendly 1B Sub-fund, the United Friendly OB Sub-fund, and the Scottish Life Fund were
merged into the Royal London Main Fund during the year and are no longer accounted for as separate closed funds at 31 December 2021
The remaining closed funds as at December 2021 are the PLAL With- Profits Fund, the Royal Liver Assurance Fund and the RL (CIS) With-

Profits Fund.
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27. Technical provisions

Accounting for insurance contracts and participating investment contracts

Insurance and participating investment contracts are valued under FRS 103 using accounting policies consistent with those adopted prior
to the application of FRS 103. A change 10 those accounting policies is permitted if it makes the financial statements more relevant and no
less reliable, or more reliable and no less relevant. Non-participating investment contracts are financial liabilites, measured in accordance
with IFRS © at amortised cost (non-linked business) or at FVTPL {unit-linked business),

The estimation techniques and assumpiions used are periodically reviewed, with any changes in estimates reflected in the consolidated
statement of comprehensive income as they occur.

Long-term business provision - participating insurance, non-participating insurance, and participating investment contracts
Participating insurance, non-participating insurance and participating investment contracts are measured using the requirements of the
Solvency II (SII) regulatory regime, with the following adjusunents:

» Remove the volatility adjustment (VA) from the discount rate so that a SII risk-free rate is used, other than for certain non-profit
insurance business, for which the discount rate is the SII risk-free rate plus an illiquicity premium.

» Exclude the SII risk margin and instead include margins of prudence within demographic assumptions in a consistent way (o the
approach applied before the adoption of SI.

*  Remove the SII transitional measure on technical provisions (TMTP).
+ Include afl excluded future premium payments restricted within the SII balance sheet.

» Closed fund surpluses. For the closed funds, any excess of the UK GAAP value of assets over labilities is included i the participating
contract liabilities because it is not available for distribution to other policyholders or for other business purposes.

The participating contract liabilities include an assessment of the cost of any future options and guarantees granted to policyholders
measured on a market consistent basis. The calculations also take into account bonus decisions which are consistent with the Company’s
Principles and Practices of Financial Management.

Present value of future profits on non-participating investment contracts and With-profits fund transfers

The present value of future profits on non-participating investment contracts are accounted for as part of the calculation of the
participating contract liabilities. However, these values cannot be allocated to particular participating liabilities and so, in accordance with
FR3 103, they are shown as a separate asset on the face of the balance sheet, the Non-participating value of in-force business’. For the
2020 comparatives, the 'Not-participating value of in-force business’ also included the value of future transfers from the Group's 9C:10
with-profits sub fumds (Refuge Assurance IB, United Friendly IB and United Friendly OB) as these were also accounted for as part of the
calculation of the participating contract labilities but could not be allocated o particular participating liabilities. Following the
consolidation of the with-profits sub funds into the Royal London Main Fund during the year, the value of future shareholder transfers can
now be allocated and is recognised in the participating inserance contract liabilities.

Non-profit insurance contracts

For non-linked, non-participating nsurance contracts, the liability is calcelated as the discounted value of all the cash flows expected to
arise on those contracts. The discount rate is the SII risk-free rate, other than for annuity contracts within the SII Matching Adjustment
fund, for which the discount rate is the S1I risk-free rate plus an illiquidity premium. The illiquidity premium is determined from the yield on
the assets in a ring-fenced portfolio, allowing for deductions for downgrade and default risk.

Change in accounting estimale

Following a change during the vear in the Group’s asset and lability cash flow matching, an illiquidity premitm has been included in the
discount rate used to value certain annuity contracts as set out above. In accordarce with FRS 102 Section 10, this change has been
treated as a ‘change in accounting estimate’, which is required to be recognised in the current year with no restatement of prior year
comparatives. The total impact of the change on existing business is a reduction in the Long-term business provision of £29m shown within
‘other’ in the table on note 27(a)ii) below and a gain of £29m, which has been shown in the 202! consolidated statement of comprehensive

income within the line ‘Change in long-term business provision'.

Long-term business provision - non-participating investment contracts
The financial liabilities for non-linked, non-participating investment contracts are measured at amortised cost. The hability is calculated as
the discounted value of 2! the cash flows expected to arise on those contracts, using the SII risk-free discount rate.
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Financial Statements continued

Notes to the financial statements continued

27. Technical provisions {continued)

Technical provisions for linked liabilities
The technical provisions for linked liabilities include liabilities for unit-linked insurance contracts and unit-linked investment contracts.

Unit-linked insurance contracts are measyred using the requirements of the SII regulatory regime, adjusted for the items shown above for
participating contracts. where applicable. The liability is calculated as the discounted value of all the cash flows expected to arise on those
contracts, using the SII risk-free discount rate. The cash flows are determined on a best estimate basis plus an allowance for risk, which is
made by including margins within the assumptions usec!, determined on a basis consistent with that applied prior 1o the adoption of SI1.

The financial liabilities for unit-linked investment coniracts are designated at inception as at FVTPL. This classification has been used
because the unit-linked liabilities are part of a group of financial assets and financial liabilites that are managed and whose performance is
evaluated on a fair value basis. The fair value is determined using the current unit prices, which reflect the fair values of the financial assets
contained within the Group's unitised mvestment funds linked to the financial liability, multiplied by the number of units keld by the
contract holder at the balance sheet date. If the investment contract is subject to a surrender option, the fair value of the financial hability is
never less than the amount payable on surrender, discounted for the required notice peried, where applicable.

Liabiiity adequacy test

Aliabilicy adequacy test is performed on insurance liabilities to ensure that the carrying amount of liabilities (less related intangible assets)
is sufficient to cover current estimates of future cash flows. When performing the liability adequacy test, all contractual cash flows are
discounted and compared against the carrying value of the Lability. Any shortfall is charged immediately to the statement of
comprehensive income.

Claims outstanding

The claims outstanding provision represents the estimated cost of settling claims reported by the balance sheet date.

Reinsurers’ share of technical provisions

The reinsurers’ share of technical provisions are dependent on the expected claims and benefits arising under the related reinsured
insurance contracts. They are measured on a consistent basis to the underlying isurance contracts.

{a] Long-term business provision

i} Summary _ o _

T T T T T T T oo  cowmpay

202 2020 207 2020
£m fm £m £€m

Gross
Participating insurance contract labities 333714 34217 33,373 34.218
Participating investrment contract labikties 2,296 2248 2295 2,247
Nor-pront msurance contract iabilites 5132 5.648 5195 9,714
Nonprefit mvestiment contract habilies ) o o - _ _ _8 - __ 8
Total long term business provision 40,802 42181 40,363 42,245
Reinsurers’ share
Participating Insurance contract hablines {1099} 11,307 11,099) 11304
Non-profitinsurance contract hiabilities {3,480} [3.874 {3.430 [3.831)
Totai reinsurers’ share of h;r_ng-t_er;x bu_sirTesshpf;visEm‘ - {4579) I 7(5,1781} {4.529) L J&BE{
Net of reinsurance
Participating insurance contract hatyities 32275 32970 32274 32.969
Participating investment contract habihtes 2,296 2.248 2,295 2.247
Non-profit insurance contract labilites 1652 1774 1765 1883
Nor-proht investment contract habities — B - 8
Totaf I'on_g-t_errnTau;ne;s E;O\Eial, net of reinsurance 36,223 37,000 36,334 - ?:T,167
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27. Technical provisions (continued)

{ii) Movement analysis
The movement in the long-term business provision in the vear is shown in the following tables.

Group - 2021
Reinsurers’ share of long-
Long-term business provision, gross of reinsurance term business provision Long-term business provision, net of reinsurance
Participating Participating Non-profit Non-profit Participating Non-profit Participating Participating Non-profit Non-profit
insurance  investment insurance investment insurance  insurance insurance investment insurance investment
£m £m fm £m £m £m £m £m £m £m
At1 January 34,277 2248 5648 8 {1307 (3874 32,970 2,248 1,774 B
Expected changes
durngthe year (2.537) {195) 79 8] 7 231 (2.366) {195) i52 8l
Expectad closing
position 31,740 2053 5,569 - {1136) 13,643} 30,604 2053 1926 -
New busimess 34 5 25 - - {100} 34 5 75) -
Expenence variations 2887 206 (53) - )] 21 2816 206 {32) -
Changesin
assumptions {1,188} 1 {420) - 108 242 1,080} L (178} -
Fund consolidation {1623 24 - - - - {162} 24 - -
ProfitShare 74 5 - - - - 74 5 - -
7Other77 _ L) (8} 1 - - - m 1] 1 -
At 31 December 33374 2296 5132 —  (1099) (3480) 32275 2296 1652 -
T T T T T o Group - 2020 - T
Reinsurers' share of long:
Long-term business provision, gross of reinsurance term business provision Lang-term business prowvision, net of rensurance
Participating  Participatng  Non-profit Nan-proft  Participating Non-proft  Partcipating  Participating Non-profit Nan-profit
NSUrance investment insurance nvestment nsurance insurance nsurance Investment mnsurance investrment
£m £m £m £m £m £m £m £m £m fm
At1January 32,613 2,248 5,155 - {1,271 {3.654) 31,342 2,248 1,501 -
Expected changes
duf{'mgxihe year (1.85'_4] 119} 185) o LS}_ o __133 B _WEﬂ___ _{!,7_0%) B (il?]_ o 106,, - @)
Expected closing
position 30,779 2179 2,070 18 1.138) {3,463 29.64! 2129 1607 18
New business 34 6 L] - - 183 34 6 {193) -
Expenence variations 1,442 76 51 - 151) i14] 1391 76 37 -
Changes in
assumptions 1366 5 627 - 18 {322) 1.248 5 305 -
Acquisitions 599 28 Il 16 - 10) 598 28 1 6
ProfitShare 67 4 - - - - 67 4 - -
plher L)} — n — - 18 {10) - 7 -
At 31 Dgcember 34277 2248 5648 8 (1,307) (3874) 32970 2248 1714 8

ProfitShare of £71m was previously included wathin Changes in assumptions.
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Financial Statements continued

Notes to the financial statements continued

27. Technical provisions {continued)

Long-lerm business provisian, gross of reinsurance

Reinsurers’ share of long-

term business provision Long-term business provision, net of reinsurance

Participating Participating  Non-profit Non-profit Participating Non-profit Parlicipating Parlicipating  Nor-profit Non-profit
insurance  investment  insurance investment insurance  insurance insurance  investment  insurance  investment
£m £m E£m £m £m Em £m £m £m
At 1 January 34,276 2,247 514 8 {1,307y {3,831} 32969 2,247 1,883 8
Expected changes
during the year {2,537) {195) 106} {8) il 223 [2,366) [195) m {8)
Expected closing
position 31739 2052 5,608 - {1,136} {3,608 30,603 2052 2000 -
New business 34 5 64 - - on 34 5 (33) -
Experience varations 25884 206 52} - m 23 2813 206 129) -
Changes n
assurnplions (1,186} ] {436} - 108 252 (1078} fl (184 -
Fund cansolidation 1162) 24 - - - - {162) 24 - -
ProfitShare 74 5 - - - - 74 5 - ~
Other fio] i8) # - - - (1) 8] it =
At 31 December 33,373 2,295 5195 - 1,099) (3430) 232274 2295 1,765 —

Company - 2023

Long-term business pravision, gross of reinsurance

Reinsurers share of long-

term business provision Long-term business provision, net of rensurance

Participating  Participatng  Non-profit Non-profit  Particpating  Nonproft  Participating  Participaung  Nor-profit Non-prefit
nsurance investment insurance investment nsurance Insurance iNsurance investment nsurance inyestmeant
£m £m £m £m €m £m £m £m £m £m
At 1 January 32612 2,247 5,218 - {1,271) [3.618} 31,341 2,247 1,600 —
 xpected changes
_gurrg the year _hexw e e @ B3 B9 o) my %@
Expected closing
position 30779 2128 5119 [8) 1.138) [3.429) 79641 2128 1690 18
New buysiness 34 [5) {78} - - 180] 34 4] (154 -
Experience vanations 1439 1) o - (51 114; 1388 13! 37 -
Changes in
assumptions 1367 5 617 — 18] (3161 1249 5 296 —-
Acquisitions -89 28 i ils] 6] 599 28 1 6
ProhtShare 67 4 - - - - 67 4 - -
Otrer e (. B A
At 31 December 34,276 2,247 5,714 8 1,307) (3,831 32,969 2,247 1,883 8

ProfitShare of £71m was previously included within Changes in assumptions.
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27, Technical provisions (continued)
{6} Technical provisions for linked liabilities

{0 Summary S o
I - 7Group B Company
2021 2020 2021 2020
£m £m fm £m

Gross
Unit linked insurance contract labiities 1,314 1212 1314 1272
Umit linked investment contract habilities 71185 08,/87 71185 58,787
Total technical provision for linked liabiltes 72499 60,059 72499 60,059
Reinsurers’ share
Unit inked insurance contract habilites 53 50 53 50
Total reinsurers’ share of technical provision for linked liabilities - 53 50 52 50
Net of reinsurance
Unit inked insurance contract habihties 1.367 1322 1367 1322
Unit Iinked investment contract iabilities 7185 58,787 71185 58,787
Total technical ;Evision for linked liabilities, net of reinsurance 72,552 " 60,109 72,552 60,109

(i) Movement analysis
The movement in the technical provisions for linked liabilities in the year is shown in the following 1ables.

Group - 2021

Reinsurers’
share of
technical
Technical provisions for inked  provisions for  Technical provisions for linked
liabilities, gross of reinsurance  linked liabilities liabilities, net of reinsurance

Unit linked Unit linked Unit knked Unit knked Unit linked

insurance investment insurance insurance investment
£m £m £m £m

At 1 January 1,272 58,787 50 1,322 58,787
Aliocation of 2020 ProfitShare to policies - i) - - 5]
Expected changes during the year (188) (3.078) (3) {191} {3,078)
Expecled closing postton T 1084 55,784 47 11 55,784
New business (22 8133 - {22} 8133
Experience variations 228 7323 10 238 7.323
Changes in assumptions 1 4) - fl (4
Other moverments 13 59 {4} 9 a1
"At 31 December S o 1314 71185 53 1,367 71185
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Financial Statements continued

Notes to the financial statements continued

27. Technical provisions {continued)

Group - 2020

Reinsurers’
share of
techmical
Technical provisions for linked provisions for Technicat provisions for inked
liabilities, gross of reinsurance linked labilities liabilities, net of rensurance
Unit hinked Unit inked Unit inked Urit linked Unit inked
insurance Investrment Insurance Insurance investment
£m £m Em £m £
At1 January 1,365 54,027 17 1,382 54,027
Allocation of 2019 ProfitShare to pelicies - 63 — 63
Expected changes durng theyear S B L B 5 S ) (7 O
Expected closing position 1196 51,750 14 1210 51759
New busmess {9 5./06 19} 4,706
t xperience varialions 66 1176 e % 1176
Changes in assumptions 23 2 29 52 2
Acquisitions - 15 - - 1%
Othermovements  —  __ __ . ___ .. _ W & & @ . 2
At 31 December 1272 58,787 50 1322 58,787

ProfitShare in respect of 2019 of £63m was previously included within Fxpected changes during the year,

Company - 2021

Rensurers’
share of
technical
Technical provisions for inked  provisions for  Technical provisions for linked
liabilities, gross of reinsurance  linked labilities labikties, net of reinsurance

Unit linked Unit linked Uniit linked Unit linked Unit linked

insurance investment insurance insurance investment

£m £m £m £m £m

At 1 January 1272 58,787 50 1,322 58,787
Aliocatior of 2020 ProftShare to pobces - =] - - i)
Expected changes dunng the vear 188 {3,078) 3) a9t 13,078)
Expected closng posion 1084 55,764 47 1131 55784
New business 22) 8133 22) 8133
£ xperence varatons 228 7323 10 238 7323
Changes in assumptions 1 (4} - 1l 14
Other movernents o o 13 {51} i4) 9 {50
At 31 December 1,314 185 53 1,367 7,185
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27. Technical provisions {continued)

Company - 2020

Reinsurers’
share of
technical
Technical provisions for linked provisians for Tectnical provistons for linked
liablities, gross of reinsurance linked liabiiues liabilites, net of rensurance
Unit Iinked Unit inked Unit linked Unitinkad it hnked
nsurance investment insurance nsurance wivestment
Em £m fm £m £m
At1Janyary 1,365 54,027 177 1,382 54,027
Allocation of 2018 ProfitShare to policies - 63 - - 63
Expected changes during the year o I 2330 ) 72 (2.331)
Exgected closing position 1196 51,759 14 1210 51759
New business 9 5706 9 5,706
Fxpenence vanations 66 176 10 76 1176
Changes in assumptions 23 ? 29 52 2
Acquisitions — ns — - ]
Otrer moverments o G B < B O 2
At 31 December 1272 58,787 50 1,322 58,787

ProfitShare in respect of 2019 of £63m was previously included within Expected changes durmg the year.

{c) ProfitShare

The Group and Company have allocated ProfitShare of £169m (2020: £146m) in the year This is shown in the movement analyses in the

following notes.

Group
2021 2020
£m £m
Participating contracts [note 27 {a) (i)} 79 &
Unit inked contracts {note 28} i 90 B
9 148
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Financial Statements continued

Notes to the financial statements continued

28. Non-participating value of in-force business

The movement in the non-participating value of in-force business in the year is shown m the table below.

Groq;-

Company
202 2020 2021 2020
£m £m Em Em
At 1 January
Non-participating value of in-force business 2229 2,088 2229 2089
Deferred acquistion costs arising on investrment contracts (note 23| 163 194 %3 194
Proviston for future commission {note 31) 155) 192) (155} [1h2i
Deferred fee income on investment contracts [note 33 {75} 97 (75) ey
Total value of in-force business at1 January T 2162 2,040 2162 2,040
Allocation of ProfitShare 75 63 i) 03
Expecled changes during the year L I {14! [ I T
Expected closing position N - 2,066 1,986 2,066 1,986
New busmess 200 203 200 203
Experience variations 358 44 358 44
Changes i assumptions 160} 1 [60) I
Fund consolidation (206) - {206} -
Acguisitions - {1 - m
ProfitShare 190) 1759 {90) {750
Other movements {8) 112 {8 {12
At31 December T D T 2260 2,162 2,260 2162
At 31 December
Norvparticipating value of in-force business 2333 2229 2,333 2229
Deferred acquisition costs arsing on imvestrment contracts (note 23} 13 183 n3 163
Prowision for future commission (note 31) (145} 1125} {145} {195}
Deferred fee ncome on investment contracts jnote 33 ) w1 4y 3
Total value of in-force business at 31 December h - 2,260 2,162 2,260 2,162

202! ProfitShare of £90m will be allocated to eligible policies on 1 April 2022, The £75m included in the table above relates to the

allocation of the 2020 ProfitShare on 1 April 2021,

29. Technical provisions and reinsurance assets - valuation assumptions
{a) Assumptions

The assumptions used to determine insurance and investment contract liabiliies are approved by the Audit Commitice based on advice
given by the Group Chief Actuary. These assumptions are updated ar least at each reporting date to reflect latest estimates. The assumptions

used can be summarised as follows,

{i) Demographic
Mortality and morbidity

Mortality and morbidity risks are inherent in most lines of business For protection business an increase in mortality and morbidity rates
leads to increased claim levels and hence an increase in labilities. For annuity business the risk is that policyholders live longer than
expecied. Reinsurance arrangements have been put in place to mitigate mortality and morbidity risks.

The rates of mortality and morbidity are set in line with recent Company experience, where it is available in sufficient volume 1o provide
reliable results Where Company experience is not considered sufficient, bases have been set by reference to either industry experience or
the terms on which the business is reinsured The Company allowed for the expected impact of the Cevid-19 pandemic on short-term
mortality and morbidity experience as at 31 December 2020 Our claims experience has been in line with our expectations, leading to this

provision now being fully utilised.

A margin is included 10 provide for potential adverse variations m experience. The margins are typically 2% for mortality risks, 4.8% for
morbidity risks with reviewable premiums and 8.6% for morbidity business with guarantecd premiums.
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29. Technical provisions and reinsurance assets - valuation assumptions (continued]
The principal mortality assumptions are shown in the following 1able.

Class of busme-ss

ZOZI mortahty

2020 mortalty

Ordinary long-term assurqnces

RL | egacy (Royat London Mutual [RLM and Ex-United
Assurance Group (UAG)) non-inked

85.68% AMCOO ult. and 97.92% AFCOO uit.

Intermediary Pensions

56.1% AMCOO uit. and 52.02% AFCO0 ult.

RL| Legacy (Ex-Royat Liver UKj and RUIDAC

106.08% AMCOQ uit, and 11118% AFCO0 ult

RL Legacy {ExRL (CIS)

-BJ 68% AMCRO ult, and 97.97% AFCOO0 uilt.

56.1% AMCOO Ukt and 52.02% AFCOO it

106 08% AMCOQO ult. and _111 8% AFCO0 utt.

traditional with-orofits, whole ife 66.30% AMCQO 66.30% AMCOO
" traditional with- proﬂts endowrnent 63.24% AMCOO  B324% AMCOO
B accumulating with- profits bond 96.90% AMCOO0 96.90% AMCQO
RL Legacy norvlinked term assurances flevel benchits)

__male non-smokers 102 00% TWNLOS set 83 64% TMNOQ sel
male smokers - 102.00% TMSLOS sef  83.64% TMSOC sel
female non-smokers i 102.00% TFNLOB sel " B3.64% TFNOQ sel
fermale smokers ) 102.00% TFSLOS sel " 83.64% TFSCO sel

RL Imtermediary UK Pratection term assurances [level

benefits)
male non-smokers B - 76.50% TMNLOS sel 76.50% TMNLOB sel
male smokers T 78.54% TMSLCB sel ~ 7854% TMSLOB sel
fermale non-srmokers 04.86% TFNLOS sel  94.586% TFNLOB sel
female SMOKEers 74.46% TFSLOS sel | 74.46% TFSLOB sel

RL Intermediary UK Pratection accelerated cntical liness

{guaranteed premiums}

" male non-srmokers 96.95% ACMNLOS sel © 96.95% ACMNLO8 sel
male smokers 92.60% ACMSLOS sel 02 80% ACMSLOS sel
female non-smokers 102.40% ACFNLOS sel _102.40% ACFNLOE sel
fernale smokers 93.69% ACFSLOS sel 93 69% ACFSLOR sel

RL Intermediary UK Protection stand-alone entical liness

{guaranteed premiumsj
male non-smokers 80.61% ACMNLOS sel T B08I% ACMNLOB sel
male smokers T 78.44% ACMSLOS sel T 7B.44% ACMSLOE sel

_female non-smukers T 106.76% ACFNLOSB sel 106.76% ACHNLOB sel
ternale smokers o ’ 52.29% ACFSLO8 sel '52.29% ACFSLOB sel

i'w’l Intermediary UK Pt otection unit Inked term assurances .
male non-smokers 97.92% TMNLOS sel 97.92% TMNLOS sel

male smokers 126.54% TMSLO8 sel 126.54% TMSLOS sel
female nor-smokers i 106.08% TFNLO8 sel 106.08% TFNLOS sel
female smokers 97.92% TFSLO3 sel 9792% TFSLO8 sel

Peﬂswons n deferﬁw_éf_wt h |
RL Legacy {Ex-Refuge Assurance OB) noninked 7154% PPMDOO and 80.36%PPFDO0 71.54% PPMDOO and 80 36%PPFDO0
RL Pensions - indwidual 6272% AMCO0 and 64.68% AFC00  62.72% AMCOC and 54 68% AF CO0.
RL Pensions - group B 50.78% AMCQO and 50.96% AFCO0 50 78% AMCCO and 50.96% AFCOD

_ RL Legacy {Ex-RI. {CIS)) Personal Pensions 73,50% AMCOO ~ 73.50% AMCO0
RL Legacy {£x-RL {CIS}} Seclon 226 Retirement annuty 44.10% AMCOO 4410% AMCO0

Pensions —- immediate annyities and deferred annuities
in payment

RL Legacy {Royal Londan Mutua\ and £x- UAG] non- Imked

97.02% PMLOB CMI (2019} Sk=7, A= 0%

9/02% PN 08 CMI (2019) Sk- 75 A= 0%

15% pa’® 534_95__
93.10% PFLOB CMI (2019) Sk =7, A=0% 1.5% ©9310% PFLOB CMI [2019) Sk =7 5. A-0%
pa 15% pa”
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Financial Statements continued

Notes to the financial statements continued

29. Technical provisions and reinsurance assets - valuation assumptions {continued)

Class g[gésiness 2021 mortality 7 . 202C martality
Ordinary long-term assurances o

RL Intermediary Pensions (excluding opt-outs from 97.02% PMLOB CMI (2019} Sk =7, A=0.35% 97.02% PM1 08 CMI 12019] Sk =7.5%,

compromise schemel 15%pa A=0.35% 1.5% pe’

A016% PFLOS CMI {2019) Sk =7 A=D.35% 90.16% PFLOS CM} {2019 Sk =75 A=0 35%

15% pa” o 1% pa’

RL Intermediary Pensions [opt-outs from compromise 88.20% PMLOB CMI (2019) Sk =7 A=0.35% £8.20% PMLOS CMI {20191 Sk :7.5'H

scheme) 15% pa’ i A=0 35% 1.5% pa’

84.28% PFLOS CM! (2019) Sk =7 A=0.35% 84.28% PFLOB CMI (2019) Sk =7.5" A=0 35%

15% pa® 15% pa’

Rl Legacy {Ex-RL {CIS)) immediate anmuities in payment

Personal pensions 98.00% RL PP M Imm’ CMI {2019} Sk =7 A= 109.75% PMLOB CMI (2019) Sk =75 A- 0%
(0% 15% pa”® _ 15% pa”
98.00% RL PPF Irom® CME(2019) Sk=7  9B.98% PF| 08 CMI12019) Sk 7.5 A-0%
A=0%15%pa” - 15%pa’
Section 226 retitement annuity 98.00% Rt TabP M Imm? CMI2019) Sk=7  104.86% PMLOS CM! 20191 5k -7 5 A-0%
A=0%15% pa” o 15%pa’
98.00% RL TabP F Imm* CMI (2019} Sk =7 94 08% PFLOB CMI (2019) Sk - 757 A-0%
A=0%15% pa” 15%pa’
RL Legacy {Ex-RL (CIS)) deferred annuities in payment ) S )
Parsonal pensions 98.00% RL PP M Def* CM(2019) Sk=7 107 90% PMLD8 CMI (2019) Sk .75° A 0%
A=0%15% pa’ ) . i%pa’
98.00% RL PP F Def' CMI (2019) Sk =Z' 97.02% PFLOA CMI (2019) Sk -/ & A=0%
o A0%15%pa® ib%pd’
Section 226 retirerment annuty 98.00% RL TabP M Def* CMI (2019) Sk=7 100 94% PMLO8 CM1 (2019) Sk =/ &° A=0%
A=0% 15% pa’ . 15%ps’
98.00% RL TabP F Def' CMI {2019) Sk =7 94 08% PFLOB CMI 201915k 757 A 0%
S A=0% 15% pa’ - i5%pe’
Industrial assurance B
RL Legacy RLM] 71.4% ELTI7 [males) ) - 714%ELTI ymales]
RL Legacy [Ex-UAG) 94.86% ELTIT imales) N S 9_46_5@?/3&]_!1 !En_gl_gs_]
Rl Legacy [exRoyal Liver UK] 7242%ELTI [makes)  72A2%ELTI7 jmales)
Rl Legacy {Ex-RL{CISY) S
Endowment 9282%ELTI [maies)  92.82%ELTI7 males)
Whole Iife 64.26% ELTI7 {mafes) 54 .26% ELTI7 males)

1 The assumption 1s shown as 4 percentage of 4 base table in 2000 or 2008 projected in line with mortality mprovement or morbdity deterioravon factors as
appropriate

2  The smeothing parameter (Sk) was miroduced in CMI (2016 with 4 core value of 7 5 for CMI (2016) and CMI1 {2017) The Core CMI Model 1s paramererised to reflect

best estnnate mortahty improvements for the general UK population (based on England & Wales data) winch s not expected to be suttable for users interested in

populauons other than the general England and Wales population Following consultation with the mdustry, the smoothing parameter reduced to a core value of 7 for

CMI {2018) to reflect the slowing in mortality improvements In addiion, a new parameter (A) was mtraduced, the “munat addition 1o mortality tmprovements”, to
allow users to adjust mital mortahty improvements more easily 1o reflect their views on appropriate mortality mmproveinents for their busimess Therelore, the
approprateness of core parameterisations for Royal Londan’s business has been reviewed and the parameters adjusied 1o reflect the socio-economic mix of
policyholders of each type of business

3 The mortahty basis s displayed as a percentage of base table mortality in 2008 projected in hine with the 2019 CMI model mortainy improvements and a percentage

per annum lonq(erm UNprovemenc rate.

4. A new more granular process has been introduced for analysing RLICIS) longevity experntence which has resulted m bespoke mortalny tables for both deferred
anmuities m payment {Def’) and immediate annwittes m payment {Tmm).

ui

The model parameters within CMI (2019) have been updated (o allow for a bespoke n-house calibraven In addwion, the smoothing parameter, A’ parameter and
long-termn rate have been reviewed with the smoothing parameter reduced to 7 which s the default.

Persistency

Persisiercy is the extent to which policies remain in force and are not for any reason lapsed, made paid-up, surrendered, or transferred
prior 1o maturity or expiry. The rates of persistency are set in line with recent Company experience Where appropriate these rates are
adjusted to allow for expecied future experience being different frem past experience, including the expected short-term impact of the
Covid-19 pandemic. The rates vary by product line sales channel. duration in force and, for some products. by fund size A margm is
included to provide for potential adverse variations in experience The margin is rypically 5%
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29. Technical provisions and reinsurance assets - valuation assumptions {continued)

{ii) Expenses

For the main classes of business, maintenance expenses are set in accordance with management service agreements and, for business
transferred 1o the Company, in accordance with the appropriate scheme of transfer. Expenses for those classes of business not covered by
erther a management service agreement or a scheme of ransfer are based on the actual expenses incurred.

A check is carried out that the projected valuation expenses sufficieruly cover the projected business plan expenses.

A margin is included to provide for potential adverse variations in experience. The margin is typically 2% For RL (CIS) a margin of C 7% is
applied during the guaranteed period of the rate card.

Expense inflation assumptions are generally sct relative to the domestic measure of inflation for the country in which the business is derived
unless the business is subject 1o a rare card agreement that specifies the inflation assumption to apply. UK inflation is based on the UK Retail
Price Index (UK RPI) and Republic of Ireland {Rol} inflation is based on the Rol Consumer Price Index (Rol CPI). These inflation assumptions,
which vary by durarion, are set by fitting a curve to market implied inflation based on sterling-denommated inflation linked swaps for UK
RPI and Euro-denominated inflation iinked swaps for Rol CPL

Expenses for open books of business are assumed to inflate in line with the change in UK RPI plus 0.5% (2020: UK RPI +0.5%) for UK
business and Rol CPI plus 1.07% (2020: Rol CPI +1.24%) for Irish business.

Higher rates of expense inflation are assumed for closed books of business:

« For RL (CIS) business, the costs arising under the rate card are assumed to increase in line with the change in the UK RPI +0.8% (2020:
UK RPI +0.9%) except for post-vesting GAQ expenses which are assumed to increase at UK RPI + 0.5%. The actual cxpenses incurred
from servicing this business are assumed to increase in line with the change in the UK RPI +Q.5% (2020: UK RPI +0.5%) for pust vesting
GAO business and UK RPI +2.5% (2020: UK RPI +2.5%) for other business.

= For Liver fund busmess, the costs are assumed to increase at UK RPI +4% (2020: UK RPI +4%) for UK business and Rol CPI +5.58%
(2020: ROI CPI +6.63%) for Irish business.

= For other closed books. the assumptions are UK RPI +2% for PLAL business (2020: UK RPI +2%), UK RPI +2% for Scottish Provident
business (2020: UK RPI +0.5%), and UK RPI +4% for legacy business within the Royal London Long-Term Fund (2020: UK RPI +4%).

The principal expense assumptions are shown in the following table;

77”202127 o 202'63
Per policy Reserve Per policy Reserve

Class of business £ % £ %
Ordinary long-term
RL Legacy [RLM) WP Iife 17.35 0.001 M58 009
RL tegacy [Ex-RL {CIS)] Investments

premium paying 2553 0345 2552 0.190

single premium/pad up 2189 Q5 2181 0130
RL Legacy (Ex-RL iC15)) Protection

premium paying 23.07 0345 23.31 0180

single premium/paid up 20.44 0345 2065 0.190

OB annuities In payment 2097 0,145 2118 Q180
RL Intermedary Pensions - Indrviduat RP 50.74 oo 3668 0.064°
RL intermediary Pensions — Group RP 2154 0072 2292 0.064°
RL Legacy [Ex-RL {CiS)] Investments

prerium paying 2310 0.M45 2328 0180

single premium/paid up 20.27 0.M45 2042 0130
Industrial assurance
Ri Legacy (RLM] B4 G091 1755 0.09
Rl Legacy {(Ex'RA) Bo7 0.066 18.34 Q066
Rl Legacy {Fx-Royal Liver UK} 6.75 0.26C 1242 0260
RL Legacy (Fx-UF) 15.07 0085 18.34 0.085
RLIDAC 20.01 0260 1354 0260
RL. Legacy {Lx-Rl [CIS))

oremium paying 16.40 0145 ¥6.53 0180

paid up 14.26 0145 14 36 0.1280

I RLI DAC expenses are quoted i Euros

2  RL Intermediary Pensions shown in 2021 monctary terms with other bustness shown n 2022 monetary terms.
3 Shownin 2021 monetary terms

4. Rarte shown applies 1o non-linked funds For unit funds, the assumption 1s 0.068% (2020 0.067%)
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Financial Statements continued

Notes to the financial statements continued

29. Technical provisions and reinsurance assets - valuation assumptions {continued)

{b) Ecenomic

= Non-participating liabilities: The non-participating liabilities have been calculated on a market-consistent basis. Future invesrment returns
and discount rates are set by reference to a risk-free rate from the forward swap curve adjusted for risk of default. A reduction in
interest rates will increase the liabilities.

= For annuity business within the SII Matching Adjustment fund, an illiquidity premium is applied as a flat increase to the above discount
rate. The illiquidity premium is determined by calculating how much of the credh spread above the risk-free rate is attributed to the cost
of downgrade and default risk with the remainder being attributed to other risks such as illiquidity.

« Participating liabilities: The majority of the participating liabilities are calculated as the aggregate asset share for the business in force.
This is a retrospective calculation based on actual cxperience, The values of financial options (includmg premium rate guarantees and
guaranteed annuity options) and future deductions from asset shares are calculated using market-consistent techniques. Market
consistency is achieved by running a large number of economically credible scenarios through a stochastic valuation model. Each
scenanio is discounted at a rate consistent with the individual simutation. The economic scenarios achieve market consistency by:

- deriving the underlying risk-free rate from the forward swap curve adjusted for risk of default; and

- calibrating equity and interest rate volatility to observed market data by duration and price, subject 1o interpolation/cxtrapolation
where traded security prices do not exist.

« Non-participating value of m-force business: The non-participating value of inforce business has been calculated on a market-consistent
basis. Future mvestment returns and discount rates are set by reference to risk-free yields.

30. Deferred tax

Accounting for deferred tax

Deferred tax is provided based on timing differences that arise from the inclusion of income and expenses in tax assessments in different
pericds from those in which they are recognised in the financial statements. The amount of deferred tax provided is based on the expecred
manner of realisation or settlement of the carrying amount of assets and liabilites, The following temporary differences are not provided
for:

» the initial recognition of goodwill not deductible for tax purposes; and

« temporary differences arising on investments in subsidiartes where the Group controls the timing of the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset
can be wrilised.
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30. Deferred tax (continued)
{a) Net deferred tax balance

The tables below show the movement in the net deferred tax balance in the year. The deferred tax assets and liabilities are considered to be

non-current.
- B Grow-2021 -
Recognised in Recognised in
the technical other At31
At 1 January Acquisitions/ account -long-  comprehensive December
2021 Disposals term business income 2021
£m fm £m £m £m
Deferred acquisition expenses {104 — 3 — 17
Revaluation of Investments 158 - 76 - 234
Defined benefit pension schemes 5 - - 15 20
Other short-term uming differences {13) - {6} - {19)
Net deferred tax liability 140 — 73 15 228
o - -Grc;up -2020
Recogmised in the Recogrised in
technical account other At 3t
At January Acquisitions/ - long-term comprehensive December
2020 Disposals business ncome 2020
£m £m £m £m Em
Deferred acquisition expenses [12) {2 4 - {131
Excess management expenses carried forward - {2} 2 - -
Revaluation of investments 200 115} 27 - 158
Delined benefit pension schemes 9 - - (4} 3
Other short-term tming differences {18) 10 S - {13)
Net deferred tax liability 179 9 {26} (4) 140
] Company - 2021 B
Recognised in Recognised in
the technical other At31
At 1 January Acquisitions/  account-long-  comprehensive December
2021 Dispasals term business income 201
£m £m £m fm €m
Deferred acquisition expenses {10) - 3 - (7l
Revaluation of investments 153 - az - 235
Defined benafit pension schemes 5 - - 15 20
Qther short-term timing differences 4 - 3) - {7}
Net deferred tax liability 144 — 82 15 241
| B Company - 2020 B
Recognised in the Recognised in
techrical account other At 31
At1January Acquisitions/ - long-term comprehensive Decernber
2020 Disposals business mcome 2020
£m £m £m £m £m
Deferred acquisition expenses (12) {2} 4 - [0
Excess management expenses carned forward - 2} ? - -
Revaluation of investments 196 [15] {281 - 153
Defined benefit pension schemes 9 - - {4} 5
Other short-term tirming differences Il in 2) - 4
Net deferred tax liability 192 {20) {24) 4 144

The Group 2020 deferred tax on acquisttons/disposals of £9m comprised £20m relating to the transfer in of Police Mutual and E(11)m
relating to the disposal of Ascentric. The Company figure of £20m related to the transfer in of Police Mutual,
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Financial Statements continued

Notes to the financial statements continued

30. Deferred tax {continued)

Deferred 1ax assets and liabilitics are offset where there is a legally enforceable right to offset current tax assets against current tax liabiltties
and where the deferred taxes refate to the same fiscal authority. There are overall deferred tax liabilities in both years, and within these
liabilities deferred tax assets have been offset as they all meet the criteria above.

In the next 12 months we expect the reversal of net deferred tax liabilities to be £18m (2020: £11m) for the Group of which £19m (2020:
£10m) relates to the Company. The £19m {2020: £10m) for the Company is due to the spreading over seven years of specific gains and
deferred expenses.

[b) Unrecognised deferred tax balances

(i) Unrecognised deferred tax assets

Deferred tax assets arising from certain capital losses, excess management expenses, surplus trading losses and capital allowances are
recognised to the extent that the realisaticn of the related tax benefit through future taxable profits is probable. The Group did not

recognise deferred tax assets of £25m (2020: £15m), of which £nil (2020 £nil) related to the Company. These unused losses and allowances
can be carried forward and utilised.

{ii} Unrecognised deferred tax liabilities

Deferred tax liabilitics arising from gains on subsidiary holdings have not been recognised by the Company as it controls the timing of any
sale of a subsidiary. It is the Group's intention that these investments will be held 1o provide long-term returns and any recognition of
deferred tax will be accounted for accordingly. The potential tax liability arising is less than £1m {2020: lcss than £1m).

31. Other provisions

Accounting for provisions

A provision is recognised in the balance sheet when there is a present legal or constructive obligation as a result of 2 past event, it is
probable that an outflow of economic berefits will be required to settle the obligation and the amount can be reliably estimated. Provisions
are not recognised for future losses. If the effect is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific 1o the lability.

A provision for onerous contracts is recognised when the expected benefits to be derived from a contract are less than the unavoidable
costs of meeting the obligations under the contract.

Group Comp-»a_ny-'
2021 2020 202 2020
£m £m £m £m
Prowsion for future commussion 145 155 15 155
Other provisions 105 27 96 118
250 282 24 273

The provision for future commission relates 1o payments that the Group is contractually committed to make in future periods for investment

contracts sold as at the balance sheet date. These payments are contingent on the related policies remaining in force. Other provisions
nclude:

» Property remediation costs of £20m (2020. £36m) which relate 1o remediation required to an investment property development in
London. The work 1s expected to be completed in 2022;

+ Rectifications of £41m (2020 £48m} which are the expected cost of addressing past sales practices and other servicing issues The
provision is expected to be utilised over the period from 2022 to 2023;

+ Long-term incentive schemes of £10m (2020 £1lm). The Group provides certain executives with cash-settled long-term incentive
schemes. Amounts payable are dependent on a basket of individual performance measures, with performance assessed using a balanced
scorecard of three-year performance measures. The amount provided is expected to be paid between 2022 and 2025;

« A provision of £15m {2020: £16m) relating 1o the unfunded unapproved retirement benefits schemes for certain executives who joined
before 1 September 2005. Further intormation is disclosed in note 24; and

«  Other provisions of £19m {2020. £16m) all individually less than £10m.
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31. Other provisions {cantinued)
The movement in provisions during the year is shown in the followmg table.

Group Compar-w
Provision for Provision for
future future
commission  Other provisions commission  Other provisions
£m €m €m £m
AT January 155 127 155 g
Addrtions in the year - 26 - 22
Releases for the vear - 6) - (6}
Experience vanaticns 1 - 1 -
Ythsed duimg the year ] {42} & {38
At 31 December 145 105 145 96
32, Creditors
Accounting for creditors

Creditors are measuyred at amortised cost with the exception of derivative liabilities, finance lease liabilities and a reinsurance liabifity
designated at FVTPL,

The creditors measured at amortised cost are mirially measured at fair value, being consideration received plus any directly atiributable
transaction costs. Subsequently they are measured at amortised cost using the effective interest method.

Derivative liabilities are classified at FVTPL as required by IFRS 9. Movements in the fair value of the labilities are recognised within
unrealised gains/losses on investments.

‘The Group has a financial creditor in respect of a reinsurance arrangement and holds an unquoted debr security which has cash flows
exactly matching those of the reinsurance liability. Consequently, the reinsurance liability is designated at FVTPL in order to avoid a
measurement or recognition inconsistency (sometimes referred o as ‘an accounting mismatch’). Movements in the fair value of the liability
are recognised i the statement of comprehensive income within outwards reinsurance premiums. The matching movement in the fair
value of the debt security is shown in the statement of comprehensive income within unreatised gains/losses on investments.

(a) Creditors arising out of direct insurance operations at amortised cost

Group ) S Company
2021 2020 2021 2020
£m £m £m £m
Amounts due to customers 264 237 252 216
(b} Crediters arising out of reinsurance operations
o B T erowp " Campany B
2021 2020 2021 2020
£m fm £m £m
Creditors ansing out of reinsurance operations with external insurers at FVTPL 2477 2820 2477 2,820
Creditors ansing out of reinsurance operations with external insurers at
amortised cost 58 51 46 42
Creditors arising out of reinsurance operations with other Group entities at
amortised cost - - 3 7
- T B 2,535 2,871 2,526 2,869

The creditors anising out of reinsurance operations which are valued at FVTPL relates to a liability that is owed to 2 major reinsurer under a
reinsurance agreement to reinsure a proportion of the Group's obligations in respect of deferred annuities and annuities in payment of the
RL {CIS) with-profits fund. Under the reinsurance agreement, the RL (CIS) with-profits fund is contracted to pay premiums in accordance
with a schedule of payments covering a period up to 2066. At inception of the contract. which was before RL (CIS) was acquired by the
Group, it recognised its premium obligation in full within the statement of comprehensive income by a charge representing the net present
valuc of the contracted paymenis The Group and Company continue to recognise a {inancial hability to the extent that the premium has yet
1o fall due for payment. Atinception of the contract, RL (CIS) also purchased a debt security, cash flows from which will fund the discharge
of the financial liability as amounts fall due for payment. The movement in the fair value of the liability in the year was a reduction of £256m
(2020 £218m increase) which is included in outwards reinsurance premiums.
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Financial Statements continued

Notes to the financial statements continued

32. Creditors {continued)

(c) Amounts owed to credit institutions at amortised cost

Group Company
2021 2020 202 2020
Em £m £m £m
Bank overdrafts 42 72 42 72
The bank overdrafts are repayable on demand.
{d) Other creditors, including taxation and social security
Group Company
2021 2020 2021 2020
Em £m £m £m
Cash collateral 2438 3,710 2438 3.0
Dervative abihties 1844 1986 1844 1.986
Amounts due to prokers 23 a 5 )
Ampunts due to other Group entities — — 50 78
Current tax liabiity 1 1 _ _
Cter o - 256 277 63 65
4,562 6,055 4,400 5,828
Analysis of cash coliateral
Group and Company
202 2020
£m Em
Cash collateral - contractual maturity analysis:
Not later than one year 36 3
¢ ater than one year and not fater than five years 50 33
Later than five years - ) - 2352 3672
- 2,438 370
33. Accruals and deferred incormne
Group - Cm:npany
2021 2020 2021 2020
fm £m fm £m
Accrued expenses 61 46 — —
Deferred fee Income on investment contracts {note 28; 4 73 41 o
102 121 4 75

Deferred fee income is front-end fees received from investment contract holders as a prepayment for investment management and related
services. These amounts are non-refundable and are released o mcome as the services are rendered.
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34. Contingent liabilities

Accounting for contingent liabilities
Contingent liabilities are disclosed if:

» thereis a possible obligation as a result of a past event; or

« thereis a present obligation as a result of a past event, but a liability is not recognised either because a paymenit is not probable or the
amount cannot be reliably estimated.

Contingent assets are disclosed when an inflow of economic benefit is considered probabile.

During the year, the Group and the Company continued to address issues from past selling practices. taxation, and other regulatory matters.
Potenual Liabilities are influenced by several factors including the actions and requirements of the external bodies including regulators and
tax autherities as well as Financial Ombudsman Service rulings. industry competisatiot schemes and court judgements. The directors
consider that they have made provision for known liabilities arising across the Group and, as and when the circumstances calling for such
provision arise, that the Group and the Company have adequare reserves to meet all reasonably foreseeable eventualities.

In the course of conducting business, the Group companies receive liability claims, and become involved in actual or threatened related
ligation. In the opinion of the directors, adequate provisions have been established for such claims and no material losses will anse in this
respect.

In addition, in line with standard business practice, the Company has given guarantees, indemnitics and warranties in connection with the
disposal of entities previously owned by the Group. In the opinion of the directors, no material unprovisioned loss will arise in respect of
these guarantees, indemnities, and warranties.

35. Commitments
{a) Capital expenditure
The Group and Company have the following commitments 1o make capital purchases as at the balance sheet date.

Group Company
2021 2020 2021 2020
£m £ £m Em
Investment property 7l B 7l 65

{b} Investments in private equity funds

The Group and Company have a portiotio of investments in private equity funds. The structure of these funds is such that the commitment is
drawn down during the life of the fund 10 make investments and to pay approved costs of the fund. The total amount committed but
undrawn a1 the balance sheet date for the Group and Company is £278m {2020: £370m).

{c) Operating lease commitments

Accounting for operating lease payments

Leases, where a significant portion of the risks and rewards of ownership is retained by the lessor, are classified as operating leases.
Payments under operating leases, net of lease incentives received, are recognised as an expense in the statement of comprehensive income
on a straight-line basis over the term of rhe lease.

Operating lease payments represent rentals payable by the Group for land and buildings. The total lease payments recognised as an expense
in the year were £6m (2020: £4m). The total future minimum lease payments due under these arrangements, net of any related sub-lease
receipts, are shown in the following rable.

7 Group 7 Company 7
201 2020 2021 2020
£m £m £m tm
Total future minimum lease payments under non-cancellable leases:
Not fater than one year & 4 5 4
L ater than one year and not later than five years 4 8 4 8
Later than five years 22 = - -
T T4 12 9 12
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Financial Statements confinued

Notes to the financial statements continued

36. Risk management

As a financial services provider, the Group's business is the managed acceptance of risk. The Group has a set of risk preferences for the
types of risk the Group is exposed t0. These preferences arc classified as seek, manage, minimise, or avoid and form a core part of the
Group's risk management system and control techmques The Group seeks 10 manage its exposures 1o risk through its risk management
system ensuring that the residual risk exposures are within acceptable tolerances agreed by the Board. The risk management system
established within the Group is designed to manage, rather than eliminate, the risk of failure to meet business objectives as well as to ensure
that the Group is well capitalised. The Strategic report section of this Annual Report and Accounts includes a summary of the Group's risk
management and internal controls approach, seen on pages 56 to 58. The key control techniques for the major categorics of risk exposure
arc summarised in the following sections.

{a) Insurance risk

Insurance risk arises within the Group from the inherent uncertainties as to the occurrence, amount, and timing of its insurance liabilities. The
Group has a preference for several insurance risks in order to deliver value for our customers: mortality risk, morbidity risk, longevity risk,
persistency risk {as a part of writing now business} and expensc risk. The exposure of the Group depends to a significant extent on the value
of claims 1o be paid in the furure, relative to the assets accumulated 1o the date of claim. The amount of such future ebligariens is assessed by
reference 1o assumptions with regard to future experience, i particular mortality or (if apphcable) morbidity rates, persistency rates,
cxpenses, investment refurns, intercst rates and tax rates.

The matn insurance risks can be summarised as follows:

« mortality - the risk that policyholders die sooner than expected. Mortality risk only applies to liabilities which increase under these
circumstances;

« morbidity - the risk that policyholders make morbidity related clatms more frequently or for a longer peried of time than expected,

» persistency - the risk that the rate of policy lapses. terminations, rencwals, partial withdrawals and surrenders, or the number of policies
converting to paid-up status, is different from that expected, resulting in an increase in liabihities;

« longevity - the risk that policyholders live longer than expected resulting in higher payrments under annuity or similar obligatiens and so
an increase in labilities,

» ecxpense - the risk that the expense associated with investing in assets. or of administering pensions, inSurance or reinsurance Conracts
held within the Group is higher than expected; and

» option take-up - the risk that the take-up rate of options, in particular guaranteed annuity options, provided to policyholders is different
from expected, resulting in an increase in benefit payments and therefore liabilities.

Insurancc risk is largely mitigated, monitored, and managed by the varicus business units/divisions within the Group. Risk relating to the
Group's final salary pensicn schemes is managed separately by a specialist area in the Group, supported by external advisers.

Insurance risks are managed through the following mechanisms:

» theuse of the Group insurance risk pelicy 1o provide Group-wide guidelines around the identification, assessment, mitigation, monitoring,
reportmg and control of msurance risks;

= regular monitoring of actual exposures compared to agreed limits 1o ensure that the insurance risk accepted remains within risk
appetite;

« members of the Group's Insurance Risk Committee are responsible {or considering matters arising concerning all aspects of the
identification, assessment, management and reporting of insurance risk;

« members of the Group’s Technical Review Committee arc responsible for reviewing and approving all key demographic and expense
assumption changes;

« the use of reinsurance to mitigare exposures in excess of risk appetite, to limit the Group's exposure to large single claims and
catastrophes and to alleviate the impact of new business strain,

» the diversification of business over several classes of insurance and over large numbers of individual risks 1o reduce variability m Toss
experience, and

« control over preduct development and pricing: members of the Product Pricing Approval Committee are responsible for assessing the
pricmg of new products and the repricing of existing products manufactured by the Group

These techniques are supporied using actuarial models 1o calculate premiums, monitor clakms patterns and calculate liabilives The
derivation of the assurnptions uses industry-standard actuarial and statistical methods based on up-to-date and credible information. The
itnpact of Covid-19 has been considered when updating these assumpuions for 2021 reporting. A separate principal risk and uncertainty is
included 1o cover the wider-ranging potential impacts associated with Covid-19, scen on page 59.

The primary responsibility for ongoing oversight and cffectiveness of the management of insurance risk falls (o the Insurance Risk
Committee. The Committee also considers the Group's reinsurance coverage.
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36. Risk management (continued)

Another process for monitoring the continued effectiveness of these risk-mitigation techniques is the requirement within the Group's
Insurance Risk Policy for an annual review of the policy by the palicy content owner. The policy provides Group-wide guidelines around
the identification, assessment, mitigation, monitoring, reporting and control of insurance risks. The policy content owner makes sure thar the
policy 15 implemented appropriately within the Group. The Insurance Risk Committee is responsible for reviewing the policy on an annual
basis.

Concentration risk

The Group and Company write a diverse mix of business across a broad customer base. The most material concentration of imsurance risk
relates to persistency risk in respect of unit-linked pension business. As the Group has written substantially all of its business in the UK, results
are also sensitive to demographic and cconomic changes arising in the UK. The Group seeks to mitigate the risk of excessive concentrations
of nisk through the use of reinsurance, porfelio analysts and risk limits (including limits on individual lives).

The Group's diverse portfolic of business helps mitigate concentration risk across sectors (pensions, protection, intermediated, direct), but
there is some concentration risk within sectors. In particular, there is a risk associated with legislative changes affecting pension business,
which could result in a marked worsening in persistency. However, although the Group's portfolio of employer-sponsored pension schemes
mncludes some large schemes, there are no schemes that represent an excessive percentage of the relovant portfolio. Due to the nature of the
UK market, another potential area of concentration is the reliance of the Group on new business from key Independent Financial Adviser
{IFA) networks but exposure 1o any single IFA is not considered to be material.

A new Concentration Risk Limit Framework will be implemented during 2022.

Sensitivity analysis

The following tables present the sensitivity of insurance and investment contract liabilities to the msurance risks set out above. Sensitivitics
are only shown in one direction as an eqnal and opposite movement in the variable for the majority of business would have an equal and
opposite impact on the value of insurance and investment contract liabilities.

s Mortality and morbidity
5% proportionate decrease in base mortality and morbidity rates. This sensitivity demonstrates the effect of a decrease in the rate of
deaths and serious illness.

The impact of such a change on the contract liabilities varies depending on the type of business written. For life assurance business a
decrease in mortality rates will rypically decrease the liabilities as there will be fewer payouts for early death. Hlowever, for those
policies which contain a guaranteed annuity option the policy liability may increase as its value depends in part on the length of time
over which the guaranteed rate will be paid. Likewise, for annuity business a decrease in mortality rates will increase the liability as the
average period over which annuity payments have to be made will be extended.

« Persistency
10% proportionate decrease in rates of lapse, conversion to paid-up and, for pensions business, retirement, partial withdrawal, and
income drawdown. This sensitivity reflects a single, downward movement in these lapse rates. This means that fewer policies are being
surrendered or rerminated early, with the result that more policies are assumed to remain in force.

= Expenses
10% decrease in maintenance expenses - the ongomg cost of administering contracts. This sensitivity is applied to the projected level of
expenses. There is no change to the assumed rate of future expense inflation. A reduction in expenses will reduce the value of the
liabilities for most classes of business. For some unit-linked contracts where future charges cover expenses, however, the liability may be
unaffected.

The tables demonstrate the cffect of a change in a key assumption whilst other assumptions remain unchanged. In practice, the assumptions
may be interdependent. It should also be noted that the impact on the liabilities from changes in these assumptions may rot be linear as
implied by these results. Larger or smaller impacts should not be interpolated or extrapolated from these results.
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Financial Statements continued

Notes to the financial statements continued

36. Risk management {continued)

2021 2020
Impact of change in variable Impact of change in vanable
Mortality Mortality
Liability as and Liability as and
reported  marbidity Lapses Expenses reported rnarbidity Lapses Expenses
Em fm £m fm £m £m £m £m
Long-term business provision, gross of reinsurance
Darticipating msurance cantracts 33,374 64 1 {17 3427 4 6 (15
Participating mvesiment contracts 2,296 )] (2 9 2248 {17 12 8
Nonprofit nsurance confracts
Non-profit, other than annuities 723 {216) 42 {70) 99 1216) 54 {BY)
_ Non-prefit annaities o 4,409 103 - ) 4729 107 _ n
- B o o - 5132 113} 42 {80) ab48  (109) 95 118
Ngon-proﬂr IH}}ES}%CN corwlractsl ) 1 - — - - 8 :1 - - i -
Total Longftern; Eﬁé.iness provision, gro;;& 7 T B o
reinsurance 40,802 (54) 5t (88) 42181 {107) 59 (85)
Long-term business provision, net of reinsurance
Participating insurance contracts 32,275 39 Il {7 32970 4] 6 15}
Participating investment gontracts 2.296 (5) {2 9 2,248 12 {2 8
Non-proft insurance contracts
Non-profit, other than arnuities 383 (4} 32 {70} 530 {2) 33 166)
~ Non-praiit annuties B - 1.262 25 = {10} 1244 24 - 19
o o ) 1,652 21 32 180) Rk 2 3 179)
N()}W'Z)iﬂfl[ nvestment con_t_%%_ig _7 ) - - - - § - i- —: -
Tofa-i_l--i;;ng-lerm Eusiness- ;;}';);/ision, net of o
reinsurance o 7 L 36,223 55 41 (88) 37,000 4) 37 82)
ﬁg;-ﬁariicipating value b;Twiorce o o
business (2,333) {4) {229} (129) (2,229} {3) (222) (109}
Technical provisions for linked fiabilities, gross of
reinsurance
Unit-linked insurance contracts 1314 {16) {4) {3 1272 24 it il
_Li‘[yt'}inked nvestrment contracts ) 7185 - - - 3’8‘_(87 - - -
72499 {16} {4 {3) 60,058 {24} N {23
Technical provisions for linked labilities, net of
reinsurance
Unit-inked insurance cortracts 1367 (8) (3 (3 1322 14 6 |2t
Unit-inkad investment contracts B 71185 - - - 58,787 - - -
72,552 (8) {3} {3) 60,09 (14} {6) (2)

The Company has a similar insurance risk profile to that shown for the Group above, and therefore it has not been analysed separately.
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36. Risk management (continued)
(b) Market risk

Market risk arises from the possibility thar the fair value or cash flows of the Group's assets and liabilities change as a result of movemenis in
interest rates, foreign currency exchange rates and other market prices. Market risk arises tor the Group in particular where the impact of a
market change impacts differently on the value of assets from the effect on liabilities.

The Group manages market risk within the risk management system cutlined above and in accordance with the relevant regulatory
requirements. The principal techniques employed are the establishment of asset allocation and performance benchmarks consistent with the
Group's risk appetite and asser-liability matching. This balances the risks relating 1o the liabilities under the Group's insurance and investment
contracts against the risks inherent in its assets and the capital available. The Group has established appreaches for matching assets and
liabilities, including hedging customer options and, where cost effective, unrewarded risks. Where appropriate matchmg cannot be
achieved, management actions are in place 10 manage the market risk resufting from the mismatch. The Group's Investment Strategy
Committee and Capital Management Committee provide regular menitoring of these processes

The Group is not materially exposed to market risk in respect of assets held to cover unit-linked liabilities as thesc risks are borne by the
holders of the contracts concerned, except to the extent thart income from the fund-based management charges levied on these contracts
varies directly with the value of the underlying assets. Such assets are, however, prudently managed in order 10 meet customers’ risk and
reward expectations. In addition. regqulatory requirements constrain the type and quality of assets that can be held 1o support these
liabilitics.

The Group's exposure to market risk arises principally from equity risk and property risk, interest rate risk, inflation risk, credit spread risk
and currency risk.

{i) Equity risk and property risk

Equity risk and property risk are the risks that the fair value or future cash flows of an asset or liability will fluctuate because of changes in
market prices of equities or investment properues, other than those arising frem interest rate or currency risks. Those changes may be
caused by factors specific to the asset or liability, or its issuer, or by factors affecting all similar assets or habilities.

The Board sets the Group's investment policy and strategy. Day-to-day responsibility for implementation is principally given to the Group’s
asset management subsidiary RLAM, as the main asset manager for the Group, as well as third parties and external asset managers involved
in delivering the investment strategy, with monitoring procedures in place.

The investment management agreement in place between the Company and RLAM specifics the limits for holdings in certain asset
categories. Asset allocation and performance benchmarks are set, which ensurc that each fund has an appropriate mix of assets and is not
over or under-exposed 1o a particular asset category or specific investment. The Investinent Strateqy Committee and Capital Management
Committee along with the Group's Investment Commitiee monitor the actual asset allocation and performance against benichmark, The
Group hedges some of its eguity risk arising from investment guaramees and unit-linked charges using equity derivatives.

A sensitivity analysis to changes m the market prices of equities and property is included in section (vi). Note 17 provides analysis of assets
by class.

{ii) Interest rate risk

Interest rate risk is the risk that the fair value or cash flows of a financial instrument will vary as market rates of interest vary. For the Group,
interest rate risk ariscs from holding assets and liabilities with different maturity or re-pricing dates, creaung exposure to changes in the
level of interest rates, whether real or notional. It mamly arises from the Group's investments i debt and fixed income securities, which are
exposed to changes in interest rates. It also arises in certain products sold by the Group, which include guarantees as they can lead to claim
valucs being higher than the value of the backing assets where interest rates change.

Exposure to interest rate risk is monitored using scenario testing, stress testing, Value-at-Risk analysis and asset and liability duration control,

The Greup manages interest rate risk usmg performance benchmarks with appropriate durations and, in some instances, using derivatives o
achieve a closer cash flow match. The Company uses interest rate swaps to provide interest rate sensitivity matching.

Interest rate benchmark reform resulted in the 31 December 2021 cessation of EUR, GBP, CHF, and JPY LIBORs and EONIA, and ceasing
use of USD LIBOR in new centracts. During 2021 the Group completed a project 1o transition all financial instruments subject to the changes
10 alternative benchmarks, specifically SONIA, with no material exposures to the ceased interest rate benchmarks rematning as a1 31
December 2021, The remainder of USD LIBOR settings cease after 30 June 2023, for which the Group 13 well placed to complete transitions
1o alternative benchmarks in advance of cessation.

A sensitivity analysis 1o interest rate risk is included in section (vi).

{iii) Inflation risk

Inflation risk is the risk that inflation results in the value of the Group’s hiabilities increastng by more than the value of its assets. It ariscs
principally in the Greup's defined benefit pension scheme, where higher inflation would result in higher increases in deferred pensions and
would be expected 10 be associated with higher increases in pensions in payment.

The Group mitigates some inflation risk by the use of inflation swap derivatives.
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36. Risk management (continued)

(iv) Credit spread risk

Credit spread risk is the risk that the difference between the yields on non-sovereign investment bonds and the yields on interest rate swaps
tncrease from current levels, causing the value of the Group’s helcings of non-sovereign bonds to reduce by more than the value of the
associated habilities

The Group manages its exposures to spread risks through its hedging strategy and regular review of its hedging arrangements.

(v} Currency risk

Currency?{sk is defined as the risk that the fair value or future cash flows of an asset or liability will changc as a result of a change in foreign
exchange rates As the Group operates principally in the UK its assets and liabilities are mainly dencminated in sterling. For investment
assets, the Group's investment management policies and procedures allow for a small exposure ¢ overseas markets, via both equities and
fixed interest sccurities. The resulting currency risk is managed by the use of exposure limits and authorisation controls operated within the
Group’s risk management system.

The following tables demonstrate the extent to which the assets and liabilities of the Group and the Company are exposed 1o currency risk.
Linked assets are not subject to currency risk as this risk is borne by the customers concerned. A sensitivity analysis of the Group and
Company's exposure to currency risk is included in section (vi)

Group Company

2021 2020 2021 2020

£m £m £m £m

Non-linked assets denominated i GBP 48,893 53,316 50,044 53460
Nen-hrked assets denominated in non-GBIE 4.357 378 4317 - 389
B . o 54,250 " 57,097 54,361 57,155
Assets held to cover lnked labibties, not subject to currency rsk 12697 60,229 12697 60.229
- T j 126,947 117,326 127,058 117,384

Nor-inked habilites denarninated n GRP 53,788 56,537 53,838 58,226
Non-inked habilites denominated m non-GBP 560 735 72t 199
- T N 54,448 57,267 54,550 57,325
Techrical provisions for linked liabilibes, not subject to currency nisk 72,493 60.0%4 72,499 50,009
- T B 126,347 17,326 127,058 117,384

At 31 December 202!, the Group and Company held currency forwards with a sterling notional valuc of £60m {2020: Group and Company
L£187m) in respect of the non-linked assets denominated m currencies other than sterling. These are included in the table above.

{vi) Market risk sensitivity analysis
The follawing table shows the tmpact, on the Group and Company Fund for future appropriations (before tax), from changes in key market
variables Each sensitivity is performed with all other variables held constant. The sensitivity scenarios used are as follows,

Interest rates

100 basiy point per annum reduction and increase in market interest rates. For example, if current market rates are 4%, the impact of an
mmediare change to 3% and 5%. A reduction in interest rates increases the current market value of fixed interest assets but reduces future
reinvestment rates. The value of liabilities increases when interest rates fall as the discount rate used in their calculation will be reduced. An
mcrease in rates will have the opposite effect.

Currency rates

10% increase and decrease in the rates of exchange between sterling and the overseas currencies to which the Group 1s exposed. An
increase in the value of sterling relative to another currency will reduce the sterling value of assets and habilities denominated in that
currency. The value of liabilities will decrease when asset values fall. but other than for unit-linked business. the decrease will be less than the
fall in asset values because of the presence of financial guarantees and options in the underlying contracts. For unit-linked business, the
decrease in liabilities will be less than the fall in asset values due to a reduction in the value of future charge income. As the Group holds
relatively few liabilities in overseas currencies, an increase in the value of sterling will reduce the fund for future appropriations.

Equity /property capital values

10% increase and decrease in equity and property capital values at the valuation date, without a corresponding fall or rise in dividend or
rental yield This sensitivity shows the impact of a sudden change in the market value of assets The value of liabihties will decrease when
asset values fall, but other than for unit-linked business, the decrease will be less than the fal} in asset values because of the presence of
financial guarantees and options in the underlying contracts. For unit-linked business, the decrease in liabilities will be less than the fall in
assel values due to a reduction in the value of future charge income. Consequently, the fund for future appropriations will be reduced by a
fall in asset values.
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36. Risk management {continued)

Grf_.)up Company

2021 2020 2021 2020
Impact before tax on the FFA £m £m £m £m
Interest rates -100bp {1C9) 58 {18 49
Interest rates -100bp 98 121 15 1on
10% increase in non-GBP exchange rate {133 1233 (130} 1231)
10% decrease in non-GBP exchange rate 126 227 125 226
Equity/property prices +10% 227 305 241 320
Equity/property prices -10% {247) {325 {261) {340)

Limitations of sensitivity analysis
The table above demonstrates the effect of a change in a key assumption whilst other assumptions remain unchanged. In practice, there may
be dependencies between the underlying risks.

The Group's assets and liabilities are actively managed. For example, the Group's financial risk management strategy aims to manage the
exposure ro market fluctuations. As investment market conditions change, management actions could include selling investments, changing
investment portfolio allocation, adjusting bonuses credited to with-profits pelicyhelders and taking other protective action.

It should also be noted that the impact on the fund for future appropriations from changes in these assumptions may not be linear as implied
by these results. Larger or smaller impacts should not be interpolated or extrapolated from these results.

{c) Credit nsk

Credit risk is defined as the risk of loss if a counterparty fails to perform its obligations or fails to perform them in a timely fashion. Exposure
to credit risk may arise in connection with a single transaction or an aggregation of transactions (not necessarily of the same type} with a
single counterparty.

The Group's exposure to credir risk arises principally from its investment portfolio, from its holdings in bonds, commercial real estate loans,
derivatives, and cash in particular, and from reinsurance arrangemenrts The credit risk policy sets out various high-level requirements
relating to the identification, measurement, modelling, management, mmonitoring, reporting and documentation of credit risk. A separaie
derivatives risk management policy sets out other specific requirements relating to legal, collateral, and valuation arrangements. Where
possible, significant counterparty cxposures, particularly in respect of stock lending and derivatives, are mitigated by the use of collateral.

A comprehensive system of limits is in place in order to control cxposure to credit risk. While ratings provided by external agencies such as
Standard & Poor’s and Moody's and expert investment advice are taken into account when setting limits 1o individual counterparties, there
are separate limits for exposures m respect of cash and deposits and for corporate bond and sovereign debt exposures, expressed as
percentages of the fund’s total assets. The one exception is exposure to the UK government - investment in government debt is a key part of
the Group's investment and asset liability management strategies and it has been decided that no limit should be set. If the UK's credit
standing were to deteriorate significantly, however, this decision would be reviewed.

Exposures to individual counterparties are monitored against the agreed limits by the Credit, Counterparty and Liquidity Risk Committee,
which reports 1o the Group's Investment Strategy Commitiee. For bond holdings, exposures are also monitored by industry secter and by
credit rating.

The Group is also exposed 10 credit risk in respect of its reinsurance arrangements. The credit exposures for reinsurance contracts are
monitored by the Group’s Capital Management and Insurance Risk Committees as part of the overall credit risk policy.

The Group’s Matching Adjustment Committee, reporting to the Group's Capital Management Committee, provides oversight of the
operation of the Matching Adjustment portfolio and compliance with the Marching Adjustment requirements. Tt also acts as a forum in
revicwing and approving or rejecting Commercial Real Estate Loan investment opportunities as and when they arise.

The following tables show an analysis of the credit quality of those assets of the Group that are subject to credit risk, using credit ratings
issued by companies such as Standard & Poor’s, where these are available. The credit risk in respect of linked assets is borne by the holders
of the contracts concerned, except where investment is made n the funds of other life companies via reinsurance contracts and the linked
assets are therefore excluded from the table. The Company has a similar credit risk profile to that shown for the Group and therefore it has
not been analysed separately.

AAA is the highest rating possible for assets exposed 10 credit risk. The credit ratings in respect of derivative financial invesuments are those
of the counierpartics 1o the derivative contracts. The debt and fixed incotme securities which have not been rated by an external agency are
subject to internal analysis o provide an internal rating, which at 31 December 2021 was predominantly AA or A {2020: cither AA or A).
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Financial Statements continued

Notes to the financial statements continued

36. Risk management (continued)

The internal rating process used by the Group is 10 assess credit risk within the context of the bond issuer's financial position, the bond’s
covenants and structure and the likely recovery should default occur. Three major sectors that are significant issuers of sterling
denominated unrated bonds, namely social housing, investment trusts and property, are each asset rich. For these sectors, documented
specific credit analysis is underiaken. which assesses the individual risks of bonds in the sector and relates the risk of loss to that implied by
the rating bands of the rating agencies. The internal ratings produced are compared for consistency with formally rated, broadly equivalent
stocks in the same sector and for consistency with the market pricing of the underlying bond. For stocks in other sectors, the background of

the issver and the bond characteristics are assessed within a framework similar, where possible, to credit rating agency methedology

In order 10 minimise its exposure to credit risk, the Group and Company nvest primarily in higher graded assets, rated BEB or above. The
Group and Company also make use of collateral arrangements in respect of their derivative exposures and stock lending activity, wherever
possible. Further details of the collateral held are shown in note 17.

Group ~ 2021
AAA AA A BBB BB or lower Not rated Total
£m Em £m £m £m fm £m
Stage 1 assets at amortised cost
Cash at bank 405 21 - - - 622
Loss allowance - - - - — - -
Exstdre to credit risk - - 405 217 - - - 822
Simplified approach assets held at amortised cost
Debtors ansing out of deect insurance operabions - - - - - 48 48
Debtors arsing out of rensurance gperations - - - - - 56 56
Other debtors - - - - - 504 501
Loss allowance - - - - - {4 4]
Exposu;e to credit risk o - - - - - 601 601
Assets at FVTPL
Other financial nvestments:
Derwative assets - 567 3,749 - - - 4,316
Debt and fixed income securities 1549 8,786 2.581 1.841 103 367 15,227
Commercial real estate loans - - ~ - - 40 40
Other
Rewsurers’ share of nsurance habilives - 4,561 18 - - - 4579
' o 1543 14,319 6,565 1,841 103 1,008 25385
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36. Risk management {continued)

Group - 2020
AAA AA A BBB BB or lower Not rated Total
£m £m £m £m £m £m £m
Stage 1assets at amortised cost
Cash at bank - 547 204 - — - 851
Loss allowance - - - = - - -
ETpdsure to creditrisk = T 647 204 - - = 851
Simgplified approach assets held at amortised cost
Debtars arising out of direct insurance operations - - - - - 197 87
Debtars ansing out of reinsurance operations - - - - - 41 41
Cther debtors - - - — - 494 494
L 0ss allowance — — - - - __[E\L 6}
‘Exposure to credit risk T - = - = - 726 126
Assets at FVTPL
Qther financial INvestments:
Berivative assets - 635 9,124 - - - 9,/59
Debt and fixed wcome secunties 217 10,528 3,751 1154 56 413 17,573
Other
Reinsurers' share of nsurance labllities - 5,151 30 - - - 5181
T T 21 16,961 8609 1154 56 1139 30,090

Cash a1 bank, included within Stage 1 assets, is considered to have low credit risk. Allowance is made for expected crednt Josses for Stage
assets hased on default events that are possible within the next 12 months Expected credit losses are calculated using three key input
parameters: the probability of default, the expected loss given default and the exposure at default. The probability of default is estimated
using quoted credir default swap spreads and the loss given default is taken to be to be 100%.

Debior balances are assessed wsing the simplified method, which means that the assets default 1o Stage 2 and a lifetime expected credit loss
15 calculated. Expected credit losses are measured for these assets based on the ageing of the balances and historical payment experience or

by the use of dischunted cash flow rechniques.

There has been no change in the estimation techniques or significant assumptions made during the current reporting period in assessing the

loss allowance for these financial assets.

{d) Liquidity risk

The Group defines liquidity risk as the risk that the Group, although solvent, cither does net have sufficient financial resources available 1o
enable it to meet s obligarions as they fall due or can secure them only at excessive cost.

The Group has limited exposure to liquidity risk due primarily to its financial strength and avaitability of liquid assets. However, the Group

recognises that extreme liquidity issucs could have a serious impact on the Group. The Group believes that its liquidity risk is managed

effectively and that the Group has good capabilities in this area within its Group functions and its investment management subsidiary.
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Financial Statements continued

Notes to the financial statements continued

36. Risk management {continued)
The Group's liguidity management process inchides:

« maimaining forecasts of cash requirements and adjusting investment management strategics as appropriate 1o meet these requirements,
both in the short and longer term;

+ holding sufficient assets in imvestments that are readily marketable in a sufticiently short timeframe to be able to settle liabilities as these
fall due;

«  setting minimum amownts of cash balances in each of its long-term funds. These are set by reference (o recemt and expected cash
outftows and include a margin above reasonably expected amounts in order to reduce risk:

« maintaining a contingency funding plan that covers the framework to enable ongoing monitoring of the Group's capacity 10 meet its
short and mediunm-term liabilities. It also includes 2 clear management action plan providing an analysis of available financing options,
regular and alternative sources of liquidity and an evaluation of a range of possible adverse scenarios;

« appropriate matching of the maturities of assets and liabilities. The Group's market risk policy covers asset liability management (o
ensure the durarion of liabilities is matched by assets;

*  aliquidity risk limit framework; and

« reporting of liquidity exposures to the Credit, Counterparty and Liquidity Risk Committee, which repaorts to the Group's Investment
Strategy Committee

These processes arc regularly reviewed and updated to ensure their continued effectiveness.

The Group's exposure 1o liquidity risk arises from insurance and investment contracts and the use of derivatives. The following tables show
a maturity analysis for the Group's insurance and investment contract liabilities. As permitted by FRS 103, for insurance and participating
mvestment contracts, this has been presented as the expected future cash outflows arising from the liabilities. The analysis for the unit-linked
investment contracts has been shown on the same basis for consistency. Had the analysis for these liabilities been presented on the basis of
the earliest contractual maturicy date (as required by FRS 102 Section 34) then the whole balance would have been included in the 'C-5
years' column, as customers can exercise surrender options at their discretion. In such a scenario the liability may be reduced by the
application of surrender penalties (if applicable). The tables also show a maturity analysis for the Group’s derivative liabilities and the
reinsurance liability held at fzir value through profit or loss (FVTPL) presented on a contractual cash flow basis

The longer-term matching of assets and liabilities is covered within market risk, note 36 (b) As a result of the policies and procedures in
place for managing its exposure to liquidity risk, the Group considers the residual liquidity risk arising from its activities to be immarerial.
Therefore, an analysis of the Group’s asset cash flows by contractual maturity is not considered necessary to evaluate the nature and extent
of the Group's liquidity risk. The Company has a similar liquidity risk profile to that of the Group and therefore it has not been analysed
separately.

Group 2021
Cash fiows {undiscounted)
Balance
sheet
carrying
value O-Syears 51 years 10-15years 15-20 years *20 years Total
€m £m £m fm £m £m £m
Particpating insurance contract habihbes {33,374 (13,094} {+0.770) {7.288) {3.285) j1.746) {36,183)
Participating investrment contract liabilites {2.296) [784) (664 (484 (253) {361 {2,546}
Nore-proft insurance contract hablities (5,132) {830} 1L} [1hikg3 {352} (1,728} 15,739}
Unit inked imsurarce contract iabilihes {1,314 (634} {456} {15} {73} {56} {1410}
_Unitinked investment contract iabdtes {71,185} (22560 {19076 (13,469) (9.408)  {13794) (78,307
Detwative lablues o {1644) oz 399 {366) 2oy {136) 1,894
Reinsurance wablity (2 477) (537 579) 1532) (440) [827) (291)
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36. Risk management (continued)

Group 2020

Cash flows (undiscounted)

Balance sheet

carrying valug -5 years 510 years 10-15 years 1520 years 20 years Total

£m £m £m £m £m £m Em

Participaling nsurance contract labrities 134277} [12,303) {10,892} {/.320) {3.046) 1615} 135.176)

Farticipating nvestment contract fiabilites (2.248) {m 571} {492) (280 (295} 12,349)

Non-profit insurance contract hablities 5,648} 946 (1,216) [1.164) {968) {1629 5.921

Non-profit nvestment contract llabliies (8) (8] — - _ _ 8

Unit inked insurance contract liabhties (1272} 627 (382) {160 (70} (58) 1,267}

Unitirked nvestment contrat labites 68787) _ (6874) (5408 (0865 (340) (0530 (61024)
Derivative liabilities T (1986) (5985 (493 (452  [361) 269) (2173
Reinsurance liability {2.820) 1524} 1584} (251 [465) 1919) {3,043}

{e] Pension schemes

The Group maintains three defined benefit pension schemes for past and current employees. "The ability of the pension schemes to meet the
projected pension payments is maintained through investunents and regular contributions from the Group. Risk arises because the estimated
market value of the pension fund assets might decline; or their investment returns might reduce; or the estimated value of the pension
liabilities might increase. In these circumstances, the Group could be required to make additional contributions. Management of the assets of
the pension schemes is the responsibility of each scheme’s Trustees. who also appoint the Scheme Actuaries to perform triennial valuations
1o assess the level of funding required to meet the scheme's liabilities. The schemes’ main exposures are to cquity, interest rate, inflation, and
longevity risk. For further information on pension scheme assets and liabilities, see note 24. The Group monitors its pension schemes’
exposure using a variety of metrics which are reqularly reviewed by the Group’s Capital Management Committee and are used in
discussions with the Trusteces, through whom any risk management activity must be conducted.

{f) Operational risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes, people, and systems, or from external
events. Operational risks include, but are not limited to. information technology, information security. pecple, change management, legal and
regulatory, financial crime, and processing. Senior management has primary responsibility for the management of operational risks through
developing polictes, procedures and controls across the different products, activities, processes, and systems under their control.

Details of risks on inherent (before controls) and residual (after controls) bases are mamtained on risk registers, with each part of the
business being responsible for identifying, assessing, managing, and reporting on its operational risks and for implementing and maintaining
controls in accordance with the Group’s operational risk methodology. In performing these assessments, account is taken of the Group’s risk
appetite with greater significance being placed on those risks that fall cutside these parameters. This ts used as a basis for review and
challenge by senior management, Risk Commirtees, and the Board of Directors. Management attention is focused upen those controls
identified as not working as effectively as desired and upon action plans which are put in place when any weakness is identified. In addition,
the Group conducts a series of operational risk scenarios. These scenaries allow the Group to consider how effective controls would be
should an extreme event occur and to make tmprovements where necessary. The scenarios alse provide data that is used to calculate the
capital held by the Group for operational risk. Within the Group’s tanagement of operaticnal risks significant consideration is given 1o
conduct risk and the risk of unfair putcomes to our customers and members.

{g) Climate Change Risks
A new risk appetitc statement has been created for Climate Change during 2021

The Group is committed to achieving net zero by 2050 across our investment portfolio. By 2030, we are aiming to reduce carbon
equivalent emissions from our portfolio by 50%. The basis and assumptions on which our targets have been set are detailed on pages 30 ©
40. Our near-term targets (2025) will guide organisational activity to manage and mitigate climate risks and invest m chmate sotutions to
increase the likelihood of achigving the goals of the Paris agreement. Climate risk appetite is monitered and measured against tolerances
around our progress towards our climate targets in the areas of asset holdings, funds, and Just Transition. We also set tolerances around our
operational chmate targets.
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Financial Statements continued

Notes to the financial statements continued

36. Risk management {continued}

{n) Emerging risk

All insurers may be impacted by risks that are potentially significant but are currently enly just beginning to emerge. The Group has defined
emerging risks as being newly developing or changing risks which are difficult to quantify or may be uncertain and which could have a
major impact on an orgamsation. Typically, the drivers for these risks are technological, economic, environmental, or geo-political. The
Group's Emerging and Strategic Risk Forum comprises members from across the Group who identify and assess emerging risks and possible
mitigaung actions. Information about cmerging risks is provided 10 senior management and the Board and is used 1o inform decision making

i) Risk governance

An independent Risk and Compliance function provides challenge to the busiress on the effectiveness of the risk tmanagement practces
being followed, on the risks identified, the strength of the controls in place, and any actions being progressed. In many parts of the Group,
governance and risk teams are embedded within business units supporting the process. The independent function provides advice and
guidance on the impact of regulatory change and undertakes risk-based compliance monitoring revicws (¢ assess the quality of business
processes and controls, reporting the results of its findings to management and to the Board monthly.

{i) Stress and scenario testing
The Group conducts a range of sensitivity analysis and stress and scenario testing activity in order to help it understand s risk profile and
assess and manage its risks. This 13 a key element of the Group's risk management system, as well as being a regulatory requirement.

Stress and scenario testing i various forms is carried out on a regular basis as part of business as usual and in response ta specific regulatory
imtiatives and can involve either:

« straightforward stress tests/sensitivity analysis: analyses of the sensitivity of financial and operavenal metrics and the risk profile to
discrete changes in market values or demographic cxperience; ot

= scenarios that involve a combination of changes in economic parameters or that concentrate on specific operational, non-market and/or
market risks.

The following outputs are produced as part of business as usual and include results from one or both of the tests described above:
«  Capital Monttoring Reports, produced mornithly for the Capital Managemen Cormmittee;

» Reports on the capttal requirements of the Company, produced annually;

» Own Risk and Solvency Assessment (ORSA) analysis, produced annually;

= Recovery and Reselution Plans, produced annually;

« Internai Capital Adequacy Assessment Process (ICAAP) results for reguiated norrinsurance firms (where applicable), produced annually;
and

« Business Plans, produced annually.

The stress tesung performed includes changes m market risk, credit risk, insurance risks and operanionaj risks, as well as combinations of
these risk types. Key assumptions are varied from ther best estimate assumption and the outcome provides detait of the sensitivity of these
assumptions and the resultant impact on various fiancial metrics. This informs the business of the key risks that need to be managed and
monitored.

Operational risk stresses and scenarios are completed to calculate the capital required for this risk. The stresses allow an assessment of the
extreme impacts arising from a given risk by way of assessment of the frequency of occurrence and the distribution of the value of impacts
A top-down approach is used for determining the Cotmnpany's capital requirements which involves the analysis of single, but potentially
catastrophic, events/risks which cover all risks used for modelling the capital requirement.

Various broad-based scenarios and reverse stress tests have heen considered in the Group over the year, as well as business model analysis
activity. These scenarios provide a top-down analysis of events that would affect the Group in a significant way. These events could be in
relation 1o issues such as the markets in which the Group operates, financial strength, long-term strategy, and liquidity. The outcome of these
scenarios informs the Group of any areas of potential weakness, so appropriate controls and mitigating actions can be put in place. Reverse
stress tests are specifically used to identify the high impact stress events which may cause a firm’s business model to fatl.

Business continuity planning workshops take place to consider where the Group's ability to carry out its business activitics would be
severely impacted. Participants include senior managers and key contacts from relevant business arcas, The lessons learned in these
workshops lead 1o improved business continuity plans and ensure the Group is better equipped to handle possible future events.
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37. Related party transactions

The Company is the ultimate parent undertaking of the Group. The Group and Company have taken advantage of the exemption in FRS 102
Section 33 not to disclose related party transactions berween two or more members of a group, provided that any subsidiary which is a
party (o the transaction is wholly owned by such a member. The Group and Company have carried out the following transactions with
related parties not covered by this exemption.

(a) Related party transactions of the Group and Company

Transactions between Group entities are eliminated on consohdation. The following are those transactions carried out by Group entitics
with those related parties that are cutside the Group

(i) Transactions with OEICs and other investment funds

The Group markets a portfolia of OEICs and other investment funds. A number of these funds are classified as subsidiaries and associates for
the purposes of finarcial reporting. However, as set out in note 15 the funds that are subsidiaries and associates are not consolidated in the
Group financial statements as the funds are held as part of an investment porifolio. These funds are therefore all related parties of the Group
and Company.

For those funds which are subsidiaries (excluding wholly owned) or associates and are not consolidated within the Group, the transactions
during the year were as follows:

2021 2020

Em Em
Management fees earned during the year 80 106

There were no amounts outstanding between the Group or Company and the funds at the year-end (2020: £nil). The total value of units held
by the Company at 31 December 2021 in the funds that are subsidianes (excluding wholly owned) or associates was £49,505m (2020:
£39.507m) The acquisition and sale of vnits in the funds during the year were as follows:

2021 2020

£m fm

Acquisition of funds 6,971 8.420

Proceeds from sale of funds 5074 4,305
{ii) Other income received from subsidiaries that are not wholly owned _ ) o - o

i o ) Group and Company

2021 2020

€m £m

QEIC distnibutions 742 52

QFIC distributions are those received from all OEIC investment holdings which are subsidiaries (excluding wholly owned) and associates for
financial reporting purposcs.

(b) Related party transactions of the Company

The subsidiarics of the Company are shown in note 15 As set out above, the Company has taken advantage of the exemption in FRS 102
Section 33 not to disclose transactions with its wholly owned subsidiarics. Transactions between the Company and its other subsidiaries and
the other related party transactions of the Company are shown below:

(i) Outstanding balances with Group entities at the year end
At the year end, the following balances were ousstanding with Group entities {excluding wholly owned subsidiaries) in relation to the
transactions above:

Company
2021 2020
£€m £m
|.oans to Group entities 2 2

The amounts due to and from Group entities are due on demand and are not secured.

{ii) Transactions with key management personnel
No director had transactions or arrangements with the Group that require disclosure, other than those given in the Directors’ remuneration
report. Key management remuneration is disclosed in note 9(c).
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Financial Statements continued |

Notes to the financial statements continued

38. Capital management
{a) Capital management policies and objectives
The Group's capital management objectives are:

+ 10 protect the Group's financtal strength, providing security to policyholders,

= to ensure that the Group's capita! position is sufficient to enable it to mvest in the development of the business in order to Fulfil its stated
core strategic objectives as determined by the Board; and

» to comply with SII's capital requirements.

The Group's capital pesition is monitored on a regular basis and reviewed formally by the Board. The Group's capital requirements are
forecast on a regular basis and those forecasts are compared against the available capital. I

{b) Regulatory Capital

{i) Regulatory capital framework

Royal London is an insurance Group under the Sl rules and consequently regulatory capital is reported at a Group and Company level to
the PRA. and for RLI DAC to the CBL

Under SII, the Group and Company are required to hold sufficient capital 1o withstand adverse outcomes from their key risks, e.g. that
equity markets fall This ‘Solvency Capital Requirement’ (SCR) s calibrated so that 1t is broadly equal to the adverse experience likely (o
occur once in every 200 years.

The PRA has approved the use of a Partial Internal Model (hereafier referred 1o as Internal Model) to calculate the capital requirements of
the Group and the Company. The capital assessment of RLI DAC is on a Standard Formula basis. !

(i) Regulatory capital position
The table below sects out the Group and Company’s available own funds, solvency capital requirement, solvency surplus and capital cover
raito on a Regulatory View basis'

Group Company
31 December 31 December 31 December 31 December
2021° 2020 2g21° 2020

Investor View {£m)'
Avadable own funds (A} 5,243 4,766 5271 4773
Solvency capital requrement {SCR) B) 2,426 2,508 2,258 7,360
Solvency surpius 2817 2258 3.013 2413
Capital cover ratio (A/B) 216 % 190 % 233 % 202 %
Regulatory View (Em)’
Avallable own tunds (Al 6,696 7,084 6.715 7.081
Soivency capital requirement [SCR| (B) 3873 4,826 3702 4.668
Solvency surplus 2817 2,258 3.013 2413
Caprtal cover ratio (A/B)° 73% 147 % 181% 152 %

1 Incommon with the rest of the industry. we present two views of our capital position: an ‘Investor View' {which is egual to the Royal London Madin Fund capital
posituon excludng ring-fenced funds), and a Regulatory View' where the closed funds' surplus m excess of the SCR 1s excluded from total avarlable own funds and
treated as 4 fiability, which 1s known as the nng-fenced fund restriction

2 31 December 2021 figures are esttmated The final figures will be presented in the 2021 Singte Group SFCR, which will be published on the Group's website m April
2022 This SFCR meets the STT disclosure requitements of the Group and the Company and mitigates the requirement 1o produce a separate SFCR for the Company

3 Frgures presented i this table are rounded and the capital cover ratio 1s calculated based on exact figures
The Invester View and Regulatory View capital ratios have increased following the recovery in eccnomic conditions in 2021, m parucular
strong equity and property returns and riscs in yields. The ratios were further enhanced through management actions we have taken

including additional cquity hedges 1aken out during the year, the closed fund consohdanen into the Royal London Main Fund and moving
away from higher yielding. higher risk investment assets.
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38. Capital management (continued)

{iii) Reconciliation of Group UK GAAP fund for future appropriations to regulatory capital available own funds

The SII available own funds are determined by aggregating the assets and liabilities of the Group recognised and measured on a SII basis. A
reconciliation of the Group's FFA attributable 1o members on a UK GAAP basis to estimated SII available own funds is set out in the table
below.

Group 7 Company
31 December 31 December 31 December 31 December
2021 2020 2021 2020
£m m Em Em
UK GAAP Fund for future apprapriations 4009 3673 4.329 3,993
Adjustments to a Sll basis:
Adjustment to the value of technical provisions and reinsurance assets 1006 184 1,006 195
Coodwil, otfer intangible assets and defer red acquisiion costs’ {19G) (209) (225) 1253
Other valuation differences’ (28] {15) {324) {304
__Inclusion of closed funds surplus classified as a UK GAAP liabulity” 3,305 il 3292 4354
Excess of assets over liabilities in Sll balance sheet o o 8,070 8,000 8,078 7,987
Suborginated liabiltes” 1535 1604 1535 1604
Deferred tax adjustment® 13 {8} — -
__Ring-fenced fund adjustment (2,8988) {2,512 (2,898} 12.510
5l available own funds {Reguiatory View] - estimate B 7 6,696 7,084 6,15 7,081
Remove closed f_ur!_d restricted own funds o T {1,453) h _-{-2,318) [1,444) (2.308)
Sl available own funds {Investor View) - estimate B T 5,243 4766 5,271 4,773

I The adjustment 10 the value of technical provisions and remsurance assets resules from the recalculation of these balances usig SI1 requirements. This mcludes the
removal of the margms of prudence included in the UK GAAP values (so that assurmptions are all best estimates), the melusion of the S11 risk margin, the use of the 511
yield curve including che volatility adjustinent for appropriate Imes of business, the adoption ol SIT contract boundary defimtions (mainfy affecting unit-imked business}
and also any benefit from the S transitional provisions

2. Goodwill, other intangrble assets and deferred acquisition costs are recognised i the UK GAAP balance sheet. Under the SIT valuation rules, these assets are valued ac
£r!

3 Other valuanon differences relate principally to the value of participations, renewal commssion and subordinated liabilities. Tn the UK GAAP balance sheet
participanons are valued at fair value, and for SI the valuation equates 1o the value of net assets on a 511 basis Renewal commission is recogmised n the UK GAAP
balance sheet but not on a S basis. Subordinated habilhties are held at amornsed cost for UK GAAF and at far value for 81

4 For UK GAAP any excess of assets aver liabihties within the closed funds is mcluded wrthin liabilities, so the FFA includes ameunts relating to the Royal London Main
Fund only For SII, the excess withm the closed funds 1s mcluded wrthin total available own lunds, but only up to the value of the solvency capital requirement (SCR)
of the closed funds

e

Subordinated habilities in the form of the Fixed Rate Reset Callable Cudaranteed Subordinated Notes due 2043, the Guaranteed Subordinated Notes due 2028 and the
Fixed Rate Reset Callable Guaranteed Subordinated Notes due 2040 are included withm avarlable own funds on a SIT basis, whereas UK GAAP treats subordmated
debr as a habilay

6 The Group has deferred tax assets which are restricted under the S11 rules and thercfore do not form part of our SIF avaslable own funds

7. The nng-fenced lund adjustment 15 where the closed funds’ surplus m excess of the SCR s excluded from total avarlable own funds and treated as a hability
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Financial Statements continued

Notes to the financial statements continued

Alternative performance measures
The Group assesses its financial performance based cn a number of measures, some of which are not defined or specified in accordance with

relevant financial reporting frameworks such as UK GAAP or Solvency [I. These measures are known as alternative performance measures
(APMs)

APMs are disclosed to provide further information on the performance of the Group and should be viewed as complementary to, rather
than a substitute for, the measures determined according to UK GAAP and Solvency Il requirements. Accordingly, these APMs may not be
comparable with similarly titied measures and disclosures by other companes.

Operating profit before tax

Opcrating profit excludes short-term investment return variances and cconome assumption changes, amortisation and impairment of
goodwill and mtangibles arising from mergers and acquisitions, ProfitShare, tax, and one-off items that arc not related to the underlying
trading of the Group. A reconciliation to the UK GAAP profit before 1ax is included on page 52.

Assets under management

The toral of assets actively managed or administered by, or on behalf of, the Group, including funds managed on behalf of third parties. This
includes assets where the beneficial ownership interest resides with third parties {and which are therefore not recognised in the UK GAAP
balance sheet) but on which the Group earns fee revenue.

Group Solvency |l capital cover ratio (investor View)

The capital cover ratio is 2 goed indicator of pur ability 1o withstand tough economic conditiens, with higher numbers indicaung more
capital over and above our requirements. Further details of the capital position and its calculation are inchuded in the Financial review on
page 54.

New business

New business sales are expressed on the present value of new business premiums (PVNBP) basis. PYNBP is calculated as a total of new
single premium sales received in the year plus the discounted value, at the point of sale, of the reqular premiums we expect 10 receive over
the term of the new contracts sold in the year. The discounted value of regular premiums is calculated using the same methodology as on a
Solvency 11 basis.
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Other information

Other information

2022 Fir"lanciai_caler}dar

Date Event

4 March 2027
?June 27022
5 August 2027

Annaal General Meetirg

Finangial Results for 2021 and canference call

Interim Financiai Results far 2022 anc

conference call

7 Octover 2022

RL Fmance Bonds No 4 ple suoordirated

debt nterest payment date

i Nove;rwber 2022

RL Mnance Bonds No 3 ple subordinated

debt inteves: payment date

30 November 2022

RL Fnance Bonds No ? plc subordmatec

debt interes: paymornt date

Registered office

The Royal London Mutual Insurance Society Limited

55 Gracechurch Street
London
EC3V ORL

Regstered in England and Wales

Private company limited by guarantee

Registered Number: 99064

royallondon.com

Contact offices

Edinburgh

1 Thiste Streert
Edinburgh
EHZ IDG

Edinburgh

22 Haymarket Yards
Edinburgh

WHI12 5BH

Glasgow

Lower Ground Floor
241 West George Strect
Glasgow

G2 4QF

London
55 Gracechurch Street

London
EC3V ORI

Woealth Wizards

8 Athena Court
Tachbrook Park
Royal Leamingron Spa
Warwick

CV34 6RT

Alderley

Royal London House

Alderley Park

Congleton Road
Nether Alderley
Macclesfield
SK10 4FI.

Dublin, Ireland

47-49 St Stephen's Green
Dublin 2
ITreland

4 Earlsfort Terrace
Samnt Kevin's
Dublin 2

Ireland

Police Mutual, Lichfield
Building 3

Lichfield South
Birmingham Road
Lichfield

WS14 0QP

Pglice Mutual, Liverpool

5eh Floor

20 Chapel Street
Tiverpool
L39AG

Forward-looking statements

Rovyal London may make verbal or written ‘forward-looling
statements’ within this report, with respect 1o certain plans, its
current goals and expectations relating to its future financial
condition, performance, results, operating environment, strategy
and objectives. Statements that are not historical facts, including
statements abour Roval [ .ondon’s beliefs and expectations and
mcluding, without limitation, statements containing the words 'may’,
‘will', 'should’, ‘continue’, ‘aims’ ‘estimates’, ‘projects’, 'believes’,
‘intends’, ‘expects’, ‘plans’, ‘seeks’ and "anticipates’, and words of
similar meaning, are forward-looking statements. The statements
are based on plans, estimates and projections as at the time they
are made and involve unknown risks and uncertainties. These
forward-looking statements are therefore not guarantees of future
performance and undue reltance should not be placed on them.

By their nature, forward-looking statements invoive risk and
uncertainty because they relate 1o future events and circumstances,
some of which will be beyond Royal lendon's control. Royal
London believes factors could cause actual financial condition,
performance or other indicated results to differ materially from
those indicated in forward-looking statements in the announcement.
Potential factors include but are not limited to: the ongomng effects
of the Covid-19 pandemic; the war in Ukraine; UK and Ireland
economic and business conditions; future market-related risks such
as fluctuations in mterest rates; the continuance of a sustained
low-interest rate environment and the performance of financial
markets generally; the policies and actions of governmental and
regulatory authorities (for example new government initiatives);
the impact of competition; the effect on Royal London’s business
and results from, in particular, mortality and morbidity trends, lapse
rates and policy renewal rates; and the timing, impact and other
uncertainties of future mergers or combinations within relevant
industries. These and other important factors may, for example,
result in changes to assumptions used for determining results of
operations or re-estimations of reserves for future policy benefits.

As a resulr, Roval London'’s future Ainancial condition, performance
and results may differ matenially from the plans, estimates and
projections sct forth in Roval T.ondon's forward-looking staterments.
Royal London undertakes no obligaten to update the forward-
looking statements m this document or any other forward-looking
statements Royal [.ondon may make Forward-looking statements m
this document arc current only at the date on which such statements
are made. This report has been prepared for the members of Royal
London and no one else. None of Roval London, its advisers or its
employees accept or assume responsibility to any other person and
any such responsibility or liability 1s expressly disclaimed to the
extent not prohibited by law.
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Glossary

A

Association of British Insurers
{ABI)

The ABI represents the
collective interests of the UK's
insurance industry.

Acquired PVIF

The present value of acquired
in-force business artsing on
the acquisition of portfohos
of mvestment and insurance
contracts, either directly or
through the acquisition of

a subsidiary.

Acquisition costs

The casts of acquiring and
processing new business,
including a share of overheads.

Adviser

Someone authorised by the
FCA, who is qualified by
experience and examination
o provide financial advice
See also Independent
financial adviser (IFA).

Alternative performance
measure (APM}

A financial measure

of performance not
defined or specified by
accounting standards.

Annual General Meeting {AGM)

The AGM provides an important
opportunity o give members

a brief overview of Royal
London's financial and business
performance. and includes the
reappointment of auditors and
re-election of directors.

Annuity

An insurance policy that
provides a regular incotne
in exchange for a lump-
SuIn payment.

Ascentric

The rading name of Investment
Funds Direct Limited (IFDL),

an independent wrap platform
providing investment
administration and consolidation
SeTviCes 1o long-term investors
and financial advisers through
us online wrap service The
business was sold to M&G plc
on 1 September 2020
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Asset Management segment

The Asser Managemenr segment
comprises Royal London Asset
Management Holdings Timited
and its subsidiaries RLAM
provides investment
management services 1o the
other enititics within the Group
and to external cliengs, including
pension funds, local authorities,
universities, and charites, as
well as individuals.

Asset share

A policy's asset share is
calculated by accumulating the
premiums paid. deducting all
applicable expenses and tax,
and adding its share of the
nvestment returns achieved by
the with-profits fund over the
policy's lifeume.

Assets under management
{AUM)

The total of assets actively
managed by the Group,
mcluding funds managed
on behalf of third partes

8

BAME
Black, Asian and minority ethnic.

Board

The Royal London Mutual
Insurance Society Board.

Brexit

The withdrawal of the United
Kmgdom from the European
Union at 1 pm GMT on 31
January 2020, followed by an
1I-month transition period with
the UK and EU negotiating their
future relattonship. concluding
on 31 December 2020

C

Capital Cover Ratio

Own Funds divided by Solvency
Capital Requirement

Capital markets

Markets in which instituttons
and individuals trade financial
securities such as long-term debt
and equity securities, These
markets are also used by both
the private and public sectors

to rase funding from investors,
typically for the longer term.

CIs

The Co-operative Insurance
Society Limited purchased by
the Group on 31 July 2013 On
1 August 2013 1t was renamed
Royal Londen (C1S) Limited.

Closed funds

Qur funds that arc now closed
1o new business

Company

The Royal London Mutual
Insurance Society Limited.

Cansumer Price Index {CPY)

A measure of changes in the
price level of a basket of
consumer goods and services
nurchased by households

Critical liness cover

Cover that pays a lump sum if
the insured person is diagnosed
with 2 serious illness that meets
the cover's definition.

D

Dcferred acguisition costs [DAC)

The method of accounting
whereby certain acquistuon
costs on long-term business are
deferred and therefore appear
as an assct. This leads to a
smoothed recognition of
acquisition costs instead of
recognising the full amount

in the ycar of acquisition.

Deferred fee income

The method of accounting
whercby up-front policy
charges are deferred and
therefore appear as a liability.
This leads to a smoothed
recogninon of these charges
instead of recognising the

full amount in the year

of acquisition.

Defined benefit scheme

A type of occupational pension
scheme, where the benefits are
based on the employee's salary
and service.

Discounting

The process of expressing a
furure cash transaction i terms
of its present value using a
discount rate that reflects the
time valuc of money.

Drawdown

Drawdown is a flexible way

of using your savings. With a
defined contribution scheme,
ence you reach age 53, you can
draw down some or all of your
savings at any time as cash lump
SUIMS, INCOME Or a combinanon
of both.

E

Economic assumptions

Assumptions of future interest
rates, investment retrns,
inflation and tax rates. The
impact of variances in these
assumptions 1s treated as
non-operating profit or loss
under UK GAAP.

Employee Engagement Index

A widely used measure of
employee satisfaction.

Environmental, social

and governance [ESG}
Financially material
environmental, social

and governance risks

and opportunittes being
embedded into investment
and operational decisions.

F

Fair value

The amount for which an asset
could be exchanged or a hability
settled between knowledgeable,
willing parties in an arm’s-length
transaction,

Fair value through profit or loss
{(FVTPL)

For any assets and habilitics
measured at fair value, any
movement in that fair value 1§
taken directly to the income
staternent.

Final salary

A defined benefit scheme that
provides a pension based on
salary at retirement.

Financial Conduct Authority
[FCA)

An mdependent conduct of
busmess regulator, which
ensures that business is
conducted in such a way

that advances the interests of
all users of, and parucipants in,
the UK financial sector




Financial options and guarantees

For Royal Londen business,
‘financtal options’ refers
principally to guaranteed
annuity options. ‘Guarantees’
refers to with-profits business
where there are guarantees

that parts of the berefits will not
reduce in value, or are subject
1o a minimum value.

Financial Reperting Council [FRC)
The FRC is the UK's independent
regulator responsible for
promating high-quahty
corporate governance and
reporting to foster invesument.

Funds for Future Appropriation
{FFA)

The amount of surplus that
has not been allocated to
policyhelders ar the balance
sheet date.

G

Governed Range

Ready-made investment options
designed to suit customers
needs, in which investments

are automatically balanced
dependent on the customer’s
risk appetite and length of

time to retirement.

Group

The Royal London Mutual
Insurance Society Limited
and its subsidiaries.

Guaranteed Annuity Option
{GAQ) or Guaranteed Annuity
Rate [GAR]

These primarily arise in
connection with pension
business as either:

* a guaranteed incomc rate
specified in the policy; or

» guaranteed terms (option) for
converting the pension fund of
a pohicy mnto an income for Life
at the policy’s pension date.

Gross inflows

Gross nflows incorporate flows
into Royal Lendon Asset
Management I mred (RLAM)
from external clients (external
flows) and those generated from
RLMIS (internal flows). External
client gross inflows include cash
mandates. [nternal gross inflows
from RLMIS represent the

combmed premiums and deposits
recerved {net of reinsurance).
Given its nature, non-linked
Protecton business s not included.

Independent financial adviser {IFA)

Somecne authonsed by the
FCA. qualified by expericnce
and examination to provide
financial advice, who is not
working for any single product
provider company.

Individual Savings Account {|SA}

An [SA 13 a rax-efficient way
to invest money into cash,
stocks and shares up o a
yearly allowance.

Ingividual pension

A pension plan for an individual
policyholder.

investor View

In common with the rest of

the industry, we present two
views of our Selvency Il capital
position: an Investor View for
analysts and investors in cur
subordinated debt {(which equals
the RL Main Fund and excludes
the capirtal position of the
ring-fenced closed funds), and

a Regulatory View where the
closed funds’ surplus is excluded
as a restriction to Own Funds.

Ireland segment

The Ireland business was
previously shown within the
‘Other’ segment and comprises
the Group's Irish subsidiary, Royal
London Insurance Designated
Authority Company (RI.I DAC).

It provides intermediated
protection products to individuals
in the Republic of Ireland

J

Just Transition

A movement which
recognises that the transiton
to a low-energy economy has
implications for the livelihoods
of people and communities.

K

Key performance indicator {KPI)
An indicator used by a business
to measure its development,
performance or position.

L

LGBT+

[esbian, gay, bisexual, trans
and plus, which represents other
sexual and gender identites

Life and pensions new
business sales

Life and pensions new business
sales represent life and pensions
business only and exclude Asset
Management and other lines of
husiness. Sales are presented

as the Presetit Valuc of New
Business Premiurns (PVNEP).

Lomg standing customers

Customers from our legacy
businesses, including those who
have long standing protection,
life and pension polictes, along
with annuities and tax-efficient
savings plans including ISAs.

M

Maintenance expenses

Expenses related to the
servicing of the in-force book

of business, including investment
and termination expenses and

4 share of overheads.

Market-consistent basis

A basis of valuation in which
asscts and liabilities are valued
in line with market pnces and
consistently with each other.
In principle, each cash flow s
valued using a discount rate
consistent with that applied

to such a cash flow m the
capital markets.

Matching Adjustment

An adjustment made to the
nsk-free interest rate for
Solvency 1 purposes when the
insurer sets aside a portfolio of
assets to back a predictable
portion of their liahilines.

Mutual

A company owned by

its members rather than
shareholders. A member of

a mutual company can vote at
its Annual General Meeting.

N

Net Asset Value [NAV)
This is equal to a company’s
total assets less its total liabilitics.

Net inflows

Net inflows represent the net
position of gross inflows and
outflows in the period This
comprises net flows from
external clients into RLAM
(external net flows) and those
generated from RLMIS (iniernal
net flows). Internal outflows
nclude claims and redemptions
paid (net of reinsurance). Given
its nature, non-lmked Protection
business is not mcluded.

Net Promoter Scare

An index used to measure the
willingness of customers to
recommend a company's
products or services to others.

New business contribution

The expected prescent value on
the UK GAAP basis of reporting
of all cash flows arising from
new business.

New business margin

The hew business contributicn
as a percentage of the present
value of new business premiums

o]

Open-ended investment
company (CEIC)

Investment funds that pool
together investors' money and
mnvest this in a broad range of
shares and cther assets. They
are similar 1o untt trusts.

Operating assumptions

Assumptions 1 relaticn to future
levels of mortality, morbidity,
persistency and expenses.

The impacr of variances in
these assumptions is included
within operating profit under
UK GAAP.

Operating experience variances

The impact of actual mortality,
morhdity, persistency and
expense experience being
different to that expected at
the start of the pericd.
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Glossary coniinued

Cperating profit

The profit on a UK GAAP

basis resulting from our

primary business operations,
defmed as the transfer to

Fund for Future Appropriations
before Other Comprehensive
Income, excluding the followng:
short-term investment return
variances and economic
assumption changes;
amortisation and impairment of
goodwill and other intangibles
arising from mergers and
acquisttions; ProfitShare; tax.
and one-off ttems of an unusual
nature that arc not related to the
underlying trading of the Group.

Own Funds

Regulatory capital under
Solvency 11 Broadly it is the
excess of assets over liabilities
({plus subordinated debt and less
the ring-fenced fund restriction),
as measured by the PRA's
regulatory reporting
requircments under Solvency 1

Own risk and solvency
assessment [ORSA)

The ORSA is defined as the
entirety of the processes

and procedures employed to
identify, assess, moritor, manage
and report the risks the Group
faces or may face over the
business planning period, and
to determine the own funds
necessary to ensure that its
overall solvency needs are met
at all ttres over that period.

[+

Parent company (a2lso Company)

The Royal [.ondon Mutual
[nsurance Society Limited,

Part Vil transfers

Transfer of insurance business
from one insurer t© another
insurer in accordance with Part
Vil of the Financial Services and
Markets Act 2000.

Partial Internai Model

The processes, systems and
calculations that together allow
the Group to control the risks
that it faces and quantify the
capital needed to support those
risks under the Solvency I

212

regime. It includes a calculation
engine to quantify capital
requirements, the Group's risk
management framework and
its system of governance.

Qur Partial Internal Maodel,
approved by the PRA with
offeet from 1 October 2019,
for reporting purposes, is

also used for internal capital
managetnent purposes.

Participating
Contracts that are with-profits
in type

FPension

A means of providing income
in retirement for an indrvidual
and possibly their dependants.
QOur pensten products include
Individual and Workplace
Pensions, Stakeholder Pensions
and Income Drawdown.

Police Mutual

The Police Mutual Assurance
Society Limited (PMAS) and
its subsidiaries, which includes
Police Mutual and Forces
Mutual, The business was
transferred into Royal London
on 1 October 2020,

Present value of in-force
business [PVIF)

The present value of the
profected future profits after tax
arising from the business in-force
ar the valuation date

Present value of new business
premiums (PVNBP)

The PVNBP 15 the total of new
single premum sales recelved
in the year plus the discounted
value, at the point of sale, of the
regular premums we expect

o receive over the term of the
new contracts sold in the year

Principles and Practices of
Financial Management (PPFM]
A document deiailing how we
manage our with-profits funds.
We have a separate PPFM for
cach with-profits fund

Profit before tax

The statutory Profit before tax
and before transfer to the fund
for future appropriations in
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the consolidated statement
of comprehensive incomc

ProfitShare

ProfitShare is an allocation

of part of the Group's

operating profits by means of

a discretionary enhancement to
asset shares and unit fund values
of eligible policics.

Protection

A policy providing a cash

sum or income on the death or
critical illness of the tife assured.

Prudential Regulation Authority
(PRA)

Part of the Bank of England
that s responsible for the
autherisation, regulation and
day-to-day supervision of all
insurance firms that are subject
to prudential requlation.

R

Rating agencies

A rating agency (also called

a credit rating agency) is a
company that assigns credt
ratings, which rate a debtor's
ability to pay back debt by
making timely interest payments
and indicate the likelihood

of default.

Regular premium

A series of payments for an
msurance contract, typically
monthly or annually.

Regqular Supervisory Report
{RSR)

A report required under the
Solvency I directive. Thisis a
private teport o the PRA and

is not disclosed publicly. 1ife
msurers 0 the UK are regured
to subrmt chis report o the PRA
in full at least every three years
and in summary every year. The
RSR inchudes both quabtative
and gquanttative informaron

Regulatory View

In common with the rest of

the industry, we present two
views of our capital position: an
[nvestor View for analysts and
investors in our subordinated
debr (which equals the RL Main

Fund and cxcludes the capital
position of the ring-fenced
clased funds), and a Regulatory
View where the closed funds’
surplus is excluded as a
restriction to Own Funds.

Responsikle investment

To contnuously embed
advanced cnvironmental, social
and governance capabihties into
our investment activities and
support RLAM to influence
positive corporate changes.

Retail Price Index [RPI)

A measure of inflation
published monthly by the
Office for National Statstics. It
measures the change in the cost
of a representative sample of
retall goods and services.

Risk-free rate

The theoretical rate of rewrn
of an mvestment with no risk
of financial loss,

Royal London

The Roya! Londen Mutual
Insurance Society Limited and
its subsicharies.

Royal London Asset
Management (RLAM)

Royal London Asset
Management Holdings

Limited and its subsidiarics. Tt
1s responsible for managing the
Group's financial assets as well
as funds for external clients,
including multi-managers,
pension funds, local
authorities, umiversities,
charities and individuals.

Royal Londen Group

The Royal London Mutual
Insurance Society Limited
and 1ts subsicharies

Royal Londen Insurance
Designated Activity Company
(RLI DAC)

Royal London's requlated

Irish insurance subsidiary. The
company was mcorporated

on 1l July 2018 with regulatory
permissians effective from

1 January 2019. Tt 15 100%
owned by RLMIS,



Royal London Long-Term Fund

The long-term business fund of
Royal London, comprising the
Royal London Main Fund and a
number of closed sub-funds from
businesses acquired in the past.

Royal Lendon Main Fund

Tlie part of the Royal London
Fund into which all of the
Group's new pensions and
insurance business is writtern.

S

Si72

Section 172 of the Companies
Act 2006, This sets out the
matters that a director of a
company must consider when
fulfilling their duty to premorte
the success of the company for
the bencfit of its members

Single premium

A single payment for an
insurance contract.

Solvency Il

A European Union directive
that became fully applicable

to European insurers and
reinsurcrs on 1 January 2016.

It covers threc main areas,
related to capital requircments,
risk management and
supervisory rules.

Sclvency and Financial Condition
Report [SFCR)

A report required under Pallar
111 of the Solvency Il directive.
Life insurers in the UK are
required to disclose this report
publicly and 1o report it 1o the
PRA on an annual basis. The
SFCR includes both qualitative
and quanntative information

Solvency Capital Requirement
{SCR)

The amount of capital thart the
PRA rcquires a UK Lafe insurer
to hold, which is calculated using
the Eurapean Union Solvency
requirethents, also known

as Solvency IT. The SCR is
calculated using our Pardal
Tmernal Model.

Solvency surplus

The excess of Own Funds
over the Solvency Capital
Requirement.

Standard Formula

A prescribed method for
calculating the Solvency Capital
Requirement that aims under
Solvency 1T to capture the
material quantifiable risks that
a life msurer is exposcd to. If
the Standard Formula is not
appropriate for the risk profile
of the business, a capital add-on
may also be applied after
agreement with the PRA

Subordinated debt

In the event of bankruptey.
dissolution or winding-up, the
payments arising from this
debr rank after the claims of
ather creditors.

T

The Royazl Londan Mutual
Insurance Society Limited
(RLMIS)

The Royal l.ondon Mutual
Insurance Society Limited 15
authorised by the Prudential
Regulation Authority and
regulated by the Financial
Conduct Authority and the
Prudential Regulation Authority.
The firm is on the Financial
Services Register, registraton
number 117672, Registered in
England and Wales number
89064,

Three lines of defence model

The three lines of defence
model can be used as

the primary means to
demonstrare and structure
roles, responsibitities and
accountability for decision-
making. risk and control to
achieve effective governance,
risk management and assurance

Tilt fund

An adjusted tracker fund that
allows fund managers to deviate
from the underlying index,

by giving greater weight to
securities according to a chosen
measure {for example, ESG

and chmate practices).

Tracker fund

A passive fund that seeks to
closely track the performance
of a particular index.

Transitional Measure on
Technical Provisicns [TMTP)

The transitional measure
smooths the transition from the
previous Solvency | regime to
the Solvency II regime, and
spreads the capital impact over
16 years. Once approved by the
PRA, this 15 included within the
valuation of technical provisions.

u

UK Corporate Governance Code
ithe Code)

This scts out gurdance in

the form of principles and
provisions on how comparnies
should be directed and
controtled to follow good
governance practice.

UK Generally Accepted
Accounting Practice {UK GAAP)

This replaced IFRS and

EEV rcporting for the Royal
London Group with effect from
1 January 2020.

UK Stewardship Code

Financial Reporting Council's
draft UK Stewardship Code.
The Stewardship Code focuses
on sustainable and responsible
investment and stewardship, and
sets standards for asset owners
and asset managers.

Unit-linked policy

A policy for which the
premiums buy units in a
chosen mvestment fund.

UK segment

The UK segment includes

the previous Intermediary,
Consumer and Legacy segments.
The UK business provides
pensicns and other retirement
products to individuals and

10 employer pension schemes
and protection products to
individuals in the UK.

Unit trust
A collective investment
which invests in a range of
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assets such as equities, fixed
interest investments and cash

A unit trust might be a general
fund or specialise in a particular
type of asset, for example
property, or in a particular
geographical area, for

cexample South East Asia

Unitised with-profits policy
A policy for which the premiums
buy units in a with-profits fund.

Vv

Value of in-force business (VIF}

See definition of ‘Present value
ol in-force business (PVIFY.

Volatlity Adjustment (VA)

An adjustment made to the
risk-frec interest rate for
Solvency II purposes. It is
designed to protect msurers
with long-term habilities from
the impact of volatility on the
insurers’ solvency position.

w

With-profits policyholder

A policy that participates in the
profits of a with-profits fund
This partcipation may be
the form of one or mare of a
cash bonus. an annual bonus

or a bonus paid on the exat of
the pelicy.

Women in Finance Charter

This is a pledge for gender
balance across financial services
This is a commuunent by [HM
Treasury and signatory firms to
work together (o build a more
balanced and fair industry

The Charter reflects the
Government’s aspiration to

see gender balance at all levels
across financial services firms

Workplace pension

A pension plan thar is arranged
by an individual's employer.
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