UBERIOR INVESTMENTS LIMITED
REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

MEMBER OF LLOYDS BANKING GROUP PLC

PANIES HOUSE
EDINBURGH

18 SEP 2018

FRONT DESK

Company Number: SC073998

FRIDAY

SCT

il

i

S7FFZUYP*
28/09/2018

COMPANIES HOUSE

I

#273




UBERIOR INVESTMENTS LIMITED

Directors
A Hulme
N S Bumett

Secretary
D D Hennessey

Registeredoffice
The Mound
Edinburgh

EH1 1YZ

Independent auditors
PricewaterhouseCoopers LLP

Chartered A ccountants and Statutory A uditors
AtriaOne

144 Morrison Street

Edinburgh

EH3 8EX

Bankers

Bank of Scotland plc
Head Office

The Mound
Edinburgh

EH1 1YZ



UBERIOR INVESTMENTS LIMITED

STRATEGIC REPORT
For the year ended 31 December 2017

The Directors submit their Strategic Report on Uberior Investments Limited (the “Company”) for the year ended 31
December 2017.

Principal activity and future developments _
The Company operates as an investmentholding company andthere has been nochange in thatactivity during the year.
The Company remains committed to the business of holding investments and will continue to manage existing

investments in the future.

Business review

During the yearthe Company managed investments for value. On the basis that the Company is an investment holding
company, its performanceis consideredin respect ofthe underlying investment portfolio performance and valuations.
As such, the key financial performance indicators relate to dividend income from subsidiaries, investment gains on
disposals, valuation movements taken to profits, including impairments, and to a lesser extent income received from
investments.

The Company's profit before tax for the financial year is £285,287,000 (2016: loss of £23,870,000). This is largely
generated through dividend’s received of £319,150,000 (2016: £3,768,000). Also included are profits on investment
disposals for £14,377,000 (2016: £671,000) offset by losses on valuation movements (including impairments) of
£45,985,000 (2016: loss of £28,527,000).

During the yearthe Company disposed ofinvestments totalling £31,827,000 (2016: £8,383,000) which generated gains
on disposal of £14,377,000 (2016: £671,000). Investment additions in the year totalled £133,291,000 (2016:
£101,869,000). Additionalincome 0f£93,310,451 was as aresult of subsidiary dividend receipts throughout the year
(2016: £12,715).

The Balance Sheet shows a net asset position of £182,363,000 (2016: £118,483,000). This increase is largely
attributable to dividends received of £319,150,000 (2016: £3,768,000) offset by adividend paid to parent company of
£250,000,000 (2016: £nil).

The Company’sactions are govermned by the Codes of Business Responsibility of the ultimate parent undertaking,
Lloyds Banking Group plc, which set out clear guidelines for responsible behaviour across the business, including
human rights, social, ethical and environmental res ponsibilities. These guidelines can be viewed in the consolidated
annual report and financial statements of Lloyds Banking Group plc.

The Company has no employees (2016: none) and therefore the Directors have not commented on employee matters.

Risk management

The key risks and uncertainties faced by the Company are managed within the framework established for the Lloyds
Banking Group plc group of companies (“the Group™). Exposure to credit risk, market risk (including interest rate risk,
foreign exchange risk and equity risk) and liquidity risk arises in the'normal course ofthe Company's business. These
risks are explained in Note 18 to the financial statements. '

By Order of the Board,

N S Bumett
Director

Date: 26 September2018

Company Number: SC073998
Registered Office: The Mound, Edinburgh, EH1 1YZ



UBERIOR INVESTMENTS LIMITED

DIRECTORS' REPORT
For the year ended 31 December 2017

The Directors, as listed on page2, submit their report and audited financial statements of Uberior Investments Limited
(“the Company”) for the year ended 31 December 2017.

Incorporation
The Company was incorporated in Scotland on 27 February 1981.

Results and dividends
The profit aftertax for the year is £296,649,000 (2016: loss of £19,666,000). Dividends of £250,000,000 were declared
and paid in the year (2016: £nil).

Going concern

As setoutin Note 3 - 'Principles underlying going concem assumption' of the notes to the financial statements, the
Directors are satisfied that the Company has adequate resources to continue in business for the foreseeable future and
consequently the going concem basis continues to be appropriate in preparing the financial statements.

Directors’ indemnities

Lloyds Banking Group plc has granted to the Directors ofthe Company a deed of indemnity through deed poll which
constituted ‘qualifying third party indemnity provisions’ for the purposes ofthe Companies Act 2006. The deed was in
force during the whole ofthe financial year and at the date of approval of the financial statements or from the date of
appointment in respect ofthe director who joined the board of the Company during the financial year. Directors no
longer in office but who served onthe Board of the Company at any time in the financial year had the benefit of this

contractof indemnity during that period of service. The indemnity remains in force for the duration of a Director’s

period of office. The deed indemnifies the Directors to the maximum extent permitted by law. The Deed for existing

Directors is available forinspection at the registered office ofthe Group. In addition, the Group has in place appropriate
Directors and Officers Liability Insurance cover which was in place throughout the financial year.

Directors and their interests
The Directors at the date of this report are as stated on page 2.

The Directors’ dates of resignation and appointments during the year, or subsequent to the year end, are as follows:

Director Date of Resignation Date of Appointment
A CBone 23 February 2018 -
A Hulme - 23 February 2018

. No Director had any interestin any material contract or arrangement with the Company duringorat the end ofthe year.

Independent Auditors and disclosure of information to Independent Auditors
PricewaterhouseCoopers LLP are deemed to be reappointed as auditors under Section 487(2) of the Compames Act
2006.

In accordance with Section 418 ofthe Companies A ct2006, in the case ofeach Directorin office at the date the report
is approved:

e  so far as the Directors are aware, there is no relevant audit information of which the Company’s

auditors are unaware: and
e the Directors have taken all the steps that they ought to have taken as a Director in order to make

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



UBERIOR INVESTMENTS LIMITED

DIRECTORS' REPORT (continued)
For the year ended 31 December 2017

Statement of Directors’ res ponsibilities
The Directors are responsible for preparing the Strategic Report, Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements foreach financial year. Underthat law the Directors
have prepared the Company’s financial statements in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union. Under company law the Directors mustnot approve the financial statements
unless theyare satisfied that they givea true and fair view ofthe state of affairs ofthe Company and ofthe profit orloss
ofthe Company for that period. In preparing these financial statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable IFRSs as adopted by the European Unionhave been followed, subject to any
material departures disclosed and explained in the financial statements; and

e  prepare the financial statements on the going concem basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable themto ensurethatthe financial statements comply with the Companies A ct2006. They are als o responsible for
safeguarding the assets ofthe Company and hence for taking reas onable steps for the prevention and detection of fraud
and other irregularities.

By Order of the Board,

N S Bumett
Director

Date: 26 September2018

Company Number: SC073998
Registered Office:  The Mound, Edinburgh, EH11YZ

SN ]



UBERIOR INVESTMENTS LIMITED 6

Independent auditors’ report to the members of Uberior
Imvestments Limited

Report on the financial statements

Our opinion
In our apinion, Uberior Investments Limited's financial statements:

e giveatrueandfairviewof thestate of the company’s affairsasat 31 December 2017and of its profit and cash
flows for the year then ended;

e havebeen properly prepared in accordance with International Financial Reporting Standards (“IFRSs”) as
adopted by the European Union;and

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

We haveaudited thefinancial statements, included within the Report and Financial Statements (the “Annual Report™),
which comprise: thebalancesheetas at 31 December 2017; theincome statement, the statement of com prehensive
income, the cash flow statement, the statement of changes in equity for theyearthen ended;and thenotestothe
financial statements, which includea description of the significant a ccounting policies.

Basis for opinion

We conducted our auditin accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicablelaw.
Our responsibilities under ISAs (UK) arefurther described in the Auditors’responsibilities for theaudit of thefinancial
statementssection of our report. We believe that theaudit evidence we have obtained is sufficient and a ppropriate to
provide a basis for our opinion.

Independence

We remained independent of the com pany in accordance with the ethical requirements that arerelevant toour audit of
the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfi lled our other ethical
responsibilities in a ccordance with these requirements.

Conclusions relating to going concern

We havenothing toreport in respect of thefollowing matters in relation to which ISAs (UK) require us toreport toyou
when:

the directors’useof thegoing concernbasis of accounting in the preparation of the financial statementsis not
appropriate;or

the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the com pany’s ability to continueto adopt the going concern basis of a ccountingfor a
periodof atleasttwelve months from the date when the financial statements areauthorised for issue.

However, because not all futureevents or conditions can be predicted, this statementis not a guarantee as to the
com pany’s ability to continue as a goingconcern. . ~

ot et

Reportingon other information

The otherinformation com prises all of the information in the Annual Reportother thanthe financial statements and our
auditors’ report thereon. The directors areresponsible for the other information. Our opinion on the financial statements
does not caver theother information and, accordingly, wedo not express an audit opinion or, except to theextent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection withour 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 weidentify an a pparent material inconsistency
or m aterial misstatement, wearerequired to perform procedures to conclude whether thereis a material misstatement of
the financial statements or a material misstatem ent of the other information. If, based on the work we have performed,
we concludethat thereisa material misstatement of this other information, weare required toreportthat fact. Wehave
nothing toreport based on theseresponsibilities.

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

Based on the responsibilities described above and our work undertaken in the course of theaudit, ISAs (UK) requireus
alsotoreport certain opinions and matters as described below.



UBERIOR INVESTMENTS LIMITED

Independent auditors’ report to the members of Uberior
Investments Limited (continued)

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 theyear ended 31 December 2017 is consistent with thefinancial statements and has been
preparedin accordance with applicable legal requirements.

In lightof theknowledgeand understandingof the company andits environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilitiesfor the financial statements andthe audit
Responsibilities of the directors for the financial statements

Asexplained morefully in the Statement of Directors’ Responsibilities set out on page 5, thedirectors are responsible for
the preparation of thefinancial statementsin accordance withtheapplicable framework and for being satisfied that they
giveatrue andfair view. Thedirectors arealso responsible for such internal control as they determineis necessary to
enable the preparation of financial statements that arefreefrom material misstatement, whether due tofraud or error.

In preparing thefinancial statements, the directors are responsible for assessingthe com pany’s ability to continueasa
going concern, disclosing as a pplicable, matters related to going concernand using thegoingconcern basisof accounting
unlessthedirectors either intend toliquidate the com pany or to ceaseoperations, or have norealistic alternativebutto
doso.

Auditors’responsibilities for the audit ofthe financial statements

Our objectivesare to obtain reasonable assurance about whether the financial statements as a w holearefreefrom

m aterial misstatement, whether due tofraud or error, and toissuean auditors’ report that includesour opinion.
Reasonableassuranceisa highlevel of assurance, butis nota guarantee thatan audit conductedin accordancewith ISAs
(UK) willalwaysdetect a material misstatement when it exists. Misstatements can arisefrom fraud or error and are
considered materialif, individually or in theaggregate, they could reasonably be expected to influence theeconomic
decisions of userstaken on the basis of these financial statements.

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

Use of thisreport

Thisreport, including the opinions, hasbeen prepared for and only for thecom pany’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, in giving these opinions,
accept or assumeresponsibility for any other purpose or toany other person to whom thisreport is shown or into whose
handsit may comesavewhereexpressly agreed by our prior consent in writing.

Otherrequired reporting

Companies Act2006 exception reporting
Under the Com paniesAct 2006 weare required to report toyou if, in our opinion:
we have not receivedall theinformation and explanations werequire for our audit; or

adequateaccounting records have n ot been kept by the com pany, or returns adequate for our audit havenot been
received from branches n ot visited by us;or

certain disclosures of directors’ remuneration specified by laware not made; or
the financial statements arenotin agreement with theaccounting recordsand returns.

We haven o exceptions to report arising from this responsibility.

: All (Senior Statutory Auditor)
for and on behalfs kewaterhouseCoopers LLP
Chartered Accountantsand Statutory Auditors
Edinburgh

28 September 2018



UBERIOR INVESTMENTS LIMITED

INCOME STATEMENT
For the year ended 31 December

Investment income

Changes in fair value of investments
Profit on disposal of investments
Other income

Total income/(loss)

Administrative expenses
Impairment charge
Finance costs
Profit/(loss) before tax

Income tax credit
Profit/(loss) for the year

Attributable to:
Owners

Profit/(loss) for the year

The notes on pages 13 to 36 are an integral part ofthese financial statements.

Note

The loss forthe yeararises fromthe Company's continuing operations.

2017 2016
£000 £000
319,487 4339
(25,399) (25,233)
14,377 671
2,952 -
311,417 (20,223)
3) (165)
(23,770) (3,294)
2,357) (188)
285,287 (23,870)
11,362 4204
296,649 (19,666)
296,649 (19,666)
296,649 (19,666)




UBERIOR INVESTMENTS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December

Profit/(loss) for the year

Other comprehensive income/(loss):

Movements in available-for-sale financial assets:

- changes in fair value

- amounts recognised in Income Statement

Currency translation differencebeforetax

Movements in deferred tax

Other comprehensive income for the year, net of tax

Total comprehensive income/(loss) for the year
Attributable to:

Owners
Total comprehensive income/(oss) for the year

Note

13

The notes on pages 13 to 36 are an integral part of these financial statements.

2017 2016
£000 £000
296,649 (19,666)
22,618 2,020
(1,504) (671)
135 (368)
(4,017) 516
17,232 1,497
313,881 (18,169)
313,881 (18,169)
313,881 (18,169)




UBERIOR INVESTMENTS LIMITED

BALANCE SHEET
As at 31 December

Assets

Investments in subsidiary undertakings
Investments .

Income taxreceivable

Trade receivables

Total assets

Equity

Share capital
Available-for-sale reserve
Retained eamings

Total equity

Liabilities

Interest-bearing loans and borrowings
Income taxpayable

Deferred tax liability

Bank overdraft

Trade and other payables

Total liabilities

Total equity and liabilities

The notes on pages 13 to 36 are an integral part of these financial statements.

Note

11
12

15

16

13
14
17

2017 2016
£000 £000
29,855 16,595
428,605 367,928
4,589 -
108 -
463,157 384,523
2,000 2,000
25,309 8,078
155,054 108,405
182,363 118,483
117,278 70,002
- 44

4,238 6,994
159,278 187,994
- 1,006
280,794 266,040
463,157 384,523

10

The financial statements on pages 8to 36 were approvedby the Board of Directors on 26 September 2018 and signed on

its behalf by:

N S Bumett
Director

Company Number: SC073998



UBERIOR INVESTMENTS LIMITED

11

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December

Balance at 1 January 2016

Comprehensive loss

Loss forthe year
Other comprehensive income forthe year

Totalcomprehensive loss forthe year
Balance at 31 December 2016
Comprehensive profit

Profit forthe year

Other comprehensive income forthe year
Total comprehensive loss for the year

Dividends paid

Balance at 31 December 2017

Available-

Share for-sale Retained Total
capital reserve earnings equity
£000 £000 £000 £000
2,000 6,581 128,071 136,652
- - (19,666) (19,666)
- 1,497 - 1,497
- 1,497 (19,666) (18,169)

\
2,000 8,078 108,405 118,483
- - 296,649 296,649
- 17,231 - 17,231
- 17,231 296,649 313,880
- - (250,000) (250,000)
2,000 25,309 155,054 182,363

The notes on pages 13 to 36 are an integralpart of these financial statements.



UBERIOR INVESTMENTS LIMITED

CASHFLOW STATEMENT
For the year ended 31 December

Cash flows from operating activities
(Loss)/profit beforetax

Adjustments fornon-cash transactions:
Profit on disposal of investments
Impairments

Changes in fair value of investments
Movementin provisions

Finance costs

Changes in working capital:

Changes in trade and other receivables
Cash generated from operations

Interest paid
Income taxes paid
Net cash from operating activities

Cash flows from investing activities
Proceeds fromsale of investments
Acquisition of investments

Net cash usedin investing activities

Cash flows from financing activities
Repayment of borrowings
Proceeds fromborrowings
Dividends paid to equity shareholders
Net cash usedin financing activities

Net decreasein cashand cash equivalents

Effect ofexchange rate fluctuations oncashheld

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

The notes on pages 13to 36 are an integral part of these financial statements.

Note

12

12

14

2017 2016
£000 £000
285,287 (23,870)
(14,377) (671)
23,770 3,204
25,399 25,233
(1,027) -
2,357 188
(108) -
321,301 4,174
(2,357) (258)
(@4) (180)
318,900 3,736
46,206 9,054
(132,297) (101,869)
(86,091) (92,815)
(12,126) (13,878)
59,402 -
(250,000) -
(202,724) (13,878)
30,085 (102,957)
(1,368) 149
(187,994) (85,186)
(159,277) (187,99)

12



UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.

Significantaccounting policies

Uberior Investments Limited (the Company') is a company incorporated and domiciled in Scotland.

The financial statements were authorised for issue by the Directors on

(@)

(b)

©

@

Financial s tatements

The financial statements of the Company comprise the Income Statement, Statement of Comprehensive
Income, Balance Sheet, Statementof Changes in Equity and Cash Flow Statement together with the related
notes to the financial statements. The financial statements are presented in pounds sterling which is the
Company's functional and presentational currency.

Statement of compliance

The 2017 statutory financial statements set out on pages 8 to 36 have been prepared in accordance with
International Financial Reporting Standards (‘IFRS”) and interpretations issued by the International Financial
Reporting Interpretations Committee (‘[FRIC’) as adopted by the European Union (EU) and the Companies
Act 2006 applicable to companies reporting under [FRS. The standards applied by the Company are those
endorsed by the EU and effective at the date the financial statements are approved by the Board.
Consequently, the financial statements comply with International Financial Reporting Standards .

The Company is exempt by virtue of Section 400 of the Companies Act 2006 and similar exemptions
available under /[FRS 10 'Consolidated Financial Statements'fromthe requirement to prepare group financial
statements. These financial statements present information about the Company as an individual undertaking
and not about its group.

The principalaccounting policies applied in the presentation ofthese financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The financial statements have been prepared under the historical cost basis, except that the following assets
and liabilities are stated at their fair value: financial instruments classified as available-for-sale ("AFS") and
financial instruments designated at fair value through profit or loss.

The Company has not adopted any new standards during the year.

Future accounting developments
The following accounting standard changes will impact the company in the future financial years. Save as

disclosed below, the initial view is that none of these pronouncements are expected to cause any material
adjustments to reported numbers in the Financial Statements.

13



UBERIOR INVESTMENTS LIMITED

14

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1. Significantaccounting policies (continued)

Pronouncement Nature of change IASB effective
date
IFRS 9 Financial IFRS 9 replaces IAS 39 Financial Instruments: Recognition and  Annualperiods

Instruments

Measurement. [FRS 9 requires financialassets to beclassified into one
of three measurementcategories, fair value through profit or loss, fair
value through other comprehensive income and amortised cost, on the
basis ofthe objectives ofthe entity’s business model for managing its
financialassets and the contractual cash flow characteristics of the
instruments. These changes are not expected to have a significant
impact on the company.

IFRS 9 alsoreplaces the existing ‘incurred loss’ impairment approach
with an expected credit loss (‘ECL’) approach. The ECL model has
three stages. Entities are required to recognise a 12 month expected
loss allowanceon initial recognition (stage 1) and a lifetime expected
loss allowance when there has beena significant increase in credit risk
since initialrecognition (stage 2). Stage 3 requires objective evidence
that an asset is credit-impaired, which is similar to the guidance
incurred losses in IAS 39.

The full impact of this pronouncement is being assessed-by the
Company. However, theinitial view is that this pronouncement is not
expected to causeany material adjustments to the reportednumbers in
the financial statements.

beginningon or
after 1 January
2018.

IFRS 15 Revenue from
Contracts with
Customers

IFRS 15 replaces IAS 18 Revenue andIAS 11 Construction Contracts.
[FRS 15 establishes principles for reporting useful information about
the nature, amount, timing and uncertainty ofrevenue and cash flows
arising from an entity’s contracts with customers. Revenue is
recognised at an amount that reflects the consideration to which the
entity expects to be entitled in exchange for goods and services.

The Company’s current accounting policy is materially consistent with
the requirements of IFRS 15 and, accordingly, no transition
adjustments are required.

Annual periods
beginningon or
after 1 January

2018.

Minor amendments to
other accounting
standards

The IASB has issued a number of minor amendments to IFRSs
effective 1 January 2018 (including IFRS 2 Share-based Payment and
IAS 40 Investment Property)and effective 1 January 2019 (including
IAS 12 Income Taxes and IFRIC 23 Uncertainty over Income Tax
Treatments). These revised requirements are not expected to have a
significant impact on the Company.

Annual periods
beginningon or
after 1 January

2018.




UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

(e)Foreign currency

®

(64

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
atthe dates ofthe transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the Income Statement. Non-monetary assets that are
measured at fair value are translated using the exchange rate at the date that the fair value was determined.

Translation differences on non-monetary financial instruments classified as AFS financial assets are included
in the AFSreserve in equity, unless designated in a fair value hedgingrelationship where it is recognised in
the Income Statement together with foreign currency translation differences on the hedging instrument.

Hedge accounting

The Company applies fair value hedge accounting to hedge foreign exchange exposure on the impaired
historic cost of AFS equity instruments. At theinception ofa hedging relationship, the Company documents
the relationship between the hedging instruments and the hedged items, its risk managementobjectiveand its
strategy forundertakingthe hedge. The Company also requires a documented assessment, both at hedge
inception and on an ongoing basis, of whether or not the hedging instruments that are used in hedging
transactions are highly effective in offsetting the changes in fair value of the hedged items attributable to the
hedged risks.

Foreign currency gains and losses on the interest-bearing term loans that are designated and qualify as fair
value hedges are recorded in the Income Statement, together with the gain or loss on the hedged portion of
the AFS asset. The net hedge ineffectiveness is recognised in the Income Statement in 'Finance costs'.

Financial assets andliabilities

The Company determines the classification of its financial assets and liabilities at initial recognition. The
Company has classified its financial assets into the following categories: jointly controlled entities and
associates, subsidiaries, loans and receivables, fair value through proﬁt or loss and AFS; and financial
liabilities as other ﬁnancnal liabilities .

Financial assets are derecognised when the contractual rights to receive cash flows from the assets have
expired or have been transferred and the Company has transferred substantially all risks and rewards of
ownership. Financial liabilities are derecognised when they are extinguished (i.e. when the obligation is
discharged), cancelled or expire.

Jointly controlled entities and associates

Joint controlled entities are joint arrangements over which the Company has joint control with other parties
andhas rights tothe netassets of the arrangements. Associates are entities over which the Company has
significant influence. Significant influence is the power to participate in the financial and operating policy
decisions ofthe entity, butis not control or joint control ofthose policies, and is generally achieved through
holding between 20 per cent and 50 per cent of the voting share capital of the entity. The Company records
such investments at historic cost less impairments. The Company utilises the venture capital e xemption for
investments where significantinfluence orjoint control is present and the business unit operates as a venture
capital business. These investments are designated at initial recognition at fair value through profit and loss.

Investments in subsidiary undertakings

Subsidiaries are entities controlled by the Company. The Company controls an entity when it has power over
the entity, is exposed to, orhas rights to, variable returns from its involvement with the entity, and has the
ability to affect those returns through theexercise of its power. This generally accompanies a shareholding of
more than one halfofthe votingrights. The existence and effect of potential voting rights that are curmrently
exercisable or convertible are considered when assessing whether the Company controls another entity. The
Company reassesses whetheror not it controls an entity if facts and circumstances indicate that there are
changesto any of these factors. Details of the principal subsidiaries are given in Note 11 to the financial
statements. Subsidiaries compriseequity investments in, and capital contributions to, subsidiary entities. The
Company records such investments at historic cost less impairments.

15



UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

(g) Financial assets andliabilities (continued)

(h)

®

Investments in debt securities

Debt securities not quoted on active market are classified as loans and receivables. They are initially
recognisedat fair value plus directly related incremental transaction costs and are subsequently carried on the
Balance Sheet at amortised cost using the effective interest rate method less provision for impairment.
Income on debt securities is recognised on an effective interest rate basis (see Note 1(n)) where it can be
reliably estimated and recognised upon receipt where it cannot be reliably estimated and recorded as
Investment income in the Income Statement.

Financial instruments held at fair value through profit or loss

Financial instruments are classified as fair value through profit or loss where they are derivatives such as
options or warrants, or where they are designated at fair value through profit or loss by management. They
are designated as such by management where they are managed as venture capital investments and evaluated
on the basis of their fair value upon initial recognition. They are initially recognised at fair value and
transaction costs are expensed in the Income Statement. Financial instruments measured at fair value through
profit or loss are carried on the Balance Sheet at fair value. Any gains and losses arising from change in fair
value arerecognised in the Income Statement within changes in fair value of investmen ts in the period in
which they occur.

Available-for-sale financial assets

All other investment securities are classified as available-for-sale. They are initiaily recognised at fair value
plus directly related incremental transaction costs and are subsequently carried on the Balance Sheet at fair
value. Unrealised gains or losses arising fromchanges in the fair values are recognised in the Statement of
Comprehensive Income and accumulated in the available-for-sale reserve, until the financial asset is either
sold or matures, at which time the previously unrealised gains and losses are reclassified from other
comprehensive income to profit or loss on disposal of investments in the Income Statement, except for
impairment losses which are recognised immediately in the Income Statement as impairment on investment
securities. Income fromequity shares is recognised in investment income in the period in which they occur.

Other financial liabilities
Other financial liabilities are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Trade and other receivables

Trade and otherreceivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment.

Cash and cash equivalents

Cash and cash equivalents consist of cash balances held within the Group that are freely available and
deposits held within the Group with an original maturity of three months or less.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

@

)

0

(m)

(m

(0)

Interest-bearing loans and borrowings

Interest-bearing loans and borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing loans and borrowings are stated at amortised cost with any
difference between cost and redemption valuebeingrecognised in the Income Statement over the period of
the borrowings on an effective interest basis. Interest-bearing loans and borrowings are derecognised from
the Balance Sheet upon settlementofallmonies due in connection with such borrowings or forgiveness by
the lender of all indebtedness.

Trade and other payables
Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Share capital
Ordinary shares are classified as equity. Called up share capital is determined using the nominal value of
shares that have been issued.

Dividends
Dividends paid on the Company's ordinary shares are recognised as a reduction in equity in the period in
which they are paid.

Revenue recognition

Interest income and expense are recognised in the Income Statement for all interest-bearing financial
instruments, using theeffective interest method where it can be reliably estimated and recognised on a cash
basis where it cannot be reliably measured. The effective interest method is a method of calculating the
amortised cost ofa financial assetor liability and of allocating the interest income or interest expense over
the expected life ofthe financial instrument. The effective interest rateis the rate that exactly discounts the
estimated future cash payments or receipts over the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of the financial asset or financial liability.

The effective interestrate is calculated on initialrecognition of the financial asset or liability by estimating
the future cash flows after consideringallthe contractual terms of the instrumentbutnotfuture credit losses.
The calculation includes allamounts expected to be paid or received by the Company including expected
early redemption fees and related penalties and premiums and discounts that are an integral part of the overall
return. Direct incremental transaction costs related to the acquisition, issue or disposal of a financial
instrument are alsotaken into account in the calculation. Once a financial asset ora group of similar financial
assets has been written down as a result ofan impairment loss, interestincome is recognised using therate of
interest usedto discountthe future cash flows for the purpose of measuring the impairment loss (see Note

1(p))-

Fees and commission income which are not an integral part of the effective interest rate are generally
recognised in the Income Statement within ‘Other income’ as the related service is provided.

Dividend income is recognised when the right toreceive payment is established and recognised in the Income
Statement as Investment income.

Gains and losses on disposal are determined by comparing the proceeds with the carrying amount and are
recognised within 'Profit on disposal of investments' in the Income Statement.

Management fees
Management fees payable to funds are included as an expense with in administrativeexpenses. Fees payable

are charged to the Income Statement as incurred.
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UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

(p Impairments

Financial assets

The Company assesses at the end ofeach reporting period whether there is objective evidence that a financial
assetorgroup offinancial assets is impaired. A financialassetorportfolio of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition oftheasset and that event (or events) has an impact on the
estimated future cash flows ofthe financialassetor group of financial assets that can be reliably estimated.

Financial assets carried at amortised cost — the criteria that the Company uses to determine that there is
objective evidence of an impairment loss include:

significant financial difficulty of the issuer or obligor;
a breach of contract, such as a default or delinquency in interest or principal payments;
the company, for economic or legalreasons relating to the borrower's financial difficulty, granting to the
borrower a concession that the lender would not otherwise consider;
it becomes probable that the borrower will enter bankruptcy or other financial reorganisation;

¢ the disappearance of an active market for that financial asset because of financial difficulties; or
observable dataindicatingthatthere is a measurable decrease in the estimated future cash flows froma
portfolio of financial assets sincethe initial recognition ofthose assets, although the decrease cannot yet
be identified with the individual financialassets in the portfolio, including ad verse changes in the payment
status ofborrowers in the portfolio; and national or local economic conditions that correlate with defaults
on the assets in the portfolio.

Ifthere is objective evidencethatan impairment loss ona financialassetor group of financial assets has been
incurred, the amount of the loss is measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows dis counted at the financial asset's original efféctive interest rate.
The asset's carrying amount is reduced and the amount of the loss is recognised in the Income Statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to anevent afterthe impairment was recognised, the previously recognised impairment loss is
reversed in the Income Statement.

Financial assets designated as available-for-sale — in addition to the criteria noted above, in the case of
equity investments classified as available-for-sale, a significant or prolonged decline in the fair value of the
asset below its cost, is also evidence that the assets are impaired.

When a decline in the fair value of a financial asset classified as available-for-sale has previously been
recognised in other comprehensive income and there is objective evidence that the asset is impaired, the
cumulative loss (measured as the difference between the acquisition cost and current fair value, less any
impairment loss on that financial asset previously recognised in the Income Statement) is removed from other
comprehensive income and recognised in the Income Statement. If, in a subsequent period, the fair value
increases andthe increase can be objectively related to an event occurring after the impairment loss was
recognised in the Income Statement, the increase in fair value is recognised through other comprehensive
income.

Non-financial assets

Non-financialassets are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying valuemay not be recoverable and at the end of each reporting period. An impairment loss is
recognised for the amount by whichthe asset’s carryingamount exceeds its recoverable amount. Impairment
losses are recognised in the Income Statement.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1.

Significant accounting policies (continued)

®

@

(r)

Impairments (continued)

Non-financial assets (continued)

The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. In assessing
value in use, the estimated futurecash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments ofthetime value of money and therisks specific to the asset. For
an assetthatdoes notgenerate largely independent cash inflows, the recoverable amount is determined for
the cash-generating unit to which the asset belongs.

Atthe end of each reporting period the Company assesses whetherthereis any indication that an impairment
loss recognised in prior periods may no longerexist or may have decreased. Ifany suchindicator exists, and
there has been a change in the estimates used to determine the asset's recoverable amount since the last
impairment was recognised, the previously recognised impairment loss is reversed through the Income
Statement. An impairment loss is reversed only to theextent that theasset's carrying amountdoes not exceed
the amount that would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

Jointly controlled entities and associates - In assessing whether there is any indication that an asset may be
impaired, the Company considers, as a minimum, the following indications:

. during the period, an asset's market value has declinedsignificantly more than would beexpectedas a
result of the passage of time or normal use;
. significant changes with an adverse effecton theentity have takenplaceduring the period, or will take

place in the near future, in the technological, market, economic or legal environment in which the
entity operates or in the market to which an asset is dedicated;

. market interest rates or other market rates of return on investments have increased during the period,
and those increases are likely to affect the discount rate used in calculating an asset's valuein use and
decrease the asset's recoverable amount materially;

. evidence is available fromintemalreporting that indicates thatthe economic performance of an asset
is, orwill be, worse thanexpected.

Subsidiaries - In respect of investments in subsidiaries this assessment caninclude reviewing factors such as
the solvency, profitability and cash flows generated by the subsidiary.

Finance costs

Finance costs comprise interest payable onborrowings, net ineffectiveness on fair value hedge and foreign
exchange gains and losses in relation to balances notincluded within the fair value hedge. Interestpayable is
recognised in the Income Statement using the effective interest rate method. The effective interest rate is
established on initial recognitian of the financial liability and is not subsequently revised.

Taxation

Current income tax which is payable/receivable on taxable profits/losses is recognised as an expense/credit in
the period in which the profits/losses arise. The currentincome taxcharge/credit is calculated on the basis of
the tax laws enacted or substantively enacted at the Balance Sheet date.

Deferred tax is recognised in full, using the liability method, on temporary differences arising between the
tax bases ofassets and liabilities and their carrying amounts in the financial statements. However, deferred
tax is not accounted forifit arises frominitial recognition ofan asset or liability in a transaction other than a
businesscombination that at the time ofthe transaction affects neither accounting nor taxable profit or loss.
Deferred tax is determined usingtaxrates that have been enacted or substantially enacted by the Balance
Sheet date which are expected to apply when the related deferred taxasset is realised or the deferred tax
liability is settled.
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UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

1. Significant accounting policies (continued)

(r) Taxation (continued)

Deferred tax assets are recognised where it is probable that future taxable profit will be available against
which the temporary differences can be utilised. Deferred taxis provided on temporary differences arising
from investments, except where the timing of the reversal of the temporary difference is controlled by the
Company and it is probable thatthe difference will not reverse in the foreseeable future. The tax effects of
lossesavailable for carry forward are recognised as an asset when it is probable that future taxable profits
will be available againstwhich these losses canbe utilised. Deferred taxrelated to fair value re-measurement
of available-for-sale investments which are charged or credited to the Statement of Comprehensive Income,
is also credited or charged directly to equity and is subsequently reclassified to the Income Statement
together with the deferred gain or loss. :

Deferred and currenttaxassets and liabilities are offset whenthey arisein the same taxreporting group and
where there is both a legalright of offset and the intention to settle on anet basis or to realise the asset and

settle the liability simultaneously. Tax on the profit or loss for the year is recognised in the Statement of
comprehensive income within Taxation and comprises only current tax No provision for deferred taxis

required under IAS 12 “Income Taxes” as no timing differences have arisen which would result in deferred

taxon assets and liabilities. .

(s) Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when there is a

legally enforceable right to offset the recognised amounts andthere is an intentionto settle on a net basis or
realise the asset and settle the liability simultaneously.

2. Critical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions in
applying theaccountingpolicies thataffect the reported amounts of assets, liabilities, income and expenses. Due
to the inherentuncertainty in making estimates, actual results reported in future periods may be based upon
amounts which differ fromthose estimates. Estimates, judgements and assumptions are continually evaluated
and are based on historical experience and other factors, including expectations of future events thatare believed
to bereasonable underthe circumstances. Revisions to accounting estimates are recognised in the period in
which the estimate is revised and in any future periods affected. The significant judgements made by
management in applying Company's accounting policies and the key sources of estimation uncertainty in these
financialstatements, which together are deemed critical to the Company's results and financial position, are
discussed below.

Critical judgements in applying the entity's accounting policies

The cﬁf{caljudgements thathavebeen madein the process of applying the Company's accounting policies are
addressed below.

(a) Designation of financial instruments
The Company has classified its financial instruments in accordance with IAS 39 Financial Instruments:
Recognition and Measurement. In some instances the classification is prescribed whilst in others the
Company is able to exercise judgement in determining the classification as follows:

e Non-derivative financial assets, other than those held for trading, where there is no active market and
which have fixed or determinable payments are classified as ‘loans and receivables’;

¢ In addition the venture capital exemption is taken for investments where significant influence or joint
control is presentandthe investing area operates as a venture capital business. These investments are
designated 'at fair value through profit orloss'. The policy is applied consistently across the Company's
portfolios. Judgementis applied when determining whether ornot a business area operates as a venture
capitalbusiness. The judgement is based on consideration of whether, in particular, the primary business
activity is investing for currentincome, capital appreciation or both; whether the investment activities are
clearly and objectively distinct from any other activities of the Company; and whether the investee
operates as a separate business autonomous from the Company;
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2.

Critical accounting estimates and judgements (continued)

(a) Designation of financial instruments (continued)

The Company has chosen not to designate any financial assets as ‘held to maturity’;
A financial asset acquired principally for the purpose of selling in the short term and derivatives are
classified as at ‘fair value through profit and loss’;

e Allother financial assets are classified as ‘available-for-sale’; and

All other financial liabilities are classified as ‘at amortised cost’.

The accounting treatment of these financial instruments is set out in the relevant accounting policy .

Critical accounting estimates and assumptions

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are addressed below.

(b) Impairment of investments

As explainedin theaccounting policy, investment s ecurities are continually reviewed atthe specific investment
levelfor impairment. Impairment is recognised when there is objective evidencethat a s pecific financial asset is
impaired. Objective evidence of impairment mightincludea significant or prolonged decline in market value
below the original costofa financial assetand, in the case of debt securities, non-receipt of due interest or
principal repayment, a breach of covenant within the security’s terms and conditions or a measurable decrease
in the estimated future cash flows since their initial recognition. The disappearance of active markets, declines
in market value and ratings downgrades donot in themselves constitute objectiveevidence of impairment and,
unless a default has occurred on a debt security, the determination of whether or not objective evidence of
impairment is present at the Balance Sheet date requires the exercise of management judgement.

In determining whether an impairment loss has been incurred in respect of an available -for-sale financial
asset, the Company performs an objective review ofthe current financial circumstances and future prospects
of the issuerand, in the case ofequity shares, considers whether there has been a significant or prolonged
decline in the fair value of that asset below its cost. This consideration requires management judgement.
Among factors considered by the Company is whether the decline in fair value is a result of a change in the
quality of the asset or a downward movement in the market as a whole.

(c) Fair values

In accordance with [FRS 13 Fair Value Measurement, the Company categoris es financial instruments carried
on the Balance Sheetat fair value usinga three level hierarchy. Financial instruments categorised as Level 1
are valued using quoted market prices and therefore there is minimal judgement applied in d etermining fair
value. However, the fair value of financial instruments categorised as Level 2 and, in particular, Level 3 is
determined using valuation techniques including dis counted cash flow analysis and valuation models. These
valuation techniques involve management judgement and estimates the extent of which depends on the
complexity of the instrument and the availability of market observable information.

Valuation techniques for Level 2 financial instruments use inputs thatare based on observable market data.
Level 3 financial instruments are those where at least one input which could have a significant effect on the
instrument's valuation is not based on observable market data. At 31 December 2017 the Company classified
£391,973,000 of financial assets (2016: £367,928,000) as Level 3 financial instruments.

The largest asset class classified as Level 3 is the Company's available-for-sale assets. Venture Capital
investments are valued using Intemational Private Equity and Venture Capital Guidelin es which require
significant management judgement in determining appropriate earnings multiples to be applied in
determining fair value. Unlisted equity investments are valued using a number of different techniques which
require management toselect themost appropriate assumptions, including eamings multiples, valuations to
net assets, and estimated future cash flows.
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UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2.

Critical accounting estimates and judgements (continued)

(d) Deferred tax
Deferred tax assets and liabilities require management judgement in determining the amounts to be
recognised. In particular, when assessing the extent to which deferred taxassets should be recognised,
considerationis given to the timing, nature and level of future taxable income. The recognition of deferred
tax assets relating to tax losses carried forward relies on profit projections and taxable profit forecasts
prepared by management, where a number of assumptions are required based on the levels of growth in
profits and the reversal of deferred tax balances.

Going concern— Principles underlying going concern assumption
The Directors are satisfiedthatit is the intention ofthe Group that its subsidiaries, including the Company, will

continue to have access to liquidity and capital resources for the foreseeable future and, accordingly, the
financial statements have been prepared on a going concern basis.
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Investment income 2017 2016
£000 £000

Dividend income fromsubsidiaries 319,150 3,768
Available-for-sale financial assets 337 571
319,487 4,339

Other income 2017 2016
£000 £000

Interest received 1,925 -
Reversaloflegal provision 1,027 -
2,952 -

Administrative expenses 2017 2016
£000 £000
Legal and professional fees 3 30
Managementfees - 135
3 165

Forthe yearended 31 December2017 and 31 December 2016, the audit fee has been accrued and paid centrally
by a fellow group subsidiary, Bank of Scotland plc, which makes no recharge to the Company.

The Company has no employees (2016: nil).

The Directors, who are considered to be key management, received no remuneration in respéct of their services
to the Company. The emoluments of the Directors are paid by a fellow group undertaking on behalf of the
ultimate parent, Lloyds Banking Group plc, which makes no recharge to the Company. The Directors are also
directors ofa number ofother subsidiaries of the Group and are also substantially engaged in managing their
respective business areas within the Group, it is therefore not possible to make an accurate apportionment of
Directors emoluments in respect of their services to each of the subsidiaries. Accordingly, these financial
statements include no emoluments in respect of the Directors.

Impairment charge Note 2017 2016
£000 £000
Net impairment charge of investments 12 23,770 3,294

23,770 3,294




UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

8.

10.

23

Finance costs Note 2017 2016
£000 £000
Interest expense 2,336 264
Foreign exchange:
Net ineffectiveness on fair value hedge 18 21 (76)
Other - -
Total foreign exchange 21 (76)
Totalfinance costs 2,357 188
Income tax credit/(charge) 2017 2016
£000 £000
Currenttax
Current year 4,589 44)
Adjustments in res pect of prior years - -
4,589 (44)
Deferredtax
Deferred tax charge forthe year 6,862 4,472
Impact of change in taxrate (89) (224)
6,773 4,248
Total income tax credit 11,362 4,204

Reconciliation of effective tax rate
The income tax credit (2016: credit) is better (2016: better) thanthe standard rate of corporation tax in the UK of

19.25% (2016: 20.00%) applied to the profit for the year due to the following factors:

2017 2016

£000 £000
Profit/(loss) before tax 285,287 (23,870)
Income tax using the corporation taxrate of 19.25% (2016: 20.00%) (54,918) 4,774
UK dividends receivednottaxable 61,436 753
Impact ofchange in rate of corporation tax 89) (224)
Tax losses whereno DT recognised (pre viously unrecognised) 1,972 (1,234)
Adjustments for prior years - -
Gains exempt or covered by capital losses ) 2,960 135
Totalincome tax credit - 11,362 4,204

The current taxasset 0££4,589,000 (2016: £44,000 liability) represents the amountofincome taxes receivable in
respect of current and prior years.

The Finance (No.2) Act 2015 reduced the main rate of corporation taxto 19% with effect from 1 April 2017.
The Finance Act2016 furtherreduced the main rate of corporation taxto 17% with effect from 1 April 2020.
Interests in jointly controlledentities

The Company holds anumber of investments in jointly controlled entities. In both the current year and prior year
these had been fully impaired with no movements in the year.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

11. Investments insubsidiary undertakings 2017 2016
£000 £000

As at 1 January 16,595 16,595
Additions . 29,853 -
Disposals (16,593) -

As at 31 December 29,855 16,595

Details ofthe subsidiary undertakings are noted below.

At 31 December 2017, the Company held 100% ofthe ordinary shares in each ofthe companies listed:

Name of company Principal ) Reference Registeredaddress
business date
Bank of Scotland Capital FundingLP  Debt Issuance 31 December  Sanne Group, 13 Castle
‘ Street, St Helier, Je4 5ut,
Jersey
HBOS Capital Funding LP Investment / Debt Issuance 31 December  Sanne Group, 13 Castle
‘ Street, St Helier, Je4 Sut,
Jersey
HBOS Capital FundingNo 1LP Investment/Debt [ssuance 31 December  Sanne Group, 13 Castle
Street, St Helier, Je4 Sut,
Jersey
HBOS Capital Funding No 3LP Investment/Debt Issuance 31 December  Sanne Group, 13 Castle
Street, St Helier, Je4 Sut,
Jersey
HBOS Capital FundingNo 4 LP Investment/Debt Issuance 31 December  Sanne Group, 13 Castle
Street, St Helier, Je4 Sut,
Jersey
Uberior Fund Investments Limited Investment 31 December The Mound, Edinburgh,
EH1 1YZ
Uberior Ventures Limited . Investment 31 December  The Mound, Edinburgh,
EH1 1YZ
BOS Edinburgh No. 1 Limited Investment 31 December  The Mound, Edinburgh,
EH1 1YZ
Bank of Scotland Insurance Services  Insurance 31 December  Ey AtriaOne, 144
Limited Morrisson Street,
Edinburgh, EH3 8EB
Prestonfield Investments Limited -  Investment 31 December The Mound, Edinburgh,
c e EH] lYZ e b
Uberior Equity Limited ' Investment 31 December The Mound, Edinburgh,
EH1 1YZ
Horizon Capital 2000 Limited Investment 31 December  The Mound, Edinburgh,
EH1 1YZ
Uberior Trading Limited Investment 31 December  The Mound, Edinburgh,
EH1 1YZ

The proportion of votingrights in the subsidiary undertakings held directly by the Company does not differ from
the proportion of ordinary shares held.
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UBERIOR INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

12. Investments 2017 2016
£000 £000
Investments

Loans & Advances 35,632 -
Debt securities 1,000 -
Equity securities 391,973 367,928
428,605 . 367,928

Income Statement impairment charge in the year:
Equity securities - 3,294
- 3,294

(a) Loans & Advances
The movement in loans and advances canbe summarised as follows:

2017 2016
£000 £000
Loans & Advances
As at 1 January - -
Additions 59,402
Impairment (23,770) -
As at 31 December 35,632 -

(b) Debt securities
The movement in debt securities classified as loans and receivables can be summarised as follows:

2017 2016

£000 £000
Gross debt securities
As at 1 January 41,575 41,737
Exchange translation 38 (162)
Additions 1,000 -
Disposals . (40,000) -
As at31 December 2,613 41,575
Provision for impairment
As at 1 January 41,575 41,737
Exchange translation 38 (162)
Disposals (40,000) -
As at 31 December 1,613 41,575

Net debt securities

As at 31 December 1,000 -
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NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2017

12. Investments (continued)

(¢) Equity securities

The movement in equity securities canbe summarised as follows:

For the year ended 31 December 2017

At 1 January 2017

Exchange translation

Movements in AFS equity securities
Changesto fair value

Additions

Disposals

Impairment

As at 31 December 2017

For the year ended 31 December 2016

At 1 January 2016

Exchange translation

Movements in AFS equity securities
Changes to fair value

Additions

Disposals

Impairment

As at 31 December 2016

Designated at

fair value Available-
through -for-

profit or loss sale Total

£000 £000 £000

37,445 330,483 367,928

- 393 393

- 21,245 21,245

(25,399) - (25,399)

116 42,925 43,041

36) (15,199) (15,235)

12,126 379,847 391,973

Designatedat

fair value Available
through -for-

profit or loss sale Total

£000 £000 £000

62,678 234,861 297,539

- 4,449 4,449

- 981 981

(25,233) - (25,233)

- 101,869 101,869

- (8,383) (8,383)

- (3,294) (3,294)

37,445 330,483 367,928

The Company has a number of significant holdings that are accounted for as fair value investments. If these
holdings were accounted foras associates the Company would have recognised additional profit for the year of
£25,256,000 (2016: £2,570,000) and a share of net assets of £329,033,000 as at 31 December 2017 (2016:

£283,201,000). Significant holdings which are material to the Company are disclosed below:

Company
BoS Mezzanine Partners Fund, L.P.

BGF Group plc

% of Capital Held

49.99%
24.398%
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

13. Deferredtax assetand liabilities

Recogniseddeferredtax assets andliabilities
Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net
2017 2016 2017 2016 2017 2016
£000 £000 £000 £000 £000 £000

AFSequities - - (5,951) (1,934) (5,951) (1,934)
Designatedat fair vaiue
through profit or loss equities ) ) (2,137) (6.963)  @,137) (6,963)
Other 3,850 1,903 - - 3,850 1,903
Total 3,850 1,903 (8,088) (8,897) (4,238) (6,994)
Movement in temporary differences in the Balanceat  Recognised Recognised Balance at
year 1Jan 2017 in income in equity 31Dec2017

£000 £000 £000 £000
Impairments on AFS equities 1,903 1,947 - 3,850
AFSequities (1,934) - 4,017) (5,951)
Des_lg_,natedat fair value through profit orloss (6,963) 4,826 ) @,137)
equities
Total (6,994) 6,773 (4,017) (4,238)
Movementin temporary differences in the prio Balance at Recognised Recognised Balance at
year 1Jan2016 in income in equity 31 Dec 2016

£000 £000 £000 £000
Impairments on AFS equities 2,448 (545) - 1,903
AFSequities (2,450) - 516 (1,934)
Designatedat fair value through profit orloss
equities (11,757) 4,794 - (6,963)
Total (11,759) 4,249 516 (6,994)

Deferred tax assets 0of £5,987,000 (2016: £7,981,000) relating to assets carried at amortised costor fairvalue have
not been recognised on the basis thatthe company has insufficient forecast taxable profits to recover the assets in
future periods. Once crystallised, following disposal of the assets, capital losses can be carried forward

indefinitely.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017
14. Cash and cash equivalents 2017 2016
Note £000 £000
Bank overdraft 21 (159,278) (187,994)
(159,278) (187,994)

15.

16.

17.

The bank overdraft was an interest free facility provided by another Group company and was repayable on
demand.

Capital and reserves

Capital risk management

The distributable reserves of the Company are managed through the Lloyds Banking Group plc Capital and
Funding Policy in order to maximise capital efficiency within the Group. Dividends are paid from
reserves available for distribution to the parentundertaking as reported by the previously approved annual report
and financial statements according to parameters set out at a Group level so as to avoid any build up of reserve
balances within the Company. Other reserves, such as those arising on the revaluation of assets classified as
‘available-for-sale’ that are recognised in other comprehensive income and accumulated in equity, are not
managed as part of capital.

Share capital
2017 2016
£000 £000
Ordinary shares
In issue at 1 Januaryandat 31 December— fully paid 2,000 2,000
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The holder ofthe Ordinary Shares is entitled to receivedividends as declared from time to time and is entitled to
vote at meetings of the Company.

Available-for-sale reserve
The AFSreserve includes the cumulative net change in the fair value of AFS investments until the investment is
derecognised through disposal or becomes impaired.

Interest-bearing loans and borrowings

2017 2016

£000 £000

Unsecured bank loans = 117,278 70,002
117,278 70,002

Terms and debt repayment schedule

The term loans are unsecured and representamounts due to a fellow group subsidiary, Bank of Scotlandplc. The
term loans fall due for repayment from 31 January 2018 to 26 April 2018 (2016: from 31 January 2017 to 31
March 2017). Loans arerolled forward on an ongoingbasis. Interest is fixed on each loan at the date the loan is
advanced to the Company, with a rates ranging from 0% to 0.52% (2016: from 0% to 0.39%).

The carrying amounts ofthe Company’s borrowings denominated in Euros are £7,876,000 (2016: £20,002,000)
and the carrying amounts denominated in pound sterling are £109,402,000 (2016: £50,000,000).

Trade and other payables 2017 - 2016
£000 £000
Accruals and deferredincome - 1,006

- 1,006
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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18.

Financial instruments

The Company's activities exposeit to a variety of financialrisks: credit risk, market risk (including interest rate
risk, foreign exchange risk, and equity risk) and liquidity risk and these risks are managed within the framework
established forthe Group. Risk management within the Group is carried out by a central treasury department
(“Group Treasury”). Group Treasury identifies, evaluates andhedges financial risks in close co-operation with
the Group's operating units. The Group provides written principles for overall risk management, as well as
written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative financial instruments, and investment of excess liquidity .

Credit risk

Creditrisk is the risk of financial loss froma counterparty's failure to settle financial obligations as they fall due.
Credit exposures arise in the normal course ofthe Company's business, principally from investment activities
that bring debt securities into the Company's asset portfolio. There is no exposure to credit risk at the balance
sheet date.

Cash and cash equivalents representing the intercompany balances within the Group have an internal credit
rating of better than satisfactory.

Market Risk
Marketriskis defined as the potential loss in value or eamings ofthe Company arising fromchanges in external
market factors such as.

e Interest rates (interest rate risk)
e Foreign exchange rates (foreign exchange risk)
e Equity markets (equity risk)

At the reporting date, the Company's exposure to market risk arose from foreign exchange and equity risk.

Interestrate risk :
Interest raterisk exists where the Company's financial assets and liabilities have interest rates set under different

bases, or which reset at different times.

As the Company’s interest-bearing loans and borrowings have fixed interest rates, it is not considered to have any
significant interest rate exposure.

Foreign exchange risk

Foreign exchange risk arises on monetary financial assets (included in "investments", and "cash and cash
equivalents”) andborrowings denomirated in a currency otherthan Pounds Sterling. The currency giving rise to
this risk is the Euro. The Company follows a policy of ensuring that all foreign currency financial assets are
matched with borrowings in the same currency, thus minimal sensitivity to foreign exchange exposure is
consideredto exist. Whenthere is an impairment of an available-for-sale non monetary asset the impairment is
calculated in functional currency and therefore includes some of the impact of foreign currency translation.

The Company operates a fair value hedgeto mitigate the foreign exchange risk arising from the impaired historic
cost ofavailable-for-sale equity instruments. This risk is hedged througha net portfolio of foreign currency fixed
interest borrowings and deposits with £7,876,000 foreign currency fixed interest termloans being designated in a
fair value hedge relationship at year end (2016: £20,002,000).

The fair value hedge results in foreign exchange gains or losses on the hedged portion of AFS assets being
transferredoutofthe AFSreserve in equity and classified in the Income Statement against the foreign exchange
gain orloss ofborrowings designated in a hedge relationship. The following net ineffectiveness on fair value
hedge was recognised throughout the year:

2017 2016

£000 £000
Foreign exchange gain on hedging instrument 414 4,525
Foreign exchangeloss on hedged item (393) (4,449)

29

Net ineffectiveness on fair value hedge 21 76
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18. Financial instruments (continued)

Equity Risk

Equity risk exists from the Company's exposure to unlisted equity securities. The Company undertakes a full
assessment of eachentity's potential for value creation prior to entering into a new transaction. Thereafter the
performance of each investment is continually monitored and action taken as deemed appropriate in the
circumstances. Further information about the Company's sensitivity to changes in the fair value of equity
investments is setoutbelow and in Note 19 to the financial statements. At thereporting datethe carrying value of
equity investments amounted to£431,789,000 (2016: £367,928,000). For investments carried at fair value through
profit or loss changes in fair value would have a direct impact on profit before tax (PBT) whereas AFS
investments will be recognised in other comprehensive income throughthe AFS reserve, unless the investment is
deemed to be impaired and changes in fair value taken to the Income Statement. The table below sets out the
sensitivity of PBT and the AFS reserve (before tax) to a 10% fall in fair value of equity investments as at the
Balance Sheet date.

2017 2017 2016 2016

PBT  AFS reserve PBT  AFSreserve

£000 £000 £000 £000

Unlisted equity investments 26,355 12,842 28,905 7,864
26,355 12,842 28,905 7,864

The investment portfolio remains well diversified across fund managers and underlying investment sector.

The underlying investment sector has concentrations around Retail and Professional Services (28%, 2016: 37%),
Manufacturing (21%; 2016: 20%), and Healthcare (5%; 2016: 5%), but is otherwise well diversified overa variety
of investment sectors.

Geographic exposure is wholly within the UK (100%; 2016: 100%) and there is an insignificant market
concentration outside of the European Union at the fund manager level.

Liquidity risk

Liquidity risk is the risk that the Company does nothave sufficient financial res ources tomeet its obligations when
they falldue, or will have to do so at excessive cost. This risk can arise from mismatches in the timing of cash
flows relating to assets, liabilities and off-Balance Sheet instruments. The Company's short term liquidity
requirements are supported by a facility with another Group company subject to internal limits. Overall liquidity
ofthe Group is managed centrally.

The table below sets out the cash flows payable by the Company in respect of financial liabilities, by remaining
contractual undiscounted repayments of principal and interest at the Balance Sheet date.

ey

As at31 December 2017 Uptol 1-3 3-12 1-5 >5 years

month  months months years Total
£000 £000 £000 £000 £000 £000
On Balance Sheet
Interest-bearing loans & borrowing 7,876 50,000 59,402 - - 117,278
Trade and other payables - - - - - -
Bank Overdraft 159,278 - - - - 159,278
Off Balance Sheet
Undrawn financial commitments 8,659 5,000 22,500 54,250 - 90,409

Total liabilities 175,813 55,000 81,902 54,250 - 366,965
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18. Financial instruments (continued)

As at31 December 2016 Uptol 1-3 3-12 1-5 >S5 years

month  months months years Total
£000 £000 £000 £000 £000 £000
On Balance Sheet
Interest-bearing loans & borrowing 20,002 50,000 - - - 70,002
Trade and other payables 1,000 6 - - - 1,006
Bank Overdraft 187,994 - - - - 187,994
Off Balance Sheet ‘
Undrawn financial commitments 14,070 18,359 18,359 - - 50,788
Total liabilities 223,066 68,365 18,359 - - 309,790
19. Fair values
The fair values together with the carrying amounts shown in the Balance Sheetare as follows:
Carrying Fair Carrying Fair
amount value amount value
2017 2017 2016 2016
Note £000 £000 £000 - £000
Equity securities - AFS 12 379,847 379,847 330,483 330,483
Equity securities designated at fair value
throughtheprofitandloss 12 12,126 12,126 37,445 37,445
Debt Securities i 12 1,000 1,000 - -
Loans & Advances 12 35,632 35,632 - -
Bank overdraft 14 (159,278) (159,278) (187,994) (187,994)
Interest-bearing loans and borrowings 16 (117,278) (117,278) (70,002) (70,002)
Trade and other payables 17 - - (1,006) (1,006)
152,049 152,049 108,926 108,926

Unrecognised (losses)/gains - -

Estimation of fair values
The following summarises the major methods and assumptions used in estimating the fair values of financial

instruments reflected in the table above.

Equity securities S

Fair value ofunlisted equity securities is calculated in accordance with the Group valuation policy and with the
International Private Equity Venture Capital guidelines. For fund investments, the capitalaccount value perthe
mostrecent fund managerreport is taken and then adjusted if necessary, to align valuation techniques with the
Group valuation policy. For direct investments, a valuation is calculated using a methodology based on
applying comparable sector multiples to the investment's maintainable eamings.

Debt securities
Debt securities are carried on the Balance Sheetat amortised cost usingthe effective interest rate method less

provision for impairment. It is consideredthatthe carrying value ofthose debtsecurities reflects the fair value.

Bank balances and bank overdraft
The fair value of bank balances and bank overdraft is considered to be equal to their carrying value.

Trade and other payables
Forpayables with aremaining life of less than oneyear, thenotionalamount is deemed toreflect the fair value.
All other payables are discounted to determine the fair value.

Interest-bearing loans and borrowings
Fair value is calculated based on discounted expected future principal and interest cash flows.
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19. Fair values (continued)
Fair value of financial instruments carried at fair value
The tables below provide an analysis ofthe financial assets and liabilities of the Company that are camed at fair
value in the Company's Balance Sheet, grouped into Levels 1to 3 based on the degree to which the inputs to fair
value are observable.

Valuation hierarchy Note Level 1 Level 2 Level 3 Total

At 31 December 2017 £000 £000 £000 £000
Financial assets at fair value through profit _ _ 12,126 12,126
and loss

Available-for-sale financial assets - - 379,847 379,847
Totalfinancial assets 12(c) - - 391,973 391,973
Valuation hierarchy Note Level 1 Level 2 Level 3 Total
At 31 December 2016 £000 £000 £000 £000
Financial assets at fair value through profit _ _ 37,445 37,445
and loss

Available-for-sale financial assets - - 330,483 330,483
Total financialassets 12(¢) - - 367,928 367,928

The valuations of financial instruments have been classified intothreelevels according to the quality and reliability
of information used to determine the fair values.

Level 1 portfolios

Level 1 fair value measurements are those derived fromunadjusted quoted prices in active markets for identical
assets or liabilities. Products classified as Level 1 predominantly comprise listedequity shares, treasury bills and
other government securities

Level 2 portfolios

Level 2 valuations are those where quoted market prices are not available, for example where the instrument is
traded in a market that is not considered to be active or valuationtechniques are used to determine fair value and
where these techniques use inputs that are based significantly on observable data.

Level 3 portfolios

Level 3 portfolios are those where at least one input which could have a significant effect on the instrument's
valuation is notbased on observable market data. Such instruments include the Company's venture capital and
unlisted equity investments which are valued using various valuation techniques that_require significant
management judgment irdetermining appropriate assumptions, including earnings multiples afid estimated future
cash flows.The following table shows the reconciliation fromthe opening balances to theclosing balances for fair
value movement in Level 3 of the fair value hierarchy:
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Y

Fair values (continued)

At 1 January2017

(Losses)/gains recognised in:

- Income Statement

- Other comprehensive income
Additions

Disposals

At 31 December 2017

Forassets heldat the end ofthe reporting year:
Total(losses)/gains included in Income Statement
for the year

Total(losses)/gains included in other
comprehensive income forthe year

At 1 January2016

Gains/(losses) recognised in:

- Income Statement

- Other comprehensive income
Additions

Disposals

At 31 December 2016

Forassets heldat the endofthe reportingyear:
Totalgains included in Income Statement forthe
year

Totalgains included in other comprehensive
income for the year

Trading and other

financial assets at fair Available Total
value through profit or -for- financial
loss sale assets
£000 £000 £000
37,445 330,483 367,928
(25,399) 393 (25,006)
- 21,249 21,249
116 42,920 43,036
36) (15,198) (15,234)
12,126 379,847 391,973
(22,215) 3,769 (18,446)
- 82 " 82
Trading and other
financial assets at fair Available Total
value through profit or -for- financial
loss sale assets
£000 £000 £000
62,678 234,861 297,539
(25,233) 1,155 (24,078)
- 981 981
- 101,869 101,869
- (8,383) (8,383)
37,445 330,483 367,928
(25,233) 3,769 (24,079)
- 981 981

Althoughthe Company believes thatits estimates of fair values are appropriate, the use of different methodologies
or assumptions could lead to different measurements of fair value. The valuation techniques used for unlisted
equities and venture capital investments vary depending onthe nature ofthe investment. Further details of these
are given below. As these factors differ for each investment depending on the nature of the valuation technique
used and the inputs thereis no single common factor that could be adjusted to provide a reasonable altemative

valuation for these investments portfolios.
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19. Fair values (continued)

Changing one ormore ofthe unobservable inputs used to reasonably possible alternative assumptions would have
the following effects:

As at 31 December 2017 As at 31 December2016
Fair  Favourable Unfavourable Fair  Favourable Unfavourable
value changes changes value changes changes
£000 £000 £000 £000 £000 £000
Financial assets at
fair value through
profit or loss
Equity securities 12,126 20,677 8) 37,445 - 4.461)
Available-for-sale
financial assets
Equity securities 379,847 32,897 (37,988) 330,483 28,063 (33,042)
Financial assets 391,972 53,574 37,996) 367,928 28,063 (37,503)

Both favourable andunfavourable movements in respect of financial assets at fair value through profit or loss
would be recognised in the Income Statement. Favourable movements in respect ofavailable -for-sale assets would
be recognised in other comprehensive income.

The main instruments where Level 3 valuations have been used are described below:

Equity investments (including venture capital)

Unlisted equities and fund investments are accounted for as financial assets at fair value through profit or loss or
as available-for-sale financial assets. These investments are valued using different techniques as a result of the
variety of investments across the portfolio in accordance with the Group's valuation policy and are calculated
using International Private Equity and Venture Capital Guidelines.

Dependingon the business sector and the circumstances ofthe investment, unlisted equity valuations are based on
eamings multiples, net asset values or discounted cash flows.

¢ A numberofeamings multiples are used in valuing the portfolio including price earnings, eamings before
interest and tax and eamings before interest, tax, depreciation and amortisation (EBITDA). The particular
multiple selectedbeingappropriate forthe type of business being valued and is derived by reference to the
current market-based multiple. Consideration is given to the risk attributes, growth prospects and financial
gearing of comparable businesses when selecting an appropriatemultiple, and as such this multiple has been
considered in establishing the possible alternatives above.

¢ Discountedcash flow valuations use estimated future cash flows, usually based on management forecasts, with
the application of appropriate exit yields orterminalmultiples and discounted using rates appropriate to the
specific investment, business sector orrecent economic rates ofreturn. Recent transactions involving the sale
of similar businesses may sometimes beused as a frame ofreference in deriving an appropriate multiple. The
rates of discount applied have been considered in establishing the possible alternatives above.

o Forfund investments the mostrecent capitalaccount value calculated by the fund manageris usedas the basis
for the valuation and adjusted, if necessary, to align valuation techniques with the Group’s valuation policy. In
line with Interational Private Equity and Venture Capital Guidelines the values ofunderlying investments in
these portfolios havebeen considered, and possible altematives considered on both a positive and negative
basis.
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20. Finaﬁcial commitments

As at 31 December2017, the Company has undrawn commitments in private equity funds of £90,409,000 (2016:
£50,788,000). Of these, the main undrawn commitments are described below:

Business Growth Fund

In May 2011, the Group agreed, together with The Royal Bank of Scotland plc (and three other non -related
parties), to commit up to £300,000,000 each ofequity investmentby subscribing for shares in the Business Growth
Fund plc which is the company created to fulfil the role of the Business Growth Fund as set out in the British
Bankers' Association Taskforce Report of October2010. In January 2017 each party agreed to commitment of up
to an additional £250,000,000 with an annual review of what would be committed for the next year. At 31
December 2017, the Group had invested £304,032,000 (2016: £263,282,000) in the Business Growth Fund and
carried the investment at a fair value of £314,857,000 (2016: £255,847,000). Agreed commitments totalled
£84,240,000 at 31 December 2017.

Big Society Capital

In January 2012 the Group agreed, together with The Royal Bank of Scotland plc (and two other non-related
parties), to commit up to £50,000,000 each of equity investment into the Big Society Capital Fund. The Fund,
which was created as part ofthe Project Merlin arrangements, is a UK social investment fund and was officially
launched on 3 April 2012. At 31 December 2017, the Group had invested £50,000,000 (2016: £50,000,000) and
carried the investment at a fair value of £47,745,000 (2016: £46,762,000). Remaining commitments totalled £nil.

21. Related parties

The Company's immediate parent undertaking is LBG Equity Investments Limited. A number of related party
banking transactions are entered into with a fellow subsidiary Bank of Scotland plc in the normal course of
businessincluding loans and overdrafts. The Company also has related party relationships with its subsidiary
undertakings, which havearisen dueto the provision of funding to these companies. Details of the related party
balances and transactions during the year are disclosed in the table below:

Income/ Income/

(expense) (expense)

included in included in

the Income  theIncome

Statement Statement

Outstanding Outstanding for theyear  for the year

balance at balance at ended ended
Nature of 31 December 31 December 31 December 31 December Disclosure in financial
transaction 2017 2016 2017 2016 statements Counter-party
£000 £000 £000 £000 e
Bank overdraft (159,278) (187,994) - - Bank overdraft Bank of Scotland
plc

Term loans (117,278) (70,002) - - Interest-bearingloansand  Bank of Scotland
borrowings ple

Interest payable - - 418) (264) Trade & otherpayables/ Bank of Scotland
Finance costs plc

Interest payable - - (1,918) - Trade & otherpayables/ Lloyds Bank plc
Finance costs

The registered offices of related parties are noted below:

Related party Registered address
Bank of Scotland plc The Mound, Edinburgh, EH1 1YZ
LBG Equity Investments Limited . 25 Gresham Street, London, EC2V 7THN

Lloyds Bank Plc 25 Gresham Street, London, EC2V 7HN
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21.

22.

23.

24.

Related parties (continued)
Transactions with fellow subsidiary undertakings

The income tax asset of the Company relates to taxation receivable from fellow subsidiary undertakings. The
receivable balance at the end of the year was £13,000 (2016: £44,000 payable).

Dividends receivedfrom subsidiary undertakings

The following dividends have beenreceived fromsubsidiary undertakings:

Subsidiary ' 2017 2016

£000 £000
Uberior Infrastructure Investments Ltd 17,000 -
Uberior Equity Ltd 99,000 -
Uberior Fund Investments Ltd 28,000 -
Uberior Trading Limited 3,000 -
Uberior Ventures Limited 11,000 -
Prestonfield Investments Ltd 144,000 -
Tantallon Investments Inc 17,150 3,768
Dividends

In October 2017 the Directors approved a payment of an interim dividend of £250,000,000 (2016: £nil) to its
immediate parent company at that time, Bank of Scotland plc.

Parentundertakings
The immediate parent company is LBG Equity Investments Limited.

During the year the ownership of Uberior Investments Limited transferred from Bank of Scotland plc to LBG
Equity Investments Limited.

The ultimate parent undertaking and controlling party is Lloyds Banking Group plc, which consolidates these
financial statements. Copies ofthe consolidatedannualreportand accounts of both companies may be obtained
from the Group's head office at25 Gresham Street, London, EC2V 7HN or downloaded via
www.lloydsbankinggroup.com.

Contingent Liability

The Group provides for potential taxliabilities that may arise on the basis of the amounts expected to be paid to
taxauthorities. This includes open matters where Her Majesty ’s Revenue and Customs (HMRC) adopt a different
interpretation and application of tax law which might lead to additional tax The Group has an open matter in
relation to a claim for group reliefof losses incurred in its former Irish banking subsidiary, which ceased trading
on 31 December2010. In 2013 HMRC informed the Group that their interpretation of the UK rules, permitting the
offset of such losses, denies the claim; if HMRC’s positionis foundto be correct management estimate that this
would result in an increase in current tax liabilities for the company of approximately £17,228,000 (including
interest). The Group does not agree with HMRC’s position and, having taken appropriate advice, does not
consider that this is a case where additional tax will ultimately fall due.

36



