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Members' Report
For the year ended 31 December 2019

On behalf of the members of HBOS Covered Bonds LLP (the "LLP"), the management board presents the members report and audrted financial
statements of the LLP for the year ended 31 December 2019.

Principal activities

The LLP is a special purpose vehicle established to purchase and manage mortgage loans and their related security, and to provide a guarantee in
respect of interest and principal payable under the terms of covered bonds (the "Covered Bonds") issued by Bank of Scotland plc ("BOS") under the
Covered- Bond Programme. The mortgage loans and the funding to aoquwe these loans originate from BOS (the "Originator"), a subsidiary of Lloyds
Banklng Group pic ("LBG"). B
Under International Accounting Standards ("IFRS") 9, if a transferor retains substantially all the risks and rewards associated with the transferred assets,
the transaction is accounted for as a financing transaction,notwithstanding that it is a sale transaction from a legal perspective. The members of the LLP
have concluded that BOS has retained substantially all the risks and rewards of the poo! of mortgage loans and as a consequence, the LLP does not
recognise the mortgage loans on its balance sheet but rather a deemed loan to Ongmator The .initial amount of the deemed loan to Ongmator
corresponds to the consideration paid by the LLP for the mortgage loans.

The activities of the LLP are conducted primarily by reference to a series of transaction documents (the "Programme Documentation”). The structure
has been established as a means of raising finance for BOS and no business activities will be undertaken by the LLP beyond those set out in the
Programme Documentation.

On 25 July 2003, the LLP initially acquired a £7bn beneficial interest in a mortgage loan portfolio originating from BOS and has. acquired further
beneficial interests in mortgage loan portfolios in subsequent years In consideration for the beneficial interest in the mortgage loan portfolio, the LLP is
requrred to give a combination of:

i. a cash payment to BOS from the prooeods of a term loan;
ii: a record of a capital contribution in kind being made by BOS; and
iii. deferred consideration which will be paid by the LLP on each LLP payment date in accordance with the relevant priority of payments.

The programme allows a maximum Covered Bond issuance, providing that the mortgage loan portfolios acquired .and other assets available meet the
Asset Coverage Test (the "ACT"), which states that the adjusted aggrégate amounts of mortgage loans and other assets must be of an amount equal to
or greater than the total amount of Covered Bonds in issue after taking into account other deductions. . .

Business review and future developments
" The results for the year are disclosed on page 5. The LLP made a profit of £36,000 during the year (2018: £36,000).
No change to the current business activity is expected.

The Covered Bonds are issued in various currencies by BOS, with the Sterling equivalents being paid across to the LLP on issuance by way of a term
loan. The Sterling equivalent amount of the Covered Bonds in issue at 31 December 2019 was £2.93bn (2018: £3.76bn). During the year £0.83bn of
notes were repaid on their expected maturity dates (2018: £0.46bn) and there were no note cancellations (2018: £nil). No further notes were issued
during the year (2018: £nil). At 31 December 2019, the total value of the mortgage loan portfolio legally acquired by the LLP was £5.21bn (2018:
£6.30bn). .

Following the UK's exit from the EU, significant negotiation is now required on the terms of the future trade agreement. As a result, the possibility ofa
limited or no deal at the end of the transition period remains_and could manifest in prolonged business uncertainty across the UK, including in the
financial services sector. This continued lack of clarity over the UK's relationship with the EU and other foreign countries, and on-going challenges in the
Eurozone, including weak growth, raise additional uncertainty for the UK's economic outlook. There also remains the possibility of a further referendum
on Scottish independence. The Company is part of the wider Lloyds Banking Group, and, it is at that level that consideration of the many potential
implications this may have has been undertaken. Work continues to assess the impact of EU exit at the level of the Lioyds Banking Group, as weil as
for the Company, upon customers, colleagues and products. This assessment includes all legal, regulatory, tax, finance and capital mplrcabons No
impact is expected for the Company. .

There has been a global pandemic from the outbreak of Coronavirus which is causing widespread disruption to financial markets and normal patterns of
business activity across the world, including the UK. In view of its currently evolving nature, the directors are unable to estimate its financial and other
effects.The directors have assessed this to be a non-adjustnng post balance sheet event. It is also deemed to have no impact on our going concem
assessment.

LBG is managing the process to transition to alternative benchmark rates under its Group-wnde IBOR Transmon Programme This programme is
working towards ensunng that LBG has the market capability and infrastructure to deal with the reform.

From 25 March 2020 ,mortgage borrowers impacted financially by Covid-19 can request a payment holiday for up to three months. Where borrowers
have made a successful application, they are not considered to be in a payment shortfall and as such will not be reported as delinquent. Payment
holidays will reduce the revenue and principal received, however, liquidity remalns available through existing structura| mechanisms. and note pnncnpal
payments are modest in the next 12 months. .

Key Performance Indicators (KPls)

A defined set of KPIs for the securitisation transaction are set out in the Programme Documentation and published as a monthly investor report on the'
LBG investor retums website (www. Iloydsbanklnggroup com) .

The management board is responsible for assessing the risk of irregularities, where caused by fraud or error in the financial reporting and ensuring that
the processes are in place for the timely-identification of internal and external matters with a potential effect on financial reporting.

In order to assist the members to mitigate key risks, there is management board representation at a monthly meeting with programme managers. This
meeting analyses and discusses the trends for the month and identifies any issues or required changes. Any such issues are then reported, further
discussed and collectively agreed in accordance with the programme documentation that governs the transaction.
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Members’ Report (continued)
. For the year ended 31 December 2019

Key Performance Indicators (KPis) (continued)
The programme allows a maximt.rm covered bond issuance, providing that the mortgage loan portfolios acquired and other- assets available meet the

ACT which states that the adjusted aggregate amounts of mortgage loans and other assets must be of an amount equal to or greater than the total
amount of covered bonds in issue after taking into account other deductions.

~

Designated members
The designated members, and members, during the year and up to the date of signing the financial statements were as follows:

Bank of Scotland plc
Connery Limited

Members' Interests

The policy regarding the allocation of profits to members and the treatment of Eapital contributions is set out in note 1 (significant accounting polices).

Management board

The members on the LLP management board dunng the year and subsequently were:

. Gavin Parker

Peter Green
- Tracey Hill

Statement of members' responsibilities in respect of the financlal statements

The members are responsible for preparing the Annual report and the financial statements in accordance with applica ble law and regulations.

Company law, as applied to limited Iiabiiity partnerships by the Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act 2006)
Regulations 2008 (the ‘Regulations’) requires the members to prepare financial statements for each financial year. Under that law the members have
prepared the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union. Under
company law as applied to limited lability partnerships, the members must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state-of affairs of the limited liability partnership and of the profit or loss of the limited liability partnership for that period. In
preparing these financial statements, the members are required to:

+ select suitable accounting policies and then apply them consistently;- '

+ state whether applicable IFRSs as adopted by the European Union have been followed subject to any matenal departures disclosed and explamed in
the financial statements; '

‘. make judgements and accounting estimates that are reasonable and prudent; and :

.+ prepare the financial statements on the going concern basis unless it is mappropnate to presume that the limited liability partnershlp will contlnue in
busmess

The members are also responsible for safeguarding the assets of the limited liability partnership and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The members are responsibie for keeping adequate accounting fecords that are sufficient to show and explain the limited liability partnershipe
transactions and disclose with reasonable accuracy at any time the financial position of the limited liability partnership and enable them to ensure that
the financial statements comply with the Companies Act 2006 as apphed to limited habllrty partnerships by the Regulations.

Disclosure of Information to auditors
In accordance with Section 418 of the Companies Act 2006, in the case of each member in office at the date the report is approved:
« So far as the members are aware, there is no relevant-audit information of which the LLP's auditors are unaware; and

+ The members has taken all the steps that he or.she ought to have taken'as a member in order to make him or herself aware of any relevant audit
information and to establish that the LLP’s auditors are aware of that information. - .

Risk management

The LLP's assets and liabilities have been classified as financial instrumerits in accordance with IAS 32 "Financial Instruments: Presentation"”.

The LLP's financial instruments comprise a deemed loan to BOS (equivalent to the value of the LLP's investment in BOS mortgages), cash and liquid

. resources, loans and borrowings and various other receivables and payables that anse directly from its operatnons The main purpose of these financial
instruments is to raise finance for BOS. ’ .

It is, and has been throughout the year under review, the LLP's pelicy that no trading in financial instruments ie undertaken.

The principal risks arising from the LLP's financial instruments are credit risk, liquidity risk and interest rate risk. These and other risks which may affect
the LLP's performance are detailed below. Further analysis of the risks facing the LLP in relation to its financial mstruments and the LLP's financial risk
management pollcles is provnded in note 9. . -

_Credit risk

Credit risk arises on the individual loans within the mortgage loan portfollo whrch are in turn secured on the underlying UK residential propertues The
performance of these loans is therefore influenced by the ecanomic environment and the UK housing market.

Credit risk for.the LLP is mitigated by the amount of overcollateralisation of the beneficial interest in mortgages which is provided by BOS and which is
monitored using an ACT. The overcollateralisation is available in full for the benefit of the LLP.
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Members' Report
For the year ended 31 December 2019

Liquidity risk

The ability of the LLP to meet its obligations to make principal and interest cm<3o..=,m on the term loans and to meet its operating .m:n.maa_z_mpa__«m
expenses is dependent on the amount and timing of the interest m_.a principal repayments on the mortgage loans which-support the deemed loan to the
originator.

In the event that sufficient funds are not available to redeem the term loans or make the interest payments due, an amount equal to such a shortfall wi
be deferred until such funds are received. To the extent that the income on the deemed loan to Originator does not u_.o<_nm sufficient funds, the LLP has
no other claim on the assets of BOS.

" The LLP has made all necessary payments on the term loans in accordance with the scheduled repayment dates for the year ended 31 December 2019.

Interest rate Am__..

Iiterest rate risk is the possibility that changes in interest rates wi -mmc_, in higher financing ooﬂw m:n\oﬂ _.mncnma income from _:m _._._vm interest
umm::m financial assets and liabilities. -~

The Bo;nmmm loans in the cover pool comprise sterling loans which are m:c_oQ to variable rates of interest set by mOw based on mm:mE_ interest rates
and competitive considerations, loans which track the Bank of England base rate and loans which are subject to fixed rates of interest. To mitigate the
changes in interest rates that may result in the cashflows from the mortgage pools being insufficient to meet the payments under the term loans, the LLP
has m:_mﬂmn _Bo an interest rate wmm swap with BOS. BOS was rated A+ (long term) by Standard & Poor’s as at 31 December 2019 The basis swap

i the itivity to ts in_ interest rates. The swap is not separately recognised in the financial statements as it is
m:noaoqm.ma into the deemed loan. .

cvnﬂ._c:m_ risks

;m LLP is also wxuOmmq to operational risks through a number of contracts with third vm;_mm who :m<m mm_,mmn 6 provide oum_,m._o:w_ support to the Cr_u

respect to the term loans include the paying agents and the agent bank.

Business risks

The principal business risks of Em LLP are set out in a number of trigger events in the P 1. tation, including.some which relate to the
underlying performance of the mortgage pool. The occurrence of trigger events may lead to a different priority of payments o. the bonds in accordance
with established priorities. There have been no such trigger events since inception of the programme.

Employees
The LLP had no employees during the year ended 31 December 2019 (2018;none).

Independent auditors

_: moooam:S with the Companies Act 2006 : as applied to the Limited Liability vmzzma:iw (A and Audit) (. ication of C: ies Act 2006)
I 2008, a ion for the 1t of Pri iseCoopers LLP as auditors of the LLP will be proposed at the forthcoming Annual

_ members’ meeting.

. Statement of going concern

The LLP has continued to perform in line with the Programme Documentation. There are-certain rating and non-rating triggers included in the
Programme. Documentation as referred to in the annual report and accounts in Key Performance Indicators (Members' Report) and in the monthly
investor report. In the course of their regular monitoring of these Key Performance Indicators and review of risk, the members are confident that these
triggers remain un-breached and remain so for the foreseeable future, despite the current adverse environment.

For this reason, the members continue to adopt the going concem basis in preparing the

The LLP holds no feserves because all m.<m=m.u_m profits are distributed each year to the members.

Signed for and on behalf of the members. m. HBOS Covered Bonds LLP

-Gavin Parker

on behalf of Bank of mooﬂ_mzn plc
Designated z_m..:umq

" Trinity Road

Halifax .
West Yorkshire
HX12RG

28 April 2020
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Statement of comprehensnve mcome
For the year ended 31 December 2019

Note .~ 2019 2018
. £'000 £'000
Interest receivable and similar incdme . t . L ' . s 2 C 24114 22,491 )
Interest payable and similar charges o o .- : 3. (23,968) . (22,407) -
-NetInterest income  ~ . v ' , ) ) o - 146 84
Operating expenses ‘ ' ‘ o : o ' » o . 4 - (110). (4é)
Profit before tax L . T ‘ 4 . 36 36
- Taxation. | L S X . ) ' h - . . - -
Profit for the financial year and total comprehenslve Income available for division 8 3'6 ' 36

among mambers

The profit shown above is derived from contlnumg operations. The LLP |s domiciled in lhe UK and operates In a slngle busuness segment ‘Al of the

" LLP's activities arein the UK

. The accofnpanying notes on pages 9 to19 arean integral part of the financial statements.
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Balance sheet
As at 31. December 2019

Assets
Cash and cash equivalents

Deemed loan to Originator
Total assets

Mgmbérs' other Interests and liabilities
Loans and borrowings

Trade_and' other payables

Total liabilities

Rese&es

Total memb'ersl"other interests
' Total mem-bers'_ other interests and liabilities

Total members’ interests
Reserves
Deemed loan to Originator

Loans and borrowings

The ‘notes on pages 9 to 19 form an lntegral part of the fmanctal statements

Note

»

85,683

2019 2018
. £'000 £'000

" 85,719 118,551

. 2,844,983 3,644,221
2,930,702 3,762,772

. 2,930,666 3,762,754
36 18
2,930,702 3,762,772
2,930,702 3,762,772

" (2,844,983) (3.644,221)
2,930,666 3,762,754
118,533

These fmancnal statements on pages 5 to 19 were approved by the members on 28 Apnl 2020 and were sngned on their behalf by:

Gavin Parker

on behalf of Bank of Scotland plc
Designated Member.
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Statement of changes in members' other interests
For the year ended 31 December 2019 ‘ .

Balance as at 1 January -

Profit for the financial year and total ‘cbmprehensive income
- Capital distribution .

‘Balance as at 31 December

The notes on pages th 19 form an integral part of the financial statements.

7 HBOS Covered Bonds LLP
- 0C304674

2019

2018

£'000 £'000
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-Cash flow statement .
For the year ended 31 December 2019

‘Operating activities

Audit fees paid )

Administration expenses paid

Net cash flows used in operating activities.
"Investing activities

Decrease in deemed loan to Originator
.Bank interest received )

Net cash flows generated from investing activities

Financing activities
.Decrease in term loans
" Interest on term loans .
" Distribution of profits paid to members

Net cash flows used in financing activities
" Net decrease in cash and cash equivalents
Change in cash and cash equivalents

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

.. The cash flow statement is presented using the direct method of calculation.-

The accompénying notes on pages 9 to 19 are an integral part of the financial statements.” ~

8 HBOS Covered Bonds LLP . .
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2019 2018
£000 £000

- (22)

(92) (30)

(92) (52)
822,791 461,261
561 452

823,352 461,713 -
(831,875). " (453,550)
- (24.181) - (22,074)
(36) (36)
(856,092) (475,660)
. (32.832) (13,999)
(32,832) (13.999)
118,551 132,550
85,719 118,551
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Notes to the financial statements
For the year ended 31 December 2019

(o)

B Significant accounting policies
Th'e LLP was incorporated in England and Wales as a limited liability partnership.
(a) Basis of preparation
The financial statements for the year ended 31 Deoember 2019 have been prepared in accordance with International Financial Reporting
Standards (IFRSs) and mterpretatlons issued by the Intemat|ona| Financial Reporting Interpretatlons Commlttee (IFRIC) as adopted by the
European Unlon
The standards applled by the LLP are those endorsed by the European Union and effectlve at the date the fi nancaal statements are approved
by the members. All aocountmg pohcnes have been con5|stently applied in the financial statements .
There are no new or amended acoounttng standards that have required a change to aocountlng policies for the year.
The financial statements also comply w:th the relevant.provisions of Part 15 of the Compames Act 2006, as applymg to Limited Llablhty A
Partnerships.
The LLP has continued to perform in line with the Prooramme Documentation. The members are satisfied that the LLP has adequate
resources to continue to operate for the foreseeable future and is financially sound. For this reason, they continue to adopt the go:ng concern
ba5|s in preparing these financial statements
The financial statements are presented in Sterling which is the LLP's functional and presentatlon currency and have been prepared on the
historical cost basis. . -
(b) Interest Income and payable
Interest receivable and similar income and interest payable and similar charges have been calculated using the effective interest method. The
-effective interest method is a method of calculating the amortised cost of a financial asset or Ilab|I|ty and of allocating the interest income or
interest expense over the expected life of the financial mstrument :
The effective interest rate is the rate that exactly discounts the estimated future cash payments of reoelpts over the expected llfe of the
fi nancral instrument or, when appropnate a shorter period, to the net carrymg amount of the financial asset or financial liability.
Accrued Interest '
Accrued interest has been mcorporated wrthln the deemed loan to Ongmator and within the outstanding balance of term loans on the balance
sheet. An analysis of pnnmpal on the loans and accrued interest can be found in note 5.
(d) Taxation
Taxation on all partnership profits is solely the personal liability of mduwdual members. Consequently, neuther taxation nor related deferred
taxation are accounted for in these financial statements.” ’
(e) Financial instruments
The LLP’s financial instruments comprise a deemed loan to BOS (equivalent to the value of the LLP's investment in BOS mortgages), cash '
and liquid resources, loans and borrowings and various other receivables and payables that arise directly from its operations. The main
purpose of these financial instruments is to raise finance for BOS. These fi nancial instruments are classnﬁed in accordance with the pnnclples
of IFRS 9 as described below. . .
e)d)  Deemed loan to Originator .
Under IFRS 9, if a transferor retains substantially all the risks and rewards associated with the transferred assets, the transaction is accounted
for as a financing transaction, notwithstanding that it is a sale transaction from a legal perspective. The members of the-LLP have concluded
that BOS has retained substantially all the risks-and rewards of the pool of mortgage loans and as a consequence, the LLP does not recognise
the mortgage loans on its balance sheet but rather a deemed loan to Originator, where recourse to BOS is limited to the cash flows from the
mortgage loans and any addltlonal credit enhancement provided by BOS.
The initial amount of the deemed loan to BOS corresponds to the consideration paid by the LLP for the mortgage loans. The LLP recognises
principal and interest cash fiows from the underlying pool of mortgage loans only to the extent that it is entitled to retain such cash flows. Cash
flows attributable to BOS are not reoogmsed by the LLP.
The deemed loan to Originator is classified as “loans and receivables”. The initial measurement is at fair value with subsequent measurement
being at amortised cost using the effective interest method. The effective interest on the deemed loan is calculated with reference to the
interest earned-on the beneficial interest in the mortgage portfolio less the residual interest due to BOS. Under the terms of the mortgage sale -
agreement, BOS retalns the right to receive excess income arising on those loans, after certain higher pnonty payments have been met by the -
LLP. . .
Impairment of financial assets
The deemed loan to the Originator is subject to impairment reviews in accordance With IFRS 9. This could occur if the credit quality of the
_mortgage assets that are pledged as collateral for the loan significantly deteriorated. Taking into account the credit enhancement provided by,
amongst other features, the overcollaterallsatron of the LLP, the members currently consider that no impairment exists.
9 HBOS Covered Bonds LLP
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Notes to the financial statemer’tts'(continued)
For the year ended 31 December 2019

1.

(e)(il)

- (e)iii)

(e)iv)

{g)

Significant accounting poticies (contirrued)

N

Interest rate basis swap with Originator

Interest rate risk associated with the deemed loan to Originator is managed by means of an interest rate basis swap'with BOS, which requires
the LLP to pay an amount calculated with reference to the interest received on the beneficial interest in the mortgage portfolio and receive
payments based on a rate linked to one-month Sterling London Interbank Offered Rate (LIBOR). '

This swap is not recognlsed separately as a financial instrument as the amounts payable under the swap reflect interest flows from the
mortgage loans which are not recognised by the LLP for accounting purposes. Instead, the- deemed ioan to BOS is recognrsed with an effective
interest rate which reflects thé net amount received or paid under the swap

Interest receivable or payable on the interest rate basis swap is accounted for on an accruals basis wnthln interest recelvable on the deemed
loan. .

Cash and cash equivalents
‘

" The LLP holds deposits with the provider ofa guaranteed investment contract bank account ("GIC account") and a transaction bank account

with the same provider. These financial statements are held in the LLP's name and meet the definition of cash and cash equivalents. All cash
disclosed on the face of the balance sheet is restricted by a detailed priority of payments set out in the Programme Documentation. As the cash .

" can be used only to meet certain specrf ic liabilities and is not available to be used wrth discretion, it is viewed as restricted cash.

These bank accounts are classified as "loans and receivables” in accordance with IFRS 9 and income is being recorded within interest
receivable and similar i income using the effective interest method.

Flnanclal guarantees

Financial guarantees are contracts that require the LLP to make specified payments to reimburse the Noteholder for a loss itincurs because a
specified debtor fails to make payment when due in accordance with the terms of a debt mstrument No addmonal liability over and above the
interest and principal aIready detailed in the accounts would be payable.

Where the LLP enters into financial guarantee contracts to guarantee the indebtedness of BOS, the LLP treats such guarantee contracts as a

contingent liability until such time as |t becomes probable that the LLP will be required to make payment under the guarantee This is not
applicable at this time. -

Loans and borrowings

Loans and borrowings are recognised .initially at fair value less directly related incremental transaction costs. These instruments are

subsequently stated at amortised cost with any difference between cost and redemption value being recognised in the. statement of
comprehensive income over the period of the borrowings on an effective interest basis. The term loans which are equlvalent (determined at the
date of issuance) to the proceeds of the Covered Bonds are accounted for on this basis.

Caprtal contributions from members are non- mterest-beanng but a nominal profit share amount is paid out in accordance with the pnonty of
payments (see (f) below) and included as part of profit for the financial year available for division amongst members.

Contributions and drawings

Under the terms of the Programme Documentatron for the sale of the mortgage loans, BOS is treated as having made a capltal contribution to
the LLP in an amount equal to the difference between the current balance of the loans sold at each transfer date and the cash payment made
by the LLP for the loans and relevant security on that transfer date. The outstanding capital contributions are not reflected in the financial
statements of the LLP as there has been no sale of mortgages for accounting purposes.

. BOS may from time to time make cash contributions to the LLP which will constitute cash capital contributions. No interest is paid on the
~ members' capital balances. Capital distributions may only be made in accordance with the Programme Documentation where sufficient

principal receipts are available and higher priority payments have been made.

Under the prierity of payments, payment to the members of the sum of £36,000 in aggregate (or such other sum as may be agreed by
members from time to time), is allocated and paid to each member in proportron to their respective capital contribution balances as at the -
relevant monthly calculation date, subject to a minimum of £1 each, as their profit for their respective interests as members i ln the LLP.

- During the year and in the previous year, £35,988 was allocated to BOS and £12 was allocated to Connery Limited. -

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and retums' that are
different from those of other business segments. A geographical segment is engaged in providing products or services within a particular
economic environment that is subject to risks and feturns that are different from those segments operating in other economic environments.

The members of the LLP consider that the entity has only one geographrcal and one business segment and therefore is not requrred to produce
additional segmental disclosure. .

10 HBOS Covered Bonds LLP
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Notes to the financial statements (contlnued)

For the year ended 31 December 2019 -

1.

(.

o

0

(k)

Significant accounting policies (continued)
Critical accounting estlmates and ]udgements

The preparation of the f nancial statements necessarily requires the exercise of judgement both in the apphcatlon of aocountlng pollcles and in
the selection of assumptions used in the calculatlon of accounting estlmates

These judgements are reviewed on an ongoing basis and are continually evaluated based on historical expenence and other factors The most

significantly affected components of the financial statements and associated critical judgements are as follows:

Fair value calculations

Fair value is defined as the value at which assets, liabilities or positions could be“closed out or sold in a transaction with a willing and

knowledgeable counterparty. Fair value’ is based where available on quoted market prices and-upon cash flow models which use, wherever

possible, independently sourced market parameters such as interest rate yleld curves and currency rates. Other factors are also consrdered
such as counterparty credlt quality and liquidity.

Related parties

In accordance with the provisions of 1AS 24 ‘Related Party Disclosures’, the LLP has dlsclosed detalls of transactlons wnth |ts related parties,
BOS and lntertrust ) .

Other payables

- Other payables are stated at cost.

Value added tax

Value added tax is not recoverable by the LLP and is included with its related cost.

Interest receivable and similar income : :
2019 2018

£'000 . £'000

Interest receivable on deemed loan ) ' - . 23,553 . . 122,039

. . Bank interest receivable . ! . i . Cose1 - 452

’ - 24114 22491

Interest payable and similar charges .

’ 2019 2018

£'000 - £°000

" Interest payable to BOS on term loans - . ' " . 23968 T 22,407
Operating expenses . ‘

2019 : 2018

£000 . £'000

Administration charges ) Lo ) ' o A92 © 30

. Audit fees ' : - . . _ 18 ' .18

110 ' . 48

" Audit fees relate to the statutory audit. There are no fees payable to the audntors and thelr associates for services other than the statutory audit

(2018: none). )
Thelaudit fee for the current year, net of VAT, was £15,000 (2018: £1 5,000).

The LLP.has no employees (2018: none) and none of the members received any emoluments‘from the LLP in the current or previous year.
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Notes to the financial statements (continued)
For the year ended 31 December 2019

5.

Deemed Loan to Originator

The mortgage portfolio, which is* accounted for ds a deemed loan to Originator and in which the LLP holds a beneficial interest, is held by BOS.
The mortgage loans are secured on residential property in England, Wales and Scotland. Mortgages in the pool have to fulfil certain criteria. If
they fail to do so they are removed from the pool and the pool may be replenished.
2019 . 2018
£'000 £'000
Principal - non-current . ) ) C . 2.844,067~ 3,643,092
Accrued interest - current : ‘_ ‘ 916 . " 1,129
‘Total | : - ' : " 2,844,983 3,644,221
- The loan is-expected to be repaid on the final maturity date of the term loans.
Loans and borrowings .
This note provides information about the contractual terms of the LLP's loans and borrowings. For more information about the LLP's exposure
to interest rate risk, see note 9.
Loans and borrowings comprise a series of term loans from BOS, equivalent (determined at the date of issuance) to the amounts raised under
its Covered Bond Programme. Each term loan bears interest at a rate set with reference to LIBOR for one-month Sterling deposits.
BOS will not be relying on repayment of any term loan by the LLP nor the interest thereon in order to meet its,i’epayfnent or interest obligations
under the Covered Bonds. The term loans will not be repaid by the LLP until all amounts payable under the corresponding series of Covered
Bonds have been repaid in full. Amounts owed by the LLP will be paid in accordance with the priority of payments as detailed in the
Programme Documentation. . .
The Covered Bonds issued by BOS are unconditionally guaranteed by HBOS pic (ihe “Group Guarantor"). Under the terms of the Trust Deed,
the LLP has also provided a guarantee as to payments of interest and principal under the Covered Bonds, where amounts would otherwise be -
unpaid by BOS or‘the Group Guarantor. The obligations of the LLP under its guarantee constitute direct obligations of the LLP secured against
the assets from time to time of the LLP and recourse against the LLP is limited to such assets. The pnnc1pa| asset is the beneficial mterest in
the mortgage loans acquired from BOS.
Where the LLP enters into financial guarantee contracts to guararitee the indebtedness of BOS, the LLP treats such guarantee contracts as a
contingent liability until such time as it becomes probable that the LLP will be required to make a payment under the guarantee. This is not
applicable at this time.

Non current - , - - 2019 2018
Principal term loans with BOS: ) ) ) ] B £000 £'000
‘GBP . ! ‘ . . S : 1,891,750 2,929,750
Non current total _ 1,891,750 2,929,750

Current ’
Principal term loans with BOS:
GBP ‘ : _ : 1,038,000 831,875
- Accrued interest ) ’ . .
Interest due on term loans . : ' . 916 1,129
Current total - ' : : L " 1,038,916 833,004
Total A : 2,930,666 3762754
The covered bond swap agreement
The LLP has entered into a Covered Bond swap agreement with BOS. This agreement provides a hedge againét interest rate, currency and/or
other risks in respect of amounts received by the LLP under the mortgage loans and the interest rate swap and amounts payable by the LLP
under the Covered Bond guarantee in respect of the Covered Bonds.
The Coveréd Bond swap agreement provides a hedge against risks the LLP is exposed to, only following an HBOS event of default and the
service on the LLP of a notice to pay. As such, no payments of interest or exchanges of principal are due and payable under this agreement
prior to these events. In accordance with the terms of this swap, the swap provider will pay to the LLP amounts equivalent to the amounts that
-would be payable by the LLP under the Covered Bond guarantee in respect of interest and principal payable under the Covered Bonds and, in
return, the LLP will pay to the Covered Bond swap provider on each LLP payment date an amount equal to one- -month Sterling LIBOR for the
relevant interest period plus a spread. .
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Notes to the financial statements (continued)
For the year ended 31 December 2019 ’ :

8. .  Total members' interests
2019 .
Members' ‘Members’ o Loansdueto -
Interests - interests - ) Total ’ {(from) - Total
capital _reserves . " . . members .
£000 £'000 © £'000 - £'000 £'000
Members' interests as at 1 January 2619 . C P . - ' ' o 118,533 118,533
Profit for the financial year/ total comprehensive .
income avaitable for division among members - 36 36 . - 36
" Loans introduced by members . - - 3 - ’ 798,815 ' 798,815
- Repaid to members : - (36) (36) (831,665) - (831,701)
Members' interests as at 31 December 2019 - . C - - ' - ) 85,683 © . 85683

" Theloans and other debts due to / (from) members can be analysed as follows;

Members'
interests as at -
31 December
2019 .
. £'000
Amounts due to members’ 2,930,666 .
Amounts due from members . : . (2,844,983) )
- : : ' S 85683
. . ‘)
2018 : ' . )
: : Members® Members* : Loans dueto * )
Interests - interests - Total " lfrom) Total
capital reserves ' 5 members . -
£'000 £'000 ) £'000 £'000 £'000
Members' interests 'as‘at 1 January 2018 ) h . - ’ o . .. - 132,528 ‘ 132,528
Profit for the financial. year/ total comprehensive
income available for division among members . 36 . 36 _ o . " 36 .
Loans introduced by members - - - : - 457,937 ) 457,937
Repaid to‘rpemb'ers o - (36) (36) (471,932) (471,968) -
_ Members' interests as at 31 December 2018 ’ . - - . ' 118,533 118,533
The loans and other debts due to / (from) members cén be analysed as follows; )
. . - ) ' Members'

interests as at
31 December

2018

© £'000

Amounts due to members  © o : ' . . 3762754
Amounts due from members ’ . ) (3,644,221)

118,533
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Notes to the fi nancral statements (continued)
For the year ended 31 December 2019

9.

9(a).

Management of risk

All of the LLP's assets and Ilabliltres have been classified as ﬁnancnal instruments in accordance with IAS 32 ‘Financial Instruments
Presentation’. .

The LLP's financial instruments principally comprise a deemed loan to BOS (equivalent to the value of the LLP's investment in BOS
mortgages), cash and liquid resources, ldans and borrowings and various other receivables and payables that arise directly from its operations.

The pnncupal risks arising from theé LLP's financial instruments are credit risk, interest rate risk and liquidity risk. Further detarled ana|ysns of the

. risks facing the LLP in relation to |ts fi nancnal instruments is provided below.

The LLP's exposure to risk on its financial instruments and the management of such nsk is Iargely determined at the initial set-up of the LLP.
The LLP's activities and the role of each party to the transaction is clearly defined and documented. Cash flow modelling, including multiple
stress scenarios, is carried out as part of the structurlng of the transaction, ahd as such is required by the rating agencies. For this reason,
sensitivity to risk is minimal.

In addition an interest rate basis swap is entered into with the Originator as part of the transaction to hedge interest rate risk arising in the

- transaction including the obligations under the term loans. The swap counterparty is selected as a regulated financial institution and this

reduces the risk of default and loss for the LLP. Additional credit protection may be afforded by the requirement for the swap oounterparties to
post collateral in the event of a downgrade to a counterparty’s credit rating :

Followmg initial set-up, the members monitor the LLP's performance, revrewnng monthly reports on the performance of the mortgages. Such
review is designed to ensure that the terms of the Programme Documentation have been complied with, that no unforeseen risks have arisen
and that the interest and principal on the term loans have.been paid on a timely basis. Where.necessary, the members also make appropriate
enquiries of the LLP's professional advisers concemning specific matters which may affect the nature and extent of particular risks to the LLP.

Credit risk
Credit risk arises where there is a possibility that a counterparty may default on its financial obligations resulting in a loss to the LLP.

The LLP has a concentration of risk as BOS is the Originator of the mortgages, the LLP's account bank provider, swap counterparty servicer
of the mortgages and.cash manager, .

Credit risk arises on the individual loans within the mortgage loan portfolio which are secured on UK residential properties. The performance of
these loans is therefore influenced by the economic background and the UK housing market. The ability of the LLP to pay the term loan interest
and principal to BOS will depend on the amount and timing of payment of interest and principal on the mortgage loans by the borrowers.

In terms of arrears management, the LLP has engaged BOS as servicer of the loans in the portfolio to help reduce the risk ofvloss The
servicer is required to monitor repayments on the mortgage loans in accordance with its usual credit policies. The servncer is also responsible
for ensuring mortgage |oans in the pool meet the ellglblllty criteria set out in the Programme Documentation.

Credit enhancement is provided.to the LLP by BOS. The income on the morigage pool is expected to exceed the LLP's expenses and the
interest payable on the term loans. Any excess income that is not required to meet expenses or interest payments is retumed to the Originator
as deferred consideration. ’

Credit risk for the LLP is mitigated by the amount of overcoilateralisation of the beneficial interest in mortgages which is provided by BOS and
which is monitored using an ACT. The overcollateralisation is available in full for the benefit of the LLP. The Programme Documentation
provides that the LLP and its members should ensure that the adjusted aggregate loan amount of the mortgage pool asset and cash is at least
equal to or greater than the aggregate amount outstanding on the Covered Bonds on each calculation date after taking into account other
deductions. The adjusted loan amount is the balance of the mortgage loans after adjusting for various set-offs and adjustments unique to
particular groups of loans, together with allowances for loan defaults. The credit support as derived from the ACT as at 31 December 2019 was
£1,145,249 (2018: £1,031,945).

In the event that there is a breach of the ACT, the members are required to take steps to make good the deficit by providing the necessary
capital contributions in order that the ACT breach is rectified before the next ACT calculation. If there is a breach at the following calculation
date, this will constitute an HBOS event of default, which will entitle the bond trustee to serve an HBOS acceleration notice on BOS as the
issuer of the Covered Bonds and the Group Guarantor, HBOS plc. Upon service of such notice, the bond trustee will serve a notice to pay on
the LLP under the Covered Bond guarantee. This would reguire the LLP to repay all amounts outstanding on the Covered Bonds, including
principal and accrued interest amounts . ’

The total morigage poo! made available to the LLP at 31 December 2019 amounted to £5.21bn (2018; £6.30bn). As noted in the accounting
policies section, the LLP does not recognise the mortgage pool but rather a deemed loan to the Originator to the extent of the cash
consideration paid to BOS. .

. To the extent that the income on the deemed loan does not provide sufficient funds to recover the LLP's investment in the mortgage'portfolio,

the LLP has no further claim on the assets of BOS. During the cumrent year, sufficient cash has been received from the deemed loan to enable
the LLP to make all necessary principal and interest payments on the term loans following repayment of the related senes of Covered Bonds

by BOS.
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* Notes to the financial statements (contmued)
For the year ended 31 December 2019

9.

_ 9(a).

9(b).

BOS as provider of:

Management of risk (continued)

Credlt rlsk (continued)

The LLP assesses its counterparties for credit risk before contracting with them. Credit rating is the main method used to measure credit risk.
In accordance with the criteria of the rating agencies that rate the Covered Bonds issued by BOS and by association the term loans received by
the LLP, the Programme Documentation contams various ratmg triggers linked.to each counterparty, which require certain actions to be taken .
if triggers are breached .

Rating as at date Rating as at date
31 December 2019 - of approval of
’ financial.
statements

Standard & ‘ Standard & Poor's
Poor's : o

Covered bond swap. mterest rate swap and bank accounts . s - Short term: A-1 ' . - Short term: A-1

Long term: A+ . Long term: A

In the event that a swap counterparty is downgraded by a rating agency below the ratings specified in the relevant swap agreement, the
relevant swap-provider will be required to take certain remedial measures as defined in that agreement which may include providing collateral .
for its obligations under the relevant swap, arranging for its obligations to be transferred to an entity with sufficient rating, procuring another
entity with sufficient rating to become co-obligor for its obligations, or taking such other action as it may agree with the relevant rating agency.

Financial assets subject to credit risk

The maximum exposure to credit risk arising on the LLP's financial assets at the reporting date equates to carrying value.

At the balance sheet date all f nanc|al assets subject to credit risk were neither past due nor impaired. A financial asset is "past due"if a
counterparty has failed to make a payment when contractually due.

“Interest rate risk

Interest rate risk exists where assets and liabilities have interest rates set undér a different basis or which reset at different times. The LLP
minimises its exposure to interest rate risk by ensuring that the interest rate characteristics of assets and liabilities are similar, where this is not

. possible the LLP uses derivative financial instruments to mitigate interest rate risk. The deemed loan to Originator, the term loans and the cash

and cash equivalents are exposed to cash flow interest rate risk caused by ﬂoating interest rates that are reset periodically.

An interest rate ba5|s swap has therefore been entered into with BOS to manage the LLP's exposure to interest rate nsk assomated with the
deemed loan and the term loans. .

“The underlying mortgage pool comprises loans which are subject to variable rates of interest set by BOS based on general interest rates and

competitive considerations, loans which track the Bank of England base rate and loans which bear fixed rates of interest. Under the terms of
the swap, the LLP pays an amount calculated with reference to the interest received from the mortgage poo! and receives interest on a LIBOR

- rate set with reference to one-month. Sterling deposits. This mitigates the effect of changes in interest rates that mlght result in the interest cash

flows from the mortgage pool belng msuff cient to meet the payments under the term loans.

The interest rate basis swap substantlally eliminates the sensitivity to movements in interest rates. The swap. is not separately recognised in the

financial statements as it forms part of the deemed loan to Onglnator

15 HBOS Covered Bonds LLP
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Notes to the financial statements (contmued)
For the year ended 31 December 2019

9. Management of risk (continued)

9(b). Interest rate risk
Securitised mortgage assets

Secured mortgage Ioans can be analysed according to the rating systems used by the LLP and Onglnator when assessmg customers and
counterparties.

" For the purposes of the LLP's disclosures regardmg credit quallty, total secured mortgage loans subject to credit risk have been analysed as
follows: . . ; .

Stage 1 - Financial assets which have not experienced a significant increase in credit risk since they were originated.
Stage 2 - Financial assets which have experienced a significant increase in credit risk

Stage 3 - Financial assets which have experienced one or more events that have had a detrimental impact on the estimated future cash flows
and are considered to be credit impaired. Financial assets are considered to be credit impaired and included in stage 3 when there is objective
evidence of credit impairment. BOS assesses a loan as stage 3 when contraétual payments of either principal or interest are past due for more
than 90 days, the debtor is assessed as unlikely to pay, or the loan is otherwise considered to be in default. . .

g

Mortgage Number of

2019 . ) ) ’ : ' R . : balance accounts
Mortgage balance by impairment stage ) ’ - o . £000
Stage 1 o I . 5144116 66,763
Stage 2 C . 62,044 682
Stage 3 . : - -
5,206,160 . 67,445
. : ) T . o . ~ Mortgage Number of
2018 o . o . balance accounts
Mortgage balance by wnpaunnent stage : . ’ e ’ £'000
Stage1 ‘ ' 6,222,905 © 77,955
Stage 2 ’ . o 72,476 - - - 783
Stage 3 : . ) s . - . .-
6,295,381 78,738

Collalerél held against retail mortgage lending comprises residential properties.
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Notes to the financial statements (continued)
" For the year ended 31-December 2019

9.

9(c).

9(d).

" Liquidity risk is the risk thatthe LLP is not able to meet its ﬁnancial obligations as they fall due.

Management of risk (continuéd)
Liquidity risk

-

The ability of the LLP to meét payments on the term loans as-they fall due is dependent on timely receipt of funds from the deemed Ioan to

* Qriginator which may be delayed due to slow repayment on the mortgage portfolio (see 9(a) Credit risk above)

Pnnclpal repayments are made on the term loans wnth BOS in accordance with the LLP‘s principal priority of payments and reflect the amount
of pnnc|pal collection on the underlying mortgage loans.

In the event that the LLP does not have suffi cient cash flows from the underlying mortgage loans in order to be able to repay the terin loans as
and when they fall due, the members may be required.to make cash capital contributions, extend the repayment of the term loans or sell
mortgages from the mortgage pool, in accordance with the terms of the Programme Documentation.

The liquidity tables below reﬂect the undiscounted cash payments which will become due if the structure continues until the contractoal maturity
date as set out in the Programme Documentation. It is anticipated that the interest and principal received on the deemed loan to Orrgmator will

be suffcnent to allow repayment of the term-loans. \

Carrylng . Contractuai Not later thanv . Later than one Later than three  Later than one

) value . repayment one month month not later than months not later  year and not
2019 Co . value -. ] 3 months .. than one year ° later than five
£'000 To-og000 £000 . '£000 £'000 " £000
Principal ’ . .
. Term loans with BOS 2,929,750 2,929,750 oo 1038000 - 1,891,750
_ Trade and other payables - . 36 . 36 - 36 ) . : -
Interest payable ) . ) )
Temloans with BOS ~ * * - 916" © 49381 - 15259 - - . 34122
2,930,702 = 2,979,167 . - ’ 1.053,295 ' - 1,925,872
Carrying Contractual . Not later than Later than one Later than three Laterthanone ~ -
value repayment one month ~ month not later than months not fater  year and not -
‘2018 value P .- 3months ' thanoneyear later than five
£000 -+ -+ £'000 £000° . “£'000 £000 - £'000
Principal : '
Term loans with BOS 3,761,625 3,761,625 - - S e 831,875 . 2,929.756
-Trade and other payables - 18 18 . - .18 e -
Intérest payable . ) i
Term loans with BOS - . 1,129 BN 37.{ 75 . . - . 7.406 29,769
3,762,772 3,798,&18 ) : - . . 18 839,281 - 2,959,519
Falir values

_ Financial assets and liabilities held at amortised cost

Deemed Ioan to Origlnator

In standard market practuoe the. carrymg value of the vanable rate Ioans is assumed to be their fair value. The deemed loan to Ongmator

includes an interest rate swap which is not recognised separately. The swap accrual is based on variable rates (one-month LIBOR rates). The - -

principal of the loan is consideration for the underlying pool of mortgages which are significantly held at vanable rate. For these reasons, the
fair’ value of thls asset is considered to be a close approxrmatlon to amomsed cost. .

Trade and other payables

Trade and other payables are recognised at cost. The fair value of these liabilities is consudered tobe a close approxumatuon to cost due to the
short term nature of these liabilities. .

Loans and borrowlngs

Loans and borrowings are-held in sterhng and are at vanable rates of mterest (one month LIBOR rates) The fair value of these Ilabllmes is
considered to be a close approxnmauon to amortised oost

. ) .
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Notes to the financial statements (contmued)
For the year ended 31 December 2019

10. Related Parties.
The LLP is a specnal purpose entity controlled by BOS, one of the two designated members. BOS is a subsndlary undertakmg of LBG. The
second designated member is Connery Limited.
During the year the LLP paid fees of £7,081 and £8,097 to Intertrust Finance Management Offshore Limited on behalf of Connery Limited and
Connery Holdings Limited in respect of the provision of corporate administration services (2018: £10,851 and £10,121 respectively).
The LLP has provided a deemed loan to BOS as Originator of the mortgages, on which the LLP receives income. In addition, the LLP pays
cash management and mortgage loan ‘servicing fees to BOS in connection with its provision of services defined under the Programme
Documentation. BOS is the counterparty to the interest rate basis swap agreement and the swap payments for the LLP are mcluded in the
income from the deemed loan. . .
BOS has provided a series of term loans to the LLP, on which the LLP pays a variable rate of interest. Certain expenses which are included in
other operating expenses may subsequently be paid or reimbursed directly by BOS.
‘The LLP has placed'iis deposit account with BOS. as a provider of a GIC bank account, and it is contractually entitled to a variable rate of
-interest of 25 basis points per annum below LIBOR for one-month Sterling deposits. .
During fhe year, the LLP undertook the transactions' set out below with companies within the LBG group:
Other Related Other Related
. Parent Parties Parent Parties
At 31 December - . : 2019 2019 -2018 | 2018
) . £'000 £'000 £'000 £'000
" Interest receivable and similar income : )
Income receivable on deemed loan : . 23,553 ’ - 22,039 - . A
Bank interest receivable ’ ) . 561 - 452 -
Interest payable and similar charges )
Interest payable to BOS on term loans . 23,968 - - 22,407
Operating expenses - ) ' - i 15 - - 21
Assets . - .
Cash and cash equivalents ) . 85,719 - 118,551. -
Deemed loan to Originator : R 2,844,983 - 3,644,221 -
Liabilities ) ) -
Term loans with BOS ' 2,930,666 - 3,762,754 - -
11.  Post balance sheet event
Since the balance sheet date there has been a global pandemic from the outbreak of Coronavirus which is causing wi_despread disruption to
financial markets and normal patterns of business activity across the world, including the UK. The directors assess this event to be a non-" -
adjusting post balance sheet event. In view of its currently evolving nature, the directors are unable to estimate its financial and other effects.
From 25 March 2020 mortgage borrowers impacted financially by Covid-19 can request a payment holiday for up to three. months. Where
borrowers have made a successful application, they are not considered to be in a payment shortfall and as such will not be reported as
delinguent. Payment holidays will reduce the revenue and principal received, however, liquidity remains avallable through existing structural
mechanisms and note principal payments are modest in the next 12 months
12, Future Accounting Pronouncements«
~ The following pronouncement is not applicable for the year ending 31 December 2019 and has not been applied in preparing these financial
statements. Save as disclosed below, the impact of this accounting change is still being assessed by the Company and reliable estimates
- cannot be made at this stage. At the date of signing these financial statements, this pronouncement had been endorsed by the EU.
Minor amendments to other accounting standards :
The IASB has issued a number of minor amendments to IFRSs effectlve 1 January 2020 (including IFRS 3 Business Combinations and IAS 1
Presentation of Financial Statements). These amendments are not expected to have a significant impact on the Company.
18 HBOS Covered Bonds LLP
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Notes to the financial statements (continued)
For the year ended 31 December 2019

. 13.

Parent undertaking and controlling party

H

The desig'nated members of the LLP are BOS plc and Connery Limited (as Liquidation Member).

'For accountlhg purposes’ under IFRS, the LLP's ultiméte parent and controlling party is. LBG ‘plc The LLP’s results are inctuded within the

consolidated financial statements of LBG plc. Copies of the group financial statements may be obtained from the Company Secretary's Office,
Lloyds Banking Group plc, 25 Gresham Street, London EC2V 7HN.

The Company meets the deﬁnition of a special purpose entity under IFRSs. In accordance with IFRS 10 Consolidated FinanciaI'Sta‘tements,

the Company’s financial statements are consolidated within the group financial statements of LBG for the year ended 31.December 2019.

The parent undertaking, which is the parent undertakihg of the smallest.group td consolidate these financial statéments is BOS plc. Copies of.
the consolidated annual report and financial statements of BOS plc may be, obtamed from Group Secretariat, LBG plc, 25 Gresham Street,
London, EC2V 7HN or downloaded via www Iloydsbankmggroup com.

The ultimate parent undertaking and controlling party is LBG plc, whnch is the parent undertaking of the largest group to consolidate these
financial statements. Copies of the consolidated annual report and financial statements of LBG plc may be obtained from LBG plc's head office
at 25 Gresham Street, London EC2V 7HN or downloaded via www.lloydsbankinggroup.com.

19 HBOS Covered Bonds LLP
0C304674



Independent auditors’ report to the members of HBOS
Covered Bonds LLP-

Report on the audit of the financial statements |

Opinion
In our opinion, HBOS Covered Bonds LLP’s financial statements:

» give a true and fair view of the state of the limited liability partnershlp s affalrs asat 31 December 2019 and of its
profit and cash flows for the year then ended;

e have been properly prepared-in accordance with International Fmanc1al Reporting Standards (IFRSs) as adopted
by the European Union; and ~

¢ have been prepared in accordance with the requirements of the Companies Act 2006 as applied to limited liability
_ partnerships by the Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act 2006)
Regulations 2008.

We have audited the ﬁnanc1a1 statements, included within the Members’ Report and financial statements (the “Annual
Report”), which comprise: the balance sheet as at 31 December 2019;, the statement of comprehensive income, the cash flow
statement, and-the statement of changes in members’ other interests for the year then ended; and the notes to the ﬁnancxa]
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 apphcable law
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsxblhtles for the audit of the financial
statements section of our report. We believe that the audlt evidence we have obtamed is sufﬁc1ent and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the limited liability partnership in accordance with the ethlcal requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC’s Ethlcal Standard, and we have fulfilled our
other ethical responsnbllmes in accordance with these requirements.

Conclusions relating to going concern
ISAs (UK) require us to report to you when

e the members’ use of the gomg concern basis of accountmg in the preparatlon of the financial statements is not
appropriate; or

o the members have not disclosed in the financial statements any identified material uncertainties that may cast
- significant doubt about the limited liability partnership’s ability to continue to adopt the going concern basis of
_ accountmg fora perlod of at least twelve months from the date when the financial statements are authorised for
issue. .

We have nothing to report in respect of the above mattels

a

However, because not all future events or conditions can be predlcted this statement is not a guarantee as to the limited
liability partnershlp s ablhty to continue as a gomg concern.

Reporting on other information

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

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

- based on these responsibilities.



- Respbnsibilities for the financial statements and the audit

Responszbllmes of the members for the ﬁnancral statements .

As éxplained more fully in the statement of members’ responsibilities set out on page 3, the members are responsnble for the
preparation of the financial statements in accordance with the applicable framework and for bemg satisfied that they give a
true and fair view. The members are also responsible for such internal control as they determine is necessary to enable the
preparatlon of financial statements that are free from matena] misstatement, whether due to fraud or error.

In preparmg the financial statements the members are responsible for assessmg the limited hab111ty partnelshlp s ability to

" continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accouriting unless the members either intend to hquldate the limited liability partnership or to cease operations, or have no
realistic alternative but to do so. .

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not-a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered

. material if; individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the ﬁnnncia] statements is located on the FRC’s website at:
www.frc.org.uk/ aud1torsresponsnbllmes This descnptlon forms part of our auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the members of the partnership as a body in’
accordance with the Companies Act 2006 as applied to limited liability partnerships by the Limited Liability Partnerships
(Accounts and Audlt) (Application of Companies Act.2006) Regulations 2008 and for no other purpose. We donot, in-
giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required repdrting

Compames Act 2006 exceptlon reportlng , _
Under the Companies Act 2006 as apphcable to limited liability partnerships we are reqmred to report to you if, in our

e opmlon

. we héve not received all the information and explanations we require for our audit; or

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

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

We have no exceptions to report arising from this responsibility.

Daniel Pearce (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors -
Bristol .

28 April 2020



