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Forester Holdings (Europe) Limited

Strategic Report
The Directors present their Strategic Report for the year ended 31 December 2019.
Principal activity

Forester Holdings (Europe) Limited (‘the Company’)-is the UK holding company for the UK business
of The Independent Order of Foresters (‘Foresters’, ‘the Parent’). It incurs the majority of expenses
for Foresters’ UK operations and earns a margin on expenses recharged to its operating subsidiary.
Some expenses, such as pension related costs, are not recharged.

Resuits and dividend

Total Comprehensive Income for the year amounted to £10,118,000 before the payment of a
dividend of £10,000,000 to the parent company (2018: £723,299). Net assets at 31 December 2019
were-£71,054,000 (2018: £70,936,000).

2020 outlook

The first quarter of 2020 has been marked by unprecedented developments relating to the Covid-19
pandemic, The Company's priorities at this timé are to ensure safety and well-being of its
employees, customers and suppliers; as well as to ensure continuity of provision of essential
.services to all Foresters Financial UK customers: Due to the strength of the Company’s balance
-sheet, we are well placed to withstand the impact of current adverse market conditions.

Reporting on matters in section 172(1) of the Companies Act

The Company is not considered large to be required to report on how it complied with section 172(1)
of the Companies Act 2006.

As the Company employs more than 250 people in the UK, including those employed by subsidiary
companies, it is required to summarise engagement with employees and how their interests have
been taken into account.

Our employees are central to our strategy and purpose. Focus was therefore maintained on
employee engagement and development, in turn building a culture promoting talent and fostering
high performance. Learning new skills is important at all levels of the Company and online. learning
Is encouraged In addition to in-house classroom style training and -support for external study and
qualifications.

The Company, and its operating subsidiary, continues to take the puise of its people through
engagement surveys and takes action on the results. Business news and successes are cascaded via
management to complement announcements by email. Staff meetings give employees the
opportunity to hear from, question and share ideas with the CEO on the latest news and updates.

In keeping with engaging with our purpose, staffare encouraged to participate in a ‘Day of Caring’,
whereby they volunteer thelr time to a community good cause or charity of their chooslng during
working hours each year.

Health and wellibeing of employees is recognised as a key component to success and growth.
Initiatives introduced included healthy snacks twice a week and occasional access to a visiting
masseuse _to provide ten minutes of mindfulness to relieve stress. This is in addition to assistance
programmes offering support when managing difficult situations.
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Forester Holdings (Europe) Limited

Risks and going concern
The principal risks facing the Company are as follows:

Generic risks

- operational risks arising from inadequate or failed internal processes, people or systems, or

from external events;
- adequacy of data security.

Liquidity risk

The Company pays expenses on behalf of Foresters’ UK operations and is reimbursed by a charge to
its subsidiaries. Property and equipment assets are held by the Company. If expenses are incurred
by the Company but not recharged, or if expenditure on property and equipment exceeds the
depreciation recovered from other group companies, the Company will have negative cash flow.

In addition, a key risk affecting the Company is that its subsidiaries underperform to an extent
where the Company’s investment is impaired. :

Risks are monitored closely. The Company is able to mitigate its risks by maintaining systems of
internal control and holding sufficient capital to absorb unexpected adverse events.

The Directors are satisfied that the principal risks are mitigated or are capable of mitigation to an
acceptable level,

Future Developments
The Company will continue to act as a holding company and incur expenses for Foresters’ UK

operations.

The first quarter of 2020 has been marked by unprecedented developments relating to the Covid-19
pandemic. The Company’s priorities at this time are to ensure safety and well-being of its
employees, customers and suppliers; as well as to ensure continuity of provision of essential
services to all Foresters Financial UK customers. The Company’s main operating subsidiary, Forester
Life Limited, will be adversely impacted by the resulting investment market volatility and decline in
economic growth. However, due to the strength of its capital position, Foresters Financial UK will be
well placed to withstand the impact of the short term challenges.

Going concern
Having considered the position of the Company at the date of the Statement of Financia!l Position

and its results, future prospects and risk profile, the Board considers that the Company is a going
concern. In forming this view the Board considered the following:

¢ The Company exists as a holding company and with the main risk being debtor default risk.

¢ The majority of its debtors are with other group companies holding sufficient regulatory

surpluses.

In performing the going concern assessment, management have also considered recent
developments relating to Covid-19. The Company has a strong liquidity and solvency position and
is well-placed to withstand the shocks to its operational and economic environment.

Approved by the Board on 31 March 2020 and signed on 7 April 2020 on its behalf

E T Allison
Director
Foresters House

2 Cromwell Avenue
Bromley

BR2 9BF



Forester Holdings (Europe) Limited

Directors’ Report

The Directors present their report and the audited Financial Statements for the year ended 31
December 2019.

Parent Company

The Company is a wholly owned subsidiary of The Independent Order of Foresters, a fraternal
benefit society, incorporated in Canada with limited liability.

Political contributions

Neither the Company nor any of its subsidiariles made any political donations or incurred any political
expenditure during the year.

Directors

The Directors who held office during the year are listed on page 3 of these Financial Statements.
None of the Directors had any disclosable interest in the ordinary shares of the Company.

According to the Register of Directors’ interests no rights to subscribe for shares in the Company
were granted to any of the Directors or their Immediate families, or exercised by them, during the
year.

Directors’ indemnities

The Directors have the benefit of a qualifying third-party indemnity provision (as defined in Section
234 of the Companies Act 2006). Foresters also ‘'maintain Directors’ and Officers’ liability insurance
in respect of its subsidiaries and their directors.

Statement of disclosure of information to auditor

Each person who Is a Director at the date of this report confirms that:

1) so far .as each of thém is aware, there Is no information relevant to the audit of the
Company’s Financial ‘Statements for the year ending 31 December 2019 of which the auditor
is unaware; and

2) each Director has taken all the steps that he ought to have been taken as a Director to make
themselves aware of any relevant audit information and to establish that the Company’s
auditor is aware of that information.

Auditor

Pursuant to S487 of the Companies Act 2006, the auditor, KPMG LLP, wnll be deemed to be
reappointed and will therefore continue in office.

Approved by the Board on 31 March 2020 and signed on 7 April 2020 on its behalf

Director

Foresters House

2 Cromwell Avenue
Bromley

BR2 9BF



Forester Holdings (Europe) Limited

Statement of Directors’ Responsibilities in respect of the Strategic Report, the
Directors’ Report and the Financial Statements

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the
Financial Statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare Financial Statements for each financial year. Under
that law they have elected to prepare the Financial Statements in accordance with International
Financial Reporting Standards (‘IFRSs’) as adopted by the European Union (‘EU’) and applicable law.

Under company law the Directors must not approve the Financial Statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or
loss of the Company for that period. In preparing these Financial Statements, the Directors are

required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether they have been prepared in accordance with IFRSs as adopted by the EU; and
prepare the Financial Statements on the going concern basis unless it is inappropriate to

presume that the Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the Company’s transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the Financial Statements comply
with the Companies Act 2006. They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud

and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial
Information included on the Company’s website. Legislation in the UK governing the preparation
and dissemination of Financial Statements may differ from legislation in other jurisdictions.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FORESTER HOLDINGS (EUROPE)
LIMITED

Opinion
We have audited the financial statements of Foresters Holdings (Europe) Limited (“the company”)
for the year ended 31 December:2019 which comprise the Statement of Comprehensive Income, the

Statement of Financial Position, the Statement of Changes in Equity and the Statement of Cash
Flows and related notes, including the significant accounting policies in note 1.

In our opinion:

o the financial statements give a true and fair view of the state of the company’s affairs as at 31
December 2019 and of the company’s profit for the year then ended;

« the financial statements have been properly prepared in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU); and

« the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)")
and applicable law. Our responsibilities are described below. We have fulfilled our ethical
responsibilities under, and are independent of the company in accordance with, UK ethical
requirements including the FRC Ethical Standard. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not
intend to liquidate the company or to cease its operations, and as they have concluded that the
company's financial position means that this is realistic. They have also concluded that there are no
material uncertainties that could have cast significant doubt over its ability to continue as a going
concern for at least a year from the date of approval of the financial statements (“the going concern
period”).

We are required to report to you if we' have concluded that the use of the going concern basis of
accounting Is inappropriate or there is an undisclosed material uncertainty that may cast significant
doubt overthe use of that basis for a period of at least twelve months from the date of approval of
the financial statements. In our evaluation of the directors’ conclusions, we considered the inherent
risks to the company’s business model and analysed how those risks might affect the company’s
financial resources or ability to continue operations over the going concern perlod. We have nothing
to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result
in outcomes that are inconsistent with judgements that were reasonable at the time they were
made, the absence of reference to a material uncertainty in this auditor's report is not a guarantee
that the company will continue in operation.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the
financial statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider
whether, based on our financial statements audit work, the informationh therein is materially
misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that
work:

o we have not identified material misstatements in the strategic report and the directors’ report;

) in our opinion the Information given in those reports for the financial year is consistent with
the financial statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

8



Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:

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

* the parent company financial statements are not in agreement with the accounting records and
returns; or

» certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.
We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for: the
preparation of the financial statements and for being satisfied that they give a true and fair view;
such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error; assessing the
company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting unless they either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion
in an auditor’s report. Reasonable assurance is a high level of assurance but does not 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 aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the company’s members those matters we are required to state to them in an auditor’s report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members, as a body, for our
audit work, for this report, or for the opinions we have formed.

Ko Lt

Ben Priestley (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

Canary Wharf .

London,

E14 5GL

7 April 2020




Forester Holdings (Europe) Limited

Statement of Comprehensive Income
for the year ended 31 December 2019

Revenue
Expenses recharged to group companies

Investment Income
Dividend received
Total Revenue

Operating expenses
Finance costs

Profit before income taxes
Income tax expense
Profit for the year

Other comprehensive income:

Amuounts that will not be.reclassified to profit or loss

Re-measurement of defined benefit pension
obligation
Income tax expense

Other comprehensive income for the year, net

of tax

Total comprehensive income

Notes 2019 2018

£000 £000

39,182 34,166

1 1

10,000 -

49,183 34,167

3 (38,337) (33,388)
10,846 779

6 (56) (82)
10,790 697_

(645) 34

(27) (8

(672) 26

10,118 723

The notes on pages 14 to 30 form an integral part of these Financial Statements.
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Forester Holdings (Europe) Limited
Company registered number: 3013082

Statement of Financial Position
as at 31 December 2019

2019 2018

Notes £000 £000
ASSETS
Intangible assets 7 869 687
Equipment & Fixtures and fittings 8 369 228
Right-of-use assets 9 3,325 -
Investment in group undertakings 10 68,500 68,500
Deferred tax asset 6 264 291
Other receivables 11 8,563 7,159
Cash and cash equivalents 450 336
TOTAL ASSETS 82,340 77,201
LIABILITIES A
Current tax liability 350 450
Employee benefit obligation 5 2,142 1,712
Lease liabilities 9 3,383 -
Other liabilities 12 5,411 4,103
TOTAL LIABILITIES 11,286 . 6,265 .
EQUITY
Called up share capital 13 56,020 56,020
Capital contribution . 5,000 5,000
Retained earnings 10,034 9,916
TOTAL EQUITY 71,054 70,936
TOTAL LIABILITIES AND EQUITY ' 82,340 77,201

The notes on pages 14 to 30 form an integral part of these Financial Statements.

Approved by the Board on 31 March 2020 and signed on 7 April 2020 on its behalf

E T Allison
Director
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Forester Holdings (Europe) Limited

Statement of Changes in Equity

for the year ended 31 December 2019

Balance, beginning of year

Profit for the year

Other comprehensive income

Total other comprehensive income

Dividend paid
Balance, end of year

Balance, beginning of year

Profit for the year

Other comprehensive income

Total other comprehensive income
Balance, end of year

2019
Share Capital Retained Total
Capital Contribution Earnings
£000 £000 £000 £000
56,020 5,000 9,916 70,936
= - 10,790 10,790
(672) (672)
- 10,118 10,118
- - (10,000) (10,000)
56,020 5,000 10,034 71,054
2018
Share Capital Retained Total
Capital Contribution Earnings
£000 £000 £000 £000
56,020 5,000 9,193 70,213
- 2 697 697
26 26
- - 723 723
56,020 5,000 9,916 70,936

The capital contribution represents a non-returnable and non-distributable payment received by the

company from Foresters.

The notes on pages 14 to 30 form an integral part of these Financial Statements.
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Forester Holdings (Europe) Limited

Statement of Cash Flows
for the year ended 31 December 2019

Operating activities

Reimbursement of operating expenses
Payments to employees and suppliers
Income tax paid

Investing activities

Purchase of capitalised software

Purchase of equipment & fixtures and fittings
Proceeds of sale of plant and equipment
Interest on short term deposits

Lease payments and other related expenses

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Components of net cash and cash equivalents

Cash and cash equivalent assets
Amounts owed to credit institutions

Net cash and cash equivalents

2019 2018
£000 £000
38,409 39,832
(34,931) (39,611)
(156) 25
3,322 246
(869) (87)
(457) (127)
137 7
1 1
(2,020) -
(3,208) (206)
114 40
336 296
450 336
1450 336
450 336

The notes on pages 14 to 30 form an integral part of these Financial Statements:
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Forester Holdings (Europe) Limited
NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

1. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies used in.the preparation of the Company’s Financial Statements are set out
below. These policies have been applied consistently to comparative periods presented in these
statements unless otherwise indicated. The Company has chosen to use the exemption to produce
consolldated accounts as it is a wholly owned subsidiary of the Independent Order of Foresters.
Refer to note 15 for further details.

The Financial Statements are prepared on the historical cost basis except that the following assets
and liabilities are stated at their fair value: Employee benefit obligation, non-current assets are
stated at the lower of previous carrying amount and fair value less costs to sell,

The financial statements have been prépared on a going concern basis in line with the going concern
asseéssment presented in the Strategic Report on page 5. In performing the going concern
asséssment, management have also considered recent developments relating to the Covid-19
pandem|c including the impact on its main operating subsidiary, Forester Life Limited.

1.1 Basis of Presentation
a) Statement of Compliance

Forester Holdings (Europe) Limited (registered number 3013082) is a company incorporated in
England and Wales and is resident for tax purposes. in the United Kingdom. The Company’s
registered address i§ Foresters House, 2 Cromwell Avenue, Bromley BR2 9BF, United Kingdom. The
Group Financial’ Statements for the year ended 31 December 2019 comprise the parent company
and its subsidiaries.

The Company Financial Statements have been prepared in accordance with International Financial
Reporting Standards ("IFRSs”) as issued by the International Accounting Standard Board (“IASB")
‘and endorsed by the European Union ("EU").

b) New standards, interpretations and amendments to published standards that have
been adopted by the Company

The Company has applied the following standards and amendments for the first time for the annual
reporting period commencing 1 January 2019:

IFRS 16 ‘Leases’

Annual improvements to IFRS Standards 2015-2017 cycle

Interpretation 23 (IFRIC 23)’ Uncertainty over Income Tax Treatment’

Plan Amendment, Curtailment or Settlement - Amendments to IAS 19
‘Prepayment Features with Negative Compensation’ - Amendments to IFRS 9

The Company had to change its accounting policies as a result of adopting IFRS 16. The Company
has elected to adopt new rules using the modmed retrospective approach and therefore the
comparative information has not been restated. See Note 1.10 and Note 2.

The other amendments listed above did not have any impact on the amounts recognised in prior
periods and are not expected to significantly affect the current or feature periods.

Standards, interpretations and amendments to published standards are not in effect and
have not been adopted early by the Company

Certain new accounting standards and Interpretations have been published that are not mandatory
for 31 December 2019 reporting periods and have not been adopted early by the Company.

These standards are not expected to have a materlal impact on the entity in the current or future
reporting periods and on foreseeable future transactions.
14



Forester Holdings (Europe) Limited
NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

c) Use of estimates and judgements

The preparation of these Financial Statements requires management to make judgements,
estimates and underlying assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these

estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised. The use of estimates and
assumptions has the most significant effect on the measurement of income taxes, the defined
benefit pension plan and provisions. The use of estimates and assumptions is discussed in more
detail in the relevant notes to these Financlal Statements.

1.2 Segmental reporting

The Board of Directors, being the chief operating decision maker, regards the provision of
administrative services for Foresters’ UK Operations as the Company’s only business activity and
considers that it has only one operating segment. All services are provided within the UK.

1.3 Equipment & fixtures and fittings

Equipment & fixtures and fittings are initially measured at cost and depreciated on a straight-line
basis calculated to write off the costs of the assets over their estimated useful lives. If there are
indicators of impairment, then the recoverable amount Is determined, and the asset is written down
to the recoverable amount. The following lists the expected useful life per asset:

Furniture and equipment 3-5 years
Computer equipment 3 years

1.4 Cash and cash equivalents

Cash and cash equivalents comprise cash, bank balances and bank deposits that have an original
maturity of three months or less.

The carrying value of cash and cash equivalents approximates their fair value.

1.5 Investment in subsidiaries

The Company accounts for investments in subsidiaries at cost, subject to annual impairment test.

1.6 Intangible Assets

The Company has capitalised software development costs incurred In connection with its policy
administration system and actuarial modeling programme. These costs are amortised on a straight-
line basis over their estimated life from the time when the system development becomes
operational. If there are indicators of impairment, then the recoverable amount Is determined and
the asset is written down to the recoverable amount. Details of the intangible assets are shown in

note 7 to the Financial Statements.
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Forester Holdings (Europe) Limited
NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
1.7 Income taxes

The tax expense for the period comprises current and deferred taxes. Tax is usually recognised as
an expense or income in the statement of comprehensive income, except when it relates to an item
included in OCI or equity, in which case tax is also recognised in OCI or equity as appropriate. The
current tax expense/(recovery) is based on taxable Income (loss) for the year under UK tax
regulations and the enacted or substantively enacted tax rate for the year and any adjustment to
tax payable in respect of previous years.

Deferred income taxes are accounted for using the liabllity method, whereby tax expected to be
payable or recoverable is. calculated on temporary differences arising between the carrying amounts
of assets and liabilitles under IFRS and the tax assets and liabilities calculated under the regulations
of the relevant tax authority. Temporary differences, tax losses and tax loss carry-forwards are
measured at the tax rates that are expected to be applied to those differences when they reverse,
based on the laws that have been enacted or substantively enacted by the reporting date. Deferred
income tax assets are recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable income will be available against
which these tax assets can be utilised. The carrying amount of recognised deferred tax assets is
reviewed at each reporting date and reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Unrecognised deferred. tax assets are reassessed at each reporting.date and are recognised to the
extent that it becomes probable that future taxable income will allow the deferred tax asset to be
recovered.

HMRC requires the eligible profits in excess of £5m to receive deferred tax relief of up to 50%.
1.8 Employee benefits

The Company maintains a defined benefit pension plan that is closed to future accruals, as well as a
defined contribution pension plan for eligible employees.

a) Defined benefit plan
A defined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a separate entity and has no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
operating expense in the statement of comprehensive income in the periods during which services
are rendered by employees.

b) Defined contribution plan

A defined contribution plan is a post-employment benefit plan- under which the group pays fixed
contributions into a separate entity and has no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
operating expense in the Statement of Comprehensive Income in the periods during which services
are rendered by employees.

c) Other employee benefits

The Company also provides health benefits to eligible employees who are absent from work due to
disability. The cost is expensed as incurred.

16



Forester Holdings (Europe) Limited
NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
1.9 Revenue recognition

Expenses borne on behalf of group companies are recharged as incurred, including a proportional
management recharge fee. The performance obligation of the Company is to incur UK operational
related expenses and thus following the incurring of expenses, the corresponding revenue (including
management recharge fee) is recognised.

1.10 Leases

As explained in Note 1. 1 (b) above, The Company has changed its accounting policy for leases
where the Company is the lessee.

The Company has applied IFRS 16 using the modified retrospective approach and therefore the
comparative information has not been restated and continued to be reported under IAS 17 and
IFRIC 4. The details of accounting policies under IAS 17 and IFRIC 4 are disclosed separately if they
are different from those under IFRS 16 and the impact of changes is disclosed in Note 2.

Policy applicable from 1 January 2019 .

At inception of a contract, a Company assesses whether contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration. To assess whether a contract conveys the right to
control the use of an identified assets, the Company assesses whether:

e the contract involves the use of identified assets - this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity of a
physically distinct asset,

e the Company has the right to obtain substantially all of the economic benefits from use of the
asset throughout the period of use, and

« the Company has the right to direct the use of the asset. The Company has the right when it
has the decision-making rights that are most relevant to changing how and for what purpose

the asset is used.
The policy is applied for contracts entered into/or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains a lease component, the Company
allocates consideration in the contract to each lease component on the basis of their relative
standalone prices.

Policy applicable before 1 January 2019

Leases are classified as operating leases when a significant portion of the risks and rewards of
ownership is retained by the lessor. Payments made under operating leases are expensed on a
straight-line basis over the period of the lease. Where the Company is the lessor, the income is
recognised on a straight-line basis over the lease term.

Investments in a lease that transfers substantially all the risks and rewards of ownership to the
lessee are classified as a finance lease. The Company is the lessor under a finance lease and the
investment is recognised as a receivable at an amount equal to the net investment in the lease,
which is represented as the present value of the minimum payments due from the lessee and is
presented within the Statement of Financial Position. Payments received from the lessee are
apportioned between the recognition of the finance lease income and the reduction of the finance
lease receivable. Income from the finance lease is recognised in the Statement of Comprehensive
Income at a constant periodic rate of return on the Company’s net investment in the finance lease.

17
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Forester Holdings (Europe) Limited
NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

As a lessee

The Company recognises 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 leases
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 remove the underlying asset or to
restore the underlying assets or the site on which it is 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 term. The estimated useful lives of the right-of-use assets are determined on the same
basis as those of property and equipment. In addition, the right-of-use asset is periodically reduced
by impairment losses, if any, and adjusted for certain re-measurements of the lease liability.

The lease liability is initially measured at the present value 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 borrowing rate. Generally, the Company
uses its incremental borrowing rate as discount rate.

The lease liability is measured at amortised cost using the effective interest method. It is re-
measured when there is change in future lease payments arising from a change in a rate or an
index.

When the leases liability Is re-measured in this way, a corresponding adjustment is made to the
carrying amount of right-to-use asset or is recorded as profit and loss if the carrying amount of the
right-of-use asset has been reduced to zero.

Short term leases and leases of low value

The Company has elected not to recognise right-of-use assets and lease llabilities for short-term
leases that have a lease term of 12 months or less and leases of low-value assets. The Company
recognises the lease payments associated with these leases as an expense on a straight-line basis
over the lease term.

Under IAS 17,

In the comparative period, the Company did not have any leased assets classified as finance leases.
Leases contracts In place were classified as operating leases and recognised in profit and loss on a
straight-line basis over the term of the lease.

As a lessor
When the Company acts as a lessor, it determines at lease inception whether each lease is a finance
lease or operating lease.

To classify each lease, the Company makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental ownership of the underlying asset. If this is the
case, the lease is a finance lease, if not, then it is an operating lease.

When the Company Is an intermediate lessor, it accounts for its interest in the head lease and the
sub-lease separately. It assesses the lease classification of a sub-lease with reference to the right-
of-use asset arising from the head lease.

The Company recognises lease payments received under operating leases as income on a straight-
line basis over the lease term as part of ‘other income’.
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1.11 Contingent liabilities

Contingent liabilities are recorded when it Is probable that the Company will incur an expense in the
future and the amount can be reliably measured. If the event resulting in a future obligation is less
than probable but greater than remote, or the amount cannot be reliably estimated, the contingency
Is disclosed in the notes to the Financial Statements.

2. CHANGE IN ACCOUNTING POLICIES

Except to the changes below, the Company has consistently applied the accounting policies to all
periods presented in these financial statements. The Company applied IFRS 16 with a date of initial
application of 1 January 2019. As a result, the Company has changed its accounting policy for lease
contracts as detalled below.

The Company applied IFRS 16 using the modified retrospective approach, under which the
cumulative effect of initial application is recognised in retained earnings at 1 January 2019. The
details of the changes in accounting policies are disclosed below.

2.1 Definition of a lease

Previously the Company determined at contract inception whether an arrangement is or contains a
lease under IFRIC 4. Under IFRS 16, the Company assesses whether a contract is or contains a
lease based on the definition of lease, as explained in Note 1.10. On transition to IFRS 16, the
Company elected to apply the practical expedient to grandfather the assessment of which
transactions are leases. It applied IFRS 16 only to contracts that were previously identified as
leases. Therefore, the definition of a lease under IFRS 16 was applied only contracts entered into or

changed on or after 1 January 2019,

2.2 As a lessee

As a lessee, the Company previously classified lease as operating or finance leases based on its
assessment of whether the lease transferred significantly all of risks and rewards incidental to
ownership of the underlying assets to the Company. Under IFRS 16, the Company recognises right-
of-use assets and lease liabilities for most leases - i.e. these leases are on the balance sheet.

2.2.1 Leases classified as operating leases under IAS 17

At transition, leases liabilities were measured at the present value of the remaining lease payments
discounted at the Company’s incremental borrowing rate as at 1 January 2019. Right-of-use assets
are measured at an amount equal to the lease liability, adjusted by the amount of any prepaid or

accrued lease payments.

The Company used the following practical expedients when applying IFRS 16 to leases previously
classified as operating leases under IAS 17:
s Applied a single discount rate to a portfolio of leases with similar characteristics;
e Adjusted the right-of-use assets by the amount of IAS 37 onerous contract provision
immediately before the date of initial application, as an alternative to impairment review:
e Applied the exemption not to recognise right-of-use asset and liabilities for leases with less
than 12 months of lease term;
¢ Excluded initial direct costs from measuring the right-of-use asset at the date of Initial
application; ‘
e Used hindsight when determining the lease term if the contract contains options to extend or

terminate the lease.
2.2.2 Leases previously classified as finance leases

The Company did not have any finance leases in place.
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2. CHANGE IN ACCOUNTING POLICIES (continued)
2.3 As a lessor

The Company is not required to make an adjustment on transition to IFRS 16 for lease in which it
acts as a lessor, except. for sub-leases. Under IFRS 16, the Company is required to assess the
classification of a sub-lease with reference to the right-of use asset, not the underlying asset. On
transition, the Company reassessed the: classification of a sub-lease contract and concluded to
continue classified as an operating lease.

2.4 Impact on financial statement

On transition to IFRS 16, the Company recognised £3.861m of right-of-use assets, an amount equal
to lease liabilities of £3.861m. No adjustment was required, as there was no prepaid or accrued
lease payment in the statement of financial poesition immediately before the first date of application.
The impact on opening retained earning reserves was £Nil.

When measuring lease liabilities, the Company discounted lease payments using its incremental
‘borrowing rate at 1 January 2019. The weighted average rate applied is 2.828%.

1 January
2019
£000
Operating lease commitment at 31 December 2018 4,388
Discounted using the incremental borrowing rate at 1 January 219 3,861
Lease liabilities recognised as at 1 January 2019 3,861
3. OPERATING EXPENSES

A breakdown of operating expenses by nature is provided below:
2019 2018
£000 £000

Employee benefits

Salaries and benefits 16,948 15,960
Social security costs 1,393 1,534
Pension plan expenses 1,051 1,043
19,392 18,537
Administration costs 2,242 2,124
Legal and professional expenses 3,644 2,031
Technology costs 7,081 3,522
Fraternal programmes and expenses 407 337
Facility charges 538 671
Amortisation of intangible assets 687 1,370
Operating lease costs - 726
Interest on lease liabilities 106 -
Depreciation of property and equipment 192 339
Depreciation right-of-use-assets 1,031 -
Auditor’'s remuneration 31 31
Net financing in respect of pension plan 30 51
Other expenses 2,956 3,649
Total operating expenses 38,337 33,388
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3. OPERATING EXPENSES (continued)
The auditor’'s remuneration disclosed above includes the following elements:

2019 2018

£000 £000

Audit of the Company 26 26
Audit of subsidiary (Forester Investments Limited) paid for by the 5 5
Company o ‘
31 . _ 31

Total audit fees

The Company’s average weekly number of employees in the period was 153 (2018: 167), all of
whom were in administrative functions. .

4. DIRECTORS’' EMOLUMENTS

The aggregate amount of Directors’ emoluments, including pension scheme contributions, was as
follows: )

2019 2018
£000 £000
Emoluments : 32 36
Payable to one (2018: one) director under a long-term incentive 9 9
plan ) .
41 45

Pension contributions to money purchase scheme 2 4 2
43 . . 47

The aggregate of emoluments receivable by the highest paid director, including retirement benefits
of £2k, was £37k (2018: £36k including retirement benefits of £1k).

Retirement benefits accrued under money purchase schemes to one director (2018: one director).

5. EMPLOYEE PENSION SCHEMES

Defined contribution pension plan
The Company operates a defined contribution pension scheme for Foresters’ UK employees.

Employer’s pension contributions were £1,051k (2018: £1,043k).

Defined benefit pension plan
Forester Group Employee Pension Scheme defined benefit plan contains two plans: the Staff Plan

(Staff Section) and the Employee Pension Plan (Fieldworkers Section).

A full actuarial valuation was carried out as at 1 April 2017 in accordance with the scheme funding
requirements of the Pensions Act 2004. Between 1 July 2018 and 30 November 2023, contributions
are agreed at a rate of £244,800 per annum, increasing in line with inflation.

A valuation was carried out as at 31 December 2019 showing a deficit on the scheme of £2,142k
(2018: deficit of £1,712k).
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5. EMPLOYEE PENSION SCHEMES (continued)
The amounts recognised on the statement of financial position are:

2019 2018

£000 £000
Present value of funded obligations (6,505) (6,332)
Fair value of scheme assets 5,169 4,730
Deficit (1,336) (1,602)
Additional liability to reflect present value of
committed future contributions (806) {(110)
Pension liability at 31 December (2,142) (1,712)
Related deferred tax asset 264 291
Net Pension liability (1,878) (1,421)

We have carried out a minimum funding assessment (i.e. in accordance with the schedule of
contributions). The assessment showed a liability position of before associated taxes £2.1m versus
the IAS 19 valuation of £1.3m. .

The consideration has been given to the requirements set out in IFRIC 14, in particular IFRC 14
“When a minimum funding requirement may give rise to a liability” to determine whether an
adjustment to increase IAS 19 liability might be required.

IFRIC 14 states that if an entity has an obligation under a minimum funding requirement to pay
contributions to cover an existing shortfall on the minimum funding requirements basis in respect of
services aiready received, the entity determines whether the contributions payable will be available
as a refund or a reduction in future after they are paid into the plan.

To the extent that the contributions payabie will not be available after they are paid into the plan,
the entity recognises a liability when the obligation arises.

We have determined that, in -accordance with the Trusts Deeds provisions, the Company does not
have an unconditional right to refund of a surplus. As a result, the pension deficit shall be valued at
the higher of the minimum funding requirements and its IAS 19 valuation,

The actual return on pian assets was an income of £541,000 (2018: loss of £86,000). The amounts
recognised in the income statement are:

Expenditure/(Income) 2019 2018

£000 £000
Net interest 41 45
Curtailment (11) (4)
Net expense 30 41

There is no current service cost as benefit accrual ceased in 1996. No past service benefit
improvements have been implemented during the accounting period.
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5. EMPLOYEE PENSION SCHEMES (continued)
Changes in the value of defined benefit obligations are as follows:

2019 2018

£000 £000
Opening defined benefit obligation 6,332 7,139
Interest cost 172 163
Actuarial (gains)/losses:

Experience losses - =

Change in actuarial assumptions 348 (716)
Curtailment < -
Benefits paid _ (347) _(254)
Closing defined benefit obligation 6,505 6,332
Changes in the fair value of scheme assets were as follows:

2019 2018

£000 £000
Opening fair value of scheme assets 4,730 5,229
Interest Income on scheme assets 131 118
Actuarial gains/(losses):

Return on plan assets excluding interest income 410 (577)
Employer contributions net of charges 245 214
Benefits paid ) (347) (254)
Closing fair value of scheme assets 5,169 4,730
The major assumptions used by the actuary as at 31 December were:

2019 2018
Rate of increase in salaries N/A N/A
Rate of increase in pensions in payment (Limited Price Index) 2.9% 3.2%
Discount rate 2.1% 2.8%
Inflation assumption 3.0% 3.2%
Mortality: assumed life expectancy at age 65 Years Years
Male retiring now 22.2 22.1
Female retiring now 24.2 24.2
Male retiring in 20 years 25.3 25.2
Female retiring in 20 years 27.4 27.3

As the defined benefit scheme has been closed to future accruals since April 1996 the rate of
increase in salaries is not applicable because It has no effect on the actuarial liabilities.

The sensitivity to changes in assumptions has been estimated as follows:

Assumption Change in assumption Change in liabilities _
Discount rate Increase of 1% p.a. Decrease by £1,006,000
Rate of inflation Increase of 1% p.a. Increase by £798,000
Longevity Increase in life expectancy of 1 year | Increase by £295,000

The average duration of the defined benefit obligation at 31 December 2019 is 16 years (2018: 20
years).
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5. EMPLOYEE PENSION SCHEMES (continued)
The assets in the scheme were:

2019 2018
£000 £000
Fixed interest bonds 3,774 3,596
Equities 1,164 963
Other 231 171
Total 5,169 4,730

6. INCOME TAXES

a) Income tax expense
Current tax is included In income taxes on the Statements of Comprehensive Income as follows:

2019 2018
£000 £000
Corporation Tax expense
Current period expense 101 148
Adjustment to prior periods (45) (66)
56 82
Deferred income tax expense B
Relating to the origination and reversal of timing differences - -
Income tax expense 56 82

Cash taxes paid in 2019 were nil (2018: nil).

b) Income taxes included in OCI
Other comprehensive income is presented net of income taxes. The following tax charges/ (credits)
were included in OCI.

2019 2018
£000 £000
Deferred tax
Net change in actuarial gains/(losses) on employee benefit plans . (27) (8)
Reduction in deferred tax rate - -
Income tax expense in OCI/(credit) (27) (8)

¢) Reconciliation of effective tax rate
Income tax expense differs from the amount that would be computed by applying the UK statutory
tax rates to income before taxes for the following reasons:

2019 2018

£000 £000
Profit for the period before taxation 10,879 779
UK tax at 19% (2018: 19%) (2,067) (148)
Non-taxable income less non-taxable expenses 1,966 -
Over/ (under) provided In previous periods 45 66
Income tax expense (56) (82)

d) change of tax rate
The Finance Act 2014 enacted the reduction in the Corporation Tax rate to 19% with effect from
April 2017 with a further reduction to 17% from April 2020. This rate has been taken into account in
determining the deferred tax provision.
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6. INCOME TAXES (continued)

e) Deferred income taxes _
The deferred tax balance comprises deferred tax arising as a result of the defined benefit pension

scheme. The net movement in the deferred tax asset account is as follows:

2019 2018

£000 £000

Beginning of year 291 299

Tax Impact related to movement in the pension scheme . (27) (8)
_ End of year ' e 264 . 291

7. INTANGIBLE ASSETS

Capitalised software

The Company has capitalised software development costs incurred in connection with its policy
administration system and actuarial transformation programme. These costs are amortised on a
straight-line basis over the estimated useful life from the time when the system development
becomes operational. All costs are being amortised as the associated systems are operational. The
following table shows changes to the capitalised software costs during the year:

2019 2018

£000 £000
Gross carrying value, beginning of year 6,945 6,858
Additions 869 87
Gross carrying value, end of year 7,814 6,945
Accumulated amortisation, beginning of year 6,258 4,888
Amortisation expense for the year 687 . 1,370
Accumulated amortisation, end of year 6,945 6,258
Net book value, beginning of year 687 1,970
Net book value, end of year 869 687
8. EQUIPMENT & FIXTURES AND FITTINGS

Computer Furniture and
2019 . equipment equipment Total
£000 £000 £000

Cost
At beginning of year 1,706 1,003 2,709
Additions 405 52 457
Disposals (136) - (136)
At end of year 1,975 1,055 3,030
Depreciation
At beginning of year 1,601 880 2,481
Depreciation charge 133 59 192
Disposals (9) (3) (12)
At end of year 1,725 ‘ 936 2,661 .
Net book value
At beginning of year 105 123 . 228
At end of year 250 7 119 369
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8. EQUIPMENT & FIXTURES AND FITTINGS (continued)

2018

Cost

At beginning of year
Additions

Disposals

At end of year

Depreciation

At beginning of year
Depreciation charge
Disposals

At end of year

Net book value

At beginning of year
At end of year

9. LEASES

Computer

Furniture and

The note provides information for lease where the Company is a lessee.

(a) Amounts recognised in the balance sheet

The balance sheet shows the following amounts related to leases:

Right-of-use-assets

2019

Balance at 1 January
Additions
Depreciation

Balance at end of year

Leases liabilities

Maturity analysis - contractual undiscounted cash flows:

Less than one year
2 to 5 years
>5 years

Total undiscounted lease liabilities

equipment equipment Total

£000 £000 £000

1,736 950 2,686

74 53 127

_(104) - (104)

1,706 1,003 2,709

1,438 801 2,239

260 79 339

(97) - (97)

1,601 880 2,481

298 _ 149 447

105 123 228
Office space Vehicles Equipment Total
£000 £000 £000 £000
2,706 993 162 3,861
- 495 - 495
(328) (652) (51) (1,031)
2,378 836 111 3,325

2019

£000

595

2,213

830

3,638

Leases liability included in the statement of financial position at 31 December 2019 is

£3,383,000.
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9. LEASES (continued)

(b) Amounts recognised in the statement of profit or loss

The statement of profit or loss shows the following amounts relating to leases:

Interest expense on lease liabilities: £106,000

(c) Amounts recognised in the statement of cash flows

The total cash outflows for leases in 2019 was £2,020,000

10. INVESTMENT IN GROUP UNDERTAKINGS

2019 2018
£000 £000
Investment in Subsidiary 68,500 68,500
Total _ 68,500 . 68,500

Investments in group undertakings, which are all registered in England and Wales, are as follows:.

oy Class of . . o
Subsidiary Name shares held Proportions held Principal activity
Directly Indirectly

Forester Life Limited Ordinary 100% Life assurance
Forester Investments Limited Ordinary 100% Holding company
Forester Fund Management Ltd Ordinary 100% Non-trading
Forester Nominees Limited Ordinary 100% Non-trading
Forester Financial Services Ltd Ordinary 100% ' Non-trading
Forester Insurance Services Ltd Ordinary 100% Non-trading
Foresters Ltd Ordinary 100% Non-trading
Tunbridge Wells Equitable Friendly n/a - Non-trading

Society Trustee Company Ltd
For each of the companies, voting rights exactly match the proportion of shares held.

Tunbridge Wells Equitable Friendly Society Trustee Company Ltd is limited by guarantee and
therefore holds no share capital. The Company has the power to appoint members of the Board.

All subsidiaries have a registered office at Foresters House, 2 Cromwell Avenue, Bromley BR2 QBF,
United Kingdom.
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11. OTHER RECEIVABLES

Other assets comprised the following:

2019 2018
£000 £000
Due from parent company 220 195
Due from other group companies 6,924 6,177
Prepayments and other 1,419 787
8,563 7,159
The fair value of company assets approximates their carrying value.
12, OTHER LIABILITIES
Other liabilities comprised the following:
2019 2018
£000 £000
Amounts owed to other group companies - 11
Payroll and other taxes 718 505
Other liabilities and accruals 4,693 3,587
5,411 4,103

The fair value of these liabllities approximates their carrying value. Substantially all the habllmes are
due within 12 months of the statement of financial position date.

13. CALLED UP SHARE CAPITAL

2019 2018
£000 £000
Issued
56,020,000 Ordinary shares of £1 each 56,020 56,020

The Ordinary shares carry full voting rights and qualify for dividends. There are no restrictions on
the repayment of capital other than as imposed by the Companies Act 2006.

14. RELATED PARTY TRANSACTIONS

Transactions arise. between Forester Holdings (Europe) and other members of the Foresters group,
which are related parties. All related party transactions have taken place at terms that would exist
in arm’s length transactions.

The transactions are summarised below:

2019 2018
£000 £000
Expenses recharged to UK branch of parent company 2,155 1,442
Expenses recharged to subsidiaries 37,027 32,724
Lease on Head Office building paid to subsidiary (369) (369)

There are no loans or guarantees provided by the company to related parties.
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15. ASSETS AND LIABILITIES

Amounts expected to be recovered or capable of being settled within and beyond 12 months from
the reporting date were as follows:

2019 2018
Total Within Beyond Total Within Beyond
12 12 12 12
months months months months
£000 £000 £000 £000 - £000 £000
ASSETS
Intangible assets 869 290 579 687 687 -
Property and equipment 369 120 249 228 195 33
Right-of-use-assets 3,325 1,072 2,253 - - -
Investment in group , .
undertakings 68,500 - 68,500 '68,500 68,500
Deferred tax asset 264 47 217 291 34 257
Other receivables 8,563 8,563 - 7,159 7,159 -
Cash and cash )
equivalents 450 450 - 336 336 -
TOTAL ASSETS 82,340 10,542 71,798 | 77,201 8,411 68,790
LIABILITIES
Current tax liability 350 350 - 450 450 -
Employee benefit
obligation 2,142 248 1,894 1,712 176 1,536
Lease liabilities 3,383 1,193 2,190 - - =
Other liabilities 5,411 5,411 - 4,102 4,102 4
TOTAL LIABILITIES 11,286 7,202 4,084 6,264 4,728 1,536

16. EVENTS AFTER REPORTING PERIOD

Since March 2020, the turn of events caused by the Covid-19 pandemic has resulted in significant
changes to the way the Company operates. Within a short space of time the Company was able to
activate its business continuity plan, enabling essential services to its customers to continue
uninterrupted whilst ensuring the safety and wellbelng of its staff. Management will continue to
review the existing operational arrangements taking into account the latest government advice.

The Company’s main operating subsidiary, Forester Life Limited (FLL), will be adversely impacted by
the significant market volatility and economic uncertainty triggered by the pandemic. At this point in
time, management expect FLL's key metrics of net fund flows, assets under management and fee
revenue to be below Plan for 2020.
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From FLL's solvency and risk perspective:
¢ The main market risk Is a fall in equities. The primary world equity markets have fallen by up
to 25% (in GBP terms) over the first three months of 2020 and this has had a direct effect on
the Company as a significant part of Its income Is based on the value of assets, a large
proportion of which are invested in equities. .

« Interest rate risk is not a large risk for FLL as non-linked assets and liabilities tend to be well
matched. The exception is the Shareholder fund, which holds surplus funds, and has
benefited from the fall in interest rates over the first quarter of 2020. On the other hand,
credit spreads have widened. This has caused a fall in asset values and adversely affected fee
income on unit-linked assets.

e FLL has only a small exposure to longevity risks. Mortality risks are also not large, V\fith
limited exposure in the higher-risk age groups.

o Liquidity risk is minimal as a very large proportion of assets are readily marketable. In
addition, FLL has experienced only small increases In claims as a result of market volatility.

Due to significant uncertainties around the progression of this pandemic and the shape of economic
recovery to follow, the actual financial impact on the Company not quantifiable at this stage.

If this situation persists in the medium to long run, management can consider appropriate mitigating
actions such- as cancelling dividend payments, delaying project spend or implementing expense
savings.

17. ULTIMATE PARENT COMPANY AND CONSOLIDATED FINANCIAL STATEMENTS

During the year and at the year end, the ultimate parent undertaking and the unhdertaking which
headed the largest and smallest group of undertakings for which group Financial Statements are
drawn up and of which the company was a member was The Independent Order of Foresters, a
fraternal benefit society, incorporated in Canada with limited liability, registered address 789 Don
Mills Road, Don Mills, Ontario, M3C 179, Canada.

These consolidated Financial Statements are available to the public and may be obtained from
Foresters House, 2 Cromwell Avenue, Bromley BR2 9BF,
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