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The directors present their strategic report for the Company for the year ended 31 December 2023.

Review of the Company’s business

Principal activities

The principal activity of the Company is that of the employing company for the majority of staff of the Aviva plc group of companies (“the Group”) in the 
United Kingdom (“UK”).

Financial position and performance

The financial position of the Company at 31 December 2023 is shown in the statement of financial position on page 20, with the results shown in the income 
statement on page 17 and the statement of cash flows on page 21. 

Profit for the year before tax has decreased from £60 million in 2022 to £50 million in 2023. The decrease from prior year is largely due to a reduction in 
pension funding for RAC (2003) Pension Scheme ("RAC") by £20 million as the scheme is fully funded. This is partially offset with an increase in net investment 
income by £6 million.

Net assets have decreased from £1,081 million as at 31 December 2022 to £776 million as at 31 December 2023. The decrease is primarily due to 
remeasurement losses recorded in relation to the Aviva Staff Pension Scheme ("ASPS") which resulted in a decrease in retirement benefit surplus, partially 
offset by a reduction in related tax liabilities. 

Significant events

During the year, £470 million (2022: £1,829 million) of remeasurement losses recognised in the statement of comprehensive income were largely driven by:
• During the period, the ASPS completed two further bulk annuity buy-in transactions with Aviva Life & Pensions UK Limited ("AVLAP"), a Group 

company. This was recognised as an actuarial loss in other comprehensive income as the premium paid by the scheme exceeded the valuation of 
the plan assets recognised.

• Economic movements, including movements in interest rates and in spreads on government and corporate bonds, and movements impacting 
other assets. This has resulted in an increase in the valuation of the defined benefit obligation not fully offset by the increase in the fair value of 
fixed income securities and other assets. 

These losses are included as movements in the remeasurement of pension schemes as set out in note 14(b).

Future outlook

Strategies for the wider Aviva Group as a whole are determined by the Board of Aviva plc and these are shown in the Aviva plc Annual Report and Accounts 
2023. The Company will work with the Group to support the implementation of these strategies. The directors consider that the Company's principal activities 
will continue unchanged for the foreseeable future.

It is anticipated that the Company's significant financial assets will continue to comprise the assets of the sponsored pension schemes. The long-term 
investment objectives are to limit the risk of the assets failing to meet the liabilities of the schemes over the long term, and to maximise returns consistent 
with an acceptable level of risk so as to control the long-term costs of these schemes.

Principal risks and uncertainties

A description of the principal risks and uncertainties facing the Company and the Company’s risk management policies are set out in note 18 to the financial 
statements.

The principal risks and uncertainties faced by the Company relate to exposure to risks affecting its pension scheme surplus, which can be summarised as 
follows:

– Market risks affecting the valuation of pension scheme assets, being interest rates, inflation, property prices and foreign exchange rates.

– Credit and market risk affecting the average rate yield on AA-rated corporate bonds used to discount pension scheme liabilities.

– Liquidity risks affecting the Company’s ability to make payments as they become due. 

– Other risks affecting assumptions used to calculate pension scheme liabilities, such as retail / consumer price inflation and mortality assumptions. 
Mortality assumptions are subject to longevity risk.

– Operational risks relating to the employment of people and payment of their salaries and benefits, including deduction and payment of, payroll taxes 
and pension contributions.

Section S.172 Statement

We report here on how our Directors have discharged their duties under Section 172(1) of the Companies Act 2006. 

S.172 sets out a series of matters to which the directors must have regard to in performing their duty to promote the success of the Company for the benefit of 
its shareholders, which includes having regard to other stakeholders.

Our Board considers it crucial that the Company maintains a reputation for high standards of business conduct. The Board is responsible for monitoring and 
upholding the culture, values, standards, ethics and reputation of the Company to ensure that our obligations to our shareholders, customers and other 
stakeholders are met and Management drives the embedding of the desired culture throughout the organisation. The Board monitors adherence to our 
policies and compliance with local corporate governance requirements and is committed to acting where our businesses fall short of the standards we 
expect.

The Board is also focused on the wider social context within which our businesses operate, including those issues related to climate change which are of 
fundamental importance to the planet's well-being. 
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Our culture

The Group’s culture is shaped by our clearly defined purpose – with you today for a better tomorrow. As the provider of financial services to millions of 
customers, Aviva seeks to earn their trust by acting with integrity and a sense of responsibility at all times. We look to build relationships with all our 
stakeholders based on openness and transparency. We value diversity and inclusivity in our workforce and beyond. 

Aviva Employment Services Limited as part of the Group, looks to operate within and support this culture.

Stakeholder Engagement

(i) Employees

Through employee forums, internal communications and informal meetings, the directors engage with our people on a wide range of matters and act on the 
outputs of our annual engagement survey.

We believe these methods of engagement with Aviva employees are effective in building and maintaining trust and communication; allowing for openness, 
honesty and transparency and increasing innovation and productivity within the business. These methods of engagement also act as a platform for Aviva 
employees to influence change in relation to matters that affect them.

We remain focused on employee health and wellbeing, delivering the Wellbeing@Aviva programme, supporting colleagues physical, mental, financial and 
social wellbeing.

Our people share in the business’ success as shareholders through membership of our share plans.

We are committed to recruiting, training and retaining the best talent we can find. We are proud to have been a pioneer in some areas of employee benefits, 
including providing six months paid parental leave for all employees. We remain a member of the 30% Club, a business-led organisation committed to 
accelerating progress towards better gender balance at all levels of organisations.

(ii) Customers

The Company has no direct customers. 

(iii) Suppliers

All Group supplier related activity is managed in line with the Group's Procurement & Outsourcing Business Standard. 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. 

An important part of the Group’s culture is the promotion of high legal, ethical, environmental and employee related standards within our business and also 
among our suppliers. Before working with any new suppliers, we provide them with our Supplier Code of Behaviour, and our interaction with them is guided 
by our Business Code of Ethics.

The Board reviews the actions the Group has taken to prevent modern slavery and associated practices in any part of our supply chain and approves the 
Group's Modern Slavery Act statement each year.

(iv) Shareholders

The Board considers the long-term impact of corporate actions and decisions on our shareholders. Our ultimate shareholder is Aviva plc and there is ongoing 
communication and engagement with the Aviva plc Board. Any matters requiring escalation are escalated by the Board through the Chairman to its parent. 
Additionally, members of the Aviva plc board can attend board meetings by invitation. 

Key performance indicators

The directors consider that the Company's key performance indicators ("KPIs") that communicate the financial performance are as follows:

2023 2022
£m £m

Change in revenue compared to prior year  5 %  (2) %
Profit for the year before tax as a percentage of revenue  4 %  5 %
Retirement benefit surplus  931  1,341 

The increase in revenue in 2023 is due to higher employee salaries and defined contribution scheme contributions, as set out in note 2.

Profit for the year before tax as a percentage of revenue is lower than prior year primarily due to the reduction in pension funding income (see note 14(d)).

Retirement benefit surplus is lower in 2023 primarily due to the remeasurement losses recorded for the ASPS scheme.
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Climate-related Financial Disclosures

The company is ultimately owned and controlled by Aviva plc. The Aviva Group Annual Report and Accounts 2023 includes the activities of the company and 
provides the information required by the Non-financial and Sustainability Information Statement for the Group as a whole. Further information on the 
Group’s climate-related financial disclosures can be found on the Sustainability section of the Group’s website, https://www.aviva.com/sustainability/
reporting.

Approved by the Board and signed on behalf of the Board on 10 May 2024 

For and on behalf of Aviva Company Secretarial Services Limited
Company Secretary
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The directors submit their annual report and the audited financial statements for the Company for the year ended 31 December 2023.

Directors

The names of the current directors of the Company are shown on page 3.

Details of Board appointments and resignations during the year and since the year end are shown below:

N A Green Resigned 22 August 2023
A J Gammon Resigned 15 September 2023
S Snelling Resigned 26 September 2023
M Verma Appointed 24 February 2023
D C Godfrey Appointed 02 October 2023
B Kelly Appointed 02 October 2023
R Fisher Appointed 08 April 2024
M Anderson Appointed 08 April 2024

Company secretary

The name of the company secretary of the Company is shown on page 3.

Dividends

No interim ordinary dividend on the Company’s ordinary shares was declared or paid during 2023 (2022: £nil). The directors do not recommend a final 
dividend on the Company’s ordinary shares for the year ended 31 December 2023 (2022: £nil).

Going concern

The Company's business activities, together with the factors likely to affect its future development, performance and position are set out in the strategic 
report, which includes a section describing the principal risks and uncertainties. In addition, the financial statements include notes on the Company's 
management of its major risks (see note 18).

The Company and its ultimate parent, Aviva plc, have considerable financial resources together with a diversified business model, with a spread of businesses 
and geographical reach. The Directors believe that the Company is well placed to manage its business risks successfully. 

After making enquiries, the directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for a 
period of at least twelve months from the date of approval of the financial statements. For this reason, they continue to adopt, and to consider appropriate, 
the going concern basis in preparing the financial statements.

Future outlook

Likely future developments in the business of the Company are discussed in the strategic report on page 4. 

Stakeholder engagement

Statements summarising the Company’s employee engagement, and its engagement with suppliers, customers and its other stakeholders are included in the 
Strategic Report on page 6.

Statement of corporate governance arrangements

For the year ended 31 December 2023, the Company has applied the Wates Corporate Governance Principles for Large Private Companies (the "Principles"). 
We set out below how the principles have been applied during 2023.

Principle 1 - Purpose and leadership

Aviva Employment Services Limited is part of the Aviva Group. Aviva’s purpose is to be ‘with you today, for a better tomorrow’ to protect the things that 
matter most to our customers. To live up to that purpose, the Group has a vision to be ‘the leading UK provider and go-to customer brand for all insurance, 
wealth and retirement solutions, with major businesses in Canada and Ireland’ and has a clear strategy and plan to achieve this vision:

• Growth: Accelerating growth in capital-light businesses
• Customer: Digitally-led customer experience and serving more needs
• Efficiency: Top quartile efficiency, synergies from our model and technology at the core
• Sustainability: Committed to social action, climate action and being a sustainable business

The delivery of our strategy and plan is guided by our values:

• Care: We care deeply about the positive difference we can make in our customers’ lives
• Commitment: We understand the impact we have on the world and take the responsibility that comes with it
• Community: We recognise the strength that comes from working as one team, built on trust and respect
• Confidence: We believe the best is yet to come for our customers, our people, and society

The Board has made a number of strategic decisions through the year which are aligned to its purpose, as detailed in the Strategic Report. 
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Statement of corporate governance arrangements (continued)

Principle 1 - Purpose and leadership (continued)

The Board monitors culture of the Company and raises any concerns during meetings and the Board is able to express its views on the culture of the 
organisation through the Board Effectiveness Reviews. Culture information has been added to the Board’s annual planner to ensure the Board has the 
opportunity to review culture metrics and that employees have the right values, attitudes and behaviours and are focussed on doing the right thing for the 
customer. Employee engagement is sought through the Voice of Aviva employee surveys, the output of which is reviewed by the Board and an action plan put 
in place to address areas identified by employees which may require further focus. 

The Board is responsible for promoting the long-term success of the Company for the benefit of its members as a whole, taking into account other 
stakeholders as defined by Section 172 of the Companies Act 2006 and the Articles of Association and including but not limited to; setting the Company’s 
strategic aims, monitoring performance of the Company and management against those aims, setting the Company’s risk appetite and monitoring the 
operation of prudent and effective controls and monitoring compliance with corporate governance principles. 

Principle 2 - Board composition

The Board’s Chair assesses the composition annually to ensure that the balance of responsibilities, accountabilities and decision making across the Company 
is effectively maintained. The directors have equal voting rights when making decisions, except the Chair, who has a casting vote. All Directors have access to 
the advice and services of the Company Secretary.

The Board is responsible for organising and directing the affairs of the Company in a manner that is most likely to promote the success of the Company for its 
shareholders as a whole and in a way that is consistent with its Articles of Association, applicable regulatory requirements and current corporate governance 
practice. 

Principle 3 - Directors' responsibilities

The Company operates in accordance with the Aviva Governance Framework, as approved by Aviva plc. The Aviva Governance Framework articulates the 
interrelation between our purpose, culture, values; our reporting and escalation structures and their alignment with legal and regulatory duties and our risk 
management framework. The core elements are the legal and regulatory flow of accountability and decision - making and the Company’s frameworks, 
policies and standards and the checks and balances through the operation of the Company’s 2nd and 3rd lines of defence which ensure effective board 
oversight. 

Within the Aviva Group, accountability is formally delegated by the Board of the Company to the Chair. The Chair delegations are referenced in the Board’s 
Terms of Reference, with accountability resting with the Chair and the Board. The Company must also adhere to the Subsidiary Governance Principles which 
are a set of internal governance principles.

The Board held 3 meetings and 2 ad-hoc meetings in 2023. The Board’s key areas of focus in 2023 were Smart Working & Wellbeing, Corporate Security and 
Group Staff Pension Scheme matters. 

Principle 4 - Opportunity and risk

The role of the Board role is to promote the long-term sustainable success of the Company, identifying opportunities to create and preserve value for its 
shareholder within a framework of prudent and effective controls, which enable risks to be assessed and managed.
 
The Company operates a risk management framework that forms an integral part of the management and Board processes and decision-making framework, 
aligned to the Group’s risk management framework. The key elements of the risk management framework comprise risk appetite; risk governance, including 
risk policies and business standards, risk oversight committees and roles and responsibilities; and the processes the Company uses to identify, measure, 
manage, monitor and report risks, including the use of risk models and stress and scenario testing. 

The Company’s Risk Representative attends Board meetings and provides independent challenge and influence in key business decisions and in ensures the 
effective operation of the risk management framework and control environment, in addition to assessing the overall risk culture. Material matters are 
escalated by the Board and the Risk Representative to the Company’s parent legal entity Board and other Group Forums as appropriate. 

Principle 5 - Remuneration

Under the Aviva Group Reward Governance Framework, the Company’s remuneration policy operates in accordance with the Remuneration Policy as 
approved by the Aviva plc Remuneration Committee, which applies to all employees in entities within the Aviva Group.

The Aviva Group reports on the pay ratio of the Group CEO to UK employees, and details of this can be found in the Directors’ Remuneration Report in the 
Aviva plc Annual Report and Accounts which is available at https://www.aviva.com/investors/reports/. Aviva plc also reports on the gender pay gap, and on 
the steps being taken in relation to this which can be found at https://www.aviva.com/about-us/uk-pay-gap-report/. 

As employees of Aviva, staff are able to enjoy the comprehensive flexible benefit offering including the Aviva staff pension scheme and Aviva’s broader 
Wellbeing offering which aims to promote health and wellbeing among Aviva colleagues.

Principle 6 - Stakeholder relationships and engagement

Details about stakeholders can be found in the S.172 statement in the Strategic Report.

Employees

Employees have opportunities to voice their opinion and ask questions through the Group wide Intranet site, questions and answer sessions with the Group 
Chief Executive Officer and members of the Executive Committee, pulse surveys and the annual Voice of Aviva Survey which is open to all employees. Team 
meetings are actively encouraged and are held in all business units across the Group. 
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Employees (continued)

The Group companies are committed to providing equal opportunities to all employees, irrespective of their gender, sexual orientation, marital status, race, 
nationality, ethnic origin, disability, age, religion or union membership status. Aviva is an inclusive employer and values diversity in its employees. These 
commitments extend to recruitment and selection, training, career development, flexible working arrangements, promotion and performance appraisal.

One of our drivers for an inclusive culture comes through our employee communities. They act as a lobby group and conscience to the organisation and are 
actively sponsored by all members of the Executive Committee.

We make reasonable adjustments for our people and also for candidates who are interested in working for us. As a Disability Confident Employer; a 
Government scheme that support employers to make the most out of the talents that disabled colleagues can bring to our organisation, we will interview 
every disabled applicant that meets the minimum criteria for the job and offer Workplace Adjustment Passports to colleagues.

The Group remains focused on employee health and wellbeing, delivering the Wellbeing@Aviva programme, supporting colleagues physical, mental, financial 
and social wellbeing.

Disclosure of information to the auditors

In accordance with section 418 of the Companies Act 2006, the directors in office at the date of approval of this report confirm that, so far as they are each 
aware, there is no relevant audit information of which the Company’s External Auditors, PricewaterhouseCoopers LLP, is unaware and each director has 
taken all steps that ought to have been taken as a director in order to make themselves aware of any relevant audit information and to establish that 
PricewaterhouseCoopers LLP is aware of that information.

Independent auditors

Under the Competition and Markets Authority Regulations, the Company's ultimate parent company, the Group is required to tender for the provision of the 
external audit every 10 years. PricewaterhouseCoopers LLP was appointed for the first time for the 31 December 2012 financial year end and, therefore, a 
mandatory re-tender was required for the year ending 31 December 2022. The audit tender process was initiated during 2020 but COVID-19 restrictions 
caused delays and Aviva sought a two year extension from the FRC which was granted. Following a full and rigorous competitive tender process, which was 
overseen by the Group's Audit Committee, the selection of Ernst & Young LLP from the year ending 31 December 2024 was approved by the Group Board. 
PricewaterhouseCoopers LLP will continue in its role and, subject to reappointment by the Aviva plc shareholders at the 2023 Annual General Meetings, will 
undertake the audit for the financial year ending 31 December 2023.

Qualifying indemnity provisions

Aviva plc, the Company’s ultimate parent, granted in 2004 an indemnity to the Directors against liability in respect of proceedings brought by third parties, 
subject to the conditions set out in the Companies Act 1985, 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 section 309A to section 309C of the Companies Act 1985. These qualifying third party indemnity 
provisions remain in force as at the date of approving the 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.

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and Financial Statements 2023 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 UK-adopted international accounting standards.

Under company law, 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 UK-adopted international accounting standards 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 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 also 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.

Approved by the Board and signed on behalf of the Board on 10 May 2024 

For and on behalf of Aviva Company Secretarial Services Limited
Company Secretary
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Independent auditors’ report to the members 
of Aviva Employment Services Limited 

Report on the audit of the financial statements 

Opinion 
In our opinion, Aviva Employment Services Limited’s financial statements: 

 give a true and fair view of the state of the company’s affairs as at 31 December 2023 and of its profit and cash flows for the year then 

ended; 

 have been properly prepared in accordance with UK-adopted international accounting standards; and 

 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 2023 (the “Annual Report”), which 

comprise: the Statement of financial position as at 31 December 2023; the Income statement, the Statement of comprehensive income, 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 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, as applicable to other entities of public interest, and we have fulfilled our other ethical 

responsibilities in accordance with these requirements. 

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were not provided. 

We have provided no non-audit services to the company in the period under audit. 

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 concern 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 concern. 

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report. 
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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 2023 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 in respect of the financial statements, 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 concern 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. 

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. 
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Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and regulations 

related to the 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 the risk that management could post inappropriate or 

fictitious journal entries that have the potential to impact the financial performance or position of the company, exert management bias in the 

accounting estimates and judgemental areas of the financial statements. Audit procedures performed by the engagement team included: 

 enquiry of management to identify any instances of non-compliance with laws and regulations; 

 reviewing minutes of meetings of those charged with governance; 

 reviewing financial statement disclosures and testing to supporting documentation to assess compliance with laws and regulations; 

 designing audit procedures to incorporate unpredictability around the nature, timing or extent of testing; 

 auditing the risk of management override of controls, including through testing journal entries and other adjustments for appropriateness 

and testing accounting estimates (because of the risk of management bias); and 

 evaluating the business rationale of significant transactions entered into outside of the company's normal course of business. 

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. 

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 obtained all the information and explanations we require for our audit; or 

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

not visited by us; or 

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

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

We have no exceptions to report arising from this responsibility. 

  

 

Zahid Khan (Senior Statutory Auditor) 

for and on behalf of PricewaterhouseCoopers LLP 

Chartered Accountants and Statutory Auditors 

London 

10 May 2024 



The Company, a private limited company incorporated and domiciled in the United Kingdom (UK) and limited by shares, is the employing company for the 
majority of staff of the Group in the UK. The principal accounting policies adopted in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all years presented, unless otherwise stated.

(A)  Basis of preparation

The financial statements of the Company have been prepared and approved by the directors in accordance with UK-adopted international accounting 
standards in conformity with the requirements of the Companies Act 2006.

Having assessed the principal risks, the directors have a reasonable expectation that the Company has adequate resources to continue in operational 
existence for a period of at least twelve months from the date of approval of the financial statements. For this reason, the Company continues to adopt the 
going concern basis in preparing the financial statements.

The Company’s financial statements are stated in pounds sterling, which is the Company’s functional and presentational currency. Unless otherwise noted, 
the amounts shown in these financial statements are in millions of pounds sterling (£m).

New standards, interpretations and amendments to published standards that have been issued and endorsed by the UK and adopted by the 
Company

The Company has adopted the following amendments to standards which became effective for the annual reporting period beginning on 1 January 2023. The 
amendments have been issued and endorsed by the UK and do not have a significant impact on the financial statements. 

(i)          Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of Accounting Policies

(ii)         Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors: Definition of Accounting Estimates

(iii)        Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a Single Transaction

(iv)        Amendments to IAS 12 Income Taxes: International Tax Reform – Pillar Two Model Rules

Standards, interpretations and amendments to published standards that are not yet effective and have not been adopted early by the Company

The following amendments to existing standards have been issued, are not yet effective, have not been adopted early by the Company, and are not expected 
to have a significant impact on the Company’s financial statements:

(i)          Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-current

Published by the IASB in January 2020. The amendments are effective for annual reporting beginning on or after 1 January 2024 and have been endorsed by 
the UK.

(ii)         Amendments to IAS 1 Presentation of Financial Statements: Non-current Liabilities with Covenants

Published by the IASB in October 2022. The amendments are effective for annual reporting beginning on or after 1 January 2024 and have been endorsed by 
the UK.

(iii)       Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback

Published by the IASB in September 2022. The amendments are effective for annual reporting beginning on or after 1 January 2024 and have been endorsed 
by the UK.

(iv)       Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments Disclosures: Supplier Finance Arrangements 

Published by the IASB in May 2023. The amendments are effective for annual reporting beginning on or after 1 January 2024 and have been endorsed by the 
UK.

(v)        Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates: Lack of Exchangeability

Published by the IASB in August 2023. The amendments are effective for annual reporting beginning on or after 1 January 2025 and have yet to be endorsed 
by the UK.

(vi)       IFRS 18: Presentation and Disclosure of Financial Statements

Published by the IASB in April 2024. The amendments are effective for annual reporting beginning on or after 1 January 2027 and have yet to be endorsed by 
the UK.

(vii)      IFRS 19: Subsidiaries without Public Accountability: Disclosures

Published by the IASB in May 2024. The amendments are effective for annual reporting beginning on or after 1 January 2027 and have yet to be endorsed by 
the UK.
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(B)  Critical accounting policies and the use of estimates 

The preparation of financial statements requires the Company to select accounting policies and make estimates and assumptions that affect items reported 
in the income statement, statement of financial position, other primary statements and notes to the financial statements.

Critical accounting policies

The following accounting policies are those that have the most material impact on the amounts recognised in the financial statements, with those 
judgements involving estimation summarised thereafter.

Item Critical accounting judgement Accounting policy

Pension obligations (accounting policy K) Most significant judgements relate to the assumptions used in the 
calculation of the pension obligations as set out below.

K

Use of estimates

All estimates are based on management’s knowledge of current facts and circumstances, assumptions based on that knowledge and their predictions of 
future events and actions. Actual results may differ from those estimates, possibly significantly.

The table below sets out those items considered particularly susceptible to changes in estimates, assumptions, carrying values and sensitivities and the 
relevant accounting policy and note disclosures.

Item Material accounting estimates Assumptions Carrying values Sensitivity

Pension obligations (accounting policy K) Principal assumptions used in the calculation of 
pension obligations include those in respect of 
annuitant mortality, interest rates and discount 
rates.

14(b) 14(b) 14(b)

(C)  Fair value measurement 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date, regardless of whether that price is directly observable or estimated using another valuation technique. This presumes that the 
transaction takes place in the principal (or most advantageous) market under current market conditions. Fair value is a market-based measure and in the 
absence of observable market prices in an active market, it is measured using the assumptions that market participants would use when pricing the asset or 
liability.

The fair value of a non-financial asset is determined based on its highest and best use from a market participant’s perspective. When using this approach, the 
Company takes into account the asset’s use that is physically possible, legally permissible and financially feasible.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price i.e. the fair value of the consideration given 
or received. In certain circumstances, the fair value at initial recognition may differ from the transaction price. If the fair value is evidenced by comparison 
with other observable current market transactions in the same instrument (i.e. without modification or repackaging), or is based on a valuation technique 
whose variables include only data from observable markets, then the difference between the fair value at initial recognition and the transaction price is 
recognised as a gain or loss in the income statement. When unobservable market data has a significant impact on the valuation of financial instruments, the 
difference between the fair value at initial recognition and the transaction price is not recognised immediately in the income statement, but deferred and 
recognised in the income statement on an appropriate basis over the life of the instrument but no later than when the valuation is supported wholly by 
observable market data or the transaction is closed out or otherwise matures.

If an asset or a liability measured at fair value has a bid price and an ask price, the price within the bid-ask spread that is most representative of fair value in 
the circumstances is used to measure fair value.

(D)  Derecognition and offset of financial assets and financial liabilities

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised where: 

- the rights to receive cash flows from the asset have expired;

- the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third 
party under a “pass-through” arrangement; or

- the Company has transferred its rights to receive cash flows from the asset and either transferred substantially all the risks and rewards of the asset, or 
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a currently enforceable legal right to 
set off the recognised amounts and there is the ability and intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

(E)  Receivables and other financial assets

Receivables and other financial assets are recognised initially at their fair value. Subsequent to initial measurement receivables are measured at amortised 
cost using the effective interest rate method, less expected credit losses.

(F)  Payables and other financial liabilities

Payables and other financial liabilities, excluding derivatives, are recognised initially at their fair value and are subsequently measured at amortised cost 
using the effective interest rate method. 
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(G)  Cash and cash equivalents

Cash and cash equivalents consist of cash at bank and in hand, deposits held at call with banks, treasury bills and other short-term highly liquid investments 
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of change in value. Such investments are those with less 
than three months’ maturity from the date of acquisition, or which are redeemable on demand with only an insignificant change in their fair values. 

For the purposes of the statement of cash flows, cash and cash equivalents also include bank overdrafts, which are included in payables and other financial 
liabilities on the statement of financial position.

(H)  Provisions and contingent liabilities

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is more probable than not that an 
outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be 
made. 

The amount recorded as a provision is the best estimate of the expenditure required to settle the present obligation at the balance sheet date. Discounting is 
applied to the provision where the effect of the time value of money is material. Provisions are not recognised for future operating losses.

Where the Company expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but 
only when the reimbursement is virtually certain.

The Company recognises a provision for onerous contracts when the expected benefits to be derived from a contract are less than the unavoidable costs of 
meeting the obligations under the contract.

Contingent liabilities are disclosed if there is a possible future obligation as a result of a past event, or if there is a present obligation as a result of a past event 
but either a payment is not probable, or the amount cannot be reasonably estimated.

(I)  Income taxes

The current tax expense is based on the taxable profits for the year, after any adjustments in respect of prior years. Tax, including tax relief for losses if 
applicable, is allocated over profits before taxation and amounts charged or credited 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 position date are used to value the deferred tax assets and liabilities.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary differences can be 
utilised. 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 be available.

Deferred tax is provided on any temporary differences arising from investments in subsidiaries, associates and joint ventures, except where the timing of the 
reversal of the temporary difference can be controlled and 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 recognition of goodwill, or from the initial recognition of an 
asset or liability in a transaction 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 equity are similarly recognised in other comprehensive 
income and directly in equity respectively, except for the tax consequences of distributions from certain equity instruments, to be recognised in the income 
statement. 

Deferred tax related to any fair value re-measurement of investments, held at fair value through other comprehensive income, owner-occupied properties, 
pensions and other post-retirement obligations and other amounts charged or credited directly to other comprehensive income 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 deducting all 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 or liabilities on terms that may be 
unfavourable; and

(ii) the instrument is a non-derivative that contains no contractual obligation to deliver a variable number of shares or is a derivative that will be settled 
only by the Company exchanging a fixed amount of cash or other assets for a fixed number of the Company’s own equity instruments.

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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(K)  Employee benefits

Pension obligations

The Company operates three schemes, whose members receive benefits on either a defined benefit or defined contribution basis. Under a defined 
contribution plan, the Company’s legal or constructive obligation is limited to the amount it agrees to contribute to a fund and there is no obligation to pay 
further contributions if the fund does not hold sufficient assets to pay benefits. A defined benefit pension plan is a pension plan that is not a defined 
contribution plan and typically defines the amount of pension benefit that an employee will receive on retirement.

The defined benefit obligation is calculated by independent actuaries using the projected unit credit method. The pension obligation is measured as the 
present value of the estimated future cash outflows, using a discount rate based on market yields for high-quality corporate bonds that are denominated in 
the currency in which the benefits will be paid and that have terms to maturity approximating to the terms of the related pension liability. The resultant net 
surplus or deficit recognised as an asset or liability on the statement of financial position is the present value of the defined benefit obligation at the end of 
the reporting period less the fair value of plan assets. 

Plan assets exclude unpaid contributions due from Group entities to the schemes, and any non-transferable financial instruments issued by a Group entity 
and held by the schemes. If the fair value of plan assets exceeds the present value of the defined benefit obligation, the resultant asset is limited to the asset 
ceiling defined as the present value of economic benefits available in the form of future refunds from the plan or reductions in contributions to the plan. In 
order to calculate the present value of economic benefits, consideration is given to any minimum funding requirements that apply to any plan in the 
Company. 

Remeasurements of defined benefit plans comprise actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions, the 
return on plan assets (excluding net interest) and the effect of the asset ceiling (if any). The Company recognises remeasurements immediately in other 
comprehensive income and does not reclassify them to the income statement in subsequent periods.

Service costs comprising current service costs, past service costs, gains and losses on curtailments and net interest expense/income are charged or credited 
to the income statement. 

Past service costs are recognised at the earlier of the date the plan amendment or curtailment occurs or when related restructuring costs are recognised. 

The Company determines the net interest expense/income on the net defined liability/asset for the period by applying the discount rate used to measure the 
defined benefit obligation at the beginning of the year to the net defined benefit liability/asset. Net interest expense is charged to finance costs, whereas net 
interest income is credited to investment income.

For defined contribution plans, the Company pays contributions to publicly or privately administered pension plans. Once the contributions have been paid, 
the Company, as employer, has no further payment obligations. The Company’s contributions are charged to the income statement in the year to which they 
relate and are included in staff costs.

(L)  Revenue recognition

Revenue, which excludes VAT, represents income from the provision of staff to UK companies within the Group, which is recognised in the accounting period 
in which the performance obligations are satisfied.

(M)  Expense recognition

Share based payments

Equity-settled share-based payments to employees and others providing services are measured at fair value of the equity instruments of the ultimate parent 
entity, Aviva plc at the grant date. The fair value excludes the effect of non market-based vesting conditions. 

The fair value determined at the grant date of the equity-settled payments is expensed on a straight-line basis over the vesting period, based on estimate of 
equity instruments that will eventually vest. A payable to fellow group companies is recognised in the Company in relation to this expense. At each period 
end, the Company revises its estimate of the number of equity instruments expected to vest as a result of the effect of non market-based vesting conditions. 
The impact of the revision of the original estimates, if any, is recognised in the statement of comprehensive income.
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Note 2023 2022
£m £m

Revenue L , 1 & 19(a)(i)  1,247  1,182 
Cost of sales 2  (1,261)  (1,180) 
Gross (loss) / profit  (14)  2 
Net investment income K & 3  64  58 
Profit before tax  50  60 
Tax charge I & 7(a)(i)  (19)  (12) 
Profit for the year after tax  31  48 

The accounting policies (identified alphabetically) on pages 13 to 16 and notes (identified numerically) on pages 22 to 36 are an integral part of the financial 
statements. 
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Note 2023 2022
£m £m

Profit for the year  31  48 
Other comprehensive income/(losses):
Items that will not be reclassified to income statement:

Remeasurements of pension schemes K & 14(b)  (470)  (1,829) 
Tax credit I & 7(b)  126  483 
Total other comprehensive losses, net of tax  (344)  (1,346) 
Total comprehensive loss for the year  (313)  (1,298) 

The accounting policies (identified alphabetically) on pages 13 to 16 and notes (identified numerically) on pages 22 to 36 are an integral part of the financial 
statements. 
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2022

Note

Ordinary 
Share 

Capital

Other 
equity

Retained
earnings

Total 
equity

£m £m £m £m

Balance at 1 January 2022  —  —  2,374  2,374 

Profit for the year  —  —  48  48 
Other comprehensive losses  —  —  (1,346)  (1,346) 
Total comprehensive loss for the year  —  —  (1,298)  (1,298) 

Reserves credit for equity compensation plans  —  5  —  5 
Balance at 31 December 2022 10, 11 & 12  —  5  1,076  1,081 

2023

Note

Ordinary 
Share 

Capital

Other 
equity

Retained  
earnings

Total  
equity

£m £m £m £m

Balance at 1 January 2023  —  5  1,076  1,081 
Profit for the year  —  —  31  31 
Other comprehensive losses  —  —  (344)  (344) 
Total comprehensive loss for the year  —  —  (313)  (313) 
Reserves credit for equity compensation plans  —  8  —  8 
Balance at 31 December 2023 10, 11 & 12  —  13  763  776 

The accounting policies (identified alphabetically) on pages 13 to 16 and notes (identified numerically) on pages 22 to 36 are an integral part of the financial 
statements. 
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Note 2023 2022
£m £m

Assets
Non-current assets
Current tax assets I & 13(a)  2  — 
Deferred tax assets I & 13(b)  12  20 
Retirement benefit surplus K & 14(a)  931  1,341 
Current assets
Current tax assets I & 13(a)  3  — 
Receivables and other financial assets E & 9  214  200 
Cash and cash equivalents G & 17(b)  36  31 
Total assets  1,198  1,592 
Equity
Ordinary share capital J & 10  —  — 
Other equity 11  13  5 
Retained earnings 12  763  1,076 
Total equity  776  1,081 
Liabilities
Non-current liabilities
Deferred tax liabilities I & 13(b)  284  394 
Current liabilities
Payables and other financial liabilities F & 15  134  114 
Provisions H & 16  4  3 
Total liabilities  422  511 
Total equity and liabilities  1,198  1,592 

The financial statements on pages 17 to 36 were approved by the Board of Directors on 10 May 2024 and signed on its behalf by 

M Verma

Director 

Registered in England and Wales No. 03280551

The accounting policies (identified alphabetically) on pages 13 to 16 and notes (identified numerically) on pages 22 to 36 are an integral part of the financial 
statements. 
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Note 2023 2022
£m £m

Cash flows from operating activities
Cash generated from/(used in) operating activities 17(a)  5  (1) 
Total net cash generated from/(used in) operating activities  5  (1) 

Total net increase/(decrease) in cash and cash equivalents  5  (1) 
Cash and cash equivalents at 1 January  31  32 
Cash and cash equivalents at 31 December G & 17(b)  36  31 

The accounting policies (identified alphabetically) on pages 13 to 16 and notes (identified numerically) on pages 22 to 36 are an integral part of the financial 
statements.
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1. Revenue 

The Company’s activities consist solely of acting as the employing company for the majority of staff of the Group in the UK. Refer to note 19 for further 
information on income earned during the year.

2. Cost of sales 

Note 2023 2022
£m £m

Wages and salaries  740  682 
Social security costs  118  114 
Other pension costs 14(d)  7  3 
Defined benefit scheme contributions 14(b)(i) & 14(d)  21  19 
Defined contribution scheme contributions 14(d)  168  147 
Profit sharing and incentive plans 2(a)  190  191 
Termination benefits  7  15 
Other costs  10  9 

 1,261  1,180 

(a) Profit sharing and incentive plans 

Whilst the expense arising from equity-settled transactions is recorded in the income statement, in accordance with IFRS 2, this is immediately offset by a 
corresponding management recharge of equivalent value. Profit sharing and incentive plans includes £8 million (2022: £5 million) in respect of equity 
compensation plans. 

3. Net investment income

Note 2023 2022
£m £m

Net interest income on pension schemes held at amortised cost 14(b)(i)  64  58 
 64  58 

4. Employee information 

The average number of persons employed by the Company during the year was:

Restated
2023 2022

United Kingdom  15,711  14,843 

The 2022 figure has been restated from 16,118 following the correction of an error regarding the Group entities for which employees are included. 

5. Directors’ remuneration 

All directors are remunerated by the Company for their services as employees to the Group as a whole. They are not remunerated directly for their services as 
directors of the Company and the amount of time spent performing their duties is incidental to their role across the Group. Costs are borne by the Company  
but are recharged to other Group companies for these services. This is consistent with the prior year. 
 

6. Auditors’ remuneration 

The total remuneration payable by the Company, excluding VAT, to its auditors, PricewaterhouseCoopers LLP is as follows: 

2023 2022
£000 £000

Fees payable to PricewaterhouseCoopers LLP for the statutory audit of the Company’s financial statements  253  241 

The Company is exempt under SI 2008/489 from the obligation to disclose fees in respect of ‘Other services’ as the Company is a subsidiary of Aviva plc, which 
prepares consolidated financial statements. Fees paid to the Company’s auditors, PricewaterhouseCoopers LLP and its associates for services other than the 
statutory audit and audit related assurance services of the Company and other Group undertakings are disclosed in the consolidated annual report and 
financial statements of Aviva plc. 

There were no non-audit fees paid to the Company’s auditors during the year (2022: £nil). All fees have been borne by Aviva plc.
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7. Tax 

(a) Tax charged to the income statement 

(i) The total tax charge comprises: 

Note 2023 2022
£m £m

Current tax
For this year  (2)  — 
Prior period adjustments  3  — 
Total current tax  1  — 
Deferred tax
Origination and reversal of temporary differences  (20)  (12) 
Total deferred tax 7(a)(ii)  (20)  (12) 
Total tax charged to the income statement 7(c)  (19)  (12) 

(ii) Deferred tax charged to the income statement represents movements on the following items:

2023 2022
£m £m

Pensions and other post retirement obligations  (12)  (11) 
Unused losses and tax credits  (5)  (2) 
Other temporary differences  (3)  1 
Total deferred tax charged to the income statement  (20)  (12) 

(b) Tax credited/(charged) to other comprehensive income 

The tax credited/(charged) to other comprehensive income comprises:

2023 2022
£m £m

Current tax
In respect of pensions and other post retirement obligations  4  — 
Deferred tax
In respect of pensions and other post retirement obligations  122  476 
In respect of unused losses and tax credits  —  7 

Total tax credited to other comprehensive income  126  483 

(c) Tax reconciliation 

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the tax rate of the United Kingdom as follows:

Note 2023 2022
£m £m

Total profit before tax  50  60 

Tax calculated at standard UK corporation tax rate of 23.5% (2022: 19%)  (12)  (11) 
Disallowable expenses  (13)  (10) 
Share schemes  8  14 
Movement in valuation of deferred tax  (2)  (5) 
Total tax charge to the income statement 7(a)  (19)  (12) 

The UK Government enacted an increase in the UK corporation tax rate to 25% to take effect from 1 April 2023. This rate has been used in the calculation of 
the Company’s deferred tax assets and liabilities as at 31 December 2022 and 31 December 2023.

During 2023, legislation on The Organisation for Economic Co-operation and Development proposals to reform the international tax system and introduce a 
global minimum effective rate of corporation tax of 15% was enacted in the UK, to take effect from 31 December 2023. The Company (as part of the Aviva 
Group) has assessed its potential exposure, based on the available information, and does not anticipate any exposure to additional tax under these 
provisions.

During 2023, the UK government announced that the free-standing tax charge that applies to authorised surplus payments to sponsoring employers of a 
registered defined benefit pension scheme will reduce from 35% to 25%, from 6 April 2024. The provision was not substantively enacted at the balance sheet 
date, however its implementation is expected to reduce the deferred tax liabilities of the company by approximately £51m.
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8. Dividends 

No interim or final ordinary dividends on the Company’s ordinary shares were declared or paid during 2023 (2022: £nil).

9. Receivables and other financial assets 

Note 2023 2022
£m £m

Amounts due from parent 19(a)(i)  105  88 
Amounts due from fellow Group companies 19(a)(i)  109  112 
Total as at 31 December  214  200 
Expected to be recovered in less than one year  214  200 
Total as at 31 December  214  200 

The fair value of receivables is approximate to their carrying amounts. All receivables are held at amortised cost.

10. Ordinary share capital 

2023 2022
£ £

Allotted, called up and fully paid
2 (2022: 2) ordinary shares of £1 each  2  2 

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

11.     Other Equity 

Other equity of £13 million (2022: £5 million) consists of a capital contribution in respect of recharges relating to equity compensation plans. The 
corresponding charge to the income statement for the plan has been included within cost of sales.

12. Retained earnings

2023 2022

£m £m
Balance at 1 January  1,076  2,374 
Profit for the year  31  48 
Other comprehensive losses for the year  (344)  (1,346) 
Balance at 31 December  763  1,076 

13. Tax assets / (liabilities) 

(a) Current tax 

Current tax assets recoverable and liabilities payable in more than one year are £2 million and £nil (2022: £nil and £nil), respectively.

Liabilities for prior years' tax to be settled by group relief of £nil (2022: £2 million) are included within payables and other financial liabilities (note 15) and are 
payable in less than one year.

(b) Deferred tax 

(i) The balance at 31 December comprises: 

2023 2022
£m £m

Deferred tax asset  12  20 
Deferred tax liability  (284)  (394) 
Net deferred tax liability  (272)  (374) 
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13. Tax assets / (liabilities) continued

(b) Deferred tax continued

(ii) The net deferred tax balance arises on the following items: 

2023 2022
£m £m

Pensions and other post retirement obligations  (284)  (394) 
Unused losses and tax credits  —  5 
Other temporary differences  12  15 
Net deferred tax liability  (272)  (374) 

(iii) The movement in the net deferred tax liability was as follows: 

Note 2023 2022
£m £m

As at 1 January  (374)  (845) 
Amounts (charged) to income statement 7(a)(ii)  (20)  (12) 
Amounts credited to other comprehensive income 7(b)  122  483 
As at 31 December  (272)  (374) 

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary difference can be 
utilised. In assessing future probability, the directors have relied on board approved business plans and profit forecasts for up to five years, and the Group's 
history of taxable profits in the UK.

The Company has unrecognised capital losses of £27 million (2022: £27 million) to carry forward indefinitely against future taxable gains.

14. Retirement benefit surplus 

(a) Introduction

The Company operates a number of defined benefit and defined contribution pension schemes. The material defined benefit schemes are the Aviva Staff 
Pension Scheme ("ASPS"), the RAC (2003) Pension Scheme ("RAC") which was retained after the sale of RAC Limited in September 2011, and the Friends 
Provident Pension Scheme ("FPPS"), which was transferred to the Company in 2016 from Friends Life Management Services Limited (FLMS), a management 
service company within the Aviva Group.

As the defined benefit section of each scheme is now closed to both new members and future accrual, existing deferred members and new entrants 
participate in the defined contribution section of the ASPS. Each scheme operates within the UK pensions’ regulatory framework. 

The assets and liabilities of the material defined benefit schemes as at 31 December are shown below:

2023 2022
ASPS RAC FPPS Total ASPS RAC FPPS Total

£m £m £m £m £m £m £m £m
Total fair value of the scheme asset (see b(ii) below)  8,303  1,503  1,303  11,109  8,477  1,505  1,327  11,309 
Present value of defined benefit obligation  (7,885)  (1,113)  (1,180)  (10,178)  (7,718)  (1,098)  (1,152)  (9,968) 
Net surplus in the schemes  418  390  123  931  759  407  175  1,341 

Under the IAS 19 valuation basis, the Company applies the principles of IFRIC 14, ‘IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements 
and their Interaction’, whereby a surplus is only recognised to the extent that the Company is able to access the surplus either through an unconditional right 
of refund to the surplus or through reduced future contributions relating to ongoing service, which have been substantively enacted or contractually agreed. 
The Company has determined that it can derive economic benefit from the surplus in the ASPS via a reduction to future employer contributions for DC 
members, which could theoretically be paid from the surplus funds in the ASPS. In the RAC and FPPS, the Company has determined that the rules set out in 
the schemes' governing documentation provide for an unconditional right to a refund from any future surplus funds in the schemes.

The assets of the schemes are held in separate trustee-administered funds to meet long-term pension liabilities to past and present employees. In all 
schemes, the appointment of trustees of the funds is determined by their trust documentation, and they are required to act in the best interests of the 
schemes’ beneficiaries. The long-term investment objectives of the trustees and the employers are to limit the risk of the assets failing to meet the liabilities 
of the schemes over the long term, and to maximise returns consistent with an acceptable level of risk so as to control the long-term costs of these schemes. 
Closure of the schemes has removed the volatility associated with additional future accrual for active members.

A funding actuarial valuation of each of the defined benefit schemes is carried out at least every three years for the benefit of scheme trustees and members. 
Actuarial reports have been submitted for each scheme within this period.
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14. Retirement benefit surplus continued

(b) IAS 19 disclosures

Disclosures under IAS 19 are given below. Where schemes provide both defined benefit and defined contribution pensions, the assets and liabilities shown 
exclude those relating to defined contribution pensions.

(i) Movements in the scheme surpluses and deficits

Movements in the pension schemes’ surpluses and deficits comprise:

Fair Value of 
Scheme Assets

Present Value of 
defined benefit 

obligation
IAS 19 Pensions 

net surplus
2023 Note £m £m £m
Net surplus in the schemes at 1 January  11,309  (9,968)  1,341 
Administrative expenses  —  (21)  (21) 
Total pension cost charged to cost of sales 2  —  (21)  (21) 
Net interest credited to investment income 3  531  (467)  64 
Total recognised in income statement  531  (488)  43 

Remeasurements
Actual return on these assets  283  —  283 
Less: Interest income on scheme assets  (531)  —  (531) 
Return on scheme assets excluding amounts in interest income  (248)  —  (248) 
Losses from change in financial assumptions  —  (296)  (296) 
Gains from change in demographic assumptions  —  104  104 
Experience losses  —  (30)  (30) 
Total recognised in other comprehensive income  (248)  (222)  (470) 

Employer contributions  17  —  17 
Plan participants' contributions  2  (2)  — 
Benefits paid  (481)  481  — 
Administrative expenses paid from scheme assets  (21)  21  — 
Net IAS 19 surplus in the Scheme at 31 December  11,109  (10,178)  931 

Remeasurement losses of £470 million (2022: loss of £1,829m) recorded in the statement of comprehensive income for the period are largely driven by:

• During the period the ASPS completed two further bulk annuity buy-in transactions with Aviva Life & Pensions UK Limited, a Group Company. Due 
to different measurement bases applying for accounting purposes, the premium paid by the scheme exceeded the valuation of the plan asset 
recognised. This has been recognised as an actuarial loss in the actual return on assets within other comprehensive income.

• Economic movements, including movements in interest rates and in spreads on government and corporate bonds, and movements impacting 
other assets. This has resulted in an increase in the valuation of the defined benefit obligation (DBO) not fully offset by the increase in the fair value 
of fixed income securities and other assets.

• The losses were partially offset by actuarial gains relating to updated demographic assumptions (including longevity assumptions).
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14. Retirement benefit surplus continued

(b) IAS 19 disclosures continued

(i) Movements in the scheme surpluses and deficits continued

Fair Value of 
Scheme Assets

Present Value of 
defined benefit 

obligation
IAS 19 Pensions 

net surplus
2022 Note £m £m £m
Net surplus in the schemes at 1 January  18,820  (15,717)  3,103 
Administrative expenses  —  (19)  (19) 
Total pension cost charged to cost of sales 2  —  (19)  (19) 
Net interest credited to investment income 3  345  (287)  58 
Total recognised in income statement  345  (306)  39 

Remeasurements
Actual return on these assets  (7,038)  —  (7,038) 
Less: Interest income on scheme assets  (345)  —  (345) 
Return on scheme assets excluding amounts in interest income  (7,383)  —  (7,383) 
Gains from change in financial assumptions  —  5,360  5,360 
Gains from change in demographic assumptions  —  504  504 

Experience losses  —  (310)  (310) 
Total recognised in other comprehensive income  (7,383)  5,554  (1,829) 

Employer contributions  28  —  28 
Plan participants' contributions  2  (2)  — 
Benefits paid  (484)  484  — 
Administrative expenses paid from scheme assets  (19)  19  — 
Net IAS 19 surplus in the Scheme at 31 December  11,309  (9,968)  1,341 

(ii) Scheme assets 

Scheme assets are stated at their fair values at 31 December.

Total scheme assets are analysed by those that have a quoted market price in an active market and others as follows:

2023 2022

Quoted in 
an active 

market Other Total

Quoted in an 
active 

market Other Total
£m £m £m £m £m £m

Bonds  6,344  1,460  7,804  6,548  1,421  7,969 
Property  —  14  14  —  74  74 
Pooled investment vehicles  —  2,093  2,093  —  1,710  1,710 
Derivatives  (18)  21  3  8  (166)  (158) 
Insurance policies  —  3,992  3,992  —  3,423  3,423 
Repurchase agreements  —  (2,436)  (2,436)  —  (646)  (646) 
Cash and other1  471  (832)  (361)  (721)  (342)  (1,063) 
Total fair value of assets at 31 December  6,797  4,312  11,109  5,835  5,474  11,309 

1Cash and other assets comprise cash at bank, receivables, payables and longevity swaps. 

Plan assets include investments in Aviva Group-managed funds of £935 million (2022: £1,185 million) and transferable insurance policies with other Group 
companies of £3,561 million (2022: £2,991 million) in ASPS. Where the investment and insurance policies are in segregated funds with specific asset 
allocations, they are included in the appropriate line in the table above, otherwise they appear in ‘Cash and other’. There are no significant judgements 
involved in the valuation of scheme assets. Insurance policies are valued on the same basis as the pension scheme liabilities, as required by IAS 19.
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14. Retirement benefit surplus continued

(b) IAS 19 disclosures continued

(iii) Assumptions on scheme liabilities

The valuations used for accounting under IAS 19 have been based on the most recent funding actuarial valuations, updated to take account of the standard’s 
requirements in order to assess the liabilities of the material schemes at 31 December 2023.

The projected unit credit method
The inherent uncertainties affecting the measurement of scheme liabilities require these to be measured on an actuarial basis. This involves discounting the 
best estimate of future cash flows to be paid out by the scheme using the projected unit credit method. This is an accrued benefits valuation method which 
calculates the past service liability to members and makes allowance for their projected future earnings. It is based on a number of actuarial assumptions and 
changes in these assumptions can materially affect the measurement of the pension obligations.

Financial assumptions
The main financial assumptions used to calculate scheme liabilities under IAS19 are:

2023 2022
Inflation rate1  3.1 %  3.5 %
General salary increases2  5.2 %  5.3 %
Pension increases3  3.2 %  3.6 %
Deferred pension increases3  2.6 %  3.6 %
Discount rate4 4.49%/4.50%/4.51% (non-insured members) 4.81%/4.80%/4.78%(non-insured members)

4.51%/4.48% (insured members) 4.79%/4.82%(insured members)

Basis of discount rate AA-rated corporate bonds AA-rated corporate bonds
1Relevant RPI/CPI swap curves are used in the calculation of the DBO; the rate shown is the equivalent single RPI rate for ASPS. In 2023, CPI is derived as RPI 
less 100 bps pre 2030 and RPI less 0 bps post 2030 (2022: RPI less 100 bps pre 2030 and RPI less 0 bps post 2030).
2For ASPS, the only remaining linkage between pension benefits and general salary increases is in respect of a small amount of Guaranteed Minimum 
Pensions benefits that increases in line with National Average Earnings.  
3Relevant RPI/CPI swap curves are used, adjusted to reflect the appropriate caps/floors and inflation volatility with full curves used in the calculation of the 
DBO. The rates shown are the single equivalent rates for the biggest groups of pensions in payment and deferment respectively in the ASPS. The rates shown 
for 2022 included allowance for the impact of known inflation experience that fell within the reference period for pension and deferred pension increases due 
in 2023. The rates shown for 2023 exclude this known experience - the single equivalent increases at 2022 using a consistent methodology to derive the rates 
would have been 3.4% for pension increases in payment and 3.1% for increases in deferment
4To calculate scheme liabilities, a discount rate of 4.49% is used for ASPS, 4.50% for RAC and 4.51% for FPPS members not included in annuity policies held by 
the scheme. A discount rate of 4.51% is used for ASPS members and 4.48% for FPPS members included in annuity policies held by the schemes. The different 
rates reflect the differences in the duration of the liabilities between the schemes.

The discount rate and pension increase rate are the two assumptions that have the largest impact on the value of the liabilities, with the difference between 
them being known as the net discount rate. The discount rate is based on current average yields of high-quality debt instruments taking account of the 
maturities of the defined benefit obligations.

Mortality assumptions
Mortality assumptions are significant in measuring the obligations under the Company’s defined benefit schemes, particularly given the maturity of these 
obligations in the material schemes. The assumptions used are summarised in the table below and have been selected to reflect the characteristics and 
experience of the membership of these schemes.

The mortality tables, average life expectancy and pension duration used at 31 December 2023 for scheme members are as follows:

Life expectancy / (pension 
duration) at NRA of a male

Life expectancy / (pension 
duration) at NRA of a female

Mortality table

Normal 
retirement age 

(NRA)
Current aged 

NRA

20 years 
younger than 

NRA
Current aged 

NRA

20 years 
younger than 

NRA
ASPS - SAPS tables as a proxy for Club Vita pooled 60 87.8 89.2  89.4 91.3
experience, including an allowance for future improvements  (27.8)  (29.2)  (29.4)  (31.3) 
RAC schemes - SAPS, including allowances for future 65 86.7 88.4  88.8 90.5
improvement  (21.7)  (23.4)  (23.8)  (25.5) 
FPPS schemes - SAPS, including allowances for future 60 87.6 89.5  90.0 91.7
improvement  (27.6)  (29.5)  (30.0)  (31.7) 
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14. Retirement benefit surplus continued

(b) IAS 19 disclosures continued

(iii) Assumptions on scheme liabilities continued

The assumptions above are based on commonly used mortality tables. The tables make allowance for observed variations in such factors as age, gender, 
pension amount, salary and postcode-based lifestyle group, and have been adjusted to reflect recent research into mortality experience. However, the extent 
of future improvements in longevity is subject to considerable uncertainty and judgement is required in setting this assumption. For the ASPS, which is the 
most material scheme to the Company, the allowance for mortality improvement is per the actuarial profession’s CMI_2022 (S=7.25) Advanced with 
adjustments model (2022: CMI_2021 (S=7.25) Advanced with adjustments) with zero weight on 2022 data within the model. Instead of placing weight on 2022 
data within the CMI improvements model, a separate adjustment is made to reflect the impact that the drivers of excess mortality in 2022 and 2023 are 
expected to have in future years. There is a long-term improvement rate of 1.50% for both males and females (2022: 1.50 % for both males and females). The 
CMI_2022 tables have been adjusted to allow for greater mortality improvements in the annuitant population relative to the general population on which 
CMI_2022 is based, using a parameter of 0.15% for males and 0.20% for females, tapering to zero between ages 90 and 110 (for 2022 the same approach was 
taken with respect to CMI_2021). Long-term improvement rates are set to taper to zero between ages 85 and 110 (2022: long-term improvement rates taper to 
zero between ages 85 and 110).

Illustrative sensitivity analysis
Significant actuarial assumptions for the determination of the defined benefit obligation are discount rate, inflation rate and mortality. Movements in the 
defined benefit obligation are mitigated by the impact on the assets from economic movements including interest rates and price inflation, as well as the 
longevity sensitivity impact due to the insurance policy and longevity swap assets held by the pension schemes. The sensitivity analysis below has been 
determined by changing the respective assumptions whilst holding all other assumptions constant. The following table illustrates how the IAS 19 surplus 
would have increased/(decreased) as a result of changes in interest rates, price inflation and mortality:

Increase in 
interest 

rates +1%

Decrease 
in interest 
rates -1%

Increase in 
inflation 
rate +1%

Decrease 
in inflation 

rate -1%
1 year 

younger1

£m £m £m £m £m
Impact on present value of defined benefit obligation at 31 December 2023  1,182  (1,463)  (1,126)  926  (288) 
Impact on fair value of scheme assets at 31 December 2023  (1,390)  1,737  1,233  (1,072)  326 
Impact on IAS 19 surplus on 31 December 2023  (208)  274  107  (146)  38 
Impact on present value of defined benefit obligation at 31 December 2022  1,182  (1,467)  (1,018)  827  (284) 
Impact on fair value of scheme assets at 31 December 2022  (1,510)  1,903  1,290  (1,116)  307 
Impact on IAS 19 surplus on 31 December 2022  (328)  436  272  (289)  23 

1The effect of assuming all members in the scheme were one year younger.

It is unlikely that the changes in assumptions would occur in isolation of one another as some of the assumptions may be correlated. It should also be noted 
that these sensitivities are non-linear, and larger or smaller impacts should not be extrapolated or interpolated from these results.

Maturity profile of the defined benefit obligation
Due to the increase of the discount rate over the period, the average duration of the discounted liabilities has reduced in each scheme. The discounted 
scheme liabilities have an average duration of 13 years (2022: 13 years) in ASPS, 15 years (2022: 15 years) in FPPS, and 13 years (2022: 14 years) in the RAC 
scheme. The expected undiscounted benefits payable from the ASPS, is shown in the chart below:

Undiscounted benefit payments (£m)
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14. Retirement benefit surplus continued

(b) IAS 19 disclosures continued

(iv) Risk management and asset allocation strategy

As noted above in note 14(a), the long-term investment objectives of the trustees and the employers are to limit the risk of the assets failing to meet the 
liabilities of the schemes over the long term, and to maximise returns consistent with an acceptable level of risk so as to control the long-term costs of these 
schemes. To meet those objectives, the schemes’ assets are invested in a portfolio consisting primarily of debt securities as detailed in section (b)(ii). The 
investment strategy continues to evolve over time and is expected to match to the liability profile closely with swap overlays to improve interest rate and 
inflation matching. The schemes are generally matched to interest rate risk relative to the funding bases.

ASPS

The Company works closely with the trustee, who is required to consult it on the investment strategy. Interest rate and inflation risks are managed using a 
combination of liability-matching assets and swaps. Exposure to equity risk has reduced over time and credit risk is managed within risk appetite. Currency 
risk is relatively small and is largely hedged. The other principal risk is longevity risk. This risk has reduced due to the ASPS entering into a longevity swap in 
2014 covering approximately £3.5 billion of pensioner in payment scheme liabilities.

Since October 2019 the ASPS completed multiple bulk annuity buy-in transactions with Aviva Life & Pensions UK Limited, a Group Company. These 
transactions have covered approximately £3.4 billion of liabilities related to deferred pensioners and current pensioners, removing the investment and 
longevity risk for these members from the scheme.

Other schemes

The RAC scheme and FPPS are considerably less material but their risks are managed in a similar way to those in ASPS. In 2015, the RAC pension scheme 
entered into a longevity swap covering approximately £0.4 billion of pensioner in payment scheme liabilities.

(v) Funding

Formal actuarial valuations normally take place every three years and where there is a deficit, the Group and the trustees would agree a deficit recovery 
plan. The assumptions adopted for triennial actuarial valuations are determined by the trustees and agreed with the Company and are normally more 
prudent than the assumptions adopted for IAS 19 purposes, which are best estimate. 

For the ASPS, the latest formal actuarial valuation was completed with an effective date of 31 March 2021 and showed that the ASPS was fully funded on its 
technical provisions basis consistent with the requirements of the UK pension regulations.

Employer deficit contributions of c£10m are expected to be paid to the FPPS during 2024.

(c) Defined contribution (money purchase) section of the ASPS

The trustees have responsibility for selecting a range of suitable funds in which the members can choose to invest and for monitoring the performance of the 
available investment funds. Members are responsible for reviewing the level of contributions they pay and the choice of investment fund to ensure these are 
appropriate to their risk appetite and their retirement plans. Members of this section contribute at least 2% of their pensionable salaries and, depending on 
the percentage chosen, the Company contributes up to a maximum 14%, together with the cost of the death-in-service benefits. These contribution rates 
remained unchanged until June 2017. From 1 July 2017, for every 1% additional employee contribution over 8%, the Company will contribute an additional 
0.1% employer contribution. The amount recognised as an expense for defined contribution schemes is shown in section (d) below.

(d) Credits or charges to staff costs in the income statement

The total pension costs of the pension schemes borne by, and the amounts credited in, the Company were:

Note 2023 2022
£m £m

Other pension costs 2 (7) (3)
Defined benefit sections 2 (21) (19)
Defined contribution sections 2 (168) (147)
Total pension costs (196) (169)
Less: Amounts recharged to operating businesses 182 171
Net (charge)/credit to the income statement (14) 2

The Company has not paid any deficit contributions to the ASPS during 2023 (2022: £nil). Similarly, the Company has not paid any contributions to the RAC 
during 2023 (2022: £20 million), as a one-off contribution made in 2022 did not recur. The Company has paid deficit contributions to the FPPS during 2023 
totalling £8 million (2022: £nil), as contributions to FPPS recommenced from April 2023.

Aviva Employment Services Limited

Annual Report and Financial Statements 2023

Notes to the financial statements continued

30



 15. Payables and other financial liabilities 

Note 2023 2022
£m £m

Due to fellow Group companies 19(a)(ii)  107  88 
Other payables including other taxes and social security  27  26 
Total as at 31 December  134  114 
Expected to be settled within one year  134  114 
Total as at 31 December  134  114 

All payables and other financial liabilities are carried at amortised cost, which approximates to fair value. 

16. Provisions 

(a) Carrying amounts

2023 2022
£m £m

Provision for holiday pay  4  3 
Total as at 31 December  4  3 

(b) Movement in provisions

2023 2022
£m £m

As at 1 January  3  3 
Increase in provision  1  — 
As at 31 December  4  3 

Aviva Employment Services Limited

Annual Report and Financial Statements 2023

Notes to the financial statements continued

31



17. Statement of cash flows 

(a) The reconciliation of profit before tax to the net cash inflow/(outflow) from operating activities is:

Note 2023 2022

£m £m
Profit before tax  50  60 
Adjustments for:
Pension cost charged to income statement 14(b)(i)  21  19 
Net investment income on pension scheme 14(b)(i)  (64)  (58) 
Net gain on pension scheme  (43)  (39) 
Equity compensation plans 11  8  5 

Changes in working capital:
(Increase)/decrease in receivables and other financial assets  (14)  6 
Increase/(decrease) in payables and other financial liabilities  21  (5) 

 7  1 
Pension contributions paid  (17)  (28) 
Total cash generated from/(used in) operating activities  5  (1) 

(b) Cash and cash equivalents in the statement of cash flows at 31 December comprise:

2023 2022
£m £m

Cash at bank and in hand  36  31 
Total at 31 December  36  31 

18. Risk management  

Risk Environment

Macroeconomic risk has been elevated throughout 2023. The expectation for 2024 is that global growth is expected to slow and the impacts of interest rate 
raises have not been fully realised. Heightened geo-political tensions continue into 2024, with the likelihood of further global social and economic 
fragmentation. We expect continued and heightened regulatory change in 2024 and beyond, and maintain vigilant to the increased threat of malware and 
ransomware attacks across the world.

(a) Risk management framework 

The Company operates a risk management framework that forms an integral part of the management and Board processes and decision-making framework, 
aligned to the Group’s risk management framework.

The Company’s risk management approach is proportionate to its activities as the employing company for staff of the Group in the UK. It does not provide 
any services to third parties. At least annually the Company’s management review the key risks specific to the Company.

To promote a consistent and rigorous approach to risk management, the Group has set out formal risk management policies and business standards which 
set out the risk strategy, framework and minimum requirements for the Group’s worldwide operations, including the Company. 

For the purposes of risk identification and measurement, and aligned to the Company’s risk policies, risks are usually grouped by risk type: credit, market, 
liquidity and operational risk. Risks falling within these types may affect a number of metrics including those relating to statement of financial position 
strength, liquidity and profit.

The Directors recognise the critical importance of having efficient and effective risk management systems in place and acknowledge that they are responsible 
for the Company’s framework of internal control and of reviewing its effectiveness. The framework is designed to manage rather than eliminate the risk of 
failure to achieve the Company’s objectives and can only provide reasonable assurance against misstatement or loss. The Directors of the Company are 
satisfied that their adherence to this Company framework provides an adequate means of managing risk in the Company.

Further information on the types and management of specific risk types is given in sections (b) to (g) below. 

(b) Credit risk

Credit risk is the risk of financial loss as a result of the default or failure of counterparties to meet their payment obligations to the Company, or variations in 
market values as a result of changes in expectations related to these risks.

The Company’s approach to managing credit risk recognises that there is a risk of adverse financial impact resulting from fluctuations in credit quality of 
counterparties including default and rating transition. The Company’s credit risks arise principally through exposures to internal counterparties.

The Company’s management of credit risk includes implementation of credit risk management processes (including limits frameworks), the operation of 
specific risk management committees, and detailed reporting and monitoring of exposures against pre-established risk criteria. 
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18. Risk management continued

(b) Credit risk continued

(i) Financial exposures to Group companies 

The Company’s financial assets are largely amounts due from fellow Group companies. The credit risk arising from Group counterparties failing to meet all or 
part of their obligations is considered remote. This includes the transactions entered into by the ASPS with Aviva Life & Pensions UK Limited, referred to 
below. Although the Company is not a counterparty to the transactions any failure of Aviva Life & Pensions UK Limited to fulfil its obligations would adversely 
impact the retirement benefit surplus / deficit recognised on the Company’s balance sheet. Aviva Life & Pensions UK Limited has an external S&P insurer 
financial strength rating of AA-. Due to the nature of the intra-group receivables, and the fact that these are settled, and not traded, the Company is not 
exposed to the risk of changes to the market value caused by changing perceptions of the creditworthiness of such counterparties.

(i) Financial exposures to Group companies continued

ASPS

The Company works closely with the trustee, who is required to consult it on the investment strategy. Interest rate and inflation risks are managed using a 
combination of liability-matching assets and swaps. Exposure to equity risk has reduced over time and credit risk is managed within risk appetite. Currency 
risk is relatively small and is largely hedged. The other principal risk is longevity risk. This risk has reduced due to the ASPS entering into a longevity swap in 
2014 covering approximately £3.5 billion of pensioner in payment scheme liabilities.

Since October 2019 the ASPS completed several bulk annuity buy-in transactions with Aviva Life & Pensions UK Limited, a Group Company. These 
transactions have covered approximately £3.4 billion of liabilities related to deferred pensioners and current pensioners, removing the investment and 
longevity risk for these members from the scheme. Refer to note 19(a)(iv).

Other schemes

The RAC scheme and FPPS are considerably less material but their risks are managed in a similar way to those in ASPS. In 2015, the RAC pension scheme 
entered into a longevity swap covering approximately £0.4 billion of pensioner in payment scheme liabilities.

(ii) Financial exposures by credit ratings 

The Company’s maximum exposure to credit risk of financial assets is represented by the carrying amount of assets included in the statement of financial 
position.

Receivables include amounts due from its parent and other group companies of £214 million (2022: £200 million) and as such the Company gains some 
reassurance as to the recoverability of these amounts due from the credit worthiness of the Group’s ultimate parent, Aviva plc, which has an external S&P 
issuer credit rating of A. Refer to note 19.

The Company is exposed to movements in the value of the pension scheme assets due to credit defaults and changes in counterparty creditworthiness, and in 
the value of pension scheme liabilities due to changes in the credit spread of AA-rated corporate bonds, which comprise the benchmark rate used to discount 
pension scheme liabilities.

(iii) Calculation of expected credit losses 

Expected credit losses in relation to intercompany loans are calculated with reference to an assessment of the counterparty's ability to repay contractual 
amounts over the lifetime of the financial asset, and, where relevant, the credit rating of the ultimate parent company. All intercompany loans have been 
assessed on a 12 month expected credit losses basis.

The Company has no financial assets which are categorised such that lifetime expected credit losses are calculated or which are deemed to be credit impaired 
at the reporting date. The Company has not purchased or originated any credit-impaired financial assets as at the reporting date.

The Company makes use of the simplified approach when calculating expected credit losses on trade receivables which don't include a significant financing 
component, and therefore calculates expected credit losses over the lifetime of the instrument in question. As at the reporting date, no lifetime expected 
credit losses have been recognised in relation to trade receivables.

There are no financial assets past due or impaired in either 2023 or 2022.

(iv) Modification of contractual cash flows that have not resulted in derecognition 

There have been no significant modifications of contractual cash flows on any of the Company's financial assets during the year.

(c) Market risk 

Market risk is the risk of adverse financial impact resulting directly or indirectly from fluctuations in interest rates, inflation, and foreign currency exchange 
rates. Market risk arises due to fluctuations in both the value of liabilities and the value of investments held.  

The management of market risk is undertaken at business unit and at Group level. Businesses manage market risks locally using the Group market risk 
framework and within local regulatory constraints. Group Capital is responsible for monitoring and managing market risk at Group level and has established 
criteria for matching assets and liabilities to limit the impact of mismatches due to market movements.

The most material types of market risk that the Company is exposed to are described below.

(i) Pension scheme discount rate 

The discount rate applied to the Company's pension scheme liabilities is based on the current average yields of AA-rated corporate bonds taking into account 
the maturities of the liabilities. The unwind of the discount is recognised in investment income. As such the Company's total pension liability and investment 
income is exposed to fluctuations in the market yield of the benchmark debt instruments, which determine the discount rate.
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18. Risk management continued

(c) Market risk continued

(ii) Pension scheme assets 

The Company is exposed to movements in the value of its pension scheme assets due to fluctuations in interest rates, equity prices, property prices and 
foreign currency exchange rates. Further details of assets and liabilities of the pension scheme are set out in note 14.

(d) Liquidity risk

Liquidity risk is the risk of not being able to make payments as they become due because there are insufficient assets in cash form. 

The Company seeks to ensure that it maintains sufficient financial resources to meet its obligations as they fall due. 

The Company’s cash resources are held in a pooled banking arrangement with its parent, Aviva Central Services UK Limited, and fellow group company, Aviva 
Insurance Limited (AIL), whereby the group participating companies are able to draw down on the cash resources in the pool for short term investment or to 
fund payments. In extreme circumstances, the Company would approach the Group for additional short-term borrowing whilst the Company liquidated other 
assets. The Group maintains significant undrawn committed borrowing facilities of £1,700 million (2022: £1,700 million) from a range of leading international 
banks to mitigate this risk further. 

Maturity analysis

The following tables show the maturities of the Company’s liabilities, and of the financial assets held to meet them. 

(i) Analysis of maturity of liabilities 

The following table shows the Company's financial liabilities analysed by duration:

2023

Note
On demand or 

within 1 year Total
£m £m

Payables and other financial liabilities 15  107  107 
Provisions 16  4  4 

 111  111 

2022

Note
On demand or 

within 1 year Total
£m £m

Payables and other financial liabilities 15  88  88 
Provisions 16  3  3 

 91  91 

The liabilities above are analysed in accordance with the earliest possible redemption date of the instrument.

(ii) Analysis of maturity of financial assets 

The following table provides an analysis, by maturity date of the principal, of the carrying value of financial assets which are available to fund the repayment 
of liabilities as they crystallise. 

2023

Note
On demand or 

within 1 year Total
£m £m

Receivables and other financial assets 9  214  214 
Cash and cash equivalents 17  36  36 

 250  250 

2022

Note
On demand or 

within 1 year Total
£m £m

Receivables and other financial assets 9  200  200 
Cash and cash equivalents 17  31  31 

 231  231 

The assets above are analysed in accordance with the earliest possible redemption date of the instrument at the initiation of the Company.
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18. Risk management continued

(e) Other risks affecting pension scheme liabilities 

In addition to market risks, other risks affecting assumptions used to calculate pension scheme liabilities are retail / consumer price inflation, general wage 
inflation and longevity.

The risk of general wage inflation is limited to a small amount of guaranteed minimum pension benefits that increase in line with national average earnings.

Longevity risks impact the mortality assumptions used to calculate pension scheme liabilities. 

Further details on the assumptions used to calculate pension scheme liabilities are set out in note 14.

(f) Operational risk 

Operational risk is the risk of direct or indirect loss, arising from inadequate or failed internal processes, people and systems, or external events including 
changes in the regulatory environment. 

The Company’s principal operational risks relate to the employment of people and payment of their salaries and benefits, including deduction and payment 
of payroll taxes and pension contributions.

The Company manages its operational risks using the Group-wide operational risk framework. Management use key indicator data to help monitor the status 
of the risk and control environment. They also identify and capture loss events, taking appropriate action to address actual control breakdowns and promote 
internal learning.  

(g) Risk and capital management 

The Company’s capital risk is determined with reference to the requirements of the Company’s stakeholders. In managing capital, the Company seeks to 
maintain sufficient, but not excessive, financial strength to support the requirements of stakeholders. The sources of capital used by the Company are equity 
shareholders’ funds. At 31 December 2023 the Company had £776 million (2022: £1,081 million) of total capital employed.

19. Related party transactions 

The Company acts as the principal employing company for staff in the Group in the United Kingdom. The Company had the following transactions with 
related parties, which include parent companies, subsidiaries and fellow group companies, in the normal course of business. 

(a) The Company had the following related party transactions 

(i) Services provided and expenses recharged to related parties 

 2023  2022 
Income earned 

in the year
Receivable at 

year end
Income earned 

in the year
Receivable at 

year end
£m £m £m £m

Parent  1,109  105  1,109  88 
Fellow Group companies  138  109  73  112 

 1,247  214  1,182  200 

Income earned in the year relates to the provision of staff and associated services. 

(ii) Services provided and expenses recharged by related parties 

 2023  2022 

Expenses 
incurred in the 

year
Payable at year 

end

Expenses 
incurred in the 

year
Payable at year 

end
£m £m £m £m

Fellow Group companies  7  1  3  — 
Group employee pension schemes  189  106  166  88 

 196  107  169  88 

Expenses incurred in the year relate to pension costs (see note 14(d)). Other pension costs relate to Expected Group Life Policy costs purchased through Aviva 
Life & Pensions UK Limited (AVLAP) and Guaranteed Minimum Pensions benefits equalisation costs.

(iii) Audit fees

There were no non-audit fees paid to the Company’s auditors during the year (2022: £nil). Audit fees as described in note 6 are borne by the Company’s 
ultimate parent, Aviva plc.  

(iv) Pension buy-in

During the year, the ASPS completed two (2022: two) further bulk annuity buy-in transactions with AVLAP, a Group company. Total premiums of £482 million 
(2022: £1,324 million) were paid by the scheme to AVLAP. The ASPS recognised the total plan assets of £368 million (2022: £891 million), with the difference 
between the plan asset recognised and the premium paid being recognised as an actuarial loss through Other Comprehensive Income.
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19. Related party transactions continued

(b) Key management compensation 

Key management, which comprises the directors of the Company, are not remunerated directly for their services as directors of the Company and the amount 
of time spent performing their duties is incidental to their role across the Group. The majority of such costs are borne by the Company and are recharged to 
the ultimate parent entity, Aviva plc. Refer note 5 for details of directors’ remuneration.

(c) Parent entity

The immediate parent entity is Aviva Central Services UK Limited, a private limited company incorporated and domiciled in the United Kingdom.

(d) Ultimate parent entity

The ultimate parent entity and controlling party, is Aviva plc, a public limited Group incorporated and domiciled in the United Kingdom. This is the parent 
undertaking of the smallest and largest Group to consolidate these financial statements. Copies of Aviva plc consolidated financial statements are available 
on application to the Group Company Secretary, Aviva plc, 80 Fenchurch Street, London, EC3M 4AE, and on the Aviva plc website at www.aviva.com.

20. Subsequent events 

There are no subsequent events to report.
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