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Euler Hermes Services UK Limited

STRATEGIC REPORT
Year Ended 31 December 2022

Principal activities

The main activity of Euler Hermes Services UK Limited (the “Company™) is to operate as a service
company for Euler Hermes UK, a branch of Euler Hermes S.A. (N.V.) (the “Group”). The Company
charges its costs plus a contractual margin. The activities of the Company also include the provision
of risk services and debt collection services mainly to Euler Hermes UK credit insurance
policyholders.

Review of the business

Total turnover across the business for 2022 was £63,979,000 (2021: £56,230,000) representing an
increase of 13.8%.

Revenues from collections services increased by 216.4% in 2022 to £6,049,000 (2021: £1,912,000)
The increase is mainly due to the transfer of collections business to the Company from Euler Hermes
Collections SP Zoo - the UK branch of an entity in Poland owned by the Group. Additionally, there
was a significant increase in the value of debts placed with the Company for collection as economic
conditions began to return to more normal levels after the impacts of the Covid-19 pandemic.

Revenues from risk services decreased by 1.7%, to £14,288,000 (2021: £14,530,000). This income
stream was negatively impacted by a slight fall in third party limit and monitoring income.

Management services revenues increased by 9.7% year on year to £43,642,000 (2021: £39,788,000)
reflecting an increase in the level of costs incurred on behalf of, and recharged to, Euler Hermes UK
during the year. Overall operating expenses increased by 14.8% to £60,802,000 (2021: 52,985,000).
The main impacts came from an increase in staff related costs as well as additional variable costs
related to revenues and higher IT costs recharged from Group.

On page 19, the result for the Company shows a profit before tax of £3,316,000 for the year (2021:
profit before tax of £2,935,000).

The Company has net liabilities of £246,000 (2021: £18,260,000). The impact of the net liabilities on
going concern is discussed in the directors’ report.

The net actuarial gain of the defined benefit pension scheme for 2022 amounted to £22,901,000
(2021: £18,012,000) reducing the profit and loss deficit to £746,000 at the year-end (2021: deficit of
£18,760,000). The Scheme’s triennial actuarial valuation as at 30 June 2020 revealed a deficit and
therefore a recovery Plan was put in place. The Company agreed to make a one-off lump sum payment
of £7,410,000 in 2021 and a monthly contribution of £668,000 payable between 1 June 2021 and 30
June 2022.

Cash at bank and in hand increased to £11,800,000 (2021: £1,861,000). The Company remains within
the cash pooling mechanism of the group.



Euler Hermes Services UK Limited

STRATEGIC REPORT (continued)
Year Ended 31 December 2022

Principal Risks

The principal risks of the Company relate to the defined benefit pension scheme as explained below
as part of business risk.

Business risk

The Company operates a defined benefit pension scheme, which was closed to further accrual of
benefits in 2012. The key risk is the performance of the scheme assets that is mitigated by the use of
an external manager named Buck Consultants Limited (“Buck”). The scheme was supported during
2022, and will continue to be supported, by an ongoing written guarantee from Euler Hermes S.A.

(N.V.).
Financial and cash flow risk

As part of the Euler Hermes S.A. (N.V.) Group, Euler Hermes Services UK Limited operates a capital
and risk management framework which covers the identification, monitoring and active management
of the main financial and operational risks faced by the Company. Due to the nature of its activities,
the Company is exposed to limited financial risks. Daily cash management and liquidity are provided
by Euler Hermes S.A. (N.V.) and do not attract exposure to financial markets.

Euler Hermes Services UK Limited is part of a Group cash pooling process, which gives a global
view of available cash for all business units. Cash is invested by the Group treasury function in order
to earn interest and yields. Based on requirements, the Company can request cash to be transferred.

Foreign exchange risk

Limited exposure to currency fluctuations may arise on the provision of contracts in foreign
currencies. The Company does not use any derivatives to cover these risks but procedures are in place
to ensure appropriate matching of assets and liabilities in currencies at any time within Euler Hermes
S.A-(N.V).

Credit and liquidity risk

Clients expose the Company to credit risk in relation to the collection of debtors’ balances arising
from unexpected defaults on commissions. The Company regularly reviews its credit control
procedures, monitors statement and dunning processes in order to identify potential defaults and can
mitigate this risk by netting any unpaid commissions from clients against future debts recovered on
their behalf.
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STRATEGIC REPORT (continued)
Year Ended 31 December 2022

Credit and liquidity risk (continued).

Aged debt reports are monitored on a weekly basis and dunning actions will continue where issues
arise. As the largest area of exposure is related to transactions with other Group entities, notably Euler
Hermes UK insurance branch, this is not anticipated as a significant risk.

The directors are satisfied that the Company's risk management processes are sufficient to mitigate
these risks.

Price risk
The Company is not exposed to extreme volatility in pricing of its risk and collection services.
Non-financial performance indicators

The Company monitors non-financial key performance indicators and undertakes specific analyses
in order to measure these. For staff purposes, an annual Engagement Survey is conducted. In 2022,
this achieved a response rate of 90% (2021: 85%). The Employee Engagement Index, calculated by
reference to key questions in the survey, achieved 64% (2021: 71%). Survey results are
communicated to all staff and the Human Resources team coordinates resulting actions.

From a customer and broker perspective, a net promoter survey is performed. The broker score
dropped to +24 in 2022 from +41 in 2021. The customer survey produced a result of +46 in 2022
compared to +38 in 2021. In both cases Euler Hermes achieved the leading score compared to its
main competitors. The specific elements of the survey, together with comments from respondees,
are analysed and discussed to determine any necessary actions.

As at 31 December 2022, five of the seven directors of the Company were male and two were female
(2021: five male, three female).

As at 31 December 2022, ten of the 13 senior managers of the Company were male and three were
female (2021: ten male, three female).

As at 31 December 2022, 176 of the 315 employees of the Company were male and 139 were female
(2021: total employees of 353, of which, 198 male and 155 female).

The Company has robust anti-fraud guidelines in place. There were no bribery or corruption related
cases during the year.

Key financial performance indicators

The Company has not been assigned specific financial key performance indicators on which its
performance can be measured. Instead, financial targets such as cost ratio, loss ratio and turnover are
defined on a consolidated level for the four (4) UK and Ireland business units of Euler Hermes SA

(N.V.).
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STRATEGIC REPORT (continued)
Year Ended 31 December 2022

s172 Statement by the directors

This section serves as statement by the directors in respect of their statutory duties in accordance with
the Companies Act 2006. Under section 172 of the UK Companies Act 2006 (‘s172”) the directors
should act in good faith and in a way most likely to promote the success of the Company and the best
interests of its members and in doing so have regard for:

- the likely consequences of any decisions in the long term;

- the interests of the Company’s employees;

- the need to foster the Company’s business relationships with customers and partners;

- the impact of the Company’s operations on the community and the environment;

- the desirability for the Company maintaining a reputation for high standards of business
conduct; and

- the need to act fairly as between members of the Company.

Our strategy

Annually, the Company has a strategic planning process incorporating commercial, financial and
operational considerations with participation from Directors and key functions. Objectives include
both long-term and short-term aims, some of which are set at Group level and refined for local
purposes. The Directors provide updates to all staff during the year on the progress against these using
a number of mediums such as Town-Hall meetings and ‘lunch and learn’ sessions.

The Company has a management team that meets regularly during the year and includes both the
directors and other key functions such as Human Resources. Steering Committees, chaired by a
director of the Company, drive all major projects defining objectives, providing support and guidance
and monitoring progress.

Directors also participate in the Company’s staff representatives forum that meets on a quarterly basis
and includes staff representatives from all business functions. Staff representatives are updated on
key topics, consulted on future initiatives, where appropriate, and have the opportunity to raise
questions on, and discuss, any business-related topics that they wish to raise.

Our employees

The well-being of, and communication to, employees is a key feature of the strategy of the directors
and staff-related topics feature prominently during key meetings, communications and presentations.

The Company conducts an annual engagement survey of all its employees. Details of the 2022 survey
~are in the Strategic report on page 4.

The Company’s defined contribution pension plan has the Pension Quality Mark (“PQM”) Plus
accreditation.
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Our employees (Continued)

The PQM recognises high quality pension schemes which have good contribution levels, good
governance, and which encourage employees to save for their future. The Company was shortlisted
for the PQM distinction award in 2019, which recognises schemes with attractive, clear, or interesting
communications for scheme members and potential members.

The Company has further sought to enhance its value to employees through introducing a Flexible
Benefits platform since 2019. This enables employees to select benefits that most suit their personal
situation. An Employee Assistance Program is available to all staff encompassing a number of areas
where staff can receive help. The Company augmented the number of staff who act as “first aiders’
with a new group of ‘mental health first aiders’ to recognise the increasing prominence in society of
mental health issues. A number of staff act as ‘Diversity Ambassadors’ to promote diversity topics
within the Company and in conjunction with other Group Companies and the wider business
community. '

Our customers and partners

As the-world leader in trade credit insurance solutions, Euler Hermes seeks to use its outstanding
business intelligence and technology to help build and safeguard our customers' futures. Each year
the aim of the Company is to both attract new customers, including those new to trade credit
insurance, and retain existing customers. In 2022, the customer retention rate, by volume of policies,
was 85.9% (2021: 83%). A team trained to deal with a variety of topics operates our Customer Line
and, in 2022, took 45,689 calls (2021: 37,546)

Much of the business that the Company undertakes is through a well-established network of brokers.
Directors, and the commercial team of the Company, are in a regular contact with brokers to develop
and improve relationships and to ensure customers receive the highest levels of service. At an annual
broker event, the directors make presentations on the results and strategy of the Company.

The Company undertakes a net promoter score survey annually for both brokers and customers.
Results of the 2022 survey are in the Strategic report on page 4.

Our impact on the community and the environment

Part of the Company’s strategy is to be a responsible employer, defined as “visibly and actively
supporting causes in line with our purpose’’. To effect this, a Corporate Social Responsibility
(“CSR”) committee, with employee representatives from across the Company, selects the Company’s
nominated charity for the year, engages employee support and organises fundraising events to raise
money for the nominated charity. Where employees fundraise for a charity, the Company matches
the funds raised up to a maximum of £500 per employee. In addition, the Company actively
encourages employees to volunteer for charity by allowing employees to take two paid days per year
to participate in charitable or community projects. The CSR policy aims to foster a positive approach
to charitable giving and support for local communities by supporting employees who wish to raise
money or give their time.
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STRATEGIC REPORT (continued)
Year Ended 31 December 2022

Streamlined energy and carbon reporting

We fulfil the statutory requirements for Streamlined Energy and Carbon Reporting which includes
disclosure of the Company’s carbon emissions. Under the Companies Act 2006 / SECR Regulations,
‘Large’ companies’ are required to report their annual emissions in their Directors’ report.

Euler Hermes Services UK Limited Streamlined Energy and Carbon Reporting statement covers the
reporting period 1st January 2022 - 31st December 2022 and has been prepared in line with the
requirements of the Streamlined Energy and Carbon Reporting regulations and the relevant areas of
the Greenhouse Gas (‘GHG’) Protocol Corporate Accounting and Reporting Standard.

A ‘Dual Reporting’ methodology has been used to indicate emissions using UK electricity grid
average emission factors (known as the ‘Location Based’ method), and also emissions using supplier
specific generation emission factors (the ‘Market Based’ method).

‘Location based’ Method

The total energy consumption for 2022 was 631,231.46
kWh(2021:321,083,.30kWh) equating to 135.938 tCOze
(2021:91.527 tCO2¢) 2022 2021

Emissions from combustion of fuel for transport purposes 24.940tCO:e 14.923tCOze
(Scope 1)

Emissions from purchased electricity (Scope 2) 101.695tCOze 71.743tCOze
Emissions from Transmission and Distribution (Scope 3) 9.303tCO2¢ 4.861tCO2e

Carbon intensity: Emissions of tCO2e / Full-Time Equivalents (No. of Employees) during 2022 was
0.449 tCO2¢ (2021: 0.283 tCOze).

However, the company strategy has been to purchase renewable energy backed by Renewable
Electricity Guarantees of Origin (REGO) certificates. Through this strategy, within the above 2022
total energy consumption, the company has sourced a total of 282,994.00 kWh (2021:258,704.95) of
REGO backed (zero emission) electricity equating to 53.8% of total electricity use.
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Streamlined energy and carbon reporting (continued)

‘Market Based’ Method 2022

[
N
o

The total energy consumption for 2022 was 631,231.46 kWh
(2021: 321,083.30 kWh) equating to 116.791 tCOze (2021:
14.923 tCO2¢)

Emissions from combustion of fuel for transport purposes 24.940tCO:e 24.940tCO-¢
(Scope 1)

Emissions from purchased electricity (Scope 2) 84.153tCOze 0.000tCOz¢

Emissions from Transmission and Distribution (Scope 3) 7.698tCO2e 0.000tCO:e

Carbon intensity: Emissions of tCO2e/full-time equivalent (no. of employees) during 2022 was
0.385 tCO2e (2021:0.823 tCOze).

Energy efficiency action taken - No energy efficiency actions taken during the reporting period.

Type 2022 2021
Total energy consumption (kWh) 631,231.46kWh 321,083.30kWh
Associated Carbon Emissions (tCO:¢) 135.938tCO2e 91.527tCO2¢
Emissions of tCO:e per full-time equivalent (no. of employees) 0.449tCOze 0.283tCO:ze
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STRATEGIC REPORT (continued)
Year Ended 31 December 2022

Our business conduct

Our aim is to behave responsibly and ensure that the Company, and its employees, operates with the
highest standards of business conduct and integrity.

As part of the Allianz SE group, the Company applies the Allianz group code of conduct in respect
of business ethics (“Code of Conduct”). All employees are required to agree and adhere to the
principles of the Code of Conduct. If employees have any concerns relating to issues covered by it,
they are encouraged to speak to their manager in the first instance; if they feel they cannot raise their
concern in this way, or wish to raise it anonymously, the Company provides an independent and
confidential Speak Up channel. There were no incidents of this in 2022.

The Company has a zero tolerance approach to financial crime, bribery and corruption. The Company
has policies, frameworks and controls in place to ensure that money is received from, or paid to, a
third party, including clients, partners and suppliers, only if the Company has identified them as
suitable to do business with in accordance with strict procurement procedures and due diligence
processes.

As part of their induction process, all new employees undertake training on a range of compliance
topics, including, but not limited to, bribery and corruption, fraud, anti-trust and conflicts of interest.
Training is reinforced periodically to ensure and maintain a culture of integrity and trust.

Annually, all employees are required to certify any potential conflicts of interest to ensure that the
Company conducts business in an environment of complete transparency and integrity. The Company
is fully committed to promoting free and fair competition to the benefit of our customers and
employees. As a result, the Company’s employees that are identified as exposed to antitrust risks are
annually required to sign an antitrust statement.

On behalf of the board

g

S Scott
Director

Dated: 25" July 2023



Euler Hermes Services UK Limited
Company Number: 3376459

DIRECTORS’ REPORT
Year Ended 31 December 2022

The directors present their annual report together with the audited financial statements of the
Company for the year ended 31 December 2022.

Results and dividends

The results for the year are set out in the profit and loss account. Refer to the Strategic report on page
2 for the review of the business.

The directors do not recommend the payment of a dividend. (2021: £0).
Future developments

In the coming year, the financial and operational performance of the Company, as well as remaining
closely linked to the evolution of the trade credit insurance portfolio, is likely to be impacted by
several other notable factors.

A new policy administration system (‘Compass’) is now fully operational and as at the end of the
year, over 4700 policies have been migrated. Compass will become a Group-wide system and will
provide benefits in terms of streamlining workflows and the harmonisation of products.

The Company has reduced its office space and the new working model allows staff to be in the office
for three days per week and to work remotely on the other two.

The Company has created a framework through which it has adopted the Go 2025 strategy launched
across the Group. Four pillars represent the foundation of the strategy — namely Growth, People,
Productivity and Transformation.

Revenue growth from a projected increase in the size of the trade credit insurance portfolio is
expected to be enhanced by a return to more normal levels of collections fees on the-assumption that
corporate insolvencies will increase as Government support to the economy has now been fully
withdrawn.

10
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DIRECTORS’ REPORT (continued)
Year Ended 31 December 2022

Brand name change

Euler Hermes has been fully a part of the Allianz group since 2018. On 28 March, 2022, the Company
took a natural, and significant step, and re-branded to the name of Allianz Trade. The Company will
benefit even more from the reputation and strength of the Allianz group. The legal name of the
Company remains unchanged.

Directors

The directors of the Company who were in office during the year and up to the date of signing the
financial statements were:

M Bochot

S Stennett — Appointed 15.02.2023
O Ozuner — Resigned on 30.09.2022
A Hodson — Resigned on 31.05.2023
K Macauley

S Murrow

S Rageot

S Scott

R Jimenez

S Bramall — Appointed 04.07.2023

Directors, company secretary and their interests

The directors and company secretary held no interest in the called-up share capital of the Company
at any point during the financial year. '

The Company is limited by shares.

Company secretary

The following person served as company secretary during the year:
Jekaterina Winter

Indemnity insurance

The directors benefited from qualifying third party indemnity provisions were in place during the
financial year and at the date of approval of this report.

Political donations
The Company made no political donations or incurred any political expenditure during the year
(2021: £0).

11
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DIRECTORS’ REPORT (continued)
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Share capital

There have been no changes in the Company's share capital during the year ended 31 December 2022.

Post balance sheet events

There were no significant post balance sheet events, which require disclosure in the financial
statement.

Strategic report

The strategic report on pages 2 - 9 outlines details of the Company’s principal activity, financial
performance and the principal risks it faces and how these are mitigated.

Employees

The Company operates an Equal Opportunities policy aimed at ensuring that every applicant and
employee receive, at all times and in all aspects of their employment, equal consideration and
treatment irrespective of their sex, race, colour, creed, national or ethnic origin, marital status, age,
responsibility for children or dependants, sexual orientation, gender reassignment, religious or
political beliefs, trade union activities or disability. The Company has a policy related to the health,
safety and welfare of employees and other persons, which is regularly reviewed.

The Company is fully committed to ongoing investment in the training and development of its
employees. Euler Hermes Academy offers a wide range of courses and is designed to encourage the
development of skills such as leadership, creative thinking and problem solving. Staff receive regular
business updates on the progress of the Company.

The Company’s employees can participate in Allianz SE’s share incentive plan (SIP) and or in the
employee share purchase plan (ESPP). In the SIP, for every three-shares of Allianz SE (AZ)
purchased by the employees, AZ would offer one extra share in return. Under the ESPP, for every
three pounds of shares purchased, AZ adds one pound on top. Employees have to hold the shares in
the SIP and ESPP for three years before they can sell them. In 2020 and 2022, AZ offered all
employees one free shares in recognition of employees’ contribution to the Company’s performance.
Employees must hold these free shares for three years before they can trade sell them.

Disabled staff

The Company gives full and fair consideration to applications for employment made by disabled
persons, having regard to their particular aptitudes and abilities. It also ensures that for continuing the
employment of, and for arranging appropriate training for, employees of the Company who have
become disabled persons during the period when they were employed by the Company, and otherwise
for the training, career development and promotion of disabled persons employed by the Company.

12
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Streamlined energy and carbon reporting
Please refer to page 7 and 8 in the strategic report for the streamlined energy and carbon reporting.
Financial statements and going concern

The directors have prepared the financial statements on the going concern basis because they fully
intend the Company to continue to trade in its current manner for the foreseeable future. The
Company is expected to continue to generate positive cash flow from its operating activities and is
able to realise its assets and discharge its liabilities in the normal course of business. Euler Hermes
S.A. (N.V.) has resolved to provide financial support to the Company. In addition, the defined benefit
pension scheme is supported by an ongoing written guarantee from Euler Hermes S.A. (N.V.). As
there are the above mitigations in place, the directors believe that the Company will meet its financial
obligations as they fall due and will continue to operate as a going concern.

Statement of disclosure of information to auditors

The directors who held office at the date of approval of this Directors’ Report confirm that, so far as
they are each aware, there is no relevant audit information of which the Company’s auditors are
unaware; and each director has taken all the steps that they ought to have taken as a director to make
themselves aware of any relevant audit information and to establish that the Company’s auditors are
aware of that information.

Going concern

The directors have performed a going concern assessment and have a reasonable expectation that the
Company will be able to continue in operational existence for the foreseeable future and thus continue
to adopt the going concern basis of accounting in preparing the financial statements. The Company
is expected to continue to generate positive cash flow from its operating activities.

Please refer to note 1. B. on page 23 for further details.

Independent auditors

PricewaterhouseCoopers LLP (PwC) were appointed as auditors of the Company from 20 November
2018. In accordance with section 487 of the Companies Act 2006, PwC have indicated their

willingness to continue in office, and their reappointment was approved by the Board by way of a
written resolution.

On behalf of the board
S Scott 1 Canada Square

Director London E14 5DX
' Dated: 25" July 2023

13
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
Year Ended 31 December 2022

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 United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS
101 “Reduced Disclosure Framework™, and applicable law). Under company law, the directors must
not approve the financial statements unless they are satisfied that they give a true and fair 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 and then apply them consistently;

state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have
been followed, subject to 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 concern basis unless it is inappropriate to
presume that the Company will continue in business.

The directors are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

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 them to ensure that the financial statements comply with the
Companies Act 2006.

ot pl”

S Murrow . S Scott
Director Director

Dated: 25" July 2023

14



Euler Hermes Services UK Limited

Independent auditors’ report to the members of Euler
Hermes Services UK Limited

Report on the audit of the financial statements

Opinion

In our opinion, Euler Hermes Services UK Limited’s financial statements:

e givea true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit for the year then ended,

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards, including FRS 101 “Reduced Disclosure Framework™, and applicable law); and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”), which

comprise: the Balance sheet as at 31 December 2022; the Profit and loss account, Statement of other comprehensive income and

Statement of changes in equity for the year then ended; and the notes to the financial statements, which include a description of the

significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section
of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually
or collectively, may cast significant doubt on the company’s ability to continue as a going concemn for a period of at least twelve months
from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate. :

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the company's ability to
continue as a going concem.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this

report.

15
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Independent auditors’ report to the members of Euler
Hermes Services UK Limited (continued)

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report
thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any
form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors’ report, we also considered whether the disclosures required by the UK Companies
Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters
as described 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 year ended 31 December 2022 is consistent with the financial statements and has been prepared in accordance with

applicable legal requirements.

In light of the knowledge and understanding of the company 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 directors for the financial statements

As explained more fully in the Statement of directors' responsibilities, the directors are responsible for the preparation of the financial
statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also
responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going concern,

disclosing, as applicable, matters related to going concern and using the going concem basis of accounting unless the directors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

16
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Independent auditors’ report to the members of Euler
Hermes Services UK Limited (continued)

Auditors’ responsibilities for the audit of the financial statements

" Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our
procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and
regulations related to Companies Act 2006, and we considered the extent to which non-compliance might have a material effect on the
financial statements. We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial statements
(including the risk of override of controls), and determined that the principal risks were related to posting inappropriate journal entries
which may impact the financial performance and position of the company, and management bias in accounting estimates and
judgemental areas of the financial statements. Audit procedures performed by the engagement team included:

¢ Discussions with senior management and directors involved in the Risk and Compliance functions and the Company's legal function,
including consideration of known or suspected instances of non-compliance with laws and regulation and fraud;

e Reviewing relevant meeting minutes including those of the Board of Directors;

* Auditing the risk of management override of controls, including through testing journal entries and other adjustments for
appropriateness, testing accounting estimates (because of the risk of management bias), and evaluating the business rationale of
significant transactions outside the normal course of business, where appropriate;

* Designing audit procedures to incorporate unpredictability around the nature, timing and extent of our testing; and

e Reviewing financial statement disclosures and testing to supporting documentation to assess compliance with applicable laws and

regulations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-
compliance with laws and regulations that are not closely related to events and transactions reflected in the financial statements. Also,
the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by
our prior consent in writing.
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Euler Hermes Services UK Limited

Independent auditors’ report to the members of Euler
Hermes Services UK Limited (continued)

Other required reporting \

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

e we have not obtained all the information and explanations we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for our audit have not been received from
branches not visited by us; or

e certain disclosures of directors’ remuneration specified by law are not made; or

o the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

ANDREA Box

Andrew Box (Scnior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
25 July 2023
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Euler Hermes Services UK Limited

PROFIT AND LOSS ACCOUNT
Year Ended 31 December 2022

Turnover

Operating expenses
Operating profit

Finance income
Finance costs

Total income/(expense) recognised in profit and loss account
— defined benefit pension related

Profit before taxation
Tax on profit
Profit for the financial year

All results relate to continuing operations.

Note

6

10

10

2022 2021
£'000 £'000
63,979 56,230
(60,802) (52,985)

3,177 3,245
0 5

0 (66)

139 (249)
3,316 2,935
(2,478) 543
838 3,478

The accounting policies and notes on pages 23 to 52 to the financial statements form an integral part

of these financial statements.
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Euler Hermes Services UK Limited

STATEMENT OF OTHER COMPREHENSIVE INCOME
Year Ended 31 December 2022

Note
Profit for the financial year
Items that will not be reclassified to profit or loss:
Remeasurements of defined benefit pension scheme 6

Deferred tax on remeasurements of defined benefit pension
scheme

Total Other comprehensive income for the year,
net of income tax

Total comprehensive income for the year

All results relate to continuing operations.

2022 2021
£'000 £'000
838 3,478
22,901 18,012
(5,725) (4,503)
17,176 13,509
18,014 16,987

/

The accounting policies and notes on pages 23 to 52 to the financial statements form an integral part

of these financial statements.
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Euler Hermes Services UK Limited

BALANCE SHEET
As at 31 December 2022

FIXED ASSETS
Intangible assets
Goodwill
Tangible assets
Pension asset

CURRENT ASSETS
Trade and other receivables
Cash at bank and in hand

CREDITORS - amounts falling due within one year
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS - amounts falling due after more than
one year
NET LIABILITIES

CAPITAL AND RESERVES
Called up share capital
Profit and loss account

- TOTAL EQUITY

Note

AN 0 O \©

11

14

15

16
17

2022 2021
£'000 £'000
1,790 2,375
2,052 2,052
3,107 2,938
32,685 4,974
15,992 9,438
11,800 1,861
27,792 11,299
(60,203) (41,898)
(32,441) (30,599)
7,223 (18,260)

_ (7,469) 0
(246) (18,260)
500 500
(746) (18,760)
(246) (18,260)

The accounting policies and notes on pages 23 to 52 to the financial statements form an integral part

of these financial statements.

The financial statements on pages 19 to 52 were approved by the Board of Directors on 25% July

2023 and signed on its behalf by:

S Murrow S Scott
Director Director
Dated: 25" July 2023
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Euler Hermes Services UK Limited

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022

Called up

Profit

Total
share and loss equi
capital account quity
£'000 £'000 £000
Balance at 1 January 2021 500 (35,747) (35,247)
Total comprehensive loss for the period
Profit for the financial year 0 3,478 3,478
Other comprehensive income 0 13,509 13,509
Total comprehensive income for the period 0 16,987 16,987
Total contributions by and distributions to owners 0 0 0
Balance at 31 December 2021 500 (18,760) (18,260)
Called up Profit Total
share and loss equi
capital account quity
£000 £000 £000
Balance at 1 January 2022 500 (18,760) (18,260)
Total comprehensive income for the period
Profit for the period 0 838 838
Other comprehensive income 0 17,176 17,176
Total comprehensive Income for the period 0 18,014 18,014
Total contributions by and distributions to owners 0 0 0
Balance at 31 December 2022 500 (746) (246)

The accounting policies and notes on pages 23 to 52 to the financial statements form an integral
part of these financial statements.
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Euler Hermes Services UK Limited
\J

NOTES TO THE FINANCIAL STATEMENTS

Year Ended 31 December 2022

1. Accounting policies

Euler Hermes Services UK Limited is a private company incorporated, domiciled and registered in
England in the UK. The registered company number is 3376459 and the registered address is 1
Canada Square, London, E14 5DX.

A. Basis of preparation

The financial statements of the Company have been prepared in accordance with Financial Reporting
Standard 101 Reduced Disclosure Framework (“FRS 101”).

The financial statements have been prepared under the historical cost convention, as modified by
present value of pension asset/liability and in accordance with the Companies Act 2006

The Company’s ultimate parent undertaking, Allianz SE, includes the Company in its consolidated
financial statements. The consolidated financial statements of Allianz SE are prepared in accordance
with International Financial Reporting Standards and are available to the public and may be obtained
from Koniginstra3e 28, 80802 Miinchen, Germany.

In these financial statements, the Company has applied the exemptions available under FRS 101 in
respect of the following disclosures:

- IFRS 7, ‘Financial instruments: Disclosures’.
- Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation techniques and
inputs used for fair value measurement of assets and liabilities).
- Paragraph 38 of IAS 1, ‘Presentation of financial statements’ — comparative information
requirements in respect of:
e Paragraph 79(a)(iv) of IAS 1;
e Paragraph 73(e) of IAS 16, ‘Property, plant and equipment’; and
e Paragraph 118(e) of IAS 38, ‘Intangible assets’ (reconciliations between the carrying
amount at the beginning and end of the period).
- The following paragraphs of IAS 1, ‘Presentation of financial statements’:
e 10(d) (statement of cash flows);
16 (statement of compliance with all IFRS);
38A (requirement for minimum of two primary statements, including cash flow statements);
38B-D (additional comparative information);
111 (statement of cash flows information); and
¢ 134-136 (capital management disclosures).
- IAS 7, ‘Statement of cash flows’.
- Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation).
- The requirements in IAS 24, ‘Related party disclosures’, to disclose related party transactions
entered into between two or more members of a group.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Basis of preparation (continued)

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented.

B. Sumnmary of significant accounting policies

Going Concern

The Company’s working capital requirements are mainly funded through the serving of Euler Hermes
UK, it is expected that this position will be sustained into the foreseeable future and the directors
consider that there is sufficient liquidity to support operations. The Company can meet its day-to-day
working capital requirements and if, in any instance it has additional requirements, it can access the
cash pooling arrangement of the Group.

After the pandemic, during which the Company switched to full remote working, a new working
model has been put in place, including that staff can still work from home (WFH) for two days per
week. During the period of these changes the Company was able to continue to provide a high level
of service to our customers and business partners. Management are regularly assessing the impact
on the financial position, taking account of reasonable possible changes to trading performance.

The directors performed a going concern assessment and have a reasonable expectation that the
Company will be able to continue in operational existence for the foreseeable future and thus continue
to adopt the going concern basis of accounting in preparing the financial statements.

As such, the financial statements have been prepared on the going concern basis. Notwithstanding,
net current liabilities of £32,411,000 (2021: £30,599,000) and net liabilities of £246,000 (2021:
£18,260,000), which the directors believe to be appropriate for the following reasons: the Company
is dependent for its working capital on funds provided to it by Euler Hermes S.A. (N.V.), the
Company’s parent since 31 December 2011.

Euler Hermes S.A. (N.V.) has indicated through a signed letter of support, that for at least 12 months
from the date of approval of these financial statements, Euler Hermes S.A. (N.V) will continue to
make available liquidity support as and when needed by the Company. In particular, repayment will
not be requested unless the company has adequate resources. Therefore, the directors believe that the
Company will meet its financial obligations as they fall due and will continue to operate as a going
concern.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Foreign currency

The financial statements are expressed in pound sterling (£) which represent the Company’s
functional currency.

Transactions in foreign currencies are translated to the Company’s functional currency at the
foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated
in foreign currencies at the balance sheet date are retranslated to the functional currency at the foreign
exchange rate ruling at that date. Non-monetary assets and liabilities that are

measured in terms of historical cost in a foreign currency are translated using the exchange rate at the
date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are
stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the
dates the fair value was determined. Foreign exchange differences arising on translation are
recognised in the profit and loss account.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost, less depreciation. The charge for depreciation is calculated to
write down the cost of the tangible fixed assets to their estimated residual values at the end of their
useful lives. This is charged to the profit and loss account on a straight-line basis over their expected
useful lives. The asset’s useful lives are estimated as:

Computer hardware - 3 years

Office equipment - 4 years

Furniture, Fixtures and fittings - 10 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

Intangible assets and amortisation

Intangible assets are stated at cost less accumulated amortisation (except for goodwill) and
accumulated impairment loss. Amortisation is charged to the profit and loss account on a straight-
line basis over the estimated useful life of the intangible asset.

Internally generated and other software

Amortisation for other software and internally generated software commences once it has been
developed and enters into use.

The estimated useful life is as follows:
Internally generated software - 5 to 10 years
Other software - 3 to 7 years

Amortisation methods, useful lives and residual values are reviewed at each balance sheet date.
Intangible assets that are not yet available for use are not subject to amortisation.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less accumulated impairment losses,
if any. The recognised goodwill arose from the acquisition of Euler Hermes Collections SP Zoo, Euler
Hermes Collections UK Limited and Euler Hermes Risk Services UK Limited. The Companies Act
SI 2008 No. 410 paragraph 22, requires goodwill to be amortised over its useful economic life
whereas under IFRS 3 Business Combinations, goodwill is not amortised but rather impaired.
Consequently, the Company does not amortise goodwill. Had the goodwill been amortised from the
date of its recognition, the accumulated amortisation and carrying value would have been £1,988,100
(2021: £1,981,000) and £63,900 (2021: £71,000) respectively. Further, an amount of £7,100 (2021:
£198,121) would have been recognised in the profit and loss account for the current financial year.
The above amortization is based on useful life of 10 years.

Impairment

Intangible assets that are not yet available to use and goodwill are subject to an impairment test on
an annual basis or whenever there are indicators of impairment. Intangible assets with an infinite
useful life are only subject to an impairment test when there are indicators of impairment. An
impairment loss is recognised in the profit and loss account, for the amount by which the asset’s
carrying value exceeds its recoverable amount. The recoverable amount is the higher of the asset’s
fair value less cost of disposal and value in use.

An impairment of goodwill is recognised when the higher of the Cash Generating Unit’s (CGU) value
in use (present value of future cash flows) and fair value less any selling costs is less than its carrying
amount (share of net assets and goodwill). The impairment loss if any is allocated first to reduce the
carrying amount of any goodwill allocated to a CGU and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each asset in the unit. An impairment loss recognised for
goodwill is not reversed in subsequent periods. On disposal of the relevant CGU, the attributable
amount of goodwill is included in the determination of the profit or loss on disposal.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Defined benefit plans

The Company operates a defined benefit pension scheme (“the Scheme”), which from 31 December
2012 was closed to all future accrual. The fund is valued every three years by an independent
actuary. In accordance with Section 224 of the Pensions Act 2004, an actuarial valuation of the
Scheme is required to be performed at least every three years. The latest actuarial valuation of the
Scheme was performed at 30 June 2020. The directors are satisfied that this is in accordance with
Section 224 of the Pensions Act 2004.

The actuarial valuation performed on 30 June 2020, resulted in a deficit of £15.7m. Accordingly, the
Trustees and the Company have subsequently agreed a deficit recovery plan with the Company
entering into a new contribution payment schedule [or t(wo years from the valuation date. The rates
of contribution payable are agreed between the Trustees and the Company having taken independent
actuarial advice. In intervening periods, the actuary reviews the continuing appropriateness of the
rates.

The regular service cost of providing retirement benefits to employees during the year under the
Scheme, together with the cost of any benefits relating to past service, are charged to administrative
expenses. As the Scheme is closed to further accrual of benefits, both the current, and past, service
cost for the year is nil.

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset,
both as determined at the start of the financial year, taking account of any changes in the net defined
benefit liability or asset during the period as a result of contribution and benefit payments. The net
interest is recognised in the profit and loss account. Re-measurements, comprising actuarial gains and
losses and the return on the net assets (excluding amounts included in net interest), are recognised
immediately in other comprehensive income in the period in which they occur.

The Company’s net obligation in respect of defined benefit pension plans is calculated by estimating
the amount of future benefit that employees have earned in return for their service in the prior periods;
that benefit is discounted to determine its present value, and the fair value of any plan assets (at bid
price) are deducted.

The discount rate is the yield at the reporting date on bonds that have a credit rating of at least AA
that have maturity dates approximating the terms of the Company’s obligations and that are
denominated in the currency in which the benefits are expected to be paid.

The calculation of the defined benefit obligations is performed by the actuary using the projected unit
credit method. When the calculation results in a benefit to the Company, the recognised asset is
limited to the present value of benefits available in the form of any future refunds from the plan or
reductions, in future contributions and takes into account the adverse effect of any minimum funding
requirements.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (gontinued)
Year Ended 31 December 2022

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a separate entity and has no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution pension plans are recognised as an expense in
the profit and loss account in the period during which employees render services.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A liability is recognised for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

Deferred income

Deferred income represents the service revenues and covers the unexpired portion of the policy term
(or risk period) as of the balance sheet date. This is accounted for as a reduction to turnover.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the
profit and loss account except to the extent that it relates to items recognised directly in equity or
other comprehensive income, in which case it is recognised directly in equity or other comprehensive
income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount
of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet
date. A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the temporary difference can be utilised.

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive
obligation as a result of a past event, that can be reliably measured and when it is probable that an
outflow of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

Cash and bank overdraft

The cash reported represents cash at bank and in hand. Any bank overdrafts are recognised in current
liabilities.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Trade and other receivables

Trade and other receivables are recognised initially at their transaction value and subsequently
measured at fair value less any provision for bad debt. They are classified as current assets if
collection is expected within one year or less. If not, they are presented as non-current assets. Trade
and other receivables are de-recognised when the Company’s right to cash flow has expired or when
the Company has substantially transferred all the risks and rewards of ownership.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses
a lifetime expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets are grouped based on
shared credit risk characteristics and the days past due. The contract assets relate to unbilled work in
progress and have substantially the same risk characteristics as the trade receivables for the same
types of contracts. The Company has therefore concluded that the expected loss rates for trade
receivables are a reasonable approximation of the loss rates for the contract assets. Impairment of
trade receivables are recognised based on the greater of bad debt provision or expected credit loss.

Trade and other creditors

These are obligations to pay for services that have been acquired in the ordinary course of business
from suppliers. Trade and other creditors are classified as current liabilities if payments are due within
one year or less or as non-current liabilities where payment is due after one year. Trade and other
creditors are derecognised when the related contractual obligation is discharged or if it either expires
or is cancelled by mutual agreement with the supplier to waive the contractual liability.

Operating expenses

This represents the expenses initially incurred by the Company which are then either fully recharged,
partially recharged or not recharged at all to the UK insurance branch of Euler Hermes S.A. (N.V.).
They include staff costs, IT costs, management fees, intercompany charges, and facilities costs.

Revenue recognition

Under IFRS 15, the Company identifies the following performance obligations within its revenue
streams:

Performance obligation 1 — Provision of a credit limit.
Performance obligation 2 — Provision of debt collection services.
Performance obligation 3 — Provision of staff and support services.

Performance obligation 1

The transaction price has been allocated to this obligation based either on a set fee per transaction or
as a part of a fixed fee limits package. This obligation is satisfied upon assessment, and acceptance,
of the credit limit request, which then enables the customer to trade with another party and be covered
under their insurance contract. The revenue is recognised fully on a straight-line basis over the period
of the insurance contract as multiple credit limit requests may be received.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

Performance obligation 2

The transaction price has been allocated to this obligation based on either a set percentage
commission rate applied to the value of the debt or, in the case of legal fees, a fixed charge. This
obligation is fully satisfied upon the collection of the debt and return of the funds to the client (in the
case of commissions) or in the provision of legal services (in the case of legal fees). As such, the
revenue is allocated at the point the service is completed.

Performance obligation 3

The transaction price has been allocated to this obligation based on the costs incurred plus a mark-up
of 5%. This obligation is fully satisfied upon the provision of insurance related services through staff
contracted to the Company. As such, the revenue is allocated via a recharge process in the period
the service is provided.

The total 2022 revenue recognised under IFRS 15 is £63,979,000 (2021: £56,230,000).

Financial instruments

Financial liabilities

Financial liabilities at amortised cost are initially recognised at fair value less any transaction costs
incurred. For subsequent measurement, they are recognised at amortised cost. The difference between
the initial measurement of financial liabilities and their redemption value is disclosed in the profit
and loss account over the contractual term using the effective interest rate method.

Financial liabilities at amortised cost are classified as current or non-current liabilities subject to
whether these are due within one year or beyond one year after the balance sheet date. The Company
derecognises financial liabilities when either it discharges its obligations, they are cancelled, they are
replaced by new liability with significantly amended terms or they expire. Financial assets and
financial liabilities must be recognised in the financial statements when the Company becomes a
party to the contractual provisions of the instruments.

Financial assets

The only financial assets recognised in the financial statements are cash and trade receivables, which
are non-derivative financial assets with fixed or determinable payments.

The Company classifies its financial assets as at amortised cost only if both of the following criteria
are met (and are not designated as FVTPL):

* The asset is held within a business model whose objective is to collect the contractual cash flows
* The contractual terms of the financial asset give rise to cash flows that are solely payments of
principal and interest.

Subsequent to initial recognition, these are measured at amortised cost using the effective interest
method. Interest income from these financial assets is included in finance income using the effective
interest rate method. Any gain or loss arising on derecognition is recognised directly in profit or loss
and presented in other (expenses)/income together with foreign exchange gains and losses.
Impairment losses are presented as separate line item in the profit or loss under ‘net impairment losses
on financial and contract assets.
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Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (contihued)
Year Ended 31 December 2022

Impairment of financial assets

The Company assesses on a forward-looking basis, the expected credit loss associated with its
financial assets. The impairment methodology applied depends on whether there has been a
significant increase in credit risk.

For trade receivables, the Company applies a simplified approach permitted by IFRS 9, which
requires expected lifetime losses to be recognised from initial recognition of the receivables. The
expected loss was reviewed and assessed and using the probability of default, loss given default and
default maturity for receivables. The result was deemed insignificant and consequently this has not
been included in the profit and loss account.

Leases
The Company has fully adopted IFRS 16 since 1 January 2019.

Since 1 January 2019, it recognises leases as right-of-use assets with a corresponding liability at the
date at which the leased asset is available for use.

Motor vehicles are deemed as low value assets and, hence, the associated costs are expensed directly
through the profit and loss account. Short term leases, if any, are also expensed directly through the
profit and loss.

Assets and liabilities arising from a lease are initially measured on a net present value basis. Lease
liabilities include the net present value of the following:
¢ Fixed payments (including in-substance fixed payments), less any lease incentives receivable;
e Amounts expected to be payable by the Company under residual value guarantees;
o The exercise price of a purchase option if the Company is reasonably certain to exercise that
option; and
e Payments of penalties for terminating the lease, if the lease term reflects the Company
exercising that option.

When adjustments to lease payments based on an index or rate take effect, the lease liability is
reassessed and adjusted against the right-of-use asset. Lease payments are allocated between principal
and finance cost. The finance cost is charged to the profit or loss over the lease period to produce a
constant periodic rate of interest on the remaining balance of the liability for each period. The
discount rate applied was 0% (2021: 0.1%).

Right-of-use assets are measured at cost comprising the following:
e The amount of the initial measurement of lease liability;
e Any lease payments made at or before the commencement date less any leases incentives
received;
e Any initial direct costs; and
e Restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life and the lease
term on a straight-line basis. If the Company is reasonably certain to exercise a purchase option, the
right-of-use asset is depreciated over the underlying asset’s useful life.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

C. Critical accounting estimates and judgement in applying the entity’s accounting policies:

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. 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:

a. Useful economic lives of property, plant, equipment, and intangible assets finite life

The annual depreciation charge for intangible assets with finite life and property, plant and equipment
if any, are sensitive to changes in the estimated useful economic lives and residual values of the
assets. The useful economic lives and residual values are re-assessed annually. They are amended
when necessary to reflect current estimates, based on technological advancement, future investments,
economic utilisation and the physical condition of the assets. See notes 8 and 9 for the carrying
amount of the property plant and equipment and intangible assets respectively.

As indicated above the estimated useful lives of items of property, plant and equipment and intangible
asset finite life range between 5 to 10 years. However, the actual useful lives might be shorter or
Jonger depending on technological innovations and other factors. Based on the current useful lives,
the carrying amount of property, plant and equipment and intangible assets is expected to be
£3,932,000 at 31 December 2023. If the useful lives were two years shorter, the carrying amount
would reduce (more to be depreciated) to £3,079,000 and if they were 2 years longer (less to be
depreciated), the carrying amount as at 31 December 2022 would increase to £4,553,000 as a result.

The useful lives and carrying values of the Company’s intangible assets with finite life have not been
amended as at 31 December 2022.

b. Defined benefit pension scheme

The Company has an obligation to pay pension benefits to certain employees. The cost of these
benefits and the present value of the obligation depend on a number of factors, including life
expectancy, salary increases, asset valuations and the discount rate on corporate bonds. Management
estimates these factors in determining the net pension obligation in the balance sheet. The
assumptions reflect historical experience and current trends. See note 6 for the disclosures of the
defined benefit pension scheme.

c. Goodwill impairment

An impairment of goodwill is recognised when the higher of the Cash Generating Unit’s (CGU) value
in use (present value of future cash flows) and fair value less any selling costs is less than its carrying
amount (share of net assets and goodwill). See note 9 for the assumptions and disclosures of the
impairment test of goodwill.
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2. Turnover Collection Services

2022 2021
£'000 £'000
Turnover 6,049 1,912

Turnover by Geographical location

UK

France
Germany
Others

Total

s third party turnover amounts to £14,058k of which £2,205k and £11,853k relates to collection services and risk services respectively (2021: £13,417k of which
457k and £11,960k relates to collection services and risk services respectively). The geographical location split of turnover is disclosed appropriately in line with

Companies Act 2006.

Transfer pricing and recharge

tain services, including management services, are recharged monthly on an arm’s length basis by the Company to the UK insurance branch of Euler Hermes S.A.
V.) under the terms of a transfer pricing agreement. The recharge includes support staff cost incurred by the Company in providing the services to Euler Hermes
_insurance branch whose staff are all employed by the Company. A transfer pricing agreement was signed by the Company which provides for a cost plus method
wicing. The agreed cost plus margin between the two entities is 5% (2021: 5%).

Risk Services Management Services Combined

2022 2021 2022 2021 2022 2021
£'000 £'000 £'000 £'000 £'000 £'000
14,288 14,530 43,642 39,788 63,979 56,230

Third Party Intercompany Combined
2022 2021 2022 2021 2022 2021
£000 £000 £000 £000 £000 £000
14,058 13,417 40,254 35,088 54,312 48,505
0 0 5,846 3,884 5,846 3,884
0 0 430 432 430 432
0 0 3,391 3,409 3,391 3,409
14,058 13,417 49,921 42,813 63,979 56,230
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2. Turnover (continued)

Contract assets consist of accrued income which has an unconditional right to consideration, and
assets related to fulfilment of customer contracts. The Company’s trade receivables and accrued
income exclusively relate to revenue from contract with customers. Contract liabilities include
deferred income. The Company’s deferred income solely relates to revenue with its customers.

The table below shows how much revenue recognised in the current financial year relates to carry
forward deferred income and how much relates to performance obligations that were satisfied in the
prior year.

2022 2021
£'000 £'000
Deferred income ’ 1,534 1,799
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3.  Operating expenses

2022 2021
£'000 £'000
The operating profit is stated after charging/(crediting) the
following:
Auditors’ remuneration: fees for the audit of the 144 153
Company
Rent expense including utilities 1,323 1,255
Property plant and equipment - Depreciation 385 286
Amortisation of internally generated software 899 889
Staff cost 37,708 32,516
Foreign exchange (gain)/loss ' 916) 151
Risk services and collections cost 6,926 5,770
IT charges from Euler Hermes group 6,937 5,606
Management charges from Euler Hermes group 1,860 1,519
Other expenses 4,950 4,419
Restructuring cost 161 2
Rental expense — land and buildings 170 126
Low value lease expense — other 255 293
60,802 52,985

The Company through Euler Hermes S.A. (N.V.) leases a number of motor vehicles for use as
company cars. The Company also has a contract for the lease of office space from Allianz
Services UK Limited (ASL). The lease contracts with ASL is not a lease in accordance with
IFRS 16, therefore, this has been recognised as part of administrative expense.

4. Staff costs and numbers

The Company employs the majority of staff working for Euler Hermes entities in the UK. The
following amounts in respect of staff costs were incurred by the Company, part of which has
been recharged to the UK insurance branch of Euler Hermes S.A. (N.V.):

2022 2021

Staff costs £'000 £'000
Wages and salaries

Social security costs 29,500 24,674

Contributions to defined contribution plans 3,683 3,072

Expenses related to defined benefit plans 2,912 2,550

Other staff related costs 742 1,071

871 1,149

37,708 32,516
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4. Staff costs and numbers (continued)

The average monthly number of persons employed by the Company and made available to Euler
Hermes entities in the UK, based on full-time equivalent, was 303 of which 15,29 and 259 relates
to collection, risk and management services respectively (2021: 323 of which 14,29 and 279
relates to collection, risk and management services respectively).

5.  Directors’ remuneration and transactions 2022 2021
£,000 £000

Directors’ remuneration
Emoluments 1,489 1,396
Defined contribution scheme 130 109
Total emoluments: 1,619 1,505
The amounts paid in respect of the highest paid director are as
follows:
Emoluments 323 323
Defined contribution scheme 15 10
Total emoluments 338 333

The remuneration of both M Bochot and S Rageot is not included in the above as they are not paid
directly by the Company, they are paid by Euler Hermes S.A. (N.V.) as key management
personnel for all the business units within the Northern Europe region of Euler Hermes S.A.
(N.V.) and are not remunerated separately for their services to the Company. Details of their
compensation are available in note 30 of the consolidated financial statements of Euler Hermes
S.A. (N.V.).

There was no defined pension contribution payable to the directors during the year.
The number of directors accruing benefits under the Company defined benefit pension scheme
was 1 (2021: 1). The current value of directors’ accrued defined benefit is £23,089 (2021:
£22,604). The value at the date of cessation on 31 December 2012 was £19,385.
There were no transactions involving directors during the year.
6. Pension asset
Nature of benefits provided by the Scheme:
The Company operates a defined benefit scheme, which is a final salary plan and provides benefits

linked to salary at retirement or earlier date of leaving service. The Scheme closed to future accrual
on 31 December 2012.
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6. Pension asset (continued)
Regulatory framework in which the scheme operates:

The Company adhere to the UK’s pension legislations and regulations, which includes the Pensions Act
2004

Other entity’s responsibilities for governance of the Scheme:

The trustees have the primary responsibility for governance of the Scheme including investments
Decisions. Benefit payments are from Trustee-administered funds and Scheme assets are held in

Trust, which are governed by the UK regulation.

Risk to which the Scheme exposes the Company:

Asset volatility — The Scheme liabilities are calculated using a discount rate set with reference to
corporate yield. If scheme assets underperform this yield, a deficit results and so, to mitigate this, the
Scheme holds 30.6% (2021: 41.1%) in growth assets. As the Scheme matures, the Company intends to
reduce the level of investment risk by investing in gilts and corporate bonds. Investments are well

diversified.

Inflation risk - The majority of benefits are linked to inflation and so increases in inflation will lead to
higher liabilities (although in most cases there are caps in place that protect against extreme inflation).

Longevity - Increases in life expectancy will increase Scheme liabilities. The inflation-linkage of the
benefits also means that inflationary increases result in a higher sensitivity to increases in life

expectancy.

Changes in bond yield - A decrease in corporate bond yields will increase the value placed on the scheme
liabilities although this will be partially offset by an increase in the value of the Scheme’s bond holdings.

Scheme amendments, curtailments or settlements:
We have not been advised of any such events over the accounting period.

The amounts recognised in the balance sheet at 31 December 2022 are:

2022 2021

£000 £000

Fair value of plan assets (176,526) (231,691)
Present value of funded obligations 143,841 226,717
(Surplus)/deficit (32,685) (4,974)
Net (asset) in the balance sheet (32,685) (4,974)
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6. Pension asset (continued)

The amounts recognised in the profit and loss account are as follows:

Net interest on the net defined benefit asset
Total (income)/expense recognised in the profit and loss account

(refer to the profit and loss account on page 19)

Analysis of net interest on defined benefit asset
Interest expense
Interest income

Net interest on the net defined benefit asset

Movement in net defined benefit asset over the year

Net defined benefit (asset)/liability at start of year
Employer contributions

(Income)/expense recognised in income statement
Remeasurement (gain) recognised at end of year

Admin expenses paid by the Scheme
Net defined benefit (asset) at end of the year
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2022 2021
£'000 £'000
(139) 249
(139) 249
2022 2021
£'000 £'000
4,249 3,288

(4,388) (3,039)
(139) 249
2022 2021
£'000 £'000

(4,974) 24,097
(5,144) (11,824)
(139) 249
(22,901) (18,012)
473 516

(32,685) (4,974)
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NOTES TO THE FINANCIAL STATEMENTS (continued)
Year Ended 31 December 2022

6. Pension asset (continued)
Remeasurement effects recognised in other comprehensive 2022 2021
(Income) (OCI) £000 £000
Loss/(return) on scheme assets excluding interest income 58,097 (798)
Experience loss/(gain) on obligation 9,602 (1,939)
Actuarial gain from change in financial assumptions (90,518) (15,767)
Actuarial results from change in demographic assumptions (82) 492
Total gain recognised in OCI (22,901) (18,012)

Sensitivity Analysis based on assumptions (see page 40):

Discount rate increased by 0.5% £134,019,000
RPI inflation assumption increased by 0.25% £146,738,000
Life expectancy increased by 1 year £147,570,000

This sensitivity shows the defined benefit obligation as at 31 December 2022.
Method and assumptions used to prepare sensitivity analysis, including changes from last year:

The above analyses assume that assumption changes occur in isolation except in the case of inflation
where any change is assumed to have a corresponding impact on inflation-linked pension increases.
In practice this is unlikely to occur and some assumptions may be correlated. The same method
(projected unit method) has been applied when calculating these sensitives as when calculating the
defined benefit obligation.

Asset-liability matching strategy:

The Trustees ensure that investment positions are managed within a framework that has been
developed to achieve long-term returns that are in line with the obligations under the pension scheme.
Within this framework, the Trustees' objective is to match assets to the pension obligations by
investing broadly in growth assets (equities and property) to match deferred pensioner liabilities and
risk reducing assets (corporate bonds) to match pensioner liabilities.

Any mismatch between assets and the pension liability is covered by the financial support available
to the Company as contained in the letter of support issued by the Group entity.
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6. Pension asset (continued)

Effect of the scheme on the Company’s future cash flows:

The Scheme’s actuarial valuation at 30 June 2020 revealed a deficit. As such, a deficit recovery plan
was pul in place and contributions were required to be made by the Company between 1 June 2021
to 1 June 2022.

Employer's estimate of contributions to be paid
over the following year . £425,000

Duration of the liabilities 15 years

In 2012, following a consultation period with members, the Company closed its defined benefit
pension scheme to further accrual of benefits. Members were instead entitled to pension benefits on
a defined contribution basis going forward. Benefits in respect of service up to the date of closure

were treated as leaving service benefits, which are largely inflation linked rather than salary linked.

Changes in the present value of the defined benefit obligation are as follows:

202 - 2021

£'000 £'000

Opening defined benefit obligation at 1 January 226,717 246,551
Interest cost 4,249 3,288
Actuarial gain (80,998) (17,214)
Benefits paid : (6,127) (5,908)
Closing defined benefit obligations 143,841 226,717
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6. Pension asset (continued)

Changes in the fair value of plan assets are as follows:

2022 2021

£'000 £'000

Opening fair value of plan assets at 1 January 231,691 222,454
Interest income 4,388 3,039
Contributions by employer 5,144 . 11,824
Return on scheme assets excluding interest income (58,097) 798
Benefits paid (6,127) (5,908)
Administration expenses (473) (516)
Closing fair value of plan assets 176,526 231,691
Actual return on plan assets 53,709 3,837

A summary of the Scheme’s invested assets at 31 December 2021 and 2022 respectively is set out
below:

Quoted Unquoted Total

£'000 £'000 £'000

Equities 25,621 7,279 32,900
Property income . - 19,645 1§,645.
Private Corporate Debt A - 14,485 14,485
Emerging Market Debt 12,345 - 12,345
Corporate Bonds 52,332 - 52,332
LDI 26,835 4,910 31,745
Infrastructure Debt - 11,415 11,415
Cash and net current assets 21,543 - 21,543
Annuities - 35,281 35,281
Balance 31 December 2021 138,676 93,015 231,691
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6. Pension asset (continued)

Quoted Unquoted Total

£'000 £'000 £'000

Equities 8,472 7,460 15,932
Property income 15,645 15,645
Private Corporate Debt 14,121 14,121
Emerging Market Debt -
Corporate Bonds 43,045 43,045
LDI 13,663 13,663
LDI (Residual Gilts) -
Infrastructure Debt 7,317 7,317
Cash and net current assets 40,853 40,853
Annuities 25,950 25,950
Balance 31 December 2022 106,033 70,493 176,526

In December 2012, the trustees completed a pensioner buy-in exercise in which additional insured
annuities were purchased from Legal and General Society Limited in order to provide income to
meel the remaining benefits payable (o the scheme’s pensioner population at 30 October 2012.
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6. Pension asset (continued)

These annuities amount to a qualifying insurance policy in terms of IAS 19 and hence are disclosed
as part of the plan assets. With the exception of cash and annuities, the rest of the assets are invested
in levels 2 and 3 pooled investment vehicles, which are well diversified across asset classes in
different industry sectors.

Principal actuarial assumptions at the balance sheet date are as follows (expressed as weighted
averages):

2022 2021
Discount rate at 31 December 4.80% 1.90%
RPI inflation ' 3.10% 3.25%
CPI inflation 2.60% 2.65%
Pension increases
RPI min 0, max 5% p.a./ LPI RPI max 5% p.a 3.00% 3.15%
RPI min 0, max 2.5% p.a/ LPI RPI max 2.5% p.a 2.15% 2.15%
CPI max 3% p.a./ LPI CPI max3% p.a 2.25% 2.30%
Mortality smoothing parameter 7.0 7.0
Proportion married - 80%M/75%F  80%M/75%F
Age difference (Male-Female) 3 years 3 years

Cash commutation - 70% of members take the maximum cash available (2021: 70%)

Mortality assumptions:

Pre-retirement mortality — 2021
AXC00 CMI_2020 improvements rebased from 2000 with a 1.50% pa (males) and a 1.25% pa
(females) long-term rate.

Pre-retirement mortality - 2022
AXC00 CMI 2021 improvements rebased from 2000 with a 1.50% pa (males) and a 1.25% pa

(females) long-term rate.

Post-retirement mortality - 2021
86% S3PMA/100% S3PFA CMI 2020 improvements rebased from 2016 with a 1.50% pa (male)
and a 1.25% pa (female) long-term rate.

Post-retirement mortality - 2022

86% S3PMA/100% S3PFA CMI 2021 improvements rebased from 2016 with a 1.50% pa (male) and
a 1.25% pa (female) long-term rate.
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6. Pension asset (continued)

Early retirement:

Non-employed deferred members are assumed to take their benefits from the earliest age at which
they can retire unreduced and without consent. Deferred members still employed by the Company
have favourable early retirement terms and a quarter are assumed to retire at age 55, with half of the
remainder retiring at age 60 and the rest at their normal retirement age.

The discount rate is based on applying projected cash flows due from the Scheme to Buck’s standard
A A corporate bond spot yield curve as at 31 December 2022. The Company’s disconnt rate of 1.9%
p-a. was considered appropriate for the estimated disclosures.

RPI inflation has been determined by applying a yield curve approach to the Scheme’s cash flows
using the 40-year Bank of England inflation yield curve as at 31 December 2022. A 0.3% p.a.
deduction has been made to this cash flow-weighted inflation rate as a premium for protection against
inflation risk and to allow for supply and demand issues.

Due to the lack of a CPI-linked bond market, a deduction to the RPI assumption was applied in order
to arrive at the CPI assumption. Given that RPI will now be aligned with CPIH from 2030, we have
considered a term-dependent wedge based on the inflation-linked cashflows of the Scheme. This
assumes that the RPI/ CPI wedge assumption is as 0.9% p.a. for the period to 2030 and 0% p.a. for
the period thereafter.

A stochastic model for pension increases linked to inflation is used to generate assumptions that are
subject to annually applied caps and/or floors. The inflation assumed is with varying volatility levels
for RPI and CPI.

Defined contribution scheme

The Company also operates a defined contribution scheme, which is open to new entrants. The charge
to the Company for the year for this scheme was £2,912,000 (2021: £2,550,000).

7.  Auditors' remuneration
The total remuneration payable by the Company, excluding VAT, to its auditors,

PricewaterhouseCoopers LLP, is £144,000 (2021: £136,000) in respect of the audit of the financial
statements. There were no other services provided by the auditors to the Company.

2022 2021
£'000 £'000
Fees payable for the audit of the Company’s financial statements 144 136
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8. Tangible assets

Cost

At 1 January 2022
Additions

Transfers
At 31 December 2022

Accumulated depreciation
At 1 January 2022

Charge for the year
‘Transfers

At 31 December 2022

Net book value
At 31 December 2022

At 31 December 2021

45

Office Fixtures and Computer Total
equipment fittings hardware

£'000 £000 £'000 £'000
999 2,828 641 4,468

282 244 28 554

(334) 0 334 0
947 3,072 1,003 5,022

79 (810) (641) (1,530)
(105) (254) (26) (385)

28 0 (28) 0

(156) (1,064) (695) (1,915)

- 791 2,008 308 3,107

920 2,018 0 2,938
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9. Intangible assets

Internally Other Goodwill Total
generated software
software
£'000 £'000 £'000 £'000

Cost
At 1 January 2022 13,506 2,390 2,052 17,948
Write off _ (2,390) (2,390)
Additions 314 0 0 314
At 31 December 2022 13,820 0 2,052 15,872
Accumulated amortisation .
At 1 January 2022 (11,131) (2,390) 0 (13,521)
Write off 0 2,390 0 2,930
Charge for the year (899) 0 0 (899)
At 31 December 2022 (12,030) 0 0 (12,030)
Net book value
At 31 December 2022 1,790 0 2,052 3,842
At 31 December 2021 2,375 0 2,052 4,427

Internally generated software relatés to various projects undertaken and co-ordinated by Euler
Hermes Group. The software development costs are charged on a quarterly basis to entities that will
derive benefit from the software. Amortisation only commences once the software enters use.

Below is the list of material intangible assets and the remaining amortisation period:

Asset Carrying value Remaining amortisation period £°000

at 31 Dec 22 £°000
Self- 356 £0 of the balance has 1 year remaining, £0 has 2
reporting years remaining, £0 has 3 years remaining, £0 has 4
business years remaining and £356.4 has over 5 years
intelligence remaining. ‘
tool
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9. Intangible assets (continued)
There are no other individually material intangible assets.
Goodwill:

On 1 January 2012, the assets and liabilities of Euler Hermes Collections UK Limited and Euler
Hermes Risk Services UK Limited were acquired by the Company at fair value for no
consideration. The transactions have been accounted for as acquisitions in these financial
statements and they have given rise to goodwill amounting to £1,981,000 (Risk Services
£1,765,000; Collection Services £216,000).

On 2 November 2021, the third party clients of Euler Hermes Collections SP Zoo — UK Branch,
were transferred to the Company at a consideration of £71,000. Its assets and liabilities were not
transferred to the Company but rather to the parent Company of the UK collection branch based
in Poland. The consideration was calculated based on the net present value of future cash to be
derived from these third party clients. This transaction led to goodwill of £71,000 being
recognised in the financial statement. This has not been subjected to an 1mpa1rment review given
the immaterial nature of the amount involved in this business deal.

Impairment testing of goodwill:

Intangible assets with indefinite useful lives are tested at least annually for impairment by
comparing the carrying value with the recoverable amount, by using the value in use (“VIU”)
calculations for each of the cash generating units (“CGU”) of risk and collection services.

The VIU is defined as the present value of future cash flow as identified from the CGUs
respective business plan, including the terminal value. The cash flow beyond the three-year
budget period are extrapolated using the estimated perpetual growth rate.

The main assumptions for the calculation of the VIU are as follows; the perpetual growth rate
of 1%, the post-tax discount rate of 8.2%, average annual growth rate (AAGR) for turnover in
the risk services is 0.5% and 6.9% in the collection services, annual capital expenditure and
changes in working capital were based on the AAGR. The model is based on projected three-
year budget approved on 31 December 2022 by both the board of Directors and Euler Hermes
Group.

The impairment test was carried out to cover the accounting period 2022. The test results showed
that no impairment is required for CGUs for the aforementioned years.

A sensitivity analysis was also performed on the key assumptions used to determine the VIU for
each CGU as at 31 December 2022. Management believes that no reasonably probable change
in any of the key assumptions would cause the carrying value of any goodwill to exceed its
recoverable amount.
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9. Intangible assets (continued)

The table below shows the decrease required in the perpetual rate or the increase required in the
discount factor, the working capital and fixed capital expenditure and the average growth rate for the
recoverable amount of the CGU to equal the carrying amount. However, the sensitivity test on the
required decrease in the perpetual growth rate, the average growth rate, and the changes in working
and fixed capital of both the risk and collection services resulted in extremely large percentages;
hence all four have been stated below as greater than 1000%.

Risk Services Collection Services
Increase in discount factor 292.3% 330.3%
Decrease in perpetual rate >1000.00% >1000.00%
Average growth rate in turnover >1000.00% >1000.00%
Working capital change >1000.00% >1000.00%
Changes in fixed capital >1000.00% >1000.00%
Carrying value of goodwill £1,765,000 £216,000

Management has calculated the values assigned to each of the above key assumptions as follows:

Assumption Approach used to determine values
Turnover Average annual growth rate over the three-year budget period which is based

on management’s expectation of market evolution and historic performance.

Annual fixed capital ~ Expected cash outflow is based on weighted percentage of the annual growth
expenditure rate of turnover.

Change in working Changes in accounts receivables and payables were estimated based on the
capital weighted percentage of the annual growth rate of turnover.

Perpetual growth rate  The weighted average growth rate used to extrapolate cash flows beyond the
budget period. This is the same rate as used by Euler Hermes Group.

Discount rate Relates to specific risk of the relevant segment and is same rate used at Euler
Hermes Group level.
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10.

Tax on profit
Recognised in the profit and loss
UK corporation tax

Current year current tax (credit)

Under provision in the prior years
Total current tax charge/(credit)

Deferred tax
Current year deferred tax charge - (see
note 12)
Impact of change in tax rate

Total deferred tax charge/(credit)
Total tax charge/(credit) on profit
Total tax income recognised in other comprehensive

income
Deferred tax charge through OCI

Reconciliation of effective tax rate

Profit before taxation

Tax using the UK corporation tax rate of 19% in 2022
(2021: 19% '

Non-deductible expenses
Under provision in the prior years
Other

Arising from origination and reversal of temporary
difference

Impact of change in tax rate

Total tax charge/(credit) on profit

2022 2021
£'000 £'000
(35) (74)
74 69
39 )
2,439 503
0) (1,041)
2,439 (538)
2,478 (543)
5,725 4,503
2022 2021
£000 £000
3,316 2,935
630 558
88 42
74 69
(753) *(674)
2,439 *503
0 (1,041)
2,478 (543)

*Deferred tax charge through the profit and loss account has been reclassified from other to arising
from origination and reversal of temporary difference.
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11. Trade and other receivables

Trade receivables - group

- third party
Amounts owed by group undertakings
Corporation tax receivable
Other debtors
Deferred taxation
Prepayments and accrued income

2022 2021
£'000 £'000
4,333 3,276
1,641 553
8,503 3,843
1,090 551
91 18

0 695

334 502
15,992 9,438

The trade receivables are stated after provision for impairment of £445,000 (2021: £217,000).
Amount owed by group undertakings are unsecured, interest free, have no fixed repayment

and are repayable on demand.

12. Deferred tax (liability) / asset

Analysis of deferred tax (liability)/asset:

Asset at 1 January

(Charge) to the profit and loss account for the year
Expense in other comprehensive income

Impact of change in tax rate through profit and loss account

Deferred tax arises from:
Other

Capital allowance
Restructuring provision
Pension related

2022 2021
£'000 £'000
695 4,660
(2,439) (503)
(5,725) (4,503)
0 1,041
(7,469) 695
(19) (70)
(512) 189
0 31)
(6,938) 607
(7,469) 695

In the Spring Budget 2021, the Government announced that from 1 April 2023 the corporation
tax rate will increase to 25% (rather than remaining at 19%, as previously enacted). This new
law was substantively enacted on 24 May 2021. Deferred taxes at the balance sheet date
measured using both the blended and enacted tax rates are reflected in these financial statements.

The net deferred tax balance includes deferral of the pension contribution made during the year
of an amount of £5,700,000. This has resulted in a DTA of £1,300,000 being raised and included
in the net balance disclosed above. There was unused prior year tax loss of £2,400,000 (2021:

£2,400,000). )
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13.

14.

Provision for restructuring costs

The Company has made a net decrease of £161k in the provision during the year leaving a
closing balance of nil. The decrease in the provision in the year is to cover internal
reorganisation and to close off the vision 2021 project within non-core functions. During the
year, the company paid out £161k within non-core functions of the business and this was

recognised directly as part of administrative expense (see note 3).

A breakdown of the overall impact of the costs within the Company’s financial statements in

both 2022 and 2021 is as follows:

Restructuring costs provided

Balance brought forward at 1 January
Movement:

Less - Released

Less - Utilised

Add - Increase in provision

Balance carried forward as at 31 December

Creditors - amounts falling due within one year

Amount owed to group undertakings
Other creditors

Restructuring provisions

Accruals and deferred income

2022 2021
£'000 £'000
161 487

0 0
(161) (326)
0 0

0 161
2022 2021
£'000 £'000
47,353 32,676
6,551 3,266

0 161

6,299 5,795
60,203 41,398

Amount owed to group undertakings are unsecured, interest free, have no fixed repayment and are
repayable on demand.

The Company has given no securities for amounts owed to all its creditors.

15.

Creditors - amounts falling due after more than one year

Deferred tax (refer to note 12)
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2022 2021
£'000 £'000
7,469 0
7,469 0




Euler Hermes Services UK Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)

Year Ended 31 December 2022

16. Called up share capital

Authorised — ordinary shares of £1 each

At 31 December
Allotted, called up and fully paid
At 31 December

17. Profit and loss account

At 1 January

Profit for the financial year
Other comprehensive income
At 31 December

18. Contingent liabilities

2022 2021
Number of Number of
Shares Shares
£000 £000
500 500
500 500
2022 2021
£°000 £000
(18,760) (35,747)
838 3,478
17,176 13,509
(746) (18,760)

At 31 December 2022, there were no contingent liabilities (2021: £0).

19. Ultimate and immediate parent undertaking

The immediate parent undertaking at 31 December 2022 is Euler Hermes S.A. (N.V.), which
is incorporated and registered in Belgium, copies of whose financial statements can be
obtained from its registered office at Avenue des Arts 56, 1000 Brussels, Belgium.

The ultimate parent undertaking and controlling party at 31 December 2022 is Allianz SE,
which is incorporated and registered in Germany as a European company, copies of whose
consolidated financial statements can be obtained from its registered office at Koniginstrape

28, 80802 Miinchen, Germany.

20. Post balance sheet events

There is no subsequent event, which requires a modification of the values of assets and

liabilities or any additional dlsclosure
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