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STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

Principaland Ongoing Activities
Aegon UK plc (the Comrpany) acts as a direct or indirect investment holding company for fnancil services businesses within the Aegon UK

Group. The principal subsidiary companies are listed in Note 7 to these financial statements.

Review of business and future developments

The Aegon UK Group (Aegon UK plcand subsidiaries) is one of the UK's leading providers of corporate and individual pensions, protection
produds and investment products. The most material operating subsidiaries n the Aegon UK Group are Scottish Equitable plc and Cofunds
Limited.

No dividends from Scottish Equitable Holdings Limited were received during theyear (2019: £127.0m). In February 2021 a final dividend of

£129.0mwas received for the yearended 31 December 2020 (2019: £nil). The Company paid no dividends to its parent Aegon (UK) Holdings
Limited in 2020 (2019: £214.0m). In February 2021 a final dividend of £42.0m was paid for the yearended 31 December 2020 (2019: £nil).

As a result of the impact of the coronavirus outbreak (Covid-19), during 2020 the Company nvested £10.0m share capital into Cofunds
Limited (2019: £20.0m) and £1.0minto Aegon Investments Limited (2019: £nil). A further £2.0m was invested into Aegon Investments Limited
in May 2021 to support it through its start-up phase.

On the 1 January 2021, Cofunds Limited, Aegon Investment Solutions Limited, Aegon Investments Limited, Momentum Group Limited,
Origen Limited and Origen Financial Services Limited were transferred to Aegon UK Investment Holdings Limited a subsidiary of Aegon UK
plc at their camrying values. This follows increased regulatory expectation to consider the prudential position of our Invest ment-type
businesses (regulated by the FCA) as a single group and report its financial strength in line with that expectation. By creating a single holding
company into which the investment-type companies become legal subsidiaries, we can satisfy this overall objective.

The Company is the sponsoring employer for the Aegon UK Group pension scheme. At 31 December 2020 the scheme has a £69.6m
restricted surplus (2019: £1.3m surplus) on an IAS 19 basis. The Company has constered the requirements for recognising a surplus under
IFRIC 14 The Limit on a Defned Benefit Asset, Minimum Funding Requirements and their Interaction and obtained an extemal legal opinion
that concluded it is appropriate to recognise the surplus with a restriction of 35% forwithholding tax.

Since January 2020, the Covid-19 outbreak has caused disruption to society, impading the Company, its employees, suppliers and
customers. Aegon invoked its business continuity plans to help ensure the safety of and well-being of its staff, as well as its capacity to
support its customers and maintain its business operations, while maintaining our financial and operational resilience.

Financial markets have been sevemrly impacted by significant decreases in nterest rates, equity markets and commodity prices, and by
credit spreads widening. Governments and central banks are responding to this crisis with aid packages and further quantitative easing. The
Company is continuously monitoring the market and economic turbulence that has arisen as a consequence of the Covid -19 outbreak. The
most significant risks the Company faces are related to financial markets and the adverse impact the downtum may have on the valuaton n
use calculation of its subsidiaries.

The Aegon UK Group’s business strategy contnues to be foaised on deweloping the business as the Bading platform savings, investments
and pensions providerin the market.

Key performance indicators

Aegon UK plc is an nvestment holding company and is not required to prepare consolidated financial statements as it makes use of the
Companies Act 2006 S400 exemption. As a result, these financial statements show the results of investment holding activity rather than the
trading performance of each of the underlying investments. In 2020 the Company made a bss before tax of £28.8m from this investment
holding activity, compared to a profit before tax of £139.6min 2019. The key drivers of the 2020 result were £47.8m of Management fees
from subsidiary undertakings in relation to contributions into the pension scheme offset by a £69.3m impairment to the canmying value of
Cofunds Limited. The decrease from prior year is principally driven by 2019 incuding the receipt of a £127.0m dividend and a £25.0m one
off pension scheme contribution.

The Company forms part of the UK segment of Aegon N.V,, the ultimate parent undertaking of the Co mpany. The strategy, perfformance
and position of the UK are also discussed in the ‘Strategic information’ and ‘Business overview’ sections of the Aegon N.V. annual report,

which do not form part of this report.

Page 2



DocuSign Envelope |D: 8FBE54EB-2996-46DA-A518-A56D0B6E5 D42
AEGONUKPLC
STRATEGIC REPORT
EORTHEYEARENDED31DECEMBERﬂRO

Corporate Govemance
The Aegon UK Group has established a governance framework for monitoring and overseeing strategy, conduct of business standards and

operations of the business across the group thatincludes:

. a clearly stated corporate organisational structure, and written terms of reference for the Board and its committees, with appropriate
delegated authorities;

* an Aegon UK Group Audit Committee, the members of which are non-executive Directors, which oversees intemal control and
financial reporting matters;

*« aRisk Committee, the members of which are non-executive Directors, which oversees risk and capital matters;

. a risk management function providing a second line of defence, independent of operations and with responsibility for monitoring
and reporting of risk;

. a regulatory risk function, which is part of the second line of defence, with responsibility for managing the relationship with key
regulators, contributing to strategic change, establishing and maintaining the financial crime framework and monitoring and
reporting on compliance with regulations,

. a forward-looking regulatory strategy forumthat identifies and mitigates risks from future political and regulatory change; and

. an intemal audit function which provides independent, objective assurance over the complete control framework reporting to t he
Chair of the Aegon UK Group Audit Committee and with direct access to all executive members, in particular the Chief Executive
Officer.

Corporate governance reporting requirements under the Companies (Miscellaneous Reporting) Regulations 2018 (the “Regulations”) apply
to companies meeting specific qualifying conditions. The Company meets some of these qualifying conditions and is required in its Annua!

Report to include disclosures on:

i) howthe Directors have had regard to the matters in section 172(1)(a) to (f) of the Companies Act 2006 (the “Act”),
ii) howthe Directors have engaged with employees; and
()] howthe Directors have engaged with customers, suppliers and others.

Disclosures addrssing point (i) are presented in this Strategic Report. Disclosures addressing points (i) and (jii) are pre sented in the

Directors Report.

Section 172(1) Companies Act Statement

Section 172(1) requires that: “A director of a company must act in the way he considers, in good faith, would be most likely to promote the
success of the company for the benefit of its members as a whole, and in doing so have regard (amongst other matters) to:

(@) The likely consequences of any decision in the long term;

(b) Theinterests of the company’s employees;

(¢) The need to fosterthe company’s business relationships with suppliers, customers and others;

(d) Theimpact ofthe company’s operations on the community andthe environment;

(e) The desirability of the company maintaining a reputation for high standards of business conduct; and

(f) Theneedto actfairly as between members of the company.”

The Directors consider all matters relevant to the particular issue before them for consideration whilst actng in the way they consider, n
goad faith, would be most likely to promote the success of the Company for the benefit of its members. This includes, amongst other things,

the factors listed above.
Aegon UK Comorate Services Limited (AUKCS), a subsidiary of Aegon WK plc, povides services to the Aegon UK Group and in particular

employ those personnel who provide services to the Company. Therefore, as the Company has no employees under contracts of service,
it is those personnelthatare referred to as employees throughout this statement.
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The Directors have put n place suitable processes so that all relevant matters are factored into the Board’s decision making. These are parnt
of the corporate govemance framework as described above, and include, for example the InReguIatory Risk team and the Regulatory
Development Group. They also include, for example, the requirement that all papers prepared forthe Board follow a template which requires
the paper author to set out, amongst other things, the key points, points for discussion, stakeholder implications (stakeholder implications
covering, the Company’s customers, suppliers, Regulators, employees who provide services to the Company, the community and the
environment) and risk and capital implications of the matters in the paper. During the year, the Company rolled out a new strategy and the
template for Board papers was updated to require the paper author to set out how the key points in their paper align with the pupose and
strategic pillars of the Company. These ensure the stakeholder implications and risk and capital implications alongside other key points can

be appropriately considered by the Board in their deliberations.

The Board also, as part of its corporate govemance framework, has a training plan in place. This ensures that each year the Directors receive
regular training from subject matter experts on a wide range of topics, which in 2020 included traning on Cloud data storage and also on
Environmental, Socialand Govemance matters. Such traning helps to ensure that the Directors are kept up to date regarding the range of
matters to be taken into account in respect of each decisionthey are asked to make.

The approach described above assisted the Directors with their consideration of the business’ response to the Covid-19 pandemic. The
Board received a number of papers and presentations on this and these papers highlighted the implications of the actions taken by the UK
and Scottish govemments in light of the Covid-19 pandemic and, in particular, the guidance that employees should work from home if

possible. Further detail on how the Directors demonstrated their responsibilities under s172 is presented as follows:

. In terms of the consideration of the likely consequences of any decision in the bng term, the Board considered the financial impad
on the Company of the Covid-19 pandemic and the actions taken by the Company as a result of it that is, the vast majority of
employees working from home following the government’s lockdown restrictions beingimposed (‘lockdown”);

. In terms of the impact of the lockdown on the inténests of employees, the Board considered the impact on employees’ wellbeing
and their ability to undertake their role effectively on a working from home basis. Throughout lockdown, the Board has ensured
that enployees have been offered physical and mental wellbeing support, including regular 1-1 meetings with their manager by
telephone orvideo conference calil and practical support such as setting up a comfortable working from home environment through
the provision of equipment.

e  Asthe Company has no customers the impact on the customers of the Company was not considered by the Board.

e The impact on the shareholder of the Company and the ultimate beneficial owner of the Company, Aegon N.V., was also
considered. Aegon N.V. issued a global work from home instruction fo its employees to help all employees stay as safe as possible.

. The impad on suppliers to the Company was appropriately considered by the Board, and support was offered to an in-house
supplierto enablke it to continue to provide its services to the Company. The Board considered the potential local reputational risks
of this due to its interpretation of what was considered “essential services” which coull continue to be provided during lockdown
and was satisfied that the service provided by the supplierwas indeed essentialin nature.

e  Theimpact of Covid-19 on the community and the environment was appropriately considered by the Board. The Board considered
that employees working from home would protect the community and the broader environment by reducing opportunities for
transmission of the Covid-19 virus. Aegon UK Corporate Services Limited, a subsidiary the company, made - on behalf of the
company - additional one-off gifts of £100k each to each of the Royal Voluntary Service and the Trussell Trust to support them

with their efforts to relieve the impact of Covid-19 on those most seriously affected.
¢  The Board did not have to consider the need to actfairly between members of the Company as there is only one member and it is
ultimately beneficially owned by Aegon N.V..

For more information regarding the Board’s consideration of:
o employees refer to disclosures in the Directors Report. This outlines, amongst other things, the main methods the Directors h awe
used to engage with employees; and
. the Company’s suppliers, customers and others refer to disclosures in the Directors Report. This outlines, amongst other thin gs,
the main methods the Directors have used to engage with the Company’s suppliers, customers and others including, without

limitation, the Company’s Shareholder.
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Risk and capital management and financial instruments
Risk management for the Company operates within the coporate governance framework above. As Aegon UK plc is an investment ho Iding

company the main risk directly impacting the Company relates to the performance, and therefore canying vale and dividend payment
capability, ofthe Company’s principal subsidiaries.

The Company's objective in managing its capital is to ensure that there are adequate resources to meet the Company's liabilities as they fall
due, and to allocate capital efficiently to support growth and repatriate excess capital where appropriate. The Company's capital is managed
in conjunction with that of other Companies in the Aegon UK plc Group. The Company manages its capital by measuring its resou rces and
cash availabk on a regular basis. The Company's capital position and the movement from the prior year are disclosed within the Statement

of Changes in Equity. The Company has no extemally imposed capital requirements.

The Company's main exposure fo risk arising from financil instuments is its exposure to credit risk arising on financial assets, cash and
short term deposits and trade and other receivables. Cash and short term deposits are placed with high credit-rated banks which significantly
reduces credit risk. Trade and other receivables and an element of financial assets are intercompany receivables from other Aegon UK
Group companies which again sgnificantly reduces credit risk. Credit and market risk on non-intercompany financial assets are managed

and monitored through regularinvestment andloan reviews.

This report was approved by the Board on 24 June 2021 andsigned by order of the Board by

DocuSigned by:

James Mackonnic

0C9311109B5E4EE...
James K MacKenzie

Company Secretary
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The Directors present their report and the audited Company financial statements for the year ended 31 December 2020. The Company is
incomporated and domiciled in England and Wales (registration number 3679296).

Structure of these Financial Statements
These financial statements have been prepared in accordance with Intemational Accounting Standards as they apply to the fina ncial

statements of the Company for the yearended 31 December 2020 and applied in accordance with the Companies Act (CA) 2006.

Results and Dividends

The results forthe year are set out on page 12. The Company paid no dividends during the year (2019: £214.0m) and received no dividends
from Scottish Equitable Hodings Limited (2019: £127.0m). In February 2021 a fnal dividend payment of £42.0m for the year ended 31
December 2020 was paid (2019: £nil).

Directors and their Interests

The aurrent Directors of the Company are shown on page 1. The Directors have declared that they had no interest in the share capital of the
Company in the year to 31 December 2020. The following appointments and resignations occurred prior to the point of signing the financial
statements. All other Directors served throughoutthe yearand up to the point of signing the financial statements.

Name of Director Date of Appointment Date of Resignation
Michael Holliday-Williams 08/01/2020 -

Helen Louise Heslop 12/04/2021 -

Adrian T Grace - 09/01/2020
Caroline F Ramsey - 14/05/2020
Mark Bloom - 01/06/2021

Directors’ qualifying third party indemnity provisions
During the year and to the date of signing the report the Company maintained liability insurance for Directors and Officers of the Company
through arrangements made by AegonN.V. for the benefit of itself and its subsidiary companies.

Statement on engagement with employees and other stakeholders

The Companies (Miscellaneous Reporting) Regulations 2018’ (S| 2018/860), ‘The Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008’ (SI 2008/410) include a requirement for companies abowe a certan size to nclude nformation
about engagementwith employees, suppliers, customers and other stakeholders.

Aegon UK Corporate Services Limited (AUKCS), a subsidiary of the Company, provides services to the Aegon UK Group and in particular
employ those personnel who provide services to the Company. Therefore, as the Company has no emplyees under contracts of service it

is those personnel that are referred to as employees throughout this statement.

Itis Aegon’s policy to ensure equal opportunities for all employees of the Aegon UK Group. The only criteria considered for the recruitment
or provision of staff is suitability for the position, regardless of sex, sexual orientation, marital status, age, religon, ethnic origin or disability
(having due regard to the individual's aptitudes and abilities). It is Aegon’s policy, wherever possible to continue the employment of staff
who have become disabled with appropriate re-training when required. No discrimination is made aganst disabled employees with regard
to training, career development or promotion.

By means of regular announcements and staff briefings and meetings with the independent trade unions, AEGIS and UNITE, Aegon has
maintained its policy of providing information and consulting on matters likely to affect the interests of staff.

Employees are a key stakeholder of the Company. The Board operates a hybrid between a formal work force advisory panel and a
designated non-executive director for workplace engagement One of the Board’s non-executive Directors has taken on the role of
strengthening the Board’s engagementwith employees.

The following are examples of the Company’s engagement with employees:

. Expanding our Inclusion & Diversity programme during 2020 to focus on several additional communities with numerous I1&D events
and initiatives supported using technology throughout 2020.

. Wellbeing support provided to our employees throughout the year to support them in managing the impacts of the Covid-19 pandemic,
including the creation of a Wellbeing Hub bringing together support and benefits provided to employees, provision of additional paid
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dependants’leave, provision of online health check and GP services and the operation of a second Cycle to Work enrolment window
during July 2020, and the creation of a self-funded furlough scheme for any employee unable to work for personal reasons.

. Aegon UK operates a robust pay and grading framework, based on a recognised job evaluation methodology. Within this framework,
Aegon UK conducts annual benchmarking to ensure that terms and conditions of employment and employee total reward packages
are positioned at competitive levels.

. The Company engages with employees on at least a half yeary basis through senior manager briefings the contents of which are
cascaded to all employees. At these briefings members of the Executive of the Company share updates regarding key topics such as
the financial results, strategy development and bushess performance. In addition, the Company holds an annual event for employees
that covers progress over the yearand objectives for the following year. This is hosted by the Executive of the Company and as well
as cascading information is an opportunity for any employeeto ask questions of the Executive.

In respect of engagement with suppliers, the Directors regularly review Management Information on the Company's and its subsidiaries’
relationships with key suppliers. This informs them of the status of the relationship with each key supplier and their current performance
aganst, amonggt other things, service levels. The Board is also regutarly updated regarding the key activities being undertaken by the
Company to continually improve its approach to supplier management in order to ensure protection for its customers, incliding Risk
Assessments and Contingency Plans. During 2020, the Board requested that Management undertake a detailed review of supplier resilience
in light of the Covid-19 pandemic.

In respect of engagement with customers, the Company does not have any so this is nol directly relevant

In respect of engagementwith regulators, the Company does nothave any asitis not regulated.

In respect of engagement with shareholders, the Board has two shareholder representatives on it and receives at each meeting an update
from Aegon N.V.. In addition, the CEO is a menber of the Management Board of Aegon N.V. and regularly engages with Aegon NV. n
respect of the key issues facing the Company. This enables the Board to take into account as appopriate the perspective of the shareholdder
in respect of the matters forits consideration.

The implicatons for the Company'’s stakeholders (which includes without limitation, its employees, suppliers, and shareholder) of maters
presented to the Board for decision must be included in all board papers. This is explained more fully in the Strategic report with exanples

of the effect of the effect of the consideration of such factors on some key decisions taken by the Company during the year.

Streamlined Energy and Carbon Reporting (SECR)

From financial years beginning on or after 1 April 2019, large UK companies are required to eport under the Companies (Energy and
Carbon Report) Regulations 2018 on their UK energy use and carbon emissions. This new requirement has been implemented by the
Department for Business, Energy and Industrial Strategy (BEIS). The Company meets the criteria for a large company. Energy use and
carbon emissions are monitored and measured at Aegon UK group kvel. In allocating the energy use and carbon emissions across Aegon
UK legal entities, consideration has been given to the principal activity of the Company being that of hoding, rather than a n operating,
company. The total energy use of the Company is less than 40MWh, allowing it to apply the low energy user exemption from providing
defailed disclosures of energy and carbon information. The enemy use and carbon emissions ofthe Company have been captured by the
disclosures in the operating companies of Aegon UK that are in scope of these Regulations.

Going concem
In assessing whether the Company is a going concern the Directors have taken into account the latest guidance issued by the Financial

Reporting Council.

The Strategic Report ncludes a review of the Company’s business and future developments and a description of the Company'’s risk and
capital management and exposure to financialinstruments. P

After making enquiries, which include considering the liquidity of the Company’s assets and the continuing impad of Covid-19, the Directors
have a reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable future
(being 12 months from the date of this report). Accordingly, they continue to adopt the going concem basis n preparing the financial
statements.
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Independent Auditors
PricewaterhouseCoopers LLP have beenre-appointedas auditors in accordance with section 489 of the CA 2006.

Disclosure of information to auditors
The Directors who held office at the date of approval of this report confirm that, so far as they are each aware, there is no relevant audit

information, being information needed by the auditors in connection with preparing their report, of which the auditors are unaware; and each
Director has taken all steps that they ought to have taken as Director to make themselves aware of any relevant audit information and to

establish that the auditors are aware of that information.

By order of the Board

DocuSigned by:

James Mackunsic

0C9311109BSE4EE...
James K MacKenzie

Company Secretary
24 June 2021
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR THE
YEAR ENDED 31 DECEMBER 2020

The Directors are responsibke for preparing the Strategic Report, Directors’ Report and the financial statements n acoordance with

applicable law and regulations.

Company bw requires the directors to prepare financial statements for each financial year. Under that law the directors have prepared the
financil statements in acoordance with Intemational Accounting Standards. Under company law the directors must not approwe the financial
statements unless they are satisfied thatthey give a true and fair view of the state of affairs of the company and of the profit or loss of the
company forthat period. In preparing the financial statements, the directors are required to:

. select suitable accounting policies and thenapply them consistently;

. state whetherapplicable intemational accounting standards in conformity with the requirements of the Companies Act 2006 have
been followed, subject to any material departures disclosed and explainedin the financial statements;

. make judgements and accounting estimates that are reasonable and prudent; and
. prepare the financial statements on the going concemnbasis unless it is inappropriate to presume thatthe company will continue n
business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and

detection of fraud and other imegularities.
The directors are responsble for keeping adequate accounting records that are sufficient to show and explain the company's transactions

and disclose with reasonable acouracy at any time the financial position of the company and enable them to ensure that the fnancial

statements comply with the Companies Act 2006.
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Report on the audit of the financial statements
Opinion
In our opinion, Aegon UK pic’s financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31 December 2020 and of its loss and cash flows for the
yearthen ended;

e have been properly preparedin accordance with intemational accounting standards in conformity with the requirements of
the Companies Act 2006; and

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

We hawe audited the financial statements, included within the Strategic Report, Directors' Report and Financial Statements (the “Annual
Report”), which comprise: the statement of financial position as at 31 December 2020; income statement, statement of comprehe nsive
income, the statement of changes in equity and the cash flow statement forthe year then ended; and the notes to the financial statements,
which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Our responsibilities
under I1SAs (UK) are further described in the Auditors’ responsbilities for the audit of the financial statements section of our report. We
believe that the audit evidence we have obtainedis sufficient and approprateto 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 fnancial
statements in the UK, which includes the FRC's Ethical Standard, and we hawe fuffiled our other ethical responsibilities in acoordance with

these requirements.
Conclusions relating to going concern

Based on the work we hawe 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 concem for a period of at least twe lve months from

when the financial statements are authorised forissue.

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

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

Our responsibilities and the responsibilities of the directors with respect to going concem are described in the relevantse ctions of this report.

Reporting on other information

The other information comprises all of the nformation in the Annual Report other than the financial statements and our auditors’ report
thereon. The directors are responsibk for the other information. Our opinion on the financial statements does not cover the other information
and, acoordingly, 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 matenally inconsistent with the financal statements or our knowledge obtained in the audit, or otherwise appears to
be maternally misstated. If we identify an apparent matenal inconsistency or material misstatement, we are required to perfo m 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 hawe performed, we conclude that there is a material misstatement of this otherinformation, we are required to report
that fact. We have nothingto 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 beenincluded.

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 opinibn, based on the work undertaken in the course of the audit, the information given in the Strategic report and Directors’ Report

forthe yearended 31 December 2020 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 andits environment obtained in the course of the audit, we did not identify any
material misstatements in the Strategic report and Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities , the directors are responsible for the preparation of the financial
statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also

responsble for such intermal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whetherdue to fraud oremor.
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In preparing the financial statements, the directors are responsble for assessing the company’s ability to continue as a going concem,
disclosing, as applicable, matters related to going concem and using the going concem basis of accounting unless the directors either intend
to liquidate the company orto cease operations, or have no realistic altemative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our obpctives 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 kevel of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detedt a material misstatement when it exists.
Misstatements can arise from fraud or emor 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
responsbilities, outlined above, to deted material misstatements in respect of imegularities, including fraud. The extent to which our
procedures are capable of detecting imegularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-conpliance with aws and regulations
related to breaches of the Companies Act 2006, and we considered the extent to which non-conpliance might have a materal effect on the
financial statements, in particular those parts of the Companies Act 2006 which directly impact the financial statements. We evaluated
management’s incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of overide of controls),
and determined that the principal risks were related to the payment of unkwful dividends under section 830 of the Companies Ad 2006.
Audit procedures performed by the engagementteam included:

. Discussions with management, including consideration of known or suspected instances of non-compliance with laws and
regulations and fraud;

*  Reviewing relevant Board meeting minutes;
* lIdentifying and assessing estimates andjudgements, such as those relating to the Defined Benefit pension scheme;

. ldentifying and testing journal entries, n particular any joumnal entries posted with unusual account combinations; entries
posted containing unusual account descriptions and entries posted by unexpected users, where any such journal entries
were identified; and

. Designing audit procedures to incorporate unpredictability around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures described abowe. We are less likely to become aware of instances of non-conpliance
with laws and regulations that are not closely related to events and transactions reflected in the fnancil statements. Also, the risk of not
detecting a material misstatementdue to fraud is higher than the risk of not detecting one resulting from eror, as fraud may involve deliberate
concealment by, forexample, forgery orintentional misrepresentations, orthrough collusion.

A furher 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 opnions, has been prepared for and only for the company’s members as a body n acoordance with Ch apter 3 of
Part 16 of the Companies Act 2006 and for no otherpurpose. We do not, in giving these opinions, accept or assume respon sbility 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 wiiting.

Other required reporting

Companies Act 2006 exception reporting
Underthe 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 acoounting records have not been kept by the company, or returns adequate for our audit have not been received
from branches not visited by us; or

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

* thefinancial statements are notin agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Wi " N*XWLCW

Gillian Alexander (Senior Statutory Auditor)
forand on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh

24 June 2021
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AEGONUKPLC

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
£m £m
Revenue
Investment income 2 0.2 138.3
Otherincome 47.8 727
Total revenue 48.0 211.0
Expenses
Administrative expenses 4 (8.5) (10.6)
Impairment charges 5 (69.3) (60.8)
Total expenses (77.8) (71.4)
(Loss)/ profit before tax (29.8) 139.6
Tax credit 6 1.6 233
Net (loss)/ profit attributable to equity holders of Aegon UK plc (28.2) 162.9

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019

£m £m

Net (loss)/ profit (28.2) 162.9
Items that will not be reclassified to profit:

Remeasurements of defined benefit plans 13 11.2 (23.8)

Effect of restriction on plan surmplus ’ 13 (20.4) 0.4)

Tax relating to components of other comprehensive loss 10 - (31.2)

Other comprehensive income forthe year (9.2) (55.4)

Total comprehensive income attributable to equity holders of Aegon UK plc (37.4) 107.5

All of the amounts above are in respect of continuing activities.

The notes are an integral part of these financial statements.
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AEGONUKPLC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020

Note 2020 2019
Restated *
£m £m
Non-current assets
Investments in subsidiaries 7 2,454.1 2,5612.4
Investment in associate 8 6.2 6.2
Financial assets 9 7.7 0.9
Defermred tax assets 10 - -
Defined pension benefits 13 38.8 0.9
Otherassets 11 25.0 250
2,531.8 2,545.4
Current assets
Financial assets 9 44.2 64.5
Tax Receivables 1.8 -
Otherassets 11 8.0 9.4
Cash and cash equivalents 12 - 8.6
54.0 82.5
Total assets 2,585.8 2,627.9
Non-current liabilities
Lease liabilities* 6.4 8.3
6.4 8.3
Current liabilities
Trade and otherpayables* 14 2.5 4.6
Tax Payables - 0.7
2.5 5.3
Total liabilities 8.9 13.6
Net assets 2,576.9 2,614.3
Capital and reserves
Share capital 15 169.5 169.5
Capital contribution reserve 15 548.9 548.9
Remeasurement of defined benefit plans (217.1) (207.9)
Retained earnings 2,075.6 2,103.8
Total equity 2,576.9 2,614.3

* The 2019 comparative balances have been restated to split the lease liabilities, recogrised in accordance with IFRS 16 Leases, between current and non-current liabilities. In the
2019 financial statements, the curent liabilities fresented were £13.6m and non-curent liabiities presented were nil. There is no impact prior to 1 January 2019, the date upon
which IFRS 16 became effective.

The notes are an integral part of these financial statements.

The financial statements were approved by the Board of Directors on 24 June 2021 and are signed on its behalf by

W [DocuSlgMd by:

BSFO546DBAGIAES. .. 13C7E55501124D0...
Michael Holliday-Williams Stephen McGee

Director Director
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AEGONUKPLC
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Note Share Capital Remeasu- Retained Total
capital contribu- rement of earnings Equity
tion defined
reserve benefit plans
£m £m £m £m £m
At1 January 2020 169.5 548.9 (207.9) 2,103.8 2,614.3
Net loss recognised in the income statement _ . _ (28.2) (28.2)
Other comprehensive income:
Items that will not be reclassified to profit:
Remeasurements of defined benefit plans 13 - - 11.2 - 11.2
Effect of restriction on plan sumplus 13 - - (20.4) - (20.4)
Tax relating to components of other
comprehensive income 10 - - - - -
Total other comprehensive income - - (9.2) - (9.2)
Total comprehensive income for 2020 - - (9.2) (28.2) (37.4)
At 31 December 2020 169.5 548.9 (217.1) 2,075.6 2,576.9

The notes are an integral part of these financial statements.
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AEGONUKPLC

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

Note Share Capital Remeasu- Retained Total
capital contribu- rement of eamings Equit
tion reserve defined benefi
plans
£m £m £m £m £m
At1 January 2019 169.5 548.9 (152.5) 2,154.9 2,720.8
Net profit recognised in the income statement R _ . 162.9 162.9
Other comprehensive income: N
tems that will not be reclassified to profit:
Remeasurements of defined benefit plans 13 - - (23.8) - (23.8)
Effect of restriction on plan sumplus 13 - - 0.4) - 0.4)
Tax relating to components of other
comprehensive income 10 - - (31.2) - (31.2)
Total other comprehensive income - - (55.4) - (65.4)
Total comprehensive income for2019 - - (65.4) 162.9 107.5
Dividend paid - - - (214.0) (214.0)
At 31 December2019 169.5 548.9 (207.9) 2,103.8 26143

The notes are an integral part of these financial statements.
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AEGONUKPLC

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019
Restated *
Note £m £m

Operating Activities
(Loss)/Profit before tax ' (29.8) 139.6

Adjustment to reconcile profit before tax to net cash outflow from

operating activities:

Investment income 2 (0.2) (138.3)
Realised gains on sale of financial assets 3 - 0.1)
Impairment charge 5 69.3 60.8
Decrease/ (increase)in otherassets * 11 1.4 (34.4)
Remeasurements of defined benefit plans 13 11.2 (23.8)
Decrease in defined pension benefit obligation 13 (37.9) (46.9)
Effect of restriction on suiplus * 13 (20.4) 0.4)
(Decrease)/ increase in trade and otherpayables * 14 (2.1) 3.7
(Decrease)/ increase in non-current liabilities * (1.9) 8.3
Income tax received * (0.9) 71
Net cash outflow from operating activities (11.3) (24.4)

Investing activities

Dividend income 2 . 127.0
Proceeds on sale of subsidiary - 4.1
Net (acquisition) / disposal of financial assets 9 13.5 91.4
Investment in subsidiaries 7 (11.0) (20.0)
Otherinvestment income 0.2 1.1
Net cash inflow generated from investing activities 2.7 203.6

Financing activities

Dividends paid ’ - (214.0)
Net cash outflow from financing activities - (214.0)
Net decrease in cash and cash equivalents (8.6) (34.8)
Cash and cash equivalents at 1 January 8.6 43.4
Cashand cash equivalents at 31 December 12 - 8.6

* The 2019 comparative balances have been restated to present the changes in the right of use lease asset and lease liability gross in the cashflow statement, present the effect of
restriction on pension scheme surplus separately with a rounding adjustment to income tax received.

The cash flow statement is prepared according to the indirect method.

The notes are an integral part of these financial statements.
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1.

AEGON UKPLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Summary of significantaccounting policies

1.1 Basis of Preparation

1.1.1

1.1.2

1.1.3

Introduction

After making enquiries, which include considering the liquidity of the Company’s assets and the continuing impact of the Covid-19,
the Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for the
foreseeable future (being 12 months from the date of this report). Accordingly, the Company’s financial statements have been
prepared on the going concem basis and in accordance with Intemational Accounting Standards n conformity with the requirements
of the Companies Act 2006 as they apply to the financial statements of the Company for the year ended 31 December 2020. IFRS
comprises accounting standams prefixed IFRS, issued by the Intemational Accounting Standards Board (IASB) and those prefixe d
IAS, issued by the IASB's predecessor body, as well as interpretations issued by the IFRS Interpretations Committee (IFRS IC) and
its predecessorbody. The financial statements have been prepared n acoordance with the historical cost convention as modified by
those financial instruments and financial liabilities that have been measured at fair value.

The Company has made use of the Companies Act 2006 S400 exemption from preparing consolidated financial statements.

The pirincipal accounting policies set out below have been consistently applied to all fnancial reporting periods presented in these
financial statements.

The fnancil statements of Aegon UK plc for the year ended 31 December 2020 were authorised for issue, in accodance with a

resolution of the directors, on 24 June 2021.

Adoption of new IFRS accounting standards
New standamds and amendments to standards become effective at the date specified by IFRS, but may allow companies to opt foran
earlier adoption date. In 2020, the following standards and amendments to existng standards issued by the IASB became
mandatory or were early adopted but are not currently relevant or do not significantly impact the financial position or finan cial

statements: AN

IASB effective Impact on
Accounting Standard/ amendment/ interpretation date Company
Amendments to References to the Conceptual Framework in IFRS Standards 1 January 2020 Low
Amendments to IFRS 3 Business Combinations 1January 2020 Low
Amendments to IAS 1 and {AS 8: Definition of Material 1 January 2020 Low
Amendmentsto IFRS 9, IAS 39 and IFRS17: Interest Rate Benchmark Reform 1January 2020 Low
Amendment to IFRS 16 Leases Covid-19 - Related Rent Concessions 1June 2020 Nil

Disclosures of new standards that have been issuedbut are not yet effective
The following standards and amendments to existing standards and nterpretations, published prior to 1 January 2021, were not early

adopted by the Company, but willbe applied in future years:

IASB effective Impact on

Accounting Standard / amendment/ interpretation date Company
IFRS 17 Insurance Contracts 1January 2023 Nil
Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as
Current or Non-current and Classification of Liabilities as Current or Non-cument - Defemral 1January 2023 Low
of Effective Date
Minor amendments to IFRS 3, IAS 16, IAS 37 and Annualimprovements 2018-20 1 January 2022 Low
Amendments to IFRS 4 Insurance Contracts — deferral of IFRS 9 1 January 2021 Nil
Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark

1 January 2021 Low

Reform — Phase 2
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1.2

AEGONUKPLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Significant accountingjudgements, estimates and assumptions

The preparation of financial statements requires management to make judgements, estimates and assunptions that affect the
amounts reported for assets and liabilities as at the statement of financial position date and the amounts reported for revenues and

expenses during the year. However, the nature of estimation means that actual outcomes could differ fromthose estimates.

Estimates and assumptions
The key assumptions conceming the future and other key sources of estimation uncerainty at the statement of financial position date,
that have a significant risk of causing a material adjustment to the canying amount of assets and liabilities within the next financial

year are discussed below.

(a) Investments in subsidiaries

The Company assesses whether there are any indicators of impairment for all non-financial assets at each reporting date. Investments
in subsidiaries are tested for impaimment when there are indicators that the camying amounts may not be recoverable. When value in
use calculations are undertaken, management must estimate the expected future cash fows from the asset and choo se a suitable
discount rate n order to calculate the present value of those cash flows. Value in use calculations for life insurance busin esses

generally utilise economic available capital calculatons together with the present value of profits from expected new business.

(b) Pension and otherpost-employment benefits
The cost of defined benefit pensions plans uses an actuarial valuation. The actuarial valuation involves making assumptions a bout
discount rates, mortality rates and inflation rates. Due to the bng term nature of these plans, such estimates are subject to significant

uncertainty. Furtherdetails are given in note 13.

(c) Fair value and fairvalue hierarchy
The following is a desciiption of Company’s methods of determining fair value, and a quantificaton of its exposure to assets and
liabilities measured at fairvalue.

Fair value is defned as the amount that would be received from the sale of an asset or paid to transfer a liability in an orderly
transacton between market participants at the measurement date under current market conditions (i.e. an exit price at the
measurement date fom the perspedive of a market participant that holds the asset or owes the liability). A fair value measu rement

assumes that the transaction to sell the asset ortransferthe liability takes place either.

* Inthe principal market for the asset orliability; or
* Inthe absence of a principal market, in the most advantageous market for the asset orliability.

in accordance with IFRS 13 the Company uses the following hierarchy for determining and disclosing the fair value of assets and
liabilities:
« Levell: quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company can access at the
measurement date;
 Level Il: inputs other than quoted prices included within Level | that are observable for the assetor liability, either dire ctly-
(that is, as prices) or indirectly (that is, derived from prices of identical or similar assets and liabilities) using valuation
techniques forwhich all significant inputs are based on observable market data; and
 Levellll:inputs for the asset orliability that are not based on observable market data (that is, unobservable inputs) or using

valuation techniques for which any significant inputis not based on observable market data.

The best evidence of fair value is a quoted price in an actively traded market. In the event that the market for a financial instrument
is not active or quoted market prices are not available, a valuation technique is used.

The degree of judgement used in measuring the fair value of assets and liabilities generally inversely comelates with the le vel of
observable valuation inputs. The Company maximizes the use of observable inputs and minimizes the use of unobservable valuation
inputs when measuring fair value. Financial instruments, for example, with quoted prices in active markets generally have more pricing
observability and less judgement is used in measuring fair value. Conversely, financial instruments for which no quoted prices are
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1.3

1.4

1.5

AEGONUKPLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

available have less observability and are measured at fair value using valuation models or other pricing techniques that require more

judgement.

The assets and liabilities categorisation within the fair value hierarchy is based on the lowest nput that is significant to the fair value
measurement.

The judgement as to whether a market is active may include, although not necessarily determinative, lower transaction volumes,
reduced transaction sizes and, in some cases, no observabk trading adivity for short periods. In inactive markets, assurance is
obtained that the transaction price provides evidence of fair value or determined that the adjustments to transaction prices are
necessary to measure the fair value of the instrument.

The majornity of valuation techniques employ only observable market data, and so the reliability of the fair value measurement is high.
However, certain assets and liabilities are valued on the basis of valuation techniques that feature one or more significant market
inputs that are unobservable and, for such assets and liabilities, the derivation of fair value is more judgemental. An instrument in its
entirety is classified as valued using significant unobservable inputs (Level Il1) if, in the opinion of management, a significant proportion
of the instument’s carrying amount is driven by unobservable inputs. “Unobservable” in this context means that there is litte or no
current market data available from which to determine the price at which an arm's length transaction would be likely to ocaur. It
generally does not mean that there is no market data available at all upon which to base a determinaton of fair value. While the
Company believes, its valuation techniques are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair vale of certain nstruments (both financial and non -financial) could result in a
different estimate of fair value at the reporting date.

To operationalise the Company's fair value hierarchy, ndividual instruments (both financial and non-financial) are assigned a fair
value lewel based primarily on the type of instrument and the source of the prices (e.g. index, third -party pricing service, broker,
intemally modelled). Periodically, this logic for assigning fair value lewvels is reviewed to detemmine if any modifications are necessary
in the context of the current market environment

Revenue recognition

The following specific recognition criteria must be met before revenue is recognised:

Investment income - Dividend income
Dividend income frominvestments in subsidiaries and associates is included in investment income when received.

Otherincome - Management fees from subsidiary undertakings

Revenue is recognised when services are transferred to customers and the Company has satisfied its performance obligations under
the contract, at an amount that reflects the consideration to which the Company expects to be entitled in exchange for those services,
excluding VAT.

Otherincome - Interestincome
Revenue is recognised as interest accrues using the effective interest rate method. The effedive interest rate is the rate that exadly

discounts estimated future cash receipts through the expected life of the financialinstrumentto its net camying amount.

Administrative expenses
Aegon UK Comorate Services Limited, a subsidiary of Aegon UK plc, provides services to the Aegon UK Group and in particular
employ those personnel who provide services to the Company. Therefore, the Company hasno employees under contracts of service.

All administrative expenses are recharged by the service company to the Company.
Finance costs

Finance costs include interest charges on borrowings. Interest expense on borrowings carried at amortised cost is recognised in profit

or loss using the effective interest method.
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AEGON UKPLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Investments in subsidiaries and associates

Subsidiaries are entities over which the Company has direct or indirect power to govemn the financial and operating policies so as to
obtain benefits from its activities (‘control’). The assessment of control is based on the substance of the relationship b etween the
Company and the entity and, among other things, considers existing and potential voting rights that are cumently exercisable and

convertible.

Subsidiaries and associates are acoounted for at cost Any impairment on individual nvestments in subsiiaries held at cost is
determined at each reporting date.

Financial assets
Financial assets are recognised on the trade date when the Company becomes a party to the contractual provisions of the instrument.

Classification
The company classifies its financial assets as either fair Value through profit or loss (FVTPL), fair value through OCI (FVOCI) or at
amortised cost. The classification of financial assets is based on both the Company's business model for managing the financial

assets and the financial asset’s contractual cash flow characteristics.

Measurement

At initial recognition, financial assets are initially recognised at fair value plus, in the case of a fnancial asset not at fair value through
profit or loss, any directly attributable hcremental transaction costs. Transadion costs of fnancial assets caried at FVTPL are
recognised asexpenses in the inoome statement. Subsequent measurement of debt instruments dependson the Company’s busness

modelfor managing the asset and the cash flow characteristics of the asset

Amortised cost

Debt instuments that are held for collection of contractual cash flows where those cash fows represent solely payments of p rincipal
and interest are measured at amortised cost using the effective interest rate method. The amortised cost of a debt instrumment is the
amount at which it is measured at initial rcognition minus principal repayments, plus or minus the cumulative amortisation of any
difference between the initial amount and the maturity amounts and minus any impairment. The effective interest rate method is a
method of calculating the amortised cost and of allocating the interest income or expense over the relevantperiod.

Fair Value through Other Comprehensive Income

Debt instruments that are held for collection of contractual cash flows and for selling the fnancial assets, where those cas h flows
represent sokly payments of principal and interest, are measured at FVOCI. Changes in fair value are recognised as a separate
component of equity until the assetis derecognised or determined to be impaired at which time the cumulative gain or bss previously
reported in equity is ncluded in the income statement Interest ncome from these assets is included in investment income using the

effective interest method.

Fair Value through ProfitorLoss
Debt instuments that do not meet the criteria for recognition at amortised cost or FVOCI (or for which the fair value option has been

' applied) are measured at FVTPL. A gain or loss on a debt instrument that is subsequently measured at FVTPL is recognised in the

income statement in the period in which it arises.

Impairment
The Company assesses, on a forward looking basis, the expected credit losses associated with its financial instruments camie d at
amortised cost and FVOCI. The impaiment methodology applied depends on whether there has been a significant increase in credit

risk.

Fair Value

Fair value is defned as the amount that would be received from the sale of an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date under aument market conditions (i.e. an exit price at the
measurement date from the perspective of a market participant that holds the asset or owes the liability). For quoted financial assets
for which there is an adive market, the fair value is the bid price at the statement of financial position date. In the absence of an active
market, fair value is estimated by using present value based or other valuation techniques. Where discounting techniques are applied,

the discount rate is based on curent market rates applicable to financial instruments with similar characteristics. The valuation
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AEGONUKPLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

techniques that include non-market observable inputs can result n a different outcome than the actual transadtion price at which the
asset was acquired. Such differences are not recognised in the inoome statement immediately but are deferred. They are released
over time in line with the change n factors (including time) that market participants would consider in setting a price for the asset.

Interest accrued to date is notincluded in the fair value of the financial asset.

Derecognition

A financial asset is derecognised when the contractual rights to the asset’s cash flows expire, when the Company has transferred the
asset and substantially all the risks and rewards of ownership, or when the Company has transferred the asset without transfer or
retaining of substantially all the risks and rewards of ownership, provided the other party can sell or pledge the asset. On derecognition
the difference between the disposal proceeds and the carrying amount is recognised in the income statement. Any cumulative gain
or loss previously recognised in equity is also recognised in the income statement.

Taxation

Current income tax

Cumrent income taxassets and liabilities for the current period and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities, or paid to or recovered from other group companies in respect of group relief surrendered or
received. The tax rates and laws used to compute the amount are those that are enacted or substantively enacted by the statement

of financial posilion date.

Currentincome tax relating to items recognised directly in equity is recognised in equity and not in the income statement.

Deferred income tax
Defemed income tax is provided using the liability method on tenmporary differences at the statement of financial position date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Defemred income tax liabilities are recognised for all taxable temporary differen ces except:

*  When the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a transaction
thatis not a business combination and, at the time of the transaction, affects neither the acocounting profit nor taxable profit
or loss, and

¢ In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint
ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future.

Defemed inoome tax assets are recognised for all deductible temporary differences, cary forward of unused tax credits and unused
tax losses, to the extent that it is probabk that taxable profit will be available against which the deductible temporary differences, and
the camry forward of unused tax credits and unusedtaxlosses can be utilised except:

e  When the deferred income tax asset relating to the deductble temporary difference arises from the initial recognition of an
asset or liability n a transaction that is not a business combnation and, at the time of the transadion, affeds neither the
accounting profit nor the taxable profit orloss; and

. In respect of deductible temporary differences associated with investments in subsidiaries, associates and interestin joint
ventures, deferred ncome tax assets are recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the temporary differences can be utilised.

The carying amount of deferred income tax assets is reviewed at each statement of financial position date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred income tax assets are reassessed at each statementof financial position date and are recognised to the extent

that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Defered ncome tax assets and liabilities are measured at the tax rates that are expeded to apply to the year when the asset is
realised or the liability settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the statement of

financial position date.

Defemed income tax relating to items recognised directly in equity is recognised directly in equity and not in the income st atement.

Deferred income tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to setoff current tax assets against

current tax liabilities and the deferred income tax relate to the same taxable entity and the same taxation authority.

Cash and cash equivalents

Cash and short-term deposits in the statement of financial position comprise cash atbanks and n hand and short-term deposits with
an original maturity of three months or less. For the purposes of the cash flow statement, cash and cash equivalents consist of cash
and cash equivalents as defined above.

Impairment of assets
The Company assesses at each reporting date whether there is an indication that any asset may be impaired. If any such indication

exists, orwhen annual impaiment testing for anasset is required, the Company makes an estimate of the asset’s recoverable amount.
An asset's recoverable amount is the higher of an asset's or cash-generating unit's fair value less costs to sell and its value in use
and is determined for an ndividual asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets. Where the canying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and is wiitten down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time vale of money and the risks
specific to the asset. In detemining fair value less oosts to sell, an appropriate valuation modelis used, these calculations corroborated
by valuation multples, or other available fair value indicators. Impairment losses on continuing operations are recognised in the income

statementin expenses.

An assessment is made at each reporting date as to whether there is any ndication that previously recognised impairment loss es
may no longer exist or may have decreased. If such indication exists, the recoverable amount is estimated. A prevously recog nised
impairment loss is reversed only if there has been a change in the estimates used to detemmine the asset's recoverable amount snce
the last impairment loss was recognised. If that is the case the canying amount of the asset is increased to its recoverable amount.
That ncreased amount cannot exceed the camying amount that would have been determined, net of depreciation, had no impairment
loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss unless the asset is camrried at revalued
amount, in which case the reversal is treated as a revaluation increase. After such a reversal the depreciation charge is adjusted in
future periods to allocate the asset's revised cairying amount, less any residual value, on a systematic basis over its remaning useful

life.

Interest bearing loans and borowings
Obligations for loans and bomowings are recognised when the Company becomes party to the related contracts and are measured

initially at the fair value of consideration received less directly attributable transaction costs.

Afterinitial recognition, interest-bearing loans and borrowings are subsequently measured at anortised cost using the effective interest
method. Borrowing costs are recognised as an expense when incurred. Gains and losses arising on the repurchase, settlement or

otherwise cancellation of liabilities are recognised respectively in finance revenue and finance cost.

The liability is derecognised when the Company’s obligation under the contract expires, is discharged oris cancelled.

Provisions
A provision is recognised when the Company has a legal or constructive obligation as a result of a past event, it is pobable that an

outflow of economic benefits will be required to settle the obligation and a reliable estimate can bemade of the amount ofthe
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obligation. If the effect is material, expected future cash flows are discounted using a cument pre-tax rate that reflects, where

appropriate, the risks specific to the liability.

Defined benefit pensions benefits

The Company recognises a liability (asset) for defined benefit pension plans forwhich it is the sponsoring employer.

Measurement

The defined benefit obligation is based on the terms and conditions of the plan applicable on the statement of financial position date.
In measuring the defined benefit obligation the Company uses the projeded unit credit method and actuarial assumptions that
represent the best estimate of future variables. The benefits are discounted using an interest rate based on the market yields for high-
quality corporate bonds on the statement of financial position date. Plan improvements (either vested or unwested) are recogn ised in
the income statement at the date whenthe plan improvement occurs.

Plan assets are qualifying insurance policies and assets held by long-term employee benefit funds that can only be used to pay the
employee benefits under the plan and are not available to the Company'’s creditors. They are measured at fair value and are deducted

in determining the amountrecognised on the statement of financial position.

Profit or loss recognition
The cost ofthe plans are determined at the beginning of the year and comprise the following components:

. Cumrent year service cost which is recognised in profit orloss; and

. Netinterest on the net defined benefit liability (asset) which is recognised in p rofit or loss;

Remeasurements of the net defined benefit liability (asset) which is recognised in other comprehensive income are revisited quarterly
and shallnot be reclassified to profit orloss in a subsequent period.

Any employee contributions are deducted from the cument year service cost. Net interest on the net defined benefit liability (asset)
shall be determined by multiplying the net defined benefit liability (asset) by the applicable discount rate. Net interest on the net defined
benefit liability (asset) comprises interest income on pln assets and interest cost on the defined benefit obligation. Where by interest
income on plan assets is a component of the return on plan assets and is determined by multiplying the fair value of the plan assets
by the applicable discount rate. The difference between the nterest income on plan assets and the actual retum on plan assets is
included in the remeasurement of the net defined benefit liability (asset).

Remeasurements of the net defined benefit liability (asset) comprise of:

. Actuanal gains and losses; »

. The retum on plan assets, excluding amounts included in net interest on the netdefined benefit liability (asset); and

. Any change in the effect of the asset ceiling, excluding amounts included in net interest on the net defined benefit liability (asset).

Settlements

The gain orloss on a curtailment or settlement is the difference between:

. The present value of the defined benefit obligation being settled, as determined on the date of settlement; and

. The settlement price, including any plan assets transferred and any payments made directly by Aegon in connection with the

settlement.

The Company recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtaiiment or settlement

occurs.

Foreign exchange translation

Transactions in foreign cumencies are translated to the functional curency using the exchange rates prevailing at the date of the

transaction. At the statementof financial position date monetary assets and monetary liabilities are translated at the closing rate.
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Non-monetary items carried at cost are translted using the exchange rate at the date of the transaction, whilst assets caried at fair

value are translated at the exchange rate whenthe fair value was determined.

Exchange differences on monetary items are recognised in the income statement when they arise. Exchange differences on non-

monetary items are recognised in equity orthe income statement, consistently with othergains andlosses on these items.

Leases

As a lessee, the Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at
or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remowe the

underlying asset orto restore the underlying asset orthe site on which itis located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the earlier of the
end of the useful life of the right-of-use asset or the end of the lease temn. The estimated useful lives of right-of-use assets are
determined on the same basis as those of real estate and equipment. In additon, the right-of-use asset is periodically reduced by
impaiment losses (using the same rate to measure the lease liability), if any, and adjusted for certain remeasurements of the lease

liability.

The lease liability is initially measured at the present vake of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental

borowing rate. Generally, the incremental borrowing rate is used as the discountrate.

The lease liability is measured at amortised cost using the effective interest method. Itis remeasured when there is a change in future
lease payments arising from a change in an index or rate, if there is a change in the estimated amount of the expected payable under

aresidual value guarantee, orif the assessment changes ofwhetherit will exercise a purchase, extension or termination option.

The right-of-use assets are presented in ‘Other assets’ and lease liabilities in ‘lease liabilities’ and ‘trade and other payables’ in the

statement of financial position.
The Company has elected not to recognise right-of-use assets and lease liabilities for short-term leases that hawe a kase term of 12
months or less and leases of low-value assets, including small office equipment. The lease payments associated with these leases

are recognised as an expense on a straight-line basis over the lease term.

Investmentincome

2020 2019

£m £m

Dividend income from subsidiary undertakings - 127.0
Realised gain on sale of Subsidiaries - 10.2
Interestincome on cash and short termdeposits 0.2 1.1
0.2 138.3

For terms and conditions relating to related party transactions, referto note 18.

In 2019, the realised gain on sale of subsidiaries is made up of £7.3mdeferred consideration including interest received in reltion to

the sale of Positive Solutions in 2013 and the release of a £2.9m provision thatis no longerrequired following final settlement.
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Otherincome

2020 2019

£m £m

Management fees from subsidiary undertakings 47.8 72.6
Realised gain on sale of financial assets - 0.1
47.8 72.7

Management fees from subsidiary undertakings represents contributions paid to the Aegon UK Group defined benefit pension scheme
by other Aegon Group companies. Contributions are made to the scheme by the company who enploys the member and recharged
to other Aegon Group companies at cost in line with the services provided by the employee. There were no one-off contributions paid
into the pension scheme in 2020 (2019; £25.0m).

Administrative expenses

2020 2019
Expenses included within administrative expenses include: £m £m
Defined benefit pensionplan expense 0.7 1.5

There were £7.7m administrative expenses (2019: £9.0m) relating to recharges to the Company by Aegon UK Corporate Services
Limited, a subsidiary undertaking. Forterms and conditions relatingto related party transactions, referto note 18.

Included within the recharge from Aegon UK Corporate Services Limited are audit fees of £51.8k (2019: £72 6k), which in 2019
included £24 .6k in respect of the audit of its parent Aegon (UK) Holdings Limited.

The Exeautive Directors of the Conmpany are also Executive Directors of other Aegon UK group companies. The tbtal remuneration
of the Executive Directors is disclosed below, all of which was paid by the Aegon UK Group. The Directors do notbelieve that it is

practicabke to apportion this amount between their services as Executive Directors of the Company and their services to other Aegon
UK Group companies. The performance related bonuses available to the exeautive Directors are awarded on the advice of the Aegon
UK Group Remuneration Committee having regard to corporate performance during the year under review.

Fees relate to payments to Non-Executive Directors. Non-Executive Directors do not participate in any ncentive or bonus plans or
pension arangements.

The amounts of Directors' remuneration were as follows: 2020 2019
£000’s £000’s
Fees . 618.7 682.6
Remuneration including bonuses 2,738.2 2,906.2
3,356.9 3,688.8

No contributions were made for Directors to defined contribution schemes (2019: £nil).
Compensation in respect of loss of office to Directors is £nilin 2020 (2019: £nil).
Three Directors received Aegon N.V. shares in relation to long termincentive scheme s in 2020 (2019: two).

The above includes the following amounts in respect of the highest paid Director for his services to the Company and other Ae gon

UK group companies.
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2020 2019
Amounts included above: £000’s £000’s
Remuneration including bonuses ) 1,397.7 1,636.0
Aggregate amounts receivable by Directors in respect of long-termincentive schemes
(otherthan shares and share options) ' - -
Total in respect of highest paid Director 1,397.7 1,636.0

The highest paid Director at 31 December 2020 and 31 December 2019 was not a member of the defined benefit pension scheme.
Contributions of £nil (2019: £nil) were made to a defined contribution scheme i respect of the highest paid Director at 31 December
2020.

The highest paid Director did not receive Aegon N.V. shares i relation to long-term incentive schemes in 2020 but did receive shares

in2019.
5. Impairment charges
2020 2019
£m £m
Impairment of Investments in subsidiaries 69.3 60.8
69.3 60.8

There has been a £69.3m (2019: £60.8m) impairment to the carrying value of Cofunds Lid (Cofunds) recognised i the year. Cofunds
made a loss during the year as a result of integration costs. This was considered a potential indicator of impairment and hence an
impairment assessment was performed. A fair value less costs of disposal was not able to be calculate, because there is no basis
for making a reliable estimate of the price at which an orderly transaction to sell the asset woul take place between market participants
at the measurement date under current market conditions, therefore the value in use was used to determine the recoverable amount.
The value in use of £nil is lower than the canying value £69.3m hence an impairment is required. The key assumptions used in the
value n use calculaton were 3 year medium term plan cashflows with a 0% terminal growth rate beyond the 3 yearperiod and a pre-
tax discount rate of 11.94% appliedto these assets.

As the canying value of Cofunds has been fullyimpaired sensitivity testing has not beenperformed.
No indicators of impairment were noted in the cument year in relation to the camying value of Scottish Equitable Holdings L td (SEHL).

6. Tax credit

(a) Current yeartax credit

2020 2019
Current Tax £m £m
Cument year 1.5 0.1)
Adjustments to prioryear 0.1 -
Total current tax (charge)/ credit 1.6 (0.1)
Defemred Tax
Origination of temporary differences - 234
Totaldeferred tax credit - 23.4
income tax credit for the year 1.6 23.3

The current tax rate of 19%, which has been effective since 1 April2017, was enacted by Finance (No 2) Act on the 26 October
2015. The Finance Act 2016, enacted on 6 September 2016, included a future reductionin the corporationtax rate from 18% to
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17% with effect from 1 April 2020, however in the Spring Budget 2020, the Government announced the corporation tax rate would

remain at 19% from 1 April 2020 and this was substantively enacted on 17 March 2020.

In the Spring Budget 2021, the Government announced their intention to increase the corporation tax from 19% to 25% from 1 April

2023. This increase was substantively enacted on 24 May 2021 as part of the Finance Ad 2021 but has no impact on the amounts

stated above as at 31 December 2020.

(b) Reconciliation oftax credit

(Loss) / profit before tax

Income tax calculated using weighted average applicable statutory rates

Non-taxable income

Non-tax deductible expenses

Changes in deferred tax rate

Adjustments to prioryear

Use of previously unrecognised losses
Unwind of tax on the Defined Benefit Scheme
Other

Income tax credit for the year

2020 2019
£m £m
(29.8) 139.6
5.7 (26.5)
9.0 37.6
(13.2) (11.6)
0.1 -

- 0.3

- 23.4

- 0.1

1.6 23.3

The Non taxable income relates to the effedt of the Defined Benefit scheme contributions to the income statement now that we're

in a surplus position.

The Non-tax deductible expenses relate to the tax value of the impairment in the carrying value of investments.

The weighted average applicable tax rate for2020is 19.00% (2019: 19.00%).

7. Investments in subsidiaries

At 1 January
Additionalinvestment
Impairment charge
At 31 December

2020 2019
£m £m
2,512.4 2,553.2
11.0 200
(69.3) (60.8)
2,454.1 2,512.4

In 2020, the Company invested an additional £10.0m share capital in Cofunds limited (2019: £20.0m) and an additional £1.0m in

Aegon Investments Limited (2019: £nil).

All subsidiaries are camied at cost kess impairment. During 2020, following impairment reviews, it was decided to impair the camying

value of Cofunds Limited by a totalimpairment of £69.3m (2019: £60.8m) as described in note 5.

At 31 December 2020 the Company had the following direct and indirect subsidiary undertakings operating in the UK. The tablke below

and Note 8 represent a complete list of the Conmpany’s subsidiaries and associates. Each undertaking has only one class of Ordinary

share. An asterisk (*) indicates holdings not held directly by the Company.
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Name Principal Activity Holding Registered Address
%
Scottish Equitable Holdings Limited Holding Company 100
Life Assurance, pension and otherLong-
Scottish Equitable plc* o etrance 9 100
Aegon Investment Solutions Limited Sale of investment products 100
Aegon Investment Solutions Limited — Nominee . Aegon Lochside
1 (Gross) Ltd Nominee (dormant) 100 Crgscent,
Aegon Investment Solutions Limited — Nominee - Edinburgh
Nominee (dormant) 100 Scotland
2 (Net) Ltd
Aegon SIPP Nominee Limited Nominee (dormant) 100 EH12 9SE
Aegon SIPP Nominee 2 Limited Nominee (dormant) 100
Aegon UK Corporate Services Limited Management Services 100
Aegon Investment Solutions Limited ~ Nominee .
3(ISA) Ltd Nominee (domant) 100
. . . Reassurance of life assurance business

Scottish Equitable (Managed Funds) Ltd (until 31 December 2009) (domant) 100
Aegon Pension Trustee Limited Trustee (dommant) 100
Aegon UK Property Fund Limited Property holding company (domant) 100
Aegon SIPP Guarantee Nominee Ltd Nominee (dormant) 100
Newcast Propeity Developments (ONE) Limited™ | Property holding company (domant) 100
Newcast Property Develo
LimV;Iteds' perty Developments (TWO) Property holding company (domant) 100
Cofunds Limited Sale ofinvestment products 100 Level 26,
Cofunds Nominees Limited* Nominee ({dormant} 100 The Leadenhal
Dorsef Nominees Limited™ Nominee (dormant) 100 Building,
Minster Nominees Timited™ Nominee {domant) 700 122 Leadenhall Street,
Cofunds Leasing Limited™ Dormant 100 London,
Lochside Nominees Ltd" Nominee (dommant) 100 EC3V4AB
Victoria Nominees Limited* Nominee (domant) 100
Andrews Nominees Limited* Nominee (dormant) 100
Aegon Investments Limited Fund Management Activities 100
Aegon UK Investment Holdings Limited Holding Company 100
Momentum Group Limited Holding Company 100 Ascent 4,

- — 2 Gladiator Way
Origen Limited* Management Services 100 Famborough

X . X R e N r . Hampshire
Origen Financial Services Limited Independent Financial Advisers 100 GU14 BXN

Aegon UK IT Services Limited and Witham Institutional Nominee Limited were struck off on 22 September 2020. Origen Trustee
Services Limited was struck off on 6 October2020.

Investmentin associate

2020 2019
£m £m
At 1 January 6.2 6.2
At 31 December 6.2 6.2

Name Principal Activity Holding % Registered Address
5 Lister Hill, Horsforth,

Tenet Group Limited Independent Financial Advisers 22.04% Leeds, West

Yorkshire, LS18 5AZ

The investmentin Tenet Group Limited is not considered to be a material associate.

Summarised financial information of associate forthe yearended 30 September:

Post-tax (loss) / profit
Total comprehensive income
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9. Financial assets

2020 2019
£m £m
Non-current financial assets
Loans to subsidiary undertakings 0.9 0.9
Bonds - Fair value through profit and loss 6.8 -
7.7 0.9
Current financial assets
Unconsolidated investment funds — Fair value through profit or loss 411 64.5
Bonds — Fair value through profit and loss 31 -
44.2 64.5
51.9 65.4

Loans to subsidiary undertakings primarily relates to unsecured subordinated loans where repayment is conditional on certan
subordination conditions. interest is charged on the loans at 6 Month LIBOR plus 0.75% and 6 Month LIBOR plus 1.5% as per
contractual obligations throughout the loanperiod.

Credit risk

The Company invests in short-dated investment grade bonds as an alternative to holding cash. Credit risk is the risk that the
counterparty to a financial instrument will fail to discharge an obligation and cause the Company to incur a financial loss. An indication
of the Company's exposure to credit risk is the quality of the nvestments and counterparties with which it transacts. The Co mpany
manages credit risk exposure by individual counterparty, sector and asset class, including cash positions. The Company is most
exposed to credit risk on debt securities and cash and cash equivalents. Debt securities comprise of corporate bonds. The
Company's general policy is to hold an appropriate spread of assets between counterparties in order to reduce risk. Additionally, the
Company would normally expect its fixed interest securities to have credit ratings of BBB or higher.

Aegon N.V. operates a Credit Name Limit Policy (CNLP) under which limits are placed on the aggregate exposure that it has to any
one counterparty. Limits are placed on the exposure at both group kvel and individual country units. The limits placed on the UK
relate primarily to the Company with the limits being agreed by management as suitable for the size and nature of the Company’s
business. The limits also vary by a rating system, which is a composite of the main rating agencies (S&P, Moody’s and Fitch) and
Aegon N.V.s intemal rating of the counterparty. If an exposure exceeds the stated limit, then the exposure must be reduced to the
limit forthe Company and rating category as soon as possible.

The Company follows a CNLP in line with Aegon N.V.. Under the CNLP a composite rating is used, which is based on a combination
of the ratings of the constituents mentioned. The rating used is the lower of the external rating and the internal rating.

The following table gives an indication of the level of creditworthiness of those categories of assets that are most exposed to credit
risk, using principally ratings prescribed by major rating agencies.

2020 2019

£m £m

AA 2.5 -
A 2.9 -
BBB 4.5 -
Assets not rated 42.0 65.4
Total Assets by CreditRisk 51.9 65.4
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Credit risk concentrations by sector for debt securities are as follows: .
2020 2019

£m £m
Financial 4.8 -
Industrial 4.5 -
Utility 0.6 -
Total CreditRisk Concentrations 9.9 -

Deferred tax assets

Deferred ncome tax assets and liabilities are offset when there is legally enforceable right to offset current tax assets against current
tax liabilities and when income taxes relate to the same fiscal authority. The amounts are as follows:

2020 2019
£m £m

Deferred tax assets
At 1 January - 7.8
Credit to income statement - 234
Charged to equity - (31.2)

At 31 December - -

No deferred tax asset is recognised on the statement of fnancial position in resped of trade losses carried forward of £22. 1m with a
potential tax value of £4 6m (2019: Loss £22.1m; Tax £3.8m) as there is insufficient certainty as to the availability of future trade profits

and gains.
Otherassets
2020 2019
Note £m £m
Non-current
Account held in Escrow 11.1 25.0 25.0
25.0 25.0
Current
Right-of use assets 11.2 8.0 9.4
8.0 9.4
33.0 34.4

11.1 Account held in Escrow

Account held in Escrow refers to the establishment of a austody account available to cover a deficit in the Defined Benefit pension
scheme under a range of specific scenarios. This account is not available for use of the Company other than for the Defined Benefit
pension scheme and only with agreement from the Trustees of the scheme. Aegon WK plc can at any time instruct the transfer of any
interest or retums on investment to be retumed to a corporate account provided the remahning balance does not fallbelow £25m. The

assetis considered non-current
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11.2 Right-of-use assets

Real Estate for Motor
own use Vehicles Total
£m £m £m

Cost
At1 January 2020 9.3 2.0 11.3
Additions 0.0 0.5 0.5
At 31 December 2020 9.3 2.5 11.8
Accumulated depreciationand impairmentlosses
At1 January 2020 (1.2) 0.7) (1.9)
Depreciation through income statement (1.3) (0.6) (1.9)
At 31 December 2020 (2.5) (1.3) (3.8)
Net book value at31 December 2020 6.8 1.2 8.0
Cost
At1 January 2019 8.7 1.4 10.1
Additions 0.6 0.6 1.2
At31 December2019 9.3 2.0 1.3
Accumulated depreciationand impairment losses
At1 January 2019 - - -
Depreciation through income statement (1.2) (0.7) (1.9)
At31 December2019 (1.2) 0.7) (1.9)
Net book value at 31 December2019 8.1 1.3 9.4

For information on the Lease liabilities and maturity analysis, please refer to note 14 Trade and other payables and note 16 Lease

obligations, respectively.

12. Cashand cashequivalents

2020 2019

£m £m

Short term deposits - 8.6
- 8.6

The weighted effedtive interest rate on short term deposits was 0.2% (2019: 0.3%) and the average maturity date was 2 days (2019:
2 days). Cash and cash equivalents are not subject to any restrictions. The Company only deposits cash surpluses with major b anks
of high quality credit standing. Short term deposits were placed with banks with a credit rating of A (2019: A).

The fair value of cash and short term depositsis £nil (2019: £8.6m).

13. Defined Pension Benefits

Aegon UK plc Group operated a defined benefit pension scheme providing benefits for staff based on fnal pensionablke salary and
years of service. The scheme closed to new entrants a number of years ago and closed to future accrual on March 31, 2013. Aegon

UK plc Group now offers a defined contribution pension scheme to allemployees.
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The scheme provided benefits to members who provide services to and were enployed by a number of Aegon UK plc Group
companies. IAS19 requires that where there is no contractual agreement or stated policy for charging the net defned benefit cost for
the plan as a whole measured in accordance with IAS 19 to individual group entities, the net defined benefit cost should be recognised
in the separate financial statements of the group entity that is legally the sponsoring employer for the plan. The Company is considered
the sponsoring employer for the Aegon UK Group scheme. Accordingly the Company recognises the liability and cost of the defined
benefit scheme. Contributions paid to the scheme by other Aegon UK Group companies are recognised as management fee inoome

from subsidiary underntakings within Other Income.

The pension scheme is administered separately from Aegon UK plc and is governed by Trustees, who are required to actin the b est

interests of the pension scheme members.

The pension scheme Trustees are required to camy out triennial valuations on the scheme’s funding position, with the latest valuaton
being as at March 2019. As part of this triennial valuaton process, a schedule of contributions is agreed between the Trustees and
Aegon UK plc in accordance with UK pension’s legislation and guidance issued by the Pensions Regulator in the UK. The schedule
of contributions includes deficit reduction contributions to clear any scheme deficit.

The nvestment strategy for the scheme is determined by the Trustees in consultation with Aegon UK. Currently 30% of assets are
invested in growth assets (i.e. primarily equities) and 70% are Income and Liability Driven Investments where the nvestments are a
portfolio of fixed interest and inflation linked bonds and related derivatives, selected to broadly match the interest rate and inflaton

profile of liabilities.

During 2019, the scheme purchased a buy-in policy in the name of the Trustee to cover full scheme benefits for a group of pensioners.
The liability (and matching asset) calculated on the year end assurmptions has been included in the funded position as at both period

ends.

Under the scheme rules pensions in payment increase in line with the UK Retail Price Index, and deferred benefits increase in line
with the UK Consumer Price Index. The pension scheme is therefore exposed to UK inflaton changes as well as interest rate nisks,

investment retums and changes in the life expectancy of pensioners.

Movements during the year in defined benefit plans (surplus) / deficit 2020 2019

£m £m
At 1 January (0.9) 46.0
Defined benefit expenses 0.7 1.5
Remeasurements of defined benefit plans (11.2) 23.8
Contributions paid (47.8) (72.6)
Effect of restriction on plan sumplus 204 0.4
At December 31 _ {38.8) (0.9)

The amounts recognised in the statement of financial position at the statement of financial positiondate are as follows:

2020 2019

£m £m

Defined benefit obligation 1,545.1 1,388.4
Fair value of plan assets (1,604.7) (1,389.7)
Defined benefit pensionplan sumplus (59.6) (1.3)
Effect of restriction on plan surplus 20.8 0.4
Defined benefit pensionplan sumplus netof restriction _(38.8) (0.9)
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The surplus on the defined benefit scheme is restricted by 35% withholding tax thatwould be deducted before any surplus was
returned to the Company.

The amounts recognised in the income statement are as follows:

2020 2019
£m £m
Net interest on the net defined benefit liability {0.5) 0.3
Past service cost 0.2 -
Administration expenses 1.0 1.2
Total defined benefit pension plan expenses 0.7 1.5
The movement in the defined benefit obligation is as follows:
2020 2019
£m £m
At 1 January 1,388.4 1,181.5
Past service cost 0.2 -
Interest cost 284 342
Remeasurements of the defined benefit obligations:
- Actuanal gains arising from changes in demographic assumptions (14.3) (3.2)
- Actuarial losses arising from changes in financial assumptions 205.5 206.2
- Actuarial gains arising from changes in experience adjustments (15.3) (3.8)
Benefits paid (47.8) (37.6)
Increase due to plan combinations - 111
At 31 December 1,545.1 1,388.4
The movement in plan assetsis as follows:
2020 2019
£m £m
At 1 January 1,389.7 1,135.5
Interestincome 28.9 33.9
Contributions from employer 47.8 726
Benefits paid (47.8) (37.6)
Administrative expenses paid fromplan assets (1.0) (1.2)
Increase due to plan combinations - 111
Retum on plan assets (excluding interest income) 187.1 175.4
At 31 December 1,604.7 1,389.7

The group expects to contribute £32.3mto the definedbenefit scheme in 2021.

The weighted average duration of the defined benefit obligation is 22 years (2019: 22 years).
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The principal actuarial assumptions that apply for the yearended December 31 are as follows:

Actuarial assumptions used to determine defined benefit obligations at
year-end 2020 2019

Demographic actuarial assumptions
Mortality UK mortality table’ UK mortality table®

Financial actuarial assumptions

2020 2019
Discount rate 1.45% 2.08%
Price Inflation 2.95% 3.08%

The principal actuarial assumptions have an effect on the amounts reported for the defined benefit obligation. A change as indicated
in the table below in the principal aduarial assumptions would hawe the following effeds on the defined benefit obligation per year-

end:

Estimated approximate effects on the
defined benefit obligation

2020 2019
£m £m

Demographic actuarial assumptions
10% increase in mortality rates (49.5) 40.4)
10% decrease in mortality rates 56.3 45.8

Financial actuarial assumptions

100 basis points increase in discount rate (295.4) (258.8)
100 basis points decrease in discount rate 401.3 350.5
100 basis points increase in price inflation 154.1 110.4
-100 basis points decrease in price inflation (283.1) (238.1)

The above sensitivity analysis is based on a change in an assumption while holding all other assunptions constant. In practice, this

is unlikely to ocaur, and changes in some of the assumptions may be corelated. When calculating the sensitivity of the defned benefit

obligation to significant actuarial assumptions the same method (present value of the defined benefit obligation calculated with the

projected unit credit method at the end of the reporting year) has been applied as when calculating the pension liability recognised
within the statement of financial position.

Targetallocation of plan assets

for retirement benefitplans for

the nextyearis:

Equity instruments 29.5%

Debtinstruments 70.5%

1 Ciub vita tables based on analysisof scheme membershipCM12019 1.5%/1.25% p.a. (males/females).
2 Club vita tables based onanalysisof scheme membership CM12017 1.5%/1.25% p.a. (males/females).
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The distribution of the plan assets at the statement of financial position dateis as follows:

2020 2019
£m £m

Quoted Unquoted Quoted Unquoted

Debt instrument ‘ 304.3 641.7 2815 257.6
Derivatives - 13.8 - 48.4
Investment funds - 503.4 - 461.7
Other - 141.5 - 340.5
304.3 1,300.4 281.5 1,108.2

Trade and other payables

2020 2019

£m £m

Payables to subsidiary undertakings 0.7 3.2
Lease liability 1.8 1.4
2.5 4.6

* The 2019 lease liabilities have been restated to split between liabilities current and non current liabilities (the latter are presented on the statement of financial position).
For terms and conditions relating to related parties, referto note 18.

Capital and reserves

2020 2019
£m £m
Allotted, called up and fully paid capital
1,695,000,100 Ordinary shares of £0.1 each (2019: 1,695,000,100 Ordinary shares of £0.1
each) 169.5 169.5

Information on capital management and risk managementis included in the Directors’ report under ‘corporate governance’, ‘risk and

capital management and financialinstruments’.
Nature and purposes of other reserves

Capital Contribution Reserve

The capital contribution reserve is used to record capital contributions received from the immediate parent undertaking. £45.7m of
the reserve is considered distributable as it is deemed realised as a result of the Company receiving cash as qualifying consideration

and the remaining reserve is considered non-distributable (2019: £45.7m).
Retained Eamings

There were no dividends paid out of retained earnings during the year (2019: £127.0m). In Febuary 2021 a final dividend payment
of £42.0mfor the yearended 31 December2020was paid (2019: £nil).

Capital commitments, contingent liabilities and commitments
(@) The Company has given letters of support which confirs that the Company will continue to provide financial support to Origen

Limited, Origen Financial Services Limited, Aegon Investments Limited and Cofunds Limited for a period of at least 12 months

from the date of approval of the statement of financial position of those subsidiary companies.
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(b) Obligations underleases:

The remaining contractual maturity of the lease liability, presentedin note 14, is set outin the table below.

<1w 1<2yrs 2<3yrs - 3<4wyrs 4<5yrss >5 yrs Total

Amount Amount Amount Amount Amount Amount Amount

2020 2020 2020 2020 2020 2020 2020

£m £m £m £m £m £m £m

Lease liabilities 2.0 1.7 1.4 1.2 1.1 1.4 8.8
2019 2019 2019 2019 2019 2019 2019

£m £m £m £m £m £m £m

Lease liabilities 21 2.0 1.7 1.3 1.2 2.6 10.9

Certain sections of one of the properties is subject to a sublease, which is with an unrelated third party. The expected future
rentalincome underthe sublease to the above leases are:

<1y 1<2yrs 2<3ys 3<4yrs 4<5yrs >5yrs Total

Amount Amount Amount Amount Amount Amount Amount

2020 2020 2020 2020 2020 2020 2020

£m £m £m £m £m £m £m

Operating lease rights 0.4 0.4 0.4 0.4 0.4 0.5 2.5
2019 2019 2019 2019 2019 2019 2019

£m £m £m £m £m £m £m

Operating lease rights 0.4 0.4 0.4 0.4 0.5 0.9 3.0

Fair value

The estimated fair value of the Company’s assets and liabilities correspond with the amounts that would be received to sell an asset
or paid to transfer a liability in an ordedy transaction between market participants at the measurement date. When availabk, the
Company uses quoted market prices in adive markets to determine the fair value of investments and derivatives. In the absence of
an active market, the fair value of investments in financial assets is estimated by using other market observable data, such as
corroborated extemal quotes and present value or other valuation technigues. An active market is one in which transactions are taking
place regularly on an amn’s length basis. A fair value measurement assumes that an asset or liability is exchanged in an ordery
transacton between market participants, and accordingly, fair value is not determined based upon a forced liquidation or distressed

sale.

Valuation techniques are used when the Company determines the market is inactive or quoted market prices are not available for the
asset or liability at the measurement date. However, the fair value measurement objedive remains the same, that is, to estimate the
price at which an ordery transaction to sell the asset or to transfer the liability would take place between market pa rticipants at the
measurement date under cumrent market conditions (i.e. an exit price at the measurement date from the perspective of a market
paiticipant that holds the asset or owes the liability). Therefore, unobservable inputs refled Company’s own assurrptions about the
assumptions that market participants would use n pricing the asset or liability (including assumptions about risk). These in puts are

developed based on the bestinformation available.

The Company employs an oversight structure over valuation of financial instruments that includes appropriate segregation of duties.
Senior management, independent of the investing fundtions, is responsible for the oversight of control and valuation policies and for
reporting the results of these policies. For fair values determined by reference to external quotation orevidenced pricing parameters,
independent price determination or validation is utilised to corroborate those inputs. Further details of the validation processes are set

out below.
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Valuation of assets and liabilities is based on a pricing hierarchy, in order to maintan a controlled process that will systematically
promote the use of prices from sources in which the Company has the most confidence, wher the least amountof manual intervention
exists and to embed consistency in the selection of price sources. Depending on asset type the pricing hierarchy consists of a waterfall

that starts with making use of market prices from indices and follows with making use of third-party pricing services or brokers.

Debt securities
When available, the Company uses quoted market prices in active markets to determine the fair value of its debt securities. These

market quotes are obtained throughindex prices or pricing services.

The fair values of debt seaurities are detérmined by management after taking into considemtion sewveral sources of data. The
Company’s valuation policy dictates that publicly availablke prices are initially sought from seweral third -party pricing services. In the
event that pricing is not available from these services, those securities are submitted to brokers to obtain quotes. The majo rity of
brokers' quotes are non-binding. As part of the pricing process the Company assesses the appropriateness of each quote (i.e., asto
whether the quote is based on observable market transactions or not) to determine the most appropriate estimate of fair value. Lastly,
securities are priced using intemal cash flow modelling techniques. These valuaton methodologies commonly use the following inputs:
reported trades, bids, offers, issuer spreads, benchmark yields, estimated prepayment speeds, and/or estimated cash flows. Only

pricing services and brokers with a substantial presence in the market and with appropriate experience and expertise are used.

Third party pricing services will often determine prices using recently reported trades for identical or similar securities. The pricing
service makes adjustments for the elapsed time from the trade date to the statement of financial position date to take into account
available market information. Lacking recently reported trades, third party pricing services and brokers will use modelling techniques
to determine a secaurity price where expected future cash flows are developed based on the performance of the underlying collateral
and discounted using anestimated market rate.

Shares

Fair values for unquoted shares are estimated using observations of the price/earnings or price/cash flow ratios of quoted companies
considered comparable to the companies being valued. Valuations are adjusted to account for company -specific issues and the lack
of liquidity nheent in an unquoted investment Illiquidity adjustments are generally based on available market evid ence. In addition,
a variety of other factors are reviewed by management, including, but not limited to, currentoperating performance, changes in market

outlook and the third-party financing environment.

Debt secunties
When available, the Company uses quoted market prices in active markets to detemmine the fair value of its debt securities. These

market quotes are obtained throughindex prices or pricing services.

The fair values of debt securities are determined by management after taking into consideration several sources of data. The
Company’s valuation policy dictates that publicly available prices are initially sought from several third -paity pricing services. In the
event that pricing is not availabk from these services, those securities are submitted to brokers to obtain quotes. The majority of
brokers’ quotes are non-binding. As part of the pricing process the Company assesses the appropriateness of each quote (i.e., asto
whether the quote is based on observable market transadions or not) to determine the most appropriate estimate of fair value. Lastly,
securities are priced using internal cash flow modelling techniques. These valuation methodologies commonly use the following inputs:
reported trades, bids, offers, issuer spreads, benchmark yiels, estimated prepayment speeds, and/or estimated cash flows. Only
pricing services and brokers with a substantial presence in the marketand with appropriate experience and expertise are used.

Third party pricing services will often determine prices using recently reported trades for identical or similar securities. The pricing
service makes adjustments for the elapsed time from the trade date to the statement of financial position date to take into account
available market information. Lacking recently reported trades, third party pricing services and brokers will use modelling techniques
to determine a security price where expeded future cash flows are developed based on the performance of the underlying collateral
and discounted using anestimated marketrate.
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Other short-term inve stments
The fair value of assets maturing within a yearis assumed to be approximated by their carrying amount adjusted for credit ri sk, where

appropriate, based on market observable credit spreads.

2020 2020
Levell Levelll Levelllt Total

Note £m £m £m £m
Financial assets '
Fair Value through profit or loss .
Debt securities 9 - 9.9 - 9.9

Unconsolidated investment funds 9 - 41.1 - 41.1
2019 2019
Levell Levelll Level lll otal

Note £m £m £m £m

Financial assets

Fair Value through profit orloss
Unconsolidated investment funds 9 - 64.5 - 64.5

There were no transfers between levels in the year (2019: nil).

Fair value information about assets and liabilities not measured at fair value
The following table presents the carmying values and estimated fair values of assets andliabilities, excluding assets and liabilities

which are camied at fair value on a recurring basis.

Carrying amount Levell Levelll Levellll Total estimated fair
December 31, value December 31,
2020 2020
£m £m £m £m £m
Assets
Loans to subsidiary undertakings — hel at
. 0.9 - 0.9 - 0.9
amortised cost
Carrying amount Levell Levelll  Levellll Total estimated far
December 31, value December 31,
2019 2019
£m £m £m £m £m
Assets
Loans to subsidiary undertakings — held at
0.9 - 0.9 - 0.9

amortised cost

Management do not consider that there are any significant unobservable inputs in the fair value measurements and as such have

categorised as levelll.
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Related party transactions

(a) Immediate parent undertaking
The entire issued share capital of the Conpany at the year-end is hek by Aegon Holdings (UK) Limited, registered in England and
Wales.

(b) Ultimate parent undertaking

The results of the Company are consolidated in the fnancial statements of Aegon N.V,, the ultimate parent company inco rporated in
the Netherlands. The group fnancil statements of Aegon N.V. are available from the Company Secretary, Aegon UK plc, Edinburgh
Park, Edinburgh, EH12 9SE.

(c) Yearend balances and transaction with related parties

Administrative expenses are recharged to the company at cost by Aegon UK Corporate Services Limited, a subsidiary; and on an
arms-length basis by Aegon N.V., the ultimate parent undertaking. See note 4 for total amount of such. The terms of loans to related
parties are described in note 9.

Investment income and otherincome fromsubsidiary undertakings are described in note 2 and 3.

Outstanding payables are unsecured, interest free and cash settement is generally expected within 30 to 90 days of inwice.
Outstanding receivables relate to unsecured, interest free intercompany accounts with no specified credit period. The company has
not provided or benefited from any guarantees for any related party re ceivables or payables, other than as described in this note.
During the year ended 31 December 2020, the Conpany has made no provision for doubtful debts relating to amounts owed by
related parties (2019: £nil).

Yearend balances related to related party transactions are detailed in notes 9 and 15.

(d) Compensation of key managementpersonnel (including Directors) )
No key management personnel (including Directors) received any compensation in respect of services provided to the Company
(2019: £nil).

Events after the reporting period

On the 1 January 2021, Cofunds Limited, Aegon Investment Solutions Limited, Aegon Investments Limited, Momentum Group Limited,
Origen Limited and Origen Financial Services Limited were transfemed to Aegon UK Investment Holdings Limited a subsidiary of
Aegon UK plc at their canrying values. This follows increased regulatory expectation to consider the prudential position of our
Investment-type businesses (regulated by the FCA) as a singke group and report its financial strength in line with that expectation. By
creating a sngle holding company nto which the investment-type companies become legal subsidiaries, we can satisfy this overall

objective.
On 23 Aprit 2021, the Company purchased the entire share capital of Pensions Geeks limited an award-winning engagement business

that specialises in connecting people with their finances through nnovative techniques, communication and events. The Company

was purchased for£1.1mwith £0.7mdue upon acquisition and £0.1mpayable in each of the next 4 years.

Page 39



