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LV INSURANCE MANAGEMENT LIMITED (COMPANY REGISTRATION NUMBER 05636081)

STRATEGIC REPORT

The Directors submit their annual report and the audited financial statements for LV Insurance Management
Limited (the ‘Company’) for the year to 31 December 2019.

1. Results and dividends
The loss for the financial year was £7,000 (2018 (unaudited): £4,000) as set out on page 12. The Directors

propose no dividends for the current year (2018: £nil).

2. Principal activities
The principal activity of LV Insurance Management Limited (Company) is the provision of management
senvices to other companies within the Liverpool Victoria General Insurance Group (‘'LVGIG').

3. Business review and developments

(a) Results and performance
During 2019 the Company has continued to support LVGIG and its subsidiaries (‘the Group’) in itslong term

strategic objectives and has net assets of £694,000 (2018 (unaudited): £701,000).

(b) Strategy
The long term objective of ‘the Group’ is as follows:

“Our vision remains to be Britain’s best loved, achieving this through people centricity, maintaining our
customer satisfaction and retention rates, and growth through outperformance particularly in the Motor market
The strategy now includes the successful integration of the business acquired through the purchase of
Faimead Insurance Limited and realising benefits from the Allianz ownership of LVGIG”

The Company is one of the senice companies within ‘the Group’ and supports the main operating entities in
achieving the owerall objective. The Directors do not anticipate any change in this status in the near future.

: (c) Principal risks and uncertainties and risk management

- The key business risks and uncertainties affecting the Company are considered to relate to credit risk.
However, this is considered minimal with all significant balances being due from fetlow group companies. The
Company actively manages and monitors its credit exposure on an ongoing basis and where possible limits
significant transactions to counterparties with high credit ratings or those that operate in a regulated
environment.

~ The Company fnanages capital so as to safeguard its ability to continue as a going concem. The Company
has no short term or long term debt and considers its capital to comprise its ordinary share capital and

accumulated losses. .

(d) Significant post statement of financial position events.

Coronavirus (Covid-19): The global pandemic is a new and significant source of uncertainty for the business
in 2020. The Group are closely monitoring the situation. There is close alignment and interaction with Allianz
to ensure the company is operating in accordance with and benefiting from the wider Allianz Group response.
Our values will drive our decision making as the Company works through this challenging time, with a focus
on putting our people first and our customers at the heart of what we do. The key risks this presents are both
operational and financial which are being actively monitored and managed on a daily basis. Regular
communications are taking place across the organisation to keep all colleagues informed throughout the
period of uncertéinty. The risks have largely come to the fore from late February onwards as new information
emerges and the govemment response dewelops.

The operational risks from Covid-19 are largely being addressed by increasing homeworking capability and
reducing non-Prion'ty activity. Our offices remain open for those key workers who are unable to work from
home. Alongside this we prioritise a number of financial reporting and operational activities, as well as
activities from other areas including IT which support these. '



LV INSURANCE MANAGEMENT LIMITED (COMPANY REGISTRATION NUMBER 05636081)

STRATEGIC REPORT

(d) Significant post statement of financial position events. (continued)

We are working closely with key suppliers to understand and manage the impact of Covid-19 on our supply
chain. The reduced demand allows these companies to operate with their own diminished operational
capabilities but equally puts financial pressure on many of them.

The solvency position of the insurance companies in the group, that the Company provides senices to is
being frequently monitored in light of these emerging financial risks. The impact as noted above is in some
cases positive and in others causes a strain. We continue to assess the lewel of solvency ‘against-the
company risk appetite and maintain a number of contingency actions should the solvency position become
under stress and need addressing.

(e) Key performance indicators (‘KPIs’) .
Given the nature of the Company’s operations the Directors do not consider the use of KPis to be

appropriate.
s.172 Statement -
The Company is managed by the LVGIG Board. Information on how the LVGIG Board discharges its duties

under s.172(1) (a) to (f) of the Companies Act 2006 can be found within the Strategic Report on page 13 of
the 2019 Annual Report and Accounts for LVGIG.

On behalf of the Board of Directors

<. Trthe

S Treloar
Director

22 December 2020



LV INSURANCE MANAGEMENT LIMITED (COMPANY REGISTRATION NUMBER 05636081)

DIRECTORS' REPORT

As permitted by section 414C(11) of the Companies Act 2006, certain information is not included in the
Directors’ Report because it has instead been shown in the Strategic Report. This information is:

Results and dividends;

e Principal activities of the Company;

e Business revew and future prospects;

* Principal risks and uncertainties and risk management.

1. Directors and their interests
The present members of the Board and the members who were in office during the year and up to the date of

signing the financial statements are listed on page 3.

2. Parent company
The company is a wholly owned subsidiary of LVGIG. The ultimate parent is Allianz SE, a European
multinational financial senices company headquartered in Munich, Germany.

During 2017, the then intermediate holding company, LV Capital plc sold a 49% stake in LVGIG to Allianz
Holdings plc, with the final 51% stake in LVGIG being sold to Allianz Holdings pl!c on 31 December 2019.

3. Employees

The Company did not directly employ any staff during 2019 or 2018. Instead it utilised the staff of LVGIG and
premises of Liverpool Victoria Financial Senices Limited ('LVFS’) in carrying out its activities. Staff costs and
the cost of premises were recharged from LVGIG through a management charge. In addition some services
have been provided by Allianz Holdings plc where senvices hawe transitioned from LVFS.

4, Directors’ indemnity statement

The Directors have the benefit of an indemnity which constitutes a "qualifying third party indemnity provision"
as defined by Section 234 of the Companies Act 2006. The indemnity was in force during the last financial
year. LVGIG, the immediate parent company, also purchased and maintained throughout the financial year
on behalf of its subsidiaries Directors’ and Officers’ liability insurance in respect of the Company and its
Directors. It is available for inspection at 57 Ladymead, Guildford, Surrey GU1 1DB.

5. Directors’ responsibilities statement
The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

-Company law requires the Directors to prepare financial statements for each financial year. Under that law the
-Directors have prepared the financial statements in accordance with Intemational Financial Reporting
Standards (IFRSs) as adopted by the European Union. Under company law the Directors must not approve
the'financial statements unless they:are satisfied that they give a true and faif view of the state of affairs of the
Company and of the profit or loss of the Company for that period. In preparing the financial statements the
Directors are required to:

. select suitable accounting policies ahd then apply them consistently;
state whether applicable IFRSs as adopted by the European Union have been followed, subjectto any
material departures disclosed and explained in the financial statements;
make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concem basis unless it is mappropnate to presume that
the company will contmue in business. .

The Directors are also responsnble for safeguardmg the assets of the company and hence for’ taklng
reasonable steps for the prevention and detection of fraud and other imegularities. :

The Directors are responsible for keepmg adequate accounting records that are sufficient to show and explain
the Company's tranqac’uons and disclose with reasonable accuracy at any-time the financial posmon of the
Company and enable them to ensure that the financial statements comply with the Compames Act:2006.



LV INSURANCE MANAGEMENT LIMITED (COMPANY REGISTRATION NUMBER 05636081)

DIRECTORS' REPORT

In the case of each Director in office at the date the Directors’ Report is approved:

. so far as the Director is aware, there is no relevant audit information of which the company’s auditors
are unaware; and
. they have taken all the steps that they ought to have taken as a director in order to make themselves

aware of any relevant audit information and to establish that the Company’s auditors are aware of
that information.

Approved by the Board of Directors and signed by order of the Board

Company Secretary

22 December 2020



LV INSURANCE MANAGEMENT LIMITED

Independent auditors’ report to the members of LV Insurance Management Limited

Independent auditors’ report to the members of LV
Insurance Management Limited

Report on the audit of the financial statements
Qualified opinion

In our opinion, except for the possible effects of thematter described in the Basis for qualified opinion paragraph below,
LV Insurance Management Limited’s financial statements:

. giveatrue and fair view of the state of the company’s affairsas at 31 December 2019 and of its loss and cash flows
for the year then ended;

. havebeen properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted
by thie European Union;and

. havebeen prepared in accordance with the requirements of the Com panies Act 2006.

We haveaudited the financial statem ents, included within the Report and financial statements (the “Annual Report”),

w hich com prise: the statem ent of financial position as at 31 December 2019; the statementof com prehensiveincome, the
statement of cash flows, thestatem ent of changesin equity for the year then ended; and the notes to the financial
statements, which include a description of the significant accounting policies.

Basis for qualified opinion

Tradeand other payables as per the statement of financial position includeaccrualsand contract liabilities totalling .
£11,731k as at 31 Decem ber 2019. Oursam ple testing over this balance revealed instances wherethe amount recorded was
not accurateand suggested a material overstatement if theresultsof our sampletestingwere extrapolated. Wealso
encounteredsimilar issues when testingaccruals and contract liabilitiesat 31 Decem ber 2018 of £16,270k as part of our
openingbalances work. Both of theseissues also im pact thereported Ot her operating and administrative expenses for the
y ears ended 31 December 2019 and 20180of £72,358k and £98,84 6k respectively. Management have been unable to
provide documentation to support the accuracy of thesebalances to a level that demonstrates the risk of misstatementis
not material. Wehavenot been ableto obtain sufficient appropriaté audit evidence from alternative procedures. We have
therefore been unable to obtain sufficient appropriate audit evidence over Trade and other payables as at 31 Dee ember
2019 and Other operating and administrative expenses for the year ended 31 December 2019.

Our opinion isalso qualified because of the possible effect of this matter on the com parability of the current years'figure s
for Trade and other payables and Other operatingand adm inistrative expenses and the correspondingfigures in the prior
y ear.

We conducted our audit in accordance with In ternational Standards on Auditing (UK) (“ISAs (UK)”) and applicablelaw.
Ourresponsibilities under ISAs (UK) are further described in the Auditors’responsibilities for the audit of the financial
statementssection of our report. We believe that theaudit evidence we have obtained is sufficient and a ppropriate to
provide a basis for our qualified opinion.

Independence

Weremained independent of the com pany in accordance withthe ethical requirements that arerelevant to our audit of the
financial statementsin the UK, whichincludesthe FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We havenothing toreport in respect of the following matters in relation to which ISAs (UK) require us to report to you
where:

e thedirectors’useof thegoing concernbasis of accounting in the preparation of the financial statements is not
approptiate;or :

e thedirdctors have not disclosed in the financial statements any identified m aterial uncertainﬁes thatmay cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accountingfor a
periodof atleast twelvemonths from the date when the financial statements are authorised for issue.

However, bécause not all future events or conditions can be predicted, t his statement is not a guarantee as tothe
com pany’s ability to continue as a goingconcern.



LV INSURANCE MANAGEMENT LIMITED

independent auditors’ report to the members of LV Insurance Management Limited

Reportingon other information

i
The other information ‘com prises all of the information in'the Annual Reportotherthanthe financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
doesnot cover theother information and, accordingly, wedo not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance j(hereon.

In con nection with our audit of the financial statements, our responsibility is toread the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in theaudit, or otherwiseappears to be materially misstated. If w eidentify an a pparent materialinconsistency or
m aterial misstdtement, we arerequired to perform procedures to conclude whether there isa material misstatement of the
financial statem entsor a material misstatement of the other information. If, based on thework we have perform ed, we
conclude that there is a material misstatement of this other information, we are requxred toreport thatfact. We have
nothingtoreport based on theseresponsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether thedisclosures required by the UK
Com panies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
alsotoreport certain opinions and matters as descri bed below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the yearended 31 December 2019 is consistent with the financial statements and has been prepared
in accordance with appli¢able legal requirements.

In lightof the knowledge and understandingof the com pany and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directorsfor the financialstatements

Asexplained more fully in the Directors’ Responsibilities Statement, the directors areresponsible for the preparation of
the financial statements in accordance with the applicable framework and for belng satisfied that they givea true andfair
view. Thedirectors are also responsible for such internal control as they determine isnecessary to enablethe preparation
of financial statements that are free from material misstatement, whether dueto fraudor error.

In preparing thefinancial statements, the directors are responsible for assessingthe company’s ability to continueasa
going concern, disclosing, asapplicable, matters related to going concernand using the goingconcern basisof accounting
unlessthedirectors either intend to liquidate the coln pany or to cease operations, or have no reahstlc alternativebuttodo
so.

Auditors’responsibilities for the auditof the financial statements

Our objéctivesare to obtain reasonable assurance abdut whether the financial statements as a whole are free from material

m isstatem ent, whether dueto fraud or error,andto issue an auditors’report thatincludes our opinion. Reasopable
assuranceis a highlevel of assurance, butis not a guarantee thatan audit conductedin accordance withISAs (UK) will

always detect a material misstatement when it exists. Misstatementscan arise from fraud or error and are considered
m aterial if, individially or in the aggregate, they could reasonably be expectedtoinfluence the economic demslons of users
takenon the basisof these financial statements.

A further description of our responsibilities for the audit of the financial statements islocated on the FRC's websiteat:
www.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use ofthisreport

This report,including the opinions, hasbeen 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 donot, in glvmg these opinions, accépt
or assume respdnsibility for any other purpose or fo any other person to whom this report is shown orinto whose hands it
m ay comesave where expressly agreed by our prior consentin writing.



LV INSURANCE MANAGEMENT LIMITED

Independent auditors’ report to the members of LV Insurance Management Limited

Other required reporting

Companies Act 2006 exception reporting

In respect solely of the limitation on our work relating to accruals and contract liabilities, described in the Basis for
qualified opinion paragraph above:

. we have not obtained all the information and explanations that we considered necessary for the purpose of our
audit;and
. we wereunable to determine whether adequate accounting records have been kept by the com pany.

Under the CompaniesAct 2006 weare required to report to you if, in our opinion:
e returnsadequate for ouraudit have not been received from branches not visited by us; or
e certain disclosures of directors’ remuneration specified by law are not made; or
¢ thefinancial statements arennot in agreement with theaccounting recordsand returns.

We havenoexceptions to report arising from this responsibility.

Other matter

The financial statements for the year ended 31 December‘2018, forming the corresponding figures of the financial
statementsfor theyear ended 31 December 2019, are unaudited.

Adam Beasant (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountantsand Statutory Auditors
Reading

22 December 2020
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LV INSURANCE MANAGEMENT LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

Unaudited

2019 2018

Note £000 £000

Otherincome 3 72,650 98,846
Total income 72,650 98,846
Other operating and administrative expenses 4 (72,358) (98,846)
Finance Costs (292) -
Total expenses (72,650) (98,846)
Result before tax - -
Income tax expense 7 7) 4)

()

)

Loss for the financial year

Total comprehensive loss for the year

()

“)

All balances relate to continuing business.

The notes on pages 15 to 31 are an integral part of the financial statements.
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LV INSURANCE MANAGEMENT LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Attributable to equity holder of the Company

Share Share Accumulated Total equity

capital premium losses
Note £000 £000 £000 £000
Balance at 1 January 2019 1,045 - (344) 701
Loss for the financial year 19 - - (7) (7)
Balance at 31 December 2019 1,045 - (351) 694

Attributable to equity holder of the Company '

Share Share Accumulated
Unaudited capital premium losses Total equity
Note £000 £000 £000 £000
Balance at 1 January 2018 1,045 - (340) 705
Loss for the financial year 19 - - (4) (4)

Balance at 31 December 2018 1,045 - (344) 701

The notes on pages 15 to 31 are an integral part of the financial statements. ‘
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LV INSURANCE MANAGEMENT LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019

Unaudited
2019 2018
Note £000 £000

Assets
Intangible assets 8 72,557 83,705
Property, plant and equipment 9 5,234 4,605
Right-of-use assets 9 8,337 -
Deferred tax assets 10 1,460 1,246
Current tax asset 11 - 116
Prepayments and accrued income 12 4,674 12,512
Loans and other receivables 13 18,872 7,229
Total assets 111,134 109,413

Liabilities

Current tax liability 1 125 -
Lease liabilities 21 9,176 -
Trade and other payables 15 98,043 104,990
Provisions 17 3,096 3,722
Total liabilities 110,440 108,712

Equity
Share capital 18 1,045 1,045
Accumulated losses 19 (351) (344)
Total equity 694 701
Total liabilities and equity 111,134 109,413

The notes on pages 15 to 31 are an integral part of the financial statements.

Signedon behalf of the Board of Directors

e
S Treloar
Director

22 December 2020
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LV INSURANCE MANAGEMENT LIMITED

STATEMENT OF CASH FLOWS'
FOR THE YEAR ENDED 31 DECEMBER 2019

Unaudited
2019 2018
Note £000 £000
Cash and cash equivalents at 1 January - -
Cash flows arising from:
Operating activities
Cash generated from operating activities 22 7,840 22,244
Income tax recovered 11 20 27
Net cash flows generated from operating activities 7,860 22,271
Investing activities
Proceeds from sale/transfer of property and equipment 9 587 -
Purchase of property and equipment 9 (3,106) (21)
Purchase of intangibles 8 (5,154) (22,250)
Net cash flows used in investing activities (7,673) (22,271)
Financing activities
Principal elements of lease payments (187) -
Net cash flows used in financing activities i (187) -

Cash and cash equivalents at 31 December

The notes on pages 15 to 31 are an integral part of the financial statements.
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LV INSURANCE MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1. General information

The Company is a private company limited by shares, domiciled and incorporated in England, United
Kingdom. The principal ‘activity of LV Insurance Management Limited (‘Company’) is the provision of
management senvices to other companies within Liverpool Victoria General Insurance Group.

2. Accounting policies

BASIS OF PRESENTATION

These financial statements have been prepared in accordance with International Financial Reporting
Standards (‘'IFRSs’) and interpretations issued by the IFRS Intempretations Committee (‘lIFRS IC’) as published
by the Interngtional Accounting Standards Board and adopted by the European Union (‘EU’). In addition the
financial statements comply with those parts of the Companies Act 2006 applicable tocompanies reporting
under IFRS.

The preparation of the financial statements in conformity with IFRS requires the use of estimates. It also
. requires management to exercise judgement in the process of applying the accounting policies. The Comp:
has not used any significant estimates or judgements in preparing the financial statements in conformity with
" IFRS, except in the estimation of internally generated staff costs and the useful life of software (see IT
Software below).

During the year, intangible additions included £5.2m of internally generated staff costs. The amounts fo be
capitalised are based upon the time spent by staff on the development of the asset. The expected economic
life is detemrmined by reference to the normal lives of related products and the competitive positions and lies
within the range of 3 to 8 years. Intangible assets are reviewed annually to assess their useful life. The review
is based upon managements judgements.

The principal accounting policies adopted are listed below. These policies have been consistently applied to
all years presented, unless otherwise stated.

After making enquiries,. the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. The Company therefore continues to
adopt the going concern basis in preparing its financial statements.

Goilng concern

We are confident in the Company's ability to continue as a going concern. The business is well placed in
managing the principal risks and uncertainties, has a strong financial, trading and capital position and is
owned by one of the largest property and casualty insurers in the world. The Company is a management
senice company for regulated insurance entities which have strong solvency positions

There is undeniably significant uncertainty surrounding the impact of COVID-19 on the business. However, an
assessment by line of business of the insurance entities the Company serves indicates that solvency can be
maintained above regulatory requirements and there is liquidity to support operations.

Business continuity activity to move to home working has been put in place. The Company continues to work
closely with its suppliers to understand and manage the impact of COVID-19 on our supply chain. -

The COVID-19 dewelopment has led to significant reductions in market values in the early part of. 2020 and
heightened wolatility. Stock markets hawve fallen sharply, and the Bank of England and government have
taken unprecedented steps in response with base rates reduced to a historic low of 0.1% and broad financial
support measures have been introduced to try to support the economy. It is anticipated thatthe UK will enter
a period of recession in 2020 due to this economic shock. ‘

15



LV INSURANCE MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Going ¢oncern (continued)

Management are regularly assessing the impact on the financial, liquidity position with actions in place to
respond where appropriate. The impact of COVID-19 is continuing to evolve at a fast pace, and therefore it is
not practicable to quantify the potential financialimpact on the Company at the time of writing.

The Board will continue to monitor the situation closely and take appropriate action as necessary.

Otherincome

Management charges for the provision of senices are recognised as income when due for payment. The
Company recognises other operating income when the amount of income can be reliably measured and it is
probable that future economic benefits will flow to the Company. Income from the recharged expenses is
recognised in parallel with the recognition of the underlying expenses to be charged.

Loans and other receivables

Receivables are amounts due for senices performed in the ordinary course of business. They are generally
due for settlement within 30 days and therefore are all classified as current. Trade receivables are recognised
initially at the amount of consideration that is unconditional unless they contain 5|gn|ﬁcant financing
components, when they are recogmsed at fair value. The Company holds the trade receivables with the
objective to collect the contractual cash flows and therefore measures them subsequently at amortised cost
using the effective interest method. A loss allowance is calculated in respect of Receivables as explained in
the accounting policy on impairment.

Impalrment of financial assets

The Company has financial assets that are subject to the expected creditloss model. The Company applies
the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all receivables.

IT Software
IAS 38 Intangible Assets requires the capitalisation of certain expenditure relating to software costs. Software

costs are capitalised if it is probable that the asset created will generate future economic benefits. Costs
incurred to establish technological feasibility or to maintain existing levels of performance arerec ognlsed as
an expense.

Software costs capitalised as mtanguble assets include computer application software licences and internally
developed software. Internally developed software is capitalised as an intangible asset gnd amomced owrits
estimated useful life when it is either identified as separable (i.e. capable of being separated from 'the entity
and sold, transferred, rented, or exchanged) or it arises from contractual or other legal nghts regardless of
whether those rights are transferable or separable. Software intangibles are amortised using the straight-line
method over their useful lives (3 to 8 years). The amortisation periods used are revneweq annually :

Software values are reviewed for impairment whenewer events or changes in cnrcumstaqoes indicate that the

carrying amount may not be recoverable. Where the carrying amountis not recoverable the asset: is written
down immediately to the estimated recoverable amount, based on value in use calculations.

16



LV INSURANCE MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2. Accounting policies (continued)

Trade and other payables
Trade and other payables are recognised as they fall due. They are initially recognised at fair value and

subsequently held at amortised cost

Property and equipment

Operational property and equipment is held at aocumulated cost less depreciation. Cost includes the original
purchase price of the asset and the costs attributable to bringing the asset to its working condition for its
intended use. Both property and equipment are depreciated to their estimated residual values on a straight-

line basis over their estimated useful lives. The periods used are as follows:

Leasehold property enhancements* 10 years or lease term if shorter™
Fixtures, fittings and IT equipment 3to 10 years

Assets are written down to their recoverable amount where this is less than the canying value.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each Statement of
Financial Position date.

*These are properties used for operational purposes and are not investment properties.

Share capital
Shares are classified as equity when there is no obligation to transfer cash or other assets.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand, and short-term deposits with an original
maturity of three months or less.

For the purpose of the Statement of Cash Flows, cash and cash equivalents are as defined abowe but are
shown net of outstanding bank owerdrafts.

Income tax expense

The income tax expense reflects the movement in current and deferred income tax in respect of income,
gains, losses and expenses and is recorded in the SOCI represents the current year'corporation tax charge.
Corporation tax is charged on trading profits arising in the year.

Current income tax

Current income tax liabilities and assets are measured at the amount expected to be paid to or recovered
from the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the SOFP date.

17



LV INSURANCE MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2. Accounting policies (continued)

Deferred tax

Deferred income tax is recognised, using the Iuablllty method, on temporary differences arising between the
tax'bases of assets-and liabilities and their carmying amounts in the financial statements. Deferred income tax
is determined using tax rates (and laws) that have been enacted or substantively enacted by the SOF P date
and are expected to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled. Deferred income tax assets are recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to
income taxes levied by the same taxation authority on either the taxable entity or dlﬁerent taxable entities

where there is an intention to settle the balances on a net basis.

Operating lease payments - treatment in 2018 comparatives — see page 19 for further details
The costs in respect of operating leases are charged on a straight line basis over the lease term. The value of
any lease incentive received to take on an operating lease (for example, rent free periods) is recognised as

deferred income and is reIeased ower the life of the lease.

Provisions : :
Provisions are recognised where thereis a present Iegal or constructive obligation as a result of past events,
it is more likely than not that an outflow of resources will be required to settle the obligation and the amount
has been reliably estimated. Where some or all of a provision is expected to be reimbursed it is recognised as
a separate asset when the reimbursement is certain.

Prowsu%ns are measured at the present value of the expenditure required to Settle the obligation usmg a pre-
tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation.

The expenée relating to provisions is presented in the SOCL.

Onerous contracts

A provision is made for onerous contracts in which the unawidable costs of meeting the obligation exceed the
expected future economic benefits.
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2. Accounting policies (continued)
CHANGES IN ACCOUNTING POLICIES
a) New and amended standards adopted

The following new standards have been adopted by the European Union (‘EU’) for accounting periods
beginning on or after 1 January 2019, and have been adopted by the Company::

IFRS 16 ‘Leases’

IFRS 16 'Leases' has been adopted on 1 January 2019 in accordance with the modified retrospective
approach transitional provision, under which the cumulative effect of initial application is recognised in
unallocated divisible surplus at 1 January 2019 with no restatement of comparative information or disclosures.

IFRS 16 resulits in all long-term leases being recognised in the Statement of Financial Position, whereas such
treatment only applied to finance leases under IAS 17. On adoption of IFRS 16 the Company capitalised an
additional £9.3m right of use assets and £9.1m lease liabilities related to its regional offices assoctated with
continuing operations. These amounts were determined using a weighted average incremental borrowing rate
of 3.25%. At 31 December 2019 right of use assets held by the Company are £9.4m and lease liabilities are
£9.2m. On transition to IFRS 16 the closing Operating lease commitment per note 20 of £10.4m has been
discounted by 1.3 million leaving an opening lease liability of £9.1m.

In accordance with the transitional provision applied on adoption of IFRS 16 for leases previously classffied as
operating leases, the lease liability has been measured at the present value of the remaining lease payments,
discounted using the Company’s incremental borrowing rate at the date of initial application. The Company
has elected to measure the right of use asset at an amount equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments recognised in the statement of financial position immediately before
the date of initial application.

The Company applied the following practical expedients applicable to initial adoption on transition to IFRS 16:
« For contracts in force prior to adoption of IFRS 16, only those that were identified as leases in accordance
with IAS 17 and IFRS IC 4 are identified as leases in accordance with IFRS 16.

« A single discount rate of 3.25% has been applied to the Company’s portfolio of regional offices that were
previously accounted for as operating leases.

« Initial direct costs have been excluded from the measurement of the right-of-use asset at the date of initial
application. ]

« Hindsight has been used in determining the lease terms.

+ The IAS 37 onerous contract review at 31 December 2018 was relied upon as an alternative to performing
an impairment review on the opening right of use asset balance. : ‘

* Right-of-use assets and liabilities have not been recognised for leases ending during 2019.

Accounting for assets held under leases and lease liabilities

Accounting policy from 1 January 2019

This policy is applicable to lease contracts entered into on or after 1 January 2019. For leases in force at 1
January 2019 the Company has applied the transitional provisions in IFRS 16.

The Company recognises a separate right of use asset to Property, plant and equipment and a separate lease
liability at the lease commencement date. The right of use asset is initially measured at cost, which comprises
the initial amount of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to restore the underlying asset, less any
lease incentives received. The lease liability is initially measured at the present value of lease payments that
are not paid at the commencement date, discounted using the interest rate implicit in the lease or, ifthat rate
cannot be readily determined, the Group’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate. The incremental borrowing rate is determined by obtaining
interest rates from external financing sources for periods equivalent to the terms of the leases and rent review
intenvals. Lease payments used in the measurement of the lease liability comprise fixed payments including
minimum prescribed rental increases at contractual rent reviews. i
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Accounting for assets held under leases and lease liabilities (continued)

The right of use asset is subsequently depreciated on a straight line basis over the lease term. The lease
liability is subsequently measured at amortised cost using the effective interest method. Depreciation charged
on the right of use’asset is recognised within Other operating and admiinistrative expenses and interest
expense on the lease liability is recognised within Finance costs.

The lease liability is remeasured when there is a change in future lease payments arising from a change in
. management’ assessment of whether the Company will exercise a break clause or the rental payments are
revised in accordance with a contractual rent review. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the camrying amount of the right of use asset, oris recorded in profit or
loss if the carrying amount of the right of use asset has been reduced to zero.

Significant accounting judgement lease term
The regional offices are under shorter leases, with original contractual terms in the range of 5 to 15 years. The

majority of leases have break clauses exercisable only by the lessee, no leases have extension options.
Management has applied judgement in detemmining the lease temms for accounting purposes; periads beyond
break clauses are included where management is reasonably certain not to exercise the break option. :

Accounting policy applicable to the year ended 31 December 2018

The Company has applied the modified retrospective approach on adoption of IFRS 16. Accounting for leases
for the year ended 31 December 2018 therefore continues to be in accordance with IAS 17 as described
below.

Where assets are financed by leasing arangements and the risks and rewards are substantially transferred to
the Company, such finance leases are treated as if the assets had been purchased outright and the oblugatlon

to the lessor for future rentals is a liability.

The lease asset is reported in Property, plant and equipment and the lease liability is shown as a separate
liability. Leased assets are depreciated on a straight line basis over the lease term. The liability is calculated
based on the present value of the minimum lease payments at the inception of the lease. Lease payments are
treated as consisting of capital and interest elements and the interest is charged to the Statement of
Comprehensive Income. .

All other leases are operating leas€s and the costs in respect of operating leases are charged on a straight
line basis over the lease tem. The value of any lease incentive received to take on an operating lease is
recognised as a prepayment and is released ower the lease term.

At 31 December 2019 right of use‘assets held by the Company are £9.4m and lease liabilities are £9.2m.
Right of use assets and lease liabilities are unwound over the lease terms which, on adoption of IFRS 16,
averaged 5 years on for regional offices and was 10 years for the head office. Lease rentals are typically
renegotiated every 5 years to market rentals and include break clauses for additional flexibility.

The majority of leases include break clauses and these are only exercisable by the Groyp, not the landlord.
Where the Group expects not to terminate the lease at such break clauses, the remaining period is included

within the lease term.

There are no other IFRSs or IFRS IC interpretations that are not yet effective that would be expected to have
a material impact on the Company.
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3. Otherincome

Unaudited
2019 2018
£000 £000
Management charges 72,650 98,846
' ‘ 72,650 98,846
4. Other operating and administrative expenses

. Unaudited
2019 2018
Note £000 £000
Depreciation on property, plant and equipment — owned 9 1,890 1,572
Depreciation on property, plant and equipment — Right-of- 9 1026 }

use-Asset ’
Operating lease rental charge on land and buildings 187 1,722
Administrative expenses (including management charge) 52,953 82,001
Amortisation of intangible assets 8 16,302 13,551
' 72,358 98,846

5. Audit remuneration

LVGIG is responsible for the management and administration of the Company.
The audit remuneration in respect of senices to the Company is bome by LVGIG.

There were no other senices carried out by the Auditors in respect of the Company.
6. Directors’ emoluments

: i
The emoluments of the directors are paid by an intermediate parent company LVGIG which makes no
recharge to the Company. The directors are also directors of LVGIG (and a number of fellow subsidiaries) and
it is not possible to make an accurate apportionment of their emoluments in respect of each of the
subsidiaries. Accordingly, the above details include no emoluments. Total emoluments for the relevant
directors are included in the aggregate of Directors' emoluments disclosed in the financial statements of
Liverpool Victoria General Insurance Group.
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7. Income tax expense

a) Current year tax expense

Unaudited
2019 2018
£000 £000
Current year tax (expense)/credit:
Currenttax
Group relief (126) 90
Adjustments to current tax in respect of prior years (95) 26
Total current tax ~(221) 116
Deferred tax
Adjustments to deferred tax in respect of prior years 87 (28).
Deferred tax charge 127 (92)
Total deferred tax credit/(expense) 214 (120)
Total income tax expense (7) (4)

b) Reconciliation of tax expense

The tax assessed for the period is higher than the standard rate of corporation tax in the UK (19%). The

differences are explained below:

Unaudited
2019 2018
£000 £000
Result before tax - -
Result multiplied by standard rate of corporation tax in the UK of _ ;
19.00% (2018: 19.00%)
Effects of:
Expenses not deductible for tax purposes 1 (2)
Adjustment to current tax in respect of prior years (95) 26
Adjustment to deferred tax in respect of prior years 87 (28)
Total income tax expense for the year (7) (4)
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8. Intangible assets

Software and licence costs Total
£000 £000
Cost
At 1 January 2019 108,273 108,273
Additions 5154 5,154
At 31 December2018 +113,427 113,427
Accumulated amortisation
At 1 January 2019 24,568 24,568
Amortisation charge for the year 16,302 16,302
At 31 December 2019 40,870 40,870
Net book value at 31 December 2019 72,557 72,557
Net book value at 31 December 2018 83,705 83,705
Unaudited Software and licence costs Total
£000 £000
Cost
At 1 January 2018 86,023 86,023
Additions _ _ 22,250 22250
At 31 December 2018 108,273 108,273
Accumulated amortisation
At 1 January 2018 11,017 11,017
Amortisation charge for the year 13,551 13,551
At 31 December 2018 24,568 24,568
Net book value at 31 December 2018 83,705 83,705
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9. Property, plant and equipment

Leasehold Right-of-use Fixtures, fittings and Total
property assets IT equipment
enhancements

£000 £000 £000 £000
Cost:
At 1 January2019 8,426 - 9,755 18,181
Additions 1,125 9,363 1,981 12,469
Disposals (2,475) - (315) (2,790)
At 31 December 2019 7,076 9,363 11,421 27,860
Accumulated depreciation:
At 1 January2019 6,345 - 7,231 13,576
Chargeinthe year 771 1,026 1,119 2,916
Disposals (1,884) - (319) "(2,203)
At 31 December 2019 _ 5,232 1,026 8,031 14,289
Net book value at 31 December 2019 1,844 8,337 3,390 13,571
Unaudited Leasehold property Right-of-use  Fixures, fittings and Total

enhancements assets IT equipment

£000 £000 £000
Cost: *
At 1January2018 8,426 - 9,734 18,160
Additions - - 21 21
At 31 December2018 8,426 - 9,755 18,181
Accumulated depreciation:
At 1January2018 5,614 - 6,390 12,004
Charge in the year 731 - 841 1,672
At 31 December2018 6,345 - 7,231 13,576
Net book value at 31 December2018 2,081 - 2,524 4 605
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10. Deferred tax asset

Unaudited
2019 2018

£000 £000
At 1 January 1,246 1,366
Credit/(Charge) for theyear ) - 214 (120
At 31 December 1,460 1,246
Analysis of deferred taxation temporary differences
Accelerated capital allowances 1,460 1,246

1,460 1,246
The analysis of the deferred tax balance is as follows:
Deferred tax asset expected to be recdvered after more than 12 months 1,123 1,197
Deferred tax asset expected to be recovered within 12 months 337 49
Net deferred tax asset 1,460 1,246

The valuation and recowerability of deferred tax assets relating to capital allowances in excess of depreciation

is dependant on the availability of future taxable profits within the company. Management forecasts currently
support the future recoverability of the deferred tax asset recognised in the statement of financial position as

at 31st December 2019.

In the spring budget 2020, the government announced that from 1 April 2020 the corporation tax rate would
remain at 19% (rather than reducing to 17% as previously enacted). This new law was substantively enacted

on 17 March 2020.

As the proposal to keep the rate at 19% had not been substantively enacted at the balance sheet date, its

effects are not included in these financial statements.

11. Current tax (liability)/asset

Unaudited

2019 2018

£000 £000

At 1 January 116 27

Amounts recorded in the statement of comprehensive income (2215) 116

Income tax recovered (20) (27)

At 31 December (125) 116
12. Prepayments and accrued income

Restated

Unaudited

2019 2018

£000 £000

Prepayments 4,674 12,512

4,674 £ 12,512

There are no balances past due orimpaired. The prior year comparative information incérrectly cquss ified
prepayments as amounts owed from group undertakings and amounts owed from group undertakings as

prepayments. This has been corrected.
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13. Loans and other receivables

Restated

. Unaudited

2019 2018

£000 £000

Amounts owed from group undertakings 18,872 7,229
18,872 7,229

There are no balances past due or impaired. The prior year comparative information incorrectly classified
prepayments as amounts owed from group undertakings and amounts owed from group undertakings as
prepavments. This has been corrected.

14. Maturity profile of assets

Note Within 1 year Total
Maturity profile of assets 2019 £000 £000
Amounts owed from group undertakings 13 18,872 18,872

18,872 18,872

Unaudited
Note Within 1 year Total
. Maturity profile of assets 2018 £000 £000
Amounts owed from group undertakings 13 7,229 7,229
7,229 7,229

The carrying value of amounts owed from group undertakings is unsecured with no interest charged.

15. Trade and other payables

Unaudited
2019 2018

£000 £000 -
Amounts owed to group undertakings 86,129 88,310
Accruals and contract liabilities 11,731 16,270
Other payables 183 410

98,043 104,990

The carrying value of trade and other payables held at émortised costis £98,043k (2018: £104,990k).
The value of amounts owed to group undertakings is an unsecured intercompany payable as at 31.12.19, this
is due to be formalised as a loan backed by Parental guarantee in 2020.

16. Maturitv orofile of liabilities

Note Within 1 year Over1year Total

Maturity profile of liabilities 2019 £000 £000 £000
Trade and other payables 15 ~ (98,043) - (98,043)
Provisions 17 (3,096) . - (3,096)
Lease Liabilities 21 (1,655) (7,521) (9,176)
(102,794) (7,521) (110,315)

Unaudited Note Within 1 year Ower 1 year Total
Maturity profile of liabilities 2018 £000 £000 £000
Trade and other payables 15 (104,990) - (104,990)
Provisions 17 (3,722) - (3.722)
(108,712) - (108,712)

The carrying value of lease liabilities held has been discounted by £1.29m (2018: £NIL). Total contractual
liabilities of leases is £10.475m (2018: £Nil), Carrying Value post discounting is £9.176m (2018: £Nil).
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17. Provisions

Restated

Unaudited

2019 2018

£000 £000

Balance at 1 January , 3,722 5,077
Additions during the year - 7
Utilised during the year - (1,362)
Releases during the year (626) -
Balance at 31 December 3,096 - 3,722

Provisions relate to onerous contracts following the sale of the commercial lines business of £3,092k and
dilapidations on property of £4k. It is expected the remaining provisions will be utilised in the following year.
The movements between opening and closing positions have been restated in the comparative information to
correct for errors in the prior year disclosure.

18. Share capital

Unaudited
2019 2018
£000 £000
Ordinary shares, allotted and fully paid
1,045,001 (2018: 1,045,001) ordinary shares of £1 each 1,045 1,045
1,045 1,045
All authorised shares have been issued.
19. Accumulated losses
Unaudited
2019 2018
A £000 £000
Balance at 1 January (344) (340)
Loss for the year (7). 4)
Balance at 31 December (351) (344)

This reserve, when positive, is distributable in future periods, subject to the provisions of the Companies Act
2006.
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20. Annual commitments

Commitments

Unaudited
2019 2018
£000 £000

Operating leases which expire:
Within 1 year - 23
In2to 5 years - 4,331
Greater than 5 years - 6,058
, - 10,412

Capital commitments
Capital commitments relate to authorised and contracted commitments payable but not provided for
regarding equipment.

Other financial commitments :

The Company has entered into several long-term contracts following senice outsourcing which will end no
later than 2021. These contracted commitments have not been provided for in the financial statements,
except where these contracts are expected to be onerous (see note 17).
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21. Lease Liabilities

Lease liabilities

Unaudited

2019 2018

£000 £000

Within 1 year 1,655 -
In 2to 5 years 4,046 -
Greater than 5 years 3,475 -
9,176 -

The lease liability is measured at amortised cost using the effective interest method. Depreciation charged
on the right of use asset is recognised within Other operating and administrative expenses and interest
expense on the lease liability is recognised within Finance costs.

22, Cash generated from operating activities

Restated
Unaudited
2019 2018
£000 £000
Result before tax - -
Non-cash items
Amortisation and impairment of intangibles 16,302 13,551
Depreciation on property, plant and equipment 2,916 1,572
Changesin working capital
(Increase) / Decrease in loans and other receivables (11,643 (4,686)
Decrease in provisions (626) (1,355)
Decrease in prepayments 7,838 2,543
(6,947) 10,619

(Decrease) / Increase in trade and other payables
Cash generated from operating activities 7,840 22,244
The increase in trade and other payables in the comparative information has been restated to split out
correctly the decrease in prepayments.
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23. Related party transactions

The Company did not enter into transactions with key management personnel. Details of significant
transactions carried out during the year with related partigs are as follows:

The following transactions have taken place between the Company and other Group companies:

Unaudited
2019 2018
£000 £000
Management charge income (with LVIC* and HW*) 72,650 98,846
72,650 . 98,846
*Liverpool Victoria Insurance Company Limited (LVIC)
*Highway Insurance Company Limited (HW)
Balances outstanding between the Company and LVGIG:
Unaudited
2019 2018
£000 £000
Receivable from the Company ‘ ' (18,872) (7,229)
(18,872) (7,229)
Balances outstanding between the Company and LVIC:
Unaudited
2019 2018
£000 £000
Payable by the Company : ' 86,129 88,310
‘ ' ' ' ' - ' o " 86,129 88,310

24, Subsequent Events

The outbreak of COVID-19 has resulted in a pandemic causing significant disruption across the globe.
COVID-19 has been classified as a non-adjusting event for accounting purposes. At December 31, 2019, a
very limited number of cases had been reported to the World Health Organisation. Since then the spread of
the virus has been rapid and the number of reported cases and deaths has increased significantly.

The impact on society is reflected in business closures, restrictions on movement, home working and
cancellations of sporting and other events. This is expected to lead to an economic downturn.

The recent wolatility in financial markets and the impact on asset and liability values is being monitored with
management plans in place to mitigate financial and operational risks. The financial impact is difficult to
estimate at this stage. However, there is a significant degree of uncertainty the Company remains in arobust

position,

The impact of COVID-19 is continuing to ewolve at a fast pace, and therefore it is not practicable to quantify
the potential financial impact on the Company at the time of writing.
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25. Ultimate parent company

The ultimate parent company and ultimate controlling party is Allianz SE, a European multinationalifinancial
senices company headquartered in Munich, Germmany.

The immediate parent company is LVGIG', a limited liability company, incorporated in the UK.
The immediate parent company is registered at the below address:

57 Ladymead,
Guildford,
Surrey,
England,
GU11DB

The ultimate parent company Allianz SE is registered at:

Koniginstrasse 28
D-80802 Munich
Germany

The largest ¢compary whose financial statéments this company is consolidated into is Allianz SE. The
smallest company whose financial statements this company is consolidated intois LVGIG. With effect from
31st December 2019 LVGIG is a 100% owned subsidiary of Allianz Holdings UK (2018: 49%), when it
purchased the remaining 51% from the previous parent LV Capital Ltd (formerly LV Capital plc).

The consolidated financial statements of Allianz SE and LVGIG are available to the public and may be .
obtained by post from:

The Company Secretary
57 Ladymead,

Guildford,

Surrey,

England,

GU11DB

or
Allianz
Kéniginstrasse 28

D-80802 Munich
Germany
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