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The Lancashire and Yorkshire Reversionary Interest Company Limited
Strategic report

The directors present their Strategic Report for The Lancashire and Yorkshire Reversionary Interest C o mpan y
Limited (the Company) for the year ended 31 December 2019.
Review of the Company’s business
The Company is a limited liability company incorporated in England and Wales. The principal a ctiv it y o f t he
Company was the purchase of, and secured lending on, life interests and reversions. The Company is n o lo n ger
open to new business.
Financial position and performance
Total operating expenses incurred decreased to £40,000 for 2019 (2018: £52,000).
Total equity decreased by £239,000 (2018: increased by £166,000), reflecting the profit f or t h e y ear less t h e
dividend paid.
Future outlook
The directors consider that the Company will continue to operate in a manner c o n sist ent wit h 2 01 9 in t o t he
foreseeable future.
On 11 March 2020, the World Health Orga nization declared the outbreak o f a st rain o f n ovel co ro naviru s
disease, COVID-19, a global pandemic. Governments in affected areas have imposed a n umb er o f m easures
designed to contain the outbreak, including business closures, travel restrictions, stay a t home orders and
cancellations of gatherings and events. The spread of COVID-19 has resulted in an economic d o wnt urn in t h e
UK, as well as causing increased volatility and declines in financial markets. The sp read o f t he v iru s is n o w
slowing down and restrictions are beginning to lift but the risk of subsequent peaks means the adverse impact on
the UK economy could be deepened and result in further declines in financial markets.
The company continues to maintain healthy liquidity and expects to meet its cash requirements. Since the o nset
of the pandemic the Company has remained operational, with key activities such as cash payments and
transaction processing being maintained, IT systems remaining operational, and Gro u p em plo yees in clu din g
frontline customer facing staff being supported to ensure that that we were there to support our customers wh en
they need us most. As the situation is still evolving it is not practicable to quantify the potential impact of
volatile financial markets on expected earnings or the Company at this stage.
Principal risks and uncertainties
The Company is exposed to financial risk through its financial assets and liabilities in the ordinary course o f it s
business. It is also exposed to operational risk of loss resulting from internal processes, people and sy stems, o r
from external events, including regulatory risk.
The Company is indirectly exposed to market risk as it has an interest in the underlying trust assets, and in come
receivable may be affected by the value of those underlying investments. To reduce the risk that income
receivable is not sufficient to recover the initial cost of the Company’s investment, the Company has t ak en o ut
life insurance policies for all life interest customers. The principal risk facing the Company remains credit risk ,
should counterparties fail to meet all or part of their obligations in a timely fashion.
The Company uses a number of metrics to measure, monitor and manage risks and a fuller explanation o f t hese
risks, other than operational risk, may be found in note 12 to the financial statements.
Key performance indicators (KPIs)
Revenue represents gross receipts from life interests and property, including interest on loans. I n come f or t h e
year has decreased by 39% to £277,000 (2018: £454,000). The downward movement is d u e t o lo wer in co m e
from life insurance policies of £7,000 for 2019 (2018: £188,000) and £17,000 from a rectificatio n case (2 0 18:
£22,000). Income on live policies is in line with 2018. This is in line with expectations as the business is in ru n off and the number of remaining policies is falling year on year.
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Strategic report (continued)

Profit for the year is £261,000 (2018: £166,000). Total equity has decreased by £239,000 (2018: i n crea sed b y
£166,000), reflecting the profit for the year less the dividend paid. (2018: profit for the year).
Section 172 (1) statement
The Directors report here how they have discharged their duties under Section 172 (1) o f t h e C ompanies Act
2006 and during 2019.
The Board is responsible for monitoring and upholding the culture, values, standards, ethics, and rep utatio n o f
the “Company” to ensure that its obligations to its shareholder and to its stakeholders are met.
The Board monitors adherence to the Aviva Group business standards and compliance with the Aviva
Governance Framework. The Company, as a wholly owned subsidiary of Aviva plc Group, is managed as part of
its UK Life business.
For each matter which comes before the Board, stakeholders who may b e a ffect ed are id en tif ied a nd t h eir
interests are carefully considered as part of the Board’s decision-making process.
The Board is also focussed on the wider social context within which our businesses o p erate, in clu din g t h ose
issues related to climate change which are of fundamental importance to the planet’s well-being.
The Company's culture
As the provider of vital financial services to many customers, the Company seeks to earn cu st omers’ t ru st b y
acting with integrity and responsibility at all times. The Company looks to build relationships with all
stakeholders based on openness and continuing dialogue.
The Company’s culture is shaped by clearly defined values to help ensure it operates appropriately and does t h e
right thing. The Company values diversity and inclusivity in our workforce and beyond. Th e commit men t we
make to each customer extends to all our stakeholders; that we are ‘with you t o day, f or a b et ter t omo rrow.’
Throughout the Company's business, the Board is proud of the Company's people wh o liv e b y Av iv a’s co re
value of 'Care More' for our customers for each other and for the communities they serve.
Key strategic decisions in 2019
Following the split of the UKI business into separate UK Life and Pensions and General Insurance b u sin esses,
and the appointment of Angela Darlington as the UK Life CEO, and the appointment of Lindsey Rix as t h e UK
Savings and Retirement CEO, the Aviva Life & Pensions UK Limited (UKLAP) Board, bein g t h e im mediat e
shareholder of the Company, has aligned its strategic focus with that of Aviva Group, to develop Sav ings a nd
Retirement as a core growth opportunity for the Life business, supporting cu st omers t o sa ve f or t h e f ut ure,
navigate their retirement and to protect what’s most important to them.
Stakeholder Engagement
(i) Employees
The Company has no employees. The staff engaged in the activities of the Company are emplo ye d b y f ello w
subsidiary undertakings of Aviva plc. As part of the Aviva Group, these staff enjoy t h e b enef it o f t h e Av iva
Group policies and benefits made available to them.
Aviva Group engagement mechanisms include employee forums, internal communication channels, and informal
meetings with Directors and employee engagement surveys.
A comprehensive global employee engagement survey is carried out each year, and the results are considered by
the Board in the context of culture, values and behaviours and actions to continually im pro ve t he sco res a re
discussed and agreed.
Aviva employees share in the business’ success as shareholders through membership of the Group's global share
plans.
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(ii) Customers
During 2019, the Board, in conjunction with Aviva plc, has renewed its focus on Aviva as a tru st ed lo n g-term
partner for our customers helping them to sa ve for the future, navigate retirement and protect wh ere it m att ers
most. On behalf of the Company, the UKLAP Board •
•
•
•
•

closely monitors customer metrics and engages with the leadership team to understand the issues if
business performance does not meet customers’ expectations;
continues to monitor and review developments concerning changes to our IT platforms which will a llo w
us to simplify and support service delivery to our customers;
receives reporting on strategic initiatives throughout the year, undertakin g d eep d iv es in t o a reas t hat
impact the customer in order to re-align strategy where applicable;
regularly receives input to enable it to closely monitor customer metrics, and subsequently en gage wit h
the senior leaders to address any issues that may arise from customer comp laint s, f eedback a nd o u r
approach to Treating the Customer Fairly; and
works to ensure that we deliver fair va lue to our customers, and is currently reviewing a number of
product governance issues and making redress to affected customer where appropriate.

(iii) Suppliers
All supplier related activity is managed in line with the Group Procurement & Outsourcing Business St andard.
This ensures that supply risk is managed appropriately including in relation to customer outcomes, data security,
corporate responsibility, financial, operational, contractual, and brand damage caused by inadequate oversight or
supplier failure.
In the UK, the ultimate parent Aviva plc is a signatory of the Prompt Payment Code which set s st andards f o r
high payment practices. Aviva is a Living Wage employer in the UK, and supplier contracts include a
commitment to paying eligible employees not less than the Living Wage in respect of work provided to Aviva at
our premises in the UK.
(iv) Communities
Aviva runs a health and wellbeing proposition for UK employees, Wellbeing@Aviva, providing products,
improved policies and better support to enhance employees mental, physical, community & f in an cial wellin g.
This has led to Aviva's people creating of a number of internal communities to enable colleagues con nect o ver
activities they are passionate about.
The UK Life business supports a number of local issues, including the charity 'York Cares' which p ursu es a ny
charitable purpose for the benefit of the people for the City of York. Aviva received an award recent ly f rom
York Cares at the annual recognition event for the social connection work b y Aviva staff with the dementia ward
at York hospital.
Aviva Group actively encourages and supports colleagues to volunteer in their com munities, to make a posit iv e
impact and help build stronger communities.
(v) Shareholders
The Company’s ultimate shareholder is Aviva plc and its immediate shareholder is UKLAP. Any matters
requiring escalation are escalated by the Board through the Chairman to its parent.
By order of the Board

Aviva Company Secretarial Services Limited
Company Secretary

22 September 2020
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Registered in England No. 19770
Directors’ report
The directors present their annual report and financial statements for The Lancashire and Yorkshire
Reversionary Interest Company Limited (the Company) for the year ended 31 December 2019.
Directors
The directors of the company who were in office during the year and up to t h e d at e o f sign in g t h e f in ancial
statements are listed on page 1.
Dividend
During the year the Company paid a dividend of £500,000 (2018: £nil).
Financial risk management
Details of fina ncial risk management are discussed in the principal risks and uncertainties section of the Strategic
Report on page 3.
Future development
Details of future development are discussed in the future outlook section of the Strategic Report on page 3.
Employees
All staff are employed by a fellow subsidiary undertaking of Aviva plc, Aviva Employment Serv ic es Limit ed
(AESL), who make a management charge for the provision of staff to the Company. It is not possible to ascertain
separately the element of the management charge that relates to staff costs. Disclosu res relat in g t o emplo yee
remuneration and the average number of persons employed are made in the Financial Statements of AESL.
Disclosure of information to the auditors
Each person who was a director of the Company on the date that this report was approved, confirms that:
-

so far as the director is aware, there is no relevant audit information of which the auditors are unaware; and

-

each director has taken all the steps that they ought to have taken as a director in order to make themselv es
aware of any relevant audit information and to establish that the auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions o f Sectio n 4 18 o f t h e
Companies Act 2006.
Independent auditors
It is the intention of the directors to reappoint the auditors, PricewaterhouseCoopers LLP, u n d er t h e d eemed
appointment rules of Section 487 of the Companies Act 2006.
Qualifying indemnity provisions
Aviva plc, the Company’s ultimate parent, granted in 2004 an indemnity to the d irect ors a gainst lia b ilit y in
respect of proceedings brought by third parties, subject to the conditions set out in t h e C ompanies Act 1 9 85,
which continue to apply in relation to any provision made before 1 October 2007. This indemnity is a
“qualifying third party indemnity” for the purposes of sections 309A to 309C of the Companies Act 1985. These
qualifying third party indemnity provisions were in force throughout the year and at the date o f a ppro vin g t h e
Directors’ Report by virtue of paragraph 15, Schedule 3 of The Companies Act 2006 (Commencement No . 3 ,
Consequential Amendments, Transitional Provisions and Savings) Order 2007.
The directors also have the benefit of the indemnity provision contained in the Company’s articles of association,
subject to the conditions set out in the Companies Act 2006. This is a “qualifying third party indemnity”
provision as defined by section 234 of the Companies Act 2006.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Directors’ report (continued)
Statement of directors' responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in a ccordance wit h
applicable law and regulation.
Company law requires the directors to prepare financial statements for each financial year. Under t h at la w t h e
directors have prepared the financial statements in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union. Under company law the directors must not ap prove t h e f inanc ial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company an d
of the profit or loss of the Company for that period. In preparing the financial st at emen ts, t h e d irectors a re
required to:
•
•
•
•

select suita ble accounting policies and then apply them consistently;
state whether applicable IFRSs as adopted by the European Union have been follo wed, su bj ect t o a ny
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 t hat t h e
company will continue in business.

The directors are also responsible for safeguarding the assets of the Company and hence for takin g rea so nable
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.
By order of the Board

Aviva Company Secretarial Services Limited
Company Secretary

22 September 2020
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Independent auditors’ report to the members of The Lancashire and Yorkshire
Reversionary Interest Company Limited
Report on the audit of the financial statements
Opinion
In our opinion, The Lancashire and Yorkshire Reversionary Interest Company Limited’s financial statements:
•
•
•

give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of it s p ro f it
and cash flows for the year then ended;
have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union; and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the annual rep o rt a nd f inancial st at ements (t h e
“Annual Report”), which comprise: the statement of financial position as at 31 De cemb er 2 0 19 ; t h e in come
statement, the statement of cash flows, the statement of changes in equity for the year then ended; the accounting
policies; and the notes to the financial statements.
Basis for opinion
We conducted our audit in accordance with International Standa rds on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsib ilit ies f o r
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 relev ant t o o u r
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, a nd we have fulfilled our
other ethical responsibilities in accordance with these requirements.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report
to you where:
•
•

the directors’ use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to a dop t t h e go in g co ncern b a sis o f
accounting for a period of at least twelve months from the date wh en t h e f inan cial st a tement s are
authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to t h e
company’s a bility to continue as a going concern.
Reporting on other information
The other information comprises all of the information in the Annual Report other than the financial sta tement s
and our auditors’ report thereon. The directors are responsible for the other informatio n. Ou r o p in io n o n t he
financial statements does not cover the other information and, accordingly, we do not express an aud it o pin io n
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 statement s o r o u r
knowledge obtained in the audit, or otherwise appears to be materially misstated. I f we id en tif y a n a pparent
material inconsistency or material misstatement, we are required to perform procedures t o co nclud e wh eth er
there is a material misstatement of the financial statements or a material misstatement of the other inf ormatio n.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we a re 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 requ ired
by the UK Companies Act 2006 have been included.
Based on the responsibilities described above a nd our work undertaken in the course of t h e au dit , I SAs (UK)
require us also to report certain opinions and matters as described below.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Independent auditors’ report to the members of The Lancashire and Yorkshire
Reversionary Interest Company Limited (continued)
Strategic Report and Directors’ report
In our opinion, based on the work undertaken in the course of the audit, the information given in t h e St ra tegic
Report and Directors’ Report for the year ended 31 December 2019 is consistent with the financial st at ements
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 co urse o f t he
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 in respect of the financial st at emen ts set
out on page 7, the directors are responsible for the preparation of the financial statements in accordance with t h e
applicable framework and for being sa tisfied 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 financia l
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 goin g co ncern an d u sin g t h e go in g
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, o r
have no realistic alternative but to do so.
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 o ur o p in ion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in a ccordance
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, they could reasonably be expected t o in f lue nce t h e
economic decisions of users taken on the basis of these financial statements.
A further description of our responsibilities for the audit of the financial statemen ts is lo c a t ed o n t h e FR C’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 a nd only for the compan y’s m embers a s a b o dy in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giv in g
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this rep o rt
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

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

we have not received all the information and explanations we require for our audit; or
adequate accounting records have not been kept by the company, or returns adequate for our audit have
not been received from branches not visited by us; or
certain disclosures of directors’ remuneration specified by law are not made; or
the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Sean Forster (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London
22 September 2020
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Accounting policies
The Company is a private company limited by shares and domiciled in the United Kingdom (UK). The Company
was involved in the purchase of, and secured lending on, life interests and reversions. The principal accoun tin g
policies adopted in the preparation of these financial statements are set out below. Th ese p o licies h ave b een
consistently applied to all yea rs presented, unless otherwise stated.
(A) Basis of presentation
The financial statements have been prepared in accordance with International Financia l R ep ort ing St a ndards
(IFRS) as issued by the International Accounting Standards Board (IASB) as endorsed by the Europ ean Un io n
(EU), and those parts of the Companies Act 2006 applicable to those reporting under IFRS. The financial
statements have been prepared under the historical cost convention.
The financial statements are prepared on the going concern basis.
The financial statements are stated in sterling, which is the Company’s functional and presentational cu rren cy.
Unless otherwise noted, the amounts shown in these financial statements are in thousa nds o f p ou nds st erlin g
(£’000).
New standards, interpretations and amendments to published standards that have been a dopted by the
Company
The Company has adopted the following amendments to standards wh ic h b ecame ef fect iv e f o r t h e a nnual
reporting period beginning on 1 January 2019:
(i) IFRS 16 Leases
In January 2016, the IASB published IFRS 16 Leases. This standard replaces I AS 1 7 Leases an d a pplies t o
annual reporting periods beginning on or after 1 January 2019. The standard has been endorsed by the EU. IFR S
16 has introduced a definition of a lease with a single lessee accounting model, eliminating the previous
classification of either operating or finance leases. Lessees are required to recognise lease assets and liabilities on
the statement of financial position for all leases, with the exception of short-term and low-value lea ses. Lessor
accounting remains similar to the previous approach set out in IAS 17. The adoption of IFRS 16 did not im pact
the Company.
The following amendments to existing standards and IFRIC interpretations have been issued and endorsed by the
EU, are effective from 1 January 2019 or earlier, and do not hav e a sign if ica nt im pact o n t he C ompany ’s
financial statements.
(i) IFRIC 23, Uncertainty over Income Tax Treatments
In June 2017, the IASB published IFRIC 23 Uncertainty over Income Tax Treatments. The standard is effectiv e
for annual reporting beginning on or after 1 January 2019.
(ii) Amendments to IAS 19 – Plan Amendment, Curtailment or Settlement
In February 2018, the IASB published Plan Amendment, Curtailment or Settlement (Amendments t o I AS 1 9 ).
The amendments are effective for annual reporting beginning on or after 1 January 2019.
(iii) Amendments to IAS 28: Long-term Interests in Associates and Joint Ventures
In October 2017, the IASB published Long-term Interests in Associates and Joint Ventures (Amendments to IAS
28). The amendments are effective for annual reporting beginning on or after 1 January 2019.
(iv)Annual Improvements to IFRS Standards 2015-2017 Cycle
These improvements consist of amendments to three IFRSs including IFRS 3 Business Combinations, I FRS 1 1
Joint Arrangements, IAS 12 Income taxes and IAS 23 Borrowing Costs. Th e amendmen ts a re ef fect iv e f o r
annual reporting beginning on or after 1 January 2019.
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Accounting policies (continued)
Standards, interpretations and amendments to published standards that are not yet effective and have not
been adopted early by the Company
The following new standards and amendments to existing standards have been issued, are not yet effectiv e a nd
are not expected to have a significant impact on the Company’s financial statements:
(i)IFRS 17, Insurance Contracts
In May 2017, the IASB published IFRS 17 Insurance Contracts, a comprehensive new accounting st andard f o r
insurance contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS 17
will replace IFRS 4 that was issued in 2005. IFRS 17 applies to all types of insurance co ntracts a s well a s t o
certain guarantees and financial instruments with discretionary participation features. In contrast to the
requirements in IFRS 4, which are largely based on grandfathering of previous local accounting policies, I FR S
17 provides a comprehensive and consistent approach to insurance contracts. The core of IFRS 17 is the general
model, supplemented by a specific adaption for contracts with direct participation f eatu res (t h e v ariable f ee
approach) and a simplified approach (the premium allocation approach) mainly for short-duration contracts.
The main features of the new accounting model for insurance contracts are, as follows: the measurement o f t h e
present value of future cash flows incorporating an explicit risk adjustment and remeasured at each rep ort in g
period (the fulfilment cash flows); a contractual service margin that is equal and opposite to any day one gain in
the fulfilment cash flows of a group of contracts, representing the unearned profit of the insurance contracts to be
recognised in profit or loss over the service period (coverage period); the presentation of insurance revenu e a nd
insurance service expenses in the statement of comprehensive income based on the concept of insurance services
provided during the period; and extensive disclosures to provide information on the recognised amo unt s f ro m
insurance contracts and the nature and extent of risks arising from these contracts.
The adoption of IFRS 17 is not expected to have a significant impact on the Company’s financial statemen ts. I t
is expected that the standard will apply to annual reporting periods beginning on or after 1 January 2023 and this
standard has not yet been endorsed by the EU.
(ii) Amendments to References to the Conceptual Framework in IFRS Standards
Published by the IASB in March 2018. The amendments are effective for annual reporting beginning on or aft er
1 January 2020 and were endorsed by the EU on 29 November 2019.
(iii) Amendment to IFRS 3 Business Combinations
Published by the IASB in October 2018. The amendments are effective for annual rep o rt ing b egin n ing o n o r
after 1 January 2020 and have not yet been endorsed by the EU.
(iv)Amendment to IAS 1 and IAS 8: Definition of material
Published by the IASB in October 2018. The amendments are effective for annual rep o rt ing b egin n ing o n o r
after 1 January 2020 and were endorsed by the EU on 29 November 2019.
(v) Interest Rate Benchmark Reform
Published by the IASB in October 2019. The amendments are effective for annual rep o rt ing b egin n ing o n o r
after 1 January 2020 and were endorsed by the EU on 15 January 2020.
(vi)Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabili ti es a s C urrent o r N on
current.
Published by the IASB in January 2020. The amendments are effective for annual reporting beginning on or after
1 January 2022 and have not yet been endorsed by the EU.
(B) Critical accounting estimates and judgements
The preparation of the Company’s financial statements, in accordance with IFRS, requires management to make
judgements, estimates and assumptions in applying the accounting policies that affect the reported a mount s o f
assets, liabilities, income and expenses. There are no major areas of judgement on po licy a pplica tio n f or t h e
Company.
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Accounting policies (continued)
All estimates are based on management’s knowledge of current facts and circumstances, assumptions b ased o n
that knowledge and their predictions of future events and actions. Actual results may differ from those estimates,
possibly significantly. There are no items considered to be particularly susceptible to changes in est imat es a nd
assumptions for the Company.
(C) Revenue
Revenue represents gross receipts from life interests and property, including in t erest o n lo ans. Th e b asis o f
recognition of revenue is as follows:
Life interests

- when they become receivable

Interest on loans

- on an accruals basis

(D) Cost of sales
Cost of sales represents report fees and costs, life insurance premiums payable, management fees and t h e v alu e
of derecognised loans in relation to fallen in cases.
(E) Interest receivable and similar income
Interest income is recognised as it accrues.
(F) Investments
Investments with fixed or determinable payments and where repayments consist solely of principal and in t erest
are carried at amortised cost using the effective interest rate method. Other investments are classed as
mandatorily held at fair value through profit and loss. For these investments the carrying value is equal t o co st ,
being a reasonable approximation of fair value. The Company does not intend to dispose of these investments.
Investments are derecognised and treated a s realisations when the right to receive cash flows from the asset h as
expired. These are included within cost of sales in the income statement.
Investments are reviewed for impairment losses whenever events or changes in circumstances indicat e t h at t h e
carrying amount may not be recoverable, should for example the value of the asset on which the loan is secu red
ever fall below the loan amount. An impairment loss is recognised for the amount by which the carrying amoun t
of the asset exceeds its recoverable amount. Impairments in value are charged to the income statement.
(G) Receivables and payables
The classification and measurement of financial a ssets, including receivables, is driven by an assessment o f t h e
Company’s business model for ma naging financial assets, and the extent to which the fina ncial assets’
contractual cash flows are solely payment of principal and interest. Based on the outcome o f t h is a ssessment ,
receivables are initially recognised at the transaction price, with subsequent measurement b ein g a t amort ised
cost.
The Company calculates expected credit losses for all financial assets held at either amortised cost or fair v alu e
through other comprehensive income. Expected credit losses are calculated on either a 1 2-mo nth o r lif et ime
basis depending on the extent to which credit risk has increased significantly since initial recognition. The
Company makes use of a simplified approach for trade receivables such that expected credit losses are a lways
calculated on a lifetime basis.
Payables are initia lly recognised at their fair value, with subsequent measurement being at amortised cost.
(H) Statement of cash flows
Cash and cash equivalents consist of cash at banks and in hand.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Accounting policies (continued)
(I)

Income taxes

The current tax expense is based on the profits for the year, after any adjustments in respect of prior years. Ta x,
including tax relief for losses if applicable, is allocated over profits before tax and amounts charged or cred it ed
to components of other comprehensive income and equity as appropriate.
Provision is made for deferred tax liabilities, or credit taken for deferred tax assets, using the liability method, on
all material temporary differences between the tax bases of assets and liabilities and their carrying amounts in the
financial statements.
The rates enacted or substantively enacted at the statement of financial p o sit ion d ate are u sed t o v alu e t h e
deferred tax assets and liabilities.
Deferred tax assets are recognised to the extent that it is probable that future taxable p ro fit will b e a v aila b le
against which the temporary differences can be utilised. Where there is a history of tax losses, deferred tax assets
are only recognised in excess of deferred tax liabilities if there is convincing evidence that future profits will b e
available.
Deferred tax is provided on any temporary differences arising from investments in subsidiaries, associa tes and
joint ventures, except where the timing of the reversal of the temporary difference can b e co nt rolled a nd it is
probable that the difference will not reverse in the foreseeable future.
Deferred taxes are not provided in respect of any temporary differences arising from the initial reco gn it io n o f
goodwill, or from the initial recognition of an asset or liability in a tran saction which is not a business
combination and affects neither accounting profit nor taxable profit or loss at the time of the transaction.
Current and deferred tax relating to items recognised in other comprehensive income and directly in eq u it y a re
similarly recognised in other comprehensive income and directly in equity respectively. Deferred tax rela t ed t o
any fair value re-measurement of available for sale investments, owner occupied properties, pensions and o t her
post-retirement obligations and other amounts charged or credited directly to other co mprehen sive in come is
recognised in the statement of financial position as a deferred tax asset or liability.
(J) Share capital
Equity instruments
An equity instrument is a contract that evidences a residual interest in the assets of an entity after deductin g a ll
its liabilities. Accordingly, a financial instrument is treated as equity if:
(i)

there is no contractual obligation to deliver cash or other financial assets or to exchange financial assets o r
liabilities on terms that may be unfavourable; and

(ii)

the instrument will not be settled by delivery of a variable number of shares or is a derivative t hat ca n b e
settled other than for a fixed amount of cash, shares or other financial assets.

Dividends
Interim dividends on ordinary shares are recognised in equity in the period in which they are paid. Final
dividends on these shares are recognised when they have been approved by shareholders.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Income statement
For the year ended 31 December 2019

Note

2019
£’000

2018
£’000

Income
Revenue
Cost of sa les
Gross profit

C
D

277
(18)
259

454
(199)
255

Interest receivable and similar income

E

3
262

2
257

Expenses
Operating expenses
Profit before tax

1

(40)
222

(52)
205

Tax credit/(charge)

I&3

39

(39)

Profit for the year

261

166

The Company has no other comprehensive income.

The accounting policies (identified alphabetically) on pages 10 to 13 and the notes (identified numerically ) o n
pages 18 to 24 are an integral part of these financial statements.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Statement of financial position
As at 31 December 2019

Note
Assets
Investments
Tax assets
Receivables
Prepayments and accrued income
Cash and cash equivalents
Total assets

F&4
I&7
G&8
H & 10

2019
£’000

2018
£’000

701
26
170
9
906

706
4
468
13
1,191

Equity
Ordinary share capital
Retained earnings
Total equity

J&5
6

462
404
866

462
643
1,105

Liabilities
Payables and other financial liabilities
Total liabilities

G&9

40
40

86
86

906

1,191

Total equity and liabilities

The financial statements were approved by the Board of directors on 22 September 2020 and were signed on it s
behalf by

O Stowe Director

The a ccounting policies (identified alphabetically) on pages 10 to 13 and the notes (identified numerically ) o n
pages 18 to 24 are an integral part of these financial statements.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Statement of changes in equity
For the year ended 31 December 2019

Note
Balance at 1 January 2018
Profit for the year
Balance at 31 December 2018
Profit for the year
Dividends
Balance at 31 December 2019

6

6
J&6

Ordinary
share
capital
£’000

Retained
earnings

Total equity

£’000

£’000

462
462

477
166
643

939
166
1,105

462

261
(500)
404

261
(500)
866

The accounting policies (identified alphabetically) on pages 10 to 13 and the notes (identified numerically ) o n
pages 18 to 24 are an integral part of these financial statements.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Statement of cash flows
For the year ended 31 December 2019

Note
Cash flows from operating activities
Cash generated from/(used in) operations
Net cash generated from/(used in) operating activities
Cash flows from financing activities
Dividends paid
Net cash used in financing activities

2019
£’000

2018
£’000

10

500
500

(1)
(1)

6

(500)
(500)

-

Net increase/(decrease) in cash and cash equivalents

-

(1)

Cash and cash equivalents at 1 January

-

1

-

-

Cash and cash equivalents at 31 December

10

The accounting policies (identified alphabetically) on pages 10 to 13 and the notes (identified numerically ) o n
pages 18 to 24 are an integral part of these financial statements.
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The Lancashire and Yorkshire Reversionary Interest Company Limited
Notes to the financial statements
For the year ended 31 December 2019
1.

Operating expenses

Under a management agreement Aviva Life Services UK Limited (UKLS), a fellow group undertaking, supplies
and makes charges for the provision of operational assets and staff to the Company. The agreement specifies t h e
amounts payable to UKLS which are shown in note 13(c).
Directors’ emoluments
All directors were remunerated by AESL, a fellow subsidiary of the ultimate parent company , Av iva p lc. Th e
emoluments are recharged, as part of a head office management charge under management service agreemen ts,
to all operating divisions of the Aviva Group. No direct recharge has been made to the Company in resp e ct o f
these emoluments as these directors were not primarily remunerated for their services to the Company.
Accordingly, no emoluments are disclosed in respect of these directors.

2.

Auditors’ remuneration

The total remuneration payable by the Company, excluding VAT, to its auditors, PricewaterhouseCoopers LLP
and their associates, in respect of the audit of these financial statements, is shown below:

Fees payable for the audit of the Company’s financial statements

2019
£’000

2018
£’000

3

3

The Company is exempt under SI 2008/489 from the obligation to disclose fees in respect of ‘other services’ a s
the Company is a subsidiary of Aviva plc which prepares consolidated financial statement s. Fees p a id t o t h e
Company’s auditors, PricewaterhouseCoopers LLP and its associates for services other than the statuto ry a udit
of the Company and other Group undertakings are disclosed in the consolidated financial statement s o f Av iv a
plc.
Audit fees are payable by Aviva Central Services UK Limited, a fellow Gro u p company , an d recharged a s
appropriate to the Company a nd fellow Group companies.

3.

Tax credit/(charge)

(a) Tax credited/(charged) to the income statement
The total tax credit/(charge) comprises:
Current tax
For this yea r
Prior year adjustment
Total tax credited/(charged) to the income statement

18

2019
£’000

2018
£’000

39
39

(39)
-

(39)

The Lancashire and Yorkshire Reversionary Interest Company Limited
Notes to the financial statements
For the year ended 31 December 2019 (continued)
(b) Tax reconciliation
The tax on the Company's profit before tax differs from (2018: same as) the theoretical amount that would arise
using the tax rate in the United Kingdom as follows:
2019
£’000

2018
£’000

Total profit before tax

222

205

Tax calculated at standard UK corporation tax rate of 19% (2018:19%)
Adjustment to tax credit/(charge) in respect of prior years
Surrender of losses from Group undertakings for no charge
Total tax credited/(charged) to the income statement (note 3(a))

(43)
39
43
39

(39)
(39)

Finance Act 2016 introduced legislation reducing the UK corporation tax rate from 1 Ap ril 2 0 2 0 t o 1 7 %. I n t h e
Budget of 11 March 2020 the UK Government reversed this rate reduction, announcing that the UK corporation t ax
rate will remain at 19% from 1 April 2020 and this was substantively enacted on 17 March 2020. As t h e co mpany
has no deferred tax assets or liabilities, any future changes in tax rates have n o im pa ct o n t he n e t asset s o f t h e
Company as at 31 December 2019.

4.

Investments

Carrying amounts

Life
interests

Loans and
interest
outstanding
£’000
£’000
815
77
(179)
1
(8)
636
70

Balance at 1 January 2018
Realisa tions
Additions
Impairment
Balance at 31 December 2018

(6)
630

Realisations
Additions
Impairment
Balance at 31 December 2019

4
(3)
71

Total
£’000
892
(179)
1
(8)
706
(6)
4
(3)
701

For life interest cases the Company purchased the right to all or part of a set amount of income due from
portfolios of assets held in trust (based on an estimate of the yield from the portfolio within the trust and
estimated lifespan of the client). The Company receives this income over the lifetime of the client.
Loan balances a re secured against assets. These balances accrue and compound interest, which is rep a id in it s
entirety on death from the residual estate of the client. The value of one of the loans, plu s a ccrued in t erest , is
now higher than the assets upon which it is secured and the loan value was therefore impaired again during 2019.
All investments are considered to be recoverable in more than one year due to the uncertainty su rrou ndin g t h e
timing of derecognition.
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Notes to the financial statements
For the year ended 31 December 2019 (continued)
5.

Ordinary share capital

Details of the ordinary share capital of the Company at 31 December are as follows:

The allotted, called up and fully paid share capital of the Company wa s:
50,000 (2018: 50,000) ordinary shares of £9.25 each

2019
£’000

2018
£’000

462

462

Ordinary shares in issue in the Company rank pari passu. All the ordinary shares in issue carry the same righ t t o
receive all dividends and other distributions declared, made or paid by the Company.

6.

Retained earnings
2019
£’000
643
261
(500)
404

Balance at 1 January
Profit for the year
Dividend of £10 per share (2018: £nil)
Balance at 31 December

7.

2018
£’000
477
166
643

Tax

(a) General
Tax assets recoverable in more than one year are £nil (2018: £4,000). The balance of £26,000 is current.
(b) Deferred tax
The Company had no recognised or unrecognised deferred tax amounts at the year end (2018: £nil).

8.

Receivables

Amounts owed by group undertakings

2019
£’000

2018
£’000

170

468

Of the above total, £nil (2018: £nil) is expected to be received more than one year after the statement of financial
position date.

9.

Payables and other financial liabilities

Amounts owed to group undertakings

2019
£’000

2018
£’000

40

86

Of the a bove total, £nil (2018: £nil) is expected to be paid more than one year after the statement o f f ina ncial
position date.
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Notes to the financial statements
For the year ended 31 December 2019 (continued)
10. Statement of cash flows
The reconciliation of profit before tax to the net cash inflow from operating activities is:

Profit before tax
Changes in working capital:
Decrease/(increase) in receivables
Decrease in prepayments and accrued income
Decrease in payables and other financial liabilities
Net movement of operating assets
Investments
Cash generated from/(used in) operations

2019
£’000

2018
£’000

222

205

298
4
(29)

(399)
65
(58)

5
500

186
(1)

There were £nil cash and cash equivalents held at 31 December 2019 (2018: £nil).

11. Capital
In managing its capital, the Company seeks to:
-

Match the profile of its assets and liabilities, taking account of the risks inherent in the business;

-

Maintain sufficient, but not excessive, financial strength to satisfy the requirements of its customers;

-

Retain financial flexibility by maintaining liquidity; and

-

Allocate capital efficiently and to repatriate excess capital where appropriate.

The Company manages total equity of £866,000 (2018: £1,105,000) as capital.
The Company is not subject to any externally imposed capital requirements.
The Company also complies with Group mandated Capital Management Risk St andards wh ich in clu de t he
setting of risk appetites which a re designed to give some buffer against adverse event s wh en compared wit h
minimum solvency. These appetites define what action should be taken by management where the actual capital
level is above or below the desired target level.

12. Risk management
(a) Risk management framework
The Company operates a risk management framework (RMF) that forms an integral part of the management and
Board processes and decision-making framework, aligned to the Group’s risk management framework. The k ey
elements of the risk management framework comprise risk appetite; risk governance, including risk policies a n d
business standards, risk oversight committees and roles and responsibilities; and the processes the Company uses
to identify, measure, manage, monitor and report (“IMMMR”) risks, including the use of risk models and st re ss
and scenario testing.
For the purposes of risk identification and measurement, in UK Life risks are u su a lly gro u ped b y risk t y p e:
market, credit, life insurance, liquidity and operational risk. Risks falling within these types may affect a number
of key metrics, including those relating to statement of financial position strength, liquidity and profit. They may
also affect the performance of the products that the Company delivers to customers and the service to customers
and distributors, which can be categorised as risks to our brand and reputation or as conduct risk.
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Notes to the financial statements
For the year ended 31 December 2019 (continued)
To promote a consistent and rigorous approach to risk management across the business, the Company has a set
of risk policies and business standards which set out the risk strategy, appetite, framework and minimum
requirements for the Company’s operations. The Chief Executive Officer makes an annual declaratio n t h at t h e
system of governance and internal controls wa s effective and fit for purpose for their business t h ro ugho ut t h e
year; this declaration is supported by an opinion from the Chief Risk Officer.
A regular top-down key risk identification and assessment process is carried out by the risk function. This
includes the consideration of emerging risks and is supported by deeper thematic reviews. Th e C o mpan y also
operates a risk and control self-assessment process. The risk assessment processes are u sed t o gen erat e risk
reports which are shared with the relevant risk committees.
Risk models are an important tool in the measurement of risks and are u sed t o su pport t h e mo nit orin g a nd
reporting of the risk profile a nd in the consideration of the risk management actions available. Th e C o m pan y
carries out a range of stress (where one risk factor, such as equity returns, is a ssu med t o v a ry) a nd scenario
(where combinations of risk factors are assumed to vary) tests to evaluate their impact on the busin ess a nd t he
management actions available to respond to the conditions envisaged.
Roles and responsibilities for risk management in the Company are based around the ‘t h ree lin es o f d efen ce
model’ where ownership for risk is taken at all levels.
•

Line management in the business is accountable for risk management, including the implementation of t he
risk management framework and embedding of the risk culture.

•

The risk function is accountable for quantitative and qualitative oversight and challenge o f t he I MM MR
processes and for developing the risk management framework.

•

Internal Audit provides an independent assessment of the risk management framework and internal contro l
processes.

Board oversight of risk and risk management across the Company is maintained on a regular b asis t h rou gh it s
Risk Committee. The Board has overall responsibility for determining risk appetite, which is an ex p ressio n o f
the risk the business is willing to take. Risk appetites are set relative to capital and liq u id it y . Th e C o mpan y’s
position against risk appetite is monitored and reported to the Board on a regular basis.
(b) Market risk
Market risk is the risk of loss or adverse change in the financial situation (including the value of assets, liabilities
and income) resulting, directly or indirectly, from fluctuations in the level or the volatility of market v ariables,
such as interest rates, foreign exchange rates, equity, property and commodity prices.
The Company is indirectly exposed to market risk as it has an interest in the underlying trust assets, and in come
receivable may be affected by the value of those underlying investments. Independent trustees a re respo nsible
for maintaining the trust assets in accordance with the trustee agreements. To reduce the risk that income
receivable is not sufficient to recover the initial cost of the Company’s investment, the Company has t ak en o ut
life insurance policies for all life interest customers.
(c)

Credit risk

Credit risk is the risk of adverse financial impact resulting from fluctuations in credit qualit y o f t h ird p arties,
including default, rating transition and credit spread movements. The Company’s management o f cred it risk
under the oversight of ALCO, includes the articulation of risk appetite, exposure limit frameworks and
investment and lending criteria within credit risk policies and management agreements.
An assessment is carried out over all categories of financial asset to determine to what extent assets held can b e
considered to have low credit risk as at the reporting date. In making this assessment, the Company makes use of
both internal and external credit risk ratings, along with other qualitative and quantitative factors where external
ratings are not available. Where a financial asset is deemed to have low credit risk, it is assumed that t h e credit
risk on the respective assets has not increased significantly since initial recognition.
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A financial asset is considered to be in default where contractual payments are past due, o r t h e re is o b j ect ive
evidence that the counterparty will be unable to subsequently meet their payment obligations. A financial asset is
written off only when all other available measures have been taken to recover amounts due.
Where external credit ratings are available for financial assets, a significant increase in the credit risk of a
financial asset is identified where there has been a significant deterioration in the respectiv e credit ra tin g. All
financial assets at the reporting date are unrated.
Expected credit losses on material trade receivables and other assets are calculated with reference to the
Company's historical experience of losses, along with an analysis of payment terms. The Company makes use of
the simplified approach when calculating expected credit losses on trade rece ivables wh ich d o n't in clu de a
significant financing component, and therefore ca lculates expected credit losses over the lifetime of the
instrument in question. Expected credit losses have been calculated where changes in circumstances indicate that
the carrying amount of the investment may not be recoverable, should for example t h e v alue o f t he a sset o n
which the loan is secured ever fall below the loan amount.
The following table sets out expected credit losses recognised in the year.
Expected credit
losses relating to
investments
recognised in year
£’000
33
3
36

Opening expected credit losses
Recognised on instruments during the reporting year
Closing expected credit losses

The carrying amount of assets included in the statement of financial position represent s t h e max imum cred it
exposure. Credit risk for all life interest and contingent reversion customers is mitigated by t he lif e in su ran ce
policies referred to in section (b) above. This covers £630,000 of the total £701,000 investment balance.
(d) Liquidity risk
Liquidity risk is the risk that the Company will not be in a position to meet its liabilities a s t h ey f all d u e. Th e
nature of the business means that the Company is not exposed to significan t liq u id it y risk . ALC O seek s t o
determine that the Company has sufficient financial resources to meet its obligations as they fall due.
(e)

Sensitivity analysis and capital management

No profit sensitivity analysis has been provided as there is a negligible impact on profit and shareholders’ equity
of reasonably possible changes in market risk variables.

13. Related party transactions
(a) The members of the Board of Directors are listed on page 1 of these financial st a tement s. Th ere a re n o
amounts receivable from or payments due to members of the Board of Directors.
(b) Income from related parties
During the year the Company received interest of £3,000 from the parent undertaking (2018: £1,000).
Amounts receivable at year end were £170,000 (2018: £468,000) due from the parent undertaking.
The related party receivables are not secured and no guarantees were received in respect thereof. No provision or
expense has been recognised during the year in respect of bad and doubtful debts (2018: £nil).
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(c)

Services provided by related parties

Under a management agreement UKLS supplies a nd makes charges for the provision of operational a ssets a nd
staff to the Company. The agreement specifies the amounts payable to UKLS in respect of these expenses, which
were £40,000 (2018: £52,000).
Amounts payable at year end were £40,000 (2018: £86,000) due to fellow group undertakings.
The related party payables are not secured and no guarantees were received in respect thereof.
(d) Key management compensation
No charge is disclosed by the Company for key management personnel as they are key management of a number
of fellow subsidiary undertakings and it is not possible to make an accurate apportionment of their compensation
in respect or each of the individual subsidiary undertakings.
(e)

Ultimate parent undertaking and controlling party

The immediate parent undertaking is UKLAP, a company incorporated in England.
The ultimate parent undertaking and controlling party is Aviva plc, a company incorporated in England.
Aviva plc is the parent undertaking of the smallest and largest group of undertakings to consolidate these
financial sta tements at 31 December 2019. The consolidated financial statements of Aviva plc are availa ble a t
www.aviva.com or by application to the Group Company Secretary, Aviv a p lc, S t . H elen ’s, 1 Un d ershaft,
London, EC3P 3DQ.

14. Subsequent events
On 11 March 2020, the World Health Organization declared the outbreak o f a st rain o f n ovel co ro naviru s
disease, COVID-19, a global pandemic. Governments in affected areas have imposed a n umb er o f m easures
designed to contain the outbreak, including business closures, travel restrictions, stay at home orders and
cancellations of gatherings and events. The spread of COVID-19 has resulted in an economic d o wnt urn in t h e
UK, as well as causing increased volatility and declines in financial markets. The sp read o f t he v iru s is n o w
slowing down and restrictions are beginning to lift but the risk of subsequent peaks means the adverse impact on
the UK economy could be deepened and result in further declines in financial markets.
The company continues to maintain healthy liquidity and expects to meet its cash requirements. Since the o nset
of the pandemic the Company has remained operational, with key activities such as cash payments and
transaction processing being maintained, IT systems remaining operational, and Gro u p em plo yees in clu din g
frontline customer facing staff being supported to ensure that that we were there to support our customers wh en
they need us most. As the situation is still evolving it is not practicable to quantify the potential impact of
volatile financial markets on expected earnings or the Company at this stage.
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