Retumns under Insurance Companies Legislation
Statement of solvency
Name of company Phoenix Assurance Plc
Global business

Financial year ended 31st December 1999

Form 9

Company
registration Period ended .
number SLUKICM g —month —year Units
R9 71805 GL 31| 12 199¢ £000
As at the end of | As at the end of Source
this financial the previous
year year E
E 2| 3
=
1 2 i pr ')
GENERAL BUSINESS
Available assets
Cther than long term business assets allocated towards See instructions
general business required minimum margin ek 1and2
Required minimum margin
Required minimum margin for general business 12 12 49
Excess (deficiency) of available assets over the required 13
mintmum margm (11-12)
LONG TERM BUSINESS
Available assets
L.ong term business admissible assets 21 2336719 2210450 10 11
Other than long tenm business assets allocated towards long 22 See instnuctions
term business required minimum margin 1and 3
Total mathematicat reserves (after distribution of surplus) 23 1546108 1500266 | See instruction 4
Other insurance and non-insurance liabilities 24 94415 101454 See instruction S
J:.;arigl?nbl(ema-ﬁggg?égng term business required minimum 285 696196 608730
Implicit tems admitted under regulation 23(5) of the
Insurance Companies Regulations 1994
Future profits 31
Zillmerising 32
Hidden reserves 33
Total of available assets and implicit items (25+31+32+33) 34 696196 608730
Required minimum margin
Required minimum margin for long term business 41 184927 168205 60 68
gg::gtzqgaﬁdﬁnglgan:g:)n margin (1/6 x 41, or minimum 42 30821 280324
£ defici f available t licit ired
n::;‘szng :ﬁ?;:cé)&g)val able assels over expiic! rQQUIr 43 6653?5 580696
E deficy f available Tl d implicit it
the required minan warg Gaah P oS aver 44 511269 440525
CONTINGENT LIABILITIES
gsu;r\lgianbiiﬁ gﬁr&gmelgirl;ﬁﬁgt: lﬁ%er:: c1:; other than long term business 51 See instruction 6
guaagbi::ﬂm?ggg:&tel?obpoiﬁ i:14ra£pect of long term business as shown 52 See instruction 6
L
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Returns under Insurance Companies Legislation

Covering sheet to Form 9
Name of company Phoenix Assurance Plc
Global business

Financial year ended  31st December 1999
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Retums under Insurance Companies Legislation

Statement of net assets

Name of company

Global business

Phoenix Assurance Plc

Form 10

Financial year ended 31st December 1999
rceogngraari.’:{m Period ended
number GUUKICM “gqay month  year Units
R10 71805 GL 31 | 12 | 1999 £000
As at the end of As at the end of Source
this financiat the previous year p
year e g
1 2 = 2 S
= i &)
Long term business - admissible assets 1" 2336718 2210450 | 13 .89 . 1
Long term business - liabilittes and margins 12 2336719 2210450 | 14 . 58 . 1
Other than Long term business - admissible assets 21 13 .89 . 1
Other than Long term business - liabilities 22 15 .89 . 1
Net admissible assets (21-22) 23
Unpaid amounts (including
Other assets allowed to | share premium) on partly paid 24
be taken into account in shares
covering the required | gypptementary contributions
minimum margin for a mutual carrying on 25
general business
Liabilties allowed to be | gupordinated | ital 26
left out of accountin | oo o e
covering the required -
minimum margin gaugi'glllatwe preference share 27
Available assets (23 to 27) 29
Represented hy:
Paid up share capital (other than cumulative 54
preference share capital)
Amounts included in fines 24 to 27 above 52
Amounts representing the balance of net assets 56
Total (51 to 56) and equal to line 28 above 59
Movement of balance of net assets for solvency
purposes - as per line 56
Balance brought forward at the beginning of the
financial year 61 10 .5 . 2
Retained profit/(loss) for the financial year 62 16 .59 . 1
Movement in asset valuation differences 63 See instruction 2
i i isi d .
g:zacrzzgzel(lncrease) in the provision for adverse 64 See instruction 3
Other movements (particulars to be specified by &5
way of supplementary note}
Balance carried forward at the end of the financial year 59

(61 to 65)




Retums under Insurance Companies Legislation

Form 13

{Sheet 1)
Analysis of admissible assets
Name of company Phoenix Assurance Plc
Global business
Financial year ended 31st December 1999
Category of assets Total long term business assets
Company Category
registration Period ended . of
number GLUKICM day month year Units assets
R13 71805 GL 31 | 12 1999 £000 10
As atthe end of | As at the end of
this financiat the previous
Investments year year
1 2
Land and buildings 11 75649 77009
UK insurance Shares 21
dependants
Debt securities issued by, and loans to, dependants 22
Other insurance Shares 23
dependants
Debt securities issued by, and loans to, dependants 24
Investmenis in
group underiakings Non-insurance Shares 25 13163 11945
and participating dependants
interests Debt securities issued by, and loans to, dependants 26
Shares 27
Eingg:tgll;?:gs and Debt securities issued by, and loans to, group undertakings 28
participating
interests Participating interests 29
Debt securities issued by, and loans to, undertakings in 30
which the company has a participating irterest
Total sheet 1 (11 to 30) 39 88812 88954




Retums under Insurance Companies Legiskation

Form 13

{Sheet 2)
Analysis of admissible assets
Narme of company Phoenix Assurance Plc
Global business
Financial year ended 31st December 1999
Category of assets Total long term business assets
Company - Criogory
number GLIUKICM Period ended Units  gssets
R13 71805 GL 3 12 1999 £000 10
. As atthe end of | As at the end of
Investments (continued) . this financial the previous
Deposits with ceding undertakings year vear
Assets held to cover linked liabilities 1 2
Equity shares 41 1270502 1104781
Other shares and other variable yield securities 42
Holdings in collective investment schemes 43 94228 72446
Rights under derivative contracts 44 12054 10314
Approved securities 45 453650 547918
Fixed interest
Db socuriios and Other 45 196985 168959
other fixed income
securities Approved securities 47 13098 13154
Variable interest
Cther 48 4080 84384
Other financial
investments Participation in invesiment pools 49
Loans secured by morlgages 50 2103 2170
Leans to public or local authorities and nationalised 51
industries or undertakings
Other loans '53?.1",,2 ﬁ;cured by policies of insurance issued by the 52 680 867
Cther 53
gspp&s‘;ﬂesd":'rgdh Withdrawal subject to a time restriction of one month of less | 54
institutions and
Approed Mnancial Withdrawal subject to a time restriction of more than one
inslitutions Withdr 55 625 474
Other 56
Deposits with ceding undertakings 57 34921 32184
Index linked 58 103130 101046
Assets held to match linked liabilities
Property linked 59 31283 30467
Provision for uneamed premiums 60
Ciaims outstanding 61
Reinsurers’ share of technical provisions
Provision for unexpired risks 62
Other 63
Total sheet 2 (41 to 63) 69 2217339 2083264




Returns under Insurance Compahnies Legislation

Form 13

(Sheet 3)
Analysis of admissible assets
Name of company Phoenix Assurance Plc
Global business
Financial year ended 31st December 1999
Category of assets Total long term business assets
Company Category
registration Period ended o t
number GLIUK/CM Units  2SS8ts
R13 71805 GL 31 | 12 1999 £000 10
As atthe end of | As atthe end of
Debtors this financial the previous
Other assets year yeiar
Debtors arising out | Poficyholders 71 6976 2598
of direct insurance
operations Intermediaries 72
Salvage and subrogation recoveries 73
Due from ceding insurers and infermedianes under reinsurance business
Debtors arfsing out | accepted ns 74 51 903
of reinsurance
operations Due from reinsurers and intermediaries under reinsurance contracts ceded 75 2232
Due in 12 months or less after the end of the financial year 76 145 202
Due from
dependants .
Due more than 12 months after the end of the financial year | 77
Other debtors
Due in 12 months or less after the end of the financial year 78 9235 8088
Cther
Due more than 12 months after the end of the financial year | 79
Tangible assets 80
Deposits not subject to time restriction on withdrawal, with approved credit 81
Cash at bank and | institutions and approved financial institutions and local authorities
in hand
Cash in hand 82
Other assets {particulars fo be specified by way of supplementary note) 83
Accrued interest and rent 84 11829 16441
Prepayments and
acu-pfgd income Deferred acquisition costs 85
Other prepayments and acernued income 86
Deductions (under regulations 57 (2}(b) and 57(3) of the Insurance Companies Regulations 87
1994) from the aggregate value of assets
Total sheet 3 (71 to 86 less 87) 88 30568 28232
Grand total of admissible assets (39+69+88) 89 2336719 2210450
Reconciliation to asset values determined in accordance with the
shareholder accounts rules
Total admissible assets (as per line 89 above) 91 2336719 2210450
Total assets in excess of the admissipility Fimits of Schedule 12 of the Insurance Companies
Regulations 1984, {(as valued in accordance with those Regulations before applying admissibility limits) 92
Solvency margin deduction for insurance dependants 93
Other differences in the valuation of assets (other than for assets not valued above) 94 5617 8571
Assets of a type not valued above, (as valued in accordance with the shareholder accounts rules) a5
Total assets determined in accordance with the shareholder accounts rules (91 to 85) 99 2342336 2220021
Amounts included in line 89 attributable to debts due from related companies, other than these under
contracts of insurance or reinsurance 100 1824 3170




Retumns under insurance Companies Legislation Form 14

Long term business liabilities and margins
Name of company Phoenix Assurance Pic
Global business

Financial year ended 31st December 1999

Category of assets Total long term business assets
Company Category
registration Period ended of
number GLUKICM day month —year Units  assets
R14 71805 GL 31 | 12 | 199¢ £000 10
As at the end of As at the end of Source
this financial the previous
year year
1 2
Mathemsatical reserves, afler distribution of surplus 11 1466108 1416266 | Seelnstruction2
tﬁfgﬁgﬁexf“ had not been paid to policyholders prior to end of 12 See Instruction 3
Balance of surplus/(valuation defici) 13 1000 1000 | Ssee Instruction 4
Long term business fund carried forward (11to 13) 14 1467108 1417266 See Instruction 5
Claims outstanding which | S™% 2mount 15 11523 8370
had fallen due for payment - .
before the end of the Reinsurers' share 16
financial year
y Net (15-16) 17 11523 8370
Provisions for Taxation 21 672 1278
other risks and
charges Other 22 4017 674
Deposits received from reinsurers. 23
Direct business 3 2063 1631
Arising out of
g‘:e}'r';%":s Reinsurance accepled 32 215 4016
Reinsurance ceded 33 1928 266
Creditors and
other Debenture Secured 34
liabilities loans
Unsecured 35
Amounts owed {o credit institutions 36 28 429
Taxation 37 21430 23815
Other creditors
Other 38 50627 58879
Accruals and deferred income ' 39 1912 2096
Provision for adverse changes (calculated in accordance with regulation M
61 of the Insurance Companies Regutations 1994)
Total other insurance and non-insurance liabiiies (17 to 41) 49 94415 101454
Excess of the value of net admissible assets 51 775196 691730 | see instruction 6
Total lisbilities and margins 59 2336719 2210450
otner than those under coniacts of nsurance orremsumnce. - | 61 7281 33529
i?ﬂrzggrgz;g%ded in line 59 atfributable to liabilties in respect of property 62 : 33061 33861
oo beon takoninto secount n s ampomied schanye corteate " | 63 80000 84000 | seeinstruction 7




Retumns under Insurance Companies Legislation
Long term business liabilities and margins
Name of company Phoenix Assurance Plc

Global business

Form 14

Financial year ended 31st December 1999
Category of assets Participation
Company Category
reg:sgratlon Period ended . of
humber GLUKICM  ~gavmonith  year Units  assets
R14 71805 GL 12 | 1999 £000 11
As at the end of As at the end of Source
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus . 11 208607 178127 See Instruction 2
&zsgngonrgxas@s e::!ﬁc:h had not been paid to policyholders prior to end of 12 See Instruction 3
Balance of surplus/(valuation deficit) 13 500 500 | see Instruction 4
Long term business fund carried forward (11 to 13) 14 210107 178627 | See Instruction 5
Claims outstanding which | S™sS meunt 15 1097 2367
had failen due for payment - )
before the end of the Reinsurers’share 16
financial year
4 Net (15-16) 17 1097 2367
Provisions for Taxation 21 124
other risks and
charges Other 22
Deposits received from reinsurers 23
Direct business 21 3
Arising out of
nsurance Reinsurance accepted 32
operations
Reinsurance ceded 33
Creditors and
other Debenture Secured 34
iabiliti loans
liabilities Unsecurcd 25
Amounts owed to credit institutions 36 12 116
Taxation 37 811 1036
Other creditors
Cther 38 11402 16184
Accruals and deferred income 38 610 583
Provision for adverse changes (calculated in accordance with regulation 41
61 of the Insurance Companies Regulations 1984)
Total other insurance and non-insurancs liabilities (17 to 41) 49 13932 20413
Excess of the value of net admissible assets 51 292994 235767 See Instruction 6
Total liabilities and margins 59 517033 434807
Amounts included in line 59 attributable to liabilities to related anies,
other than those under contracts of insurance or reinsur;nce comee 61 1749 13544
Amounts included in line 58 attributable to liabilities j ot of
T inlin iabilities in respedt of property 62
Arnount of any additional mathematical reserves included in fine 51 which 63 3972 2904 See Instruction 7

have been taken into account in the appointed actuary's certificate




Retums under Insurance Companies Legislation
Long term business liabilities and margins

Name of company Phoenix Assurance Plc

Glcbal business

Financial year ended 31st December 1999

Category of assets Non-participation
Company Category
registration Period ended of
number GLUK/ICM day month year Units  assets
R14 71805 GL 31 ) 12 ) 1999 £000 12
As at the end of As at the end of Source
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus 11 1256501 1238139 | Seelnsiruction2
t?lgsgng:l‘l”pjeyse:?ich had not been paid to policyholders priorto end of 12 See Instruction 3
Balance of surplus/{vakration deficit) 13 500 500 | see Instruction 4
Long term business fund carried forward (11 to 13) 14 1257001 1238639 | See Instruction 5
Claims outstanding which | S5 amout 15 10426 6oo3
had fallen due for payment - )
before the end of the Reinsurers' share 16
financial year
y Net (15-16) 17 10426 6003
Provisions for Taxation 21 672 1154
other risks and
charges Other 22 4017 674
Deposits received from reinsurers 23
Direct business 31 2063 1628
Arising out of
insurance Reinsyrance accepted 32 215 4016
operations
Reinsurance ceded 33 1928 266
Creditors and
other Debenture Secured 34
liabilities oans Unsecared 35
Amounts owed to credit institutions 36 16 313
Taxation 37 208619 22779
Other creditors
Other 38 39225 42695
Accruals and deferred income 39 1302 1513
Provision for adverse changes {calculated in accordance with regulation a1
61 of the insurance Companies Regulations 1934)
Total other insurance and non-insurance liabifities (17 to 41) 49 80483 81041
Excess of the value of net admissible assets 51 482202 455963 See Instruction &
Total liabilities and margins 59 1819686 1775643
Al ts included in line 59 attributable to liabiliti lated ies, 1
oirl'?g:l tr;larllr{h:se urllréelrgomrgdr'ls gﬁns?.u:nlcae :J':‘feirzgt:‘;nce eompanies 61 5532 19985
L&mrﬁ: 'i‘r;cﬁ:I'Lsxded in line 59 attributable to abilities in respect of property 62 33061 33861
Amount of any additional mathematical reserves included in line 51 which 83 76028 81008 See Instruction 7

have been taken into account in the appointed actuary's ceftificate




Retumns under Insurance Cempanies Legislation

Form 17

Analysis of derivative contracts

Name of company

Global business

Business

Financial year ended

Phoenix Assurance Plc

Long term
31st December 1999

Category of assets Total long term business assets
Cat
?e%?s?raa\qzm Period ended t:vfa egory
number GL/IUKICM day month  year Units assets
R17 71805 GL 31 | 12 1999 £000 10
As at the end of this financial year | As at the end of the previous year
Derivative contracts — —
Assets Liabilities Assets Liabilities
1 2 3 4
Fixed-interest securities { 11
Equity shares 12
Futures
contracts Land 13
Currencies 14 197 747
Other 15
Fixed-interest securities | 21
Equity shares 22 12985 10541
Options Land 23
Currencies 24
Other 25
Fixed-interest securities | 31 315 468
Equity shares 32
Contracts
for Land 33
differences
Currencies 34
Cther 35
Adjustments for variation margin 41 {1128) 974)
Total (11 to 41) 49 12054 315 10314 469

10




Retumns under insurance Companies Legislation

Long term business : Revenue account
Name of company Phoenix Assurance Plc
Global business
Ordinary business
Financial year ended 31st December 1999
Name and number of fund Summary

Company

No of

Form 40

No of

P o T e onm My B
R40 71805 GL ' 31 i 12 | 1988 ‘ £000 oB 898 i)
The financial | Previous year
year
Items to be shown net of reinsurance ceded ’ 2
Earned premiums 1 249957 223111
investment income receivable before deduction of tax 12 856418 899510
Increase {decrease) in the value of non-linked assets brought into account 13 93163 95751
Increase (decrease) in the value of linked assets 14 22499 19808
Other income 18
Total income (11 to 15) 19 455037 438180
Claims incurred 21 293448 247605
Expenses payable 22 57704 47635
Interest payable before deduction of tax 23 1614 2041
Taxation 24 457 9020
Other expenditure 25 3472
Transfer to (from) non technical account 26 48500 42420
Total expenditure (21 to 26} 29 405195 348721
Increase (decrease) in fund in financial year {19-29) 39 49842 89459
Fund brought forward 49 1417266 1327807
Fund caried forward (39+49) 59 1467108 1417266

11




Retums under Insurance Companies Legislation

Long term business : Revenue account
Name of company Phoenix Assurance Plc
Global business
Ordinary business
Financial year ended Jist December 1999

Name and number of fund Participation 1

Form 40

Company No of No of
registration Periad ended . fund/ part of
number GLAUKICM day month  year Units OBIB  Summary Fund
R40 71805 GL 31| 12 1999 £000 OB 1 1
The financial Previous year
year
Items to be shown net of reinsurance ceded 1 2
Earned premiums 1 44132 43377
investment income receivable before deduction of tax 12 14982 14785
Increase {decrease) in the value of non-linked assets brought into account 13 {44) (2829
Increase (decrease) in the value of finked assets 14
Other income 15
Total income (11 to 15) 19 58070 55333
Claims incurred 21 25589 41866
Expenses payable 22 1713 1456
Interest payable before deduction of tax 23 18 53
Taxation 24 270 2238
Other expenditure 25
Transfer to (from) non technical account 26
Total expenditure (21 to 26) 29 27590 45613
Increase (decrease) in fund in financial year (19-29) 39 31480 9720
Fund brought forward 49 178627 168907
Fund carried forward (39+49) 59 210107 178627

12




Retums under Insurance Companies Legislation

Long term business : Revenue account

Name of company Phoenix Assurance Plc
Global business

Ordinary business

Financial year ended 31st December 1999
Name and number of fund Non-participation 1

Company

Form 40

No of No of

ot bl GLIUKICM daype::dn:‘nde;ar Units oBAB gut?n?ruary l'gau:rtntc'f
R40 71805 GL 31 12 | 1999 £000 oB 1 2
The financial | Previous year
year
Items to be shown net of reinsurance ceded ] 2
Earned premiums 11 205825 179734
Investment income receivable before deduction of tax 12 74436 84725
Increase (decrease) in the value of non-linked assets brought into account 13 93207 985380
Increase {decrease) in the value of linked assets 14 22499 19808
Other income 15
Total income (11 to 15) 19 395967 382847
Claims incurred 21 267859 205739
Expenses payable 22 55991 46179
interest payable before deduction of tax 23 1596 1988
Taxation 24 187 6782
Other expenditure 25 3472
Transfer to (from) non technical account 26 48500 42420
Total expenditure (21 to 26} 29 377605 303108
Increase (decrease) in fund in financial year (19-29) 39 18362 79739
Fund brought forward 49 1238639 1158900
Fund carried forward {39+49) 59 1257001 1238639

13




Retumns under Insurance Companies Legisiation

Long term business : Analysis of premiums and expenses

Name of company Phoenix Assurance Plc
Global business
Ordinary business
Financial year ended 31st December 1999

Name and number of fund Summary

Form 41

Company No of No of
registration Period ended . fund/ patt of
number GLUKI/ICM day month year Units QBB  Summary Fund
R41 71805 GL |31 | 12 | 1999 \ £000 ‘ oB ! 99 0
Gross Payable to or Net of
recoverable from reinsurance
reinsurers (1-2)
1 2 3
Life assurance and | Single premium 11 661 661
geheral annity
contracts Regular premium 12 46048 3248 42800
Pension business | Single premium 13 41684 41684
contracts
Regular premium 14 111107 4826 106281
Permanent heatth | Single premium 15
Eamed | coniacs Regular premi 16 74206 15675 58531
premiums in egular premium
the financial - -
year Single premium 17
Other contracts
Regular premium 18
Single premium 19 42345 42345
Total premiums
Regular premium 29 231361 23748 207612
Total premiums at | UK contracts 3 268456 23729 244727
lines 19 and 29
atirtbutable to Overseas contracts 32 5250 20 5230
Commission payable in connection with
acquisition of business 41 11085 (1463) 12558
Other commission payable 42 10710 2020 8690
Management expenses in connection with
Expenses acquisition of business 43 26192 26192
payable in Mana : " -
: gement expenses in connection with
;hezfr'lnanmal maintenance of business 4“4 10264 10264
Other management expenses 45
Total expenses (41 to 45) 49 58261 557 57704
Total expensesat | UK contracts 51 57553 556 56997
line 49 attributable
to Overseas contracts 52 708 1 707

14




Retums under Insurance Companies Legislation Form 41

Long term business : Analysis of premiums and expenses
Name of company Phoenix Assurance Plc
Global business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund  Participation 1

Company No of No of

registration Period ended . fund/ part of
number GLAUKICM day month year Units OBAB  Summary Fund
R41 71805 GL 31 12 | 1999 £000 oB 1 1
Gross Payable to or Net of
recoverable from reinsurance
reinsurers {1-2)
1 2 3
Life assurance and | Single premium 11
general annuity
contracts Reguiar premium 12 1966 54 1912
Pension business | Single premium 13 35253 35253
contracts
Regular premium 14 6967 6967
Permanent heatth | Sindle premium 15
coniracts
Sraerr%?tfms in Regular premium 16
the financial - -
year Single premium 17
Other contracts
Regular premium 18
Single premium 19 35253 35253
Total premiums
Reguiar premium 29 8933 54 8879
Total premiums at | UK contracts 31 44177 54 44123
lines 19 and 29
atiributable to Overseas contracts 32 9 ]
Commission payable in connection with
acquisition of business # 32 32
Other commission payabie 42 6 1 5
Management expenses in connection with
Expenses acquisition of business
payabie in Mana - - -
: gement expenses in connection with
;t;ezﬂf"lnanmal maintenance of business 44 1676 1676
Other management expenses 45
Total expenses (41 to 45) 49 1714 1 1713
Total expenses at | UK contracts 51 1714 1 1713
fine 49 attributable
0 Overseas contracts 52

15



Retumns under Insurance Companies Legislation Form 41

Long term business : Analysis of premiums and expenses
Name of company Phoenix Assurance Plc
Global business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund Non-participation 1

Company No of No of
registration Pericd ended fund/ part of
number GLUK/CM day month year Units OBNB Summary Fund
R41 71805 GL 31 | 12 | 1999 £000 OB 1 2
Gross Payable to or Net of
recoverable from reinsurance
reinsurers (1-2)
1 2 3
Life assurance and | Single premium 11 661 661
general annuity
contracs Regular premium 12 44082 3194 40388
Pension business | Single premium 13 6431 6431
contracts
Regular premium 14 104140 4826 99314
Pomanent heatth | SiNdle premium 15
Earned contracts " ;
premiums in Regular premiurm 16 74206 15675 58531
the financial - -
year Single premium 17
. Cther contracts
Regular premium 18
Single premium 19 7092 7092
Tatal premiums
Regular premium 29 222428 23695 198733
Total premiums at | UK contracts 31 224279 23675 200604
lines 19 and 29
atrlbutable to Overseas contracts 32 5241 20 5221
Commission payable in connection with
acquisition of business 41 11063 (1483) 12526
Other commission payable 42 10704 2019 8685
Management expenses in connection with '
Expenses acquisition of business 43 26192 26192
payable in Mana " - -
; gement expenses in connection with
;};‘:?nanmal maintenance of business “ 8588 8588
Cther management expenses 45
Total expenses (41 to 45) 49 56547 556 55991
Totalexpenses at | UK contracts 51 55839 555 55284
line 49 atiributable
to Overseas contracts 52 708 1 707

16




Retums under Insurance Companies Legislation
Long term business : Analysis of claims
Name of company Phoenix Assurance Plc
Global business

Ordinary business
Financial year ended 31st December 1999

Name and number of fund Summary

Form 42

Company No of No of
registraticn Period ended . rt of
number GL/UKICM day month year Units OBAE  Summary Fund
R42 71805 GL 31 | 12 | 19%¢ £000 OB 99 0
Gross Recoverable Net of
from reinsurers reinsurance
Claims incurred in the financial year T (1-2)
1 2 3
On death 11 22760 1109 21651
By way of lump sums on maturity 12 10541 1673 3868
i By way of annuity payments 13 503 503
ife
assurance | By way of payments arising from other
and annuity | insured events 14
contracts
On surrender or partial surrender 15 29274 2871 26403
e (11 1o 1) o and annuity 19 63078 5653 57425
On death 21 63499 3641 59858
By way of lump sums on vesting 22 14419 14419
Pension
business | By way of vested annuity payments 23 20603 1 20602
contracts
On surrender or partial surrender 24 112522 112522
Total pension business claims (21 to 24) 29 211043 3642 207401
By way of lump sums K3
Permanent
health By way of periodical payments 32 38098 9476 28622
contracts
Total permanent health claims (31+32) 39 38098 9476 28622
By way of lump sums 41
c?;zsr;cts By way of periodical payments 42
Total claims (41+42) 49
Total claims (19+29+39+49) 59 312219 18771 293448
Total claims at line | YK contracts 61 300857 18771 291086
59 attributable to Overseas contracts 62 2362 2362

17




Retums under Insurance Companies Legislation
Long term business : Analysis of claims
Name of company Phoenix Assurance Plc
Global business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund  Participation 1

Form 42

Company No of No of
registration Period ended . fund/ it of
number GLAUKICM day —month year Units OBNB  Summary Fund
R42 71805 GL 31 | 12 | 1999 £000 oB 1 1
Gross Recoverable Net of
: from reinsurers reinsurance
Claims incurred in the financial year (1-2)
1 2 3
On death 11 1003 56 947
By way of lump sums on maturity 12 5638 708 4930
Lif By way of annuity payments 13
ife
assurance | By way of payments arising from other
and annuity | insured events 14
contracts
On surrender or partial surrender 15 804 804
Total life assurance and annuity
claims {11 to 15) 19 7445 764 6681
On death 21 55 55
By way of lump sums on vesting 22 5114 5114
Pension
business | By way of vested annuity payments 23
contracts
On surrender or partial surrender 24 13739 13739
Total pension business claims (21 to 24) 29 18908 18908
By way of lump sums 31
Permanent
health By way of periodical payments 32
contracts
Total permanent health claims (31+32) 3¢
By way of lump sums 41
ggter;cts By way of periodical payments 42
Total claims (41+42) 49
Total claims (19+29+39+49) 59 26353 764 25589
Total qlairns at line UK contracts 61 26263 764 25499
59 atiributable to Qverseas contracts 62 90 90

18




Returnhs under Iinsurance Companies Legislation
Long term business : Analysis of claims
Name of company Phoenix Assurance Plc
Global business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund Non-participation 1

Form 42

Company i No of No of
registration Period ended . fund/ rt of
number GLUKI/ICM gay month —year Units OBlB  Summary Fund
R42 71805 GL 3 12 199¢ £000 OB 1 2
Gross Recoverable Net of
. from reinsurers reinsurance
Claims incurred in the financial year (1-2)
1 2 3
On death 11 21757 1053 20704
By way of lump sums on maturity 12 4903 965 3938
Lif By way of annuity payments 13 503 503
ife
assurance | By way of payments arising from other
and annuity | insured events 14
contracts
On surrender or partial surrender 15 28470 2871 25599
e 35 oy e and annulty 19 55633 4889 50744
On death 21 63444 3641 59803
By way of lump sums on vesting 22 9305 9305
Pension
business | By way of vested annuity payments 23 20603 1 20602
contracts
On surrender or partial surrender 24 98783 98783
Total pension business claims (21 to 24) 29 192135 3642 188493
By way of lump sums 31
Permanent
health By way of periodical payments 32 38098 9476 28622
contracts
Total permanent health claims (31+32) 39 38093 9476 28622
By way of lump sums 41
ggﬁ;as By way of periodical payments 42
Total claims (41+42) 49
Total claims (19+29+39+49) 59 285866 18007 2678859
Total claims at line | V¥ contracts 61 283594 18007 265587
59 attri
attributable to Overseas contracts 62 2272 2272
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Retumns under Insurance Companies Legislation Form 44

Long term business : Aggregate revenue account for internal linked funds
Name of company Phoenix Assurance Plc

Globat business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund  Ordinary long term summary 1

?e‘ginstpraatn?;n Period ended ?.',?.ﬂ ::‘:rtdof
number GL/UKICM day month year Units OB/IBE Summary Fund
R44 71805 GL 31 | 12 | 1999 £000 OB 1 99
Value of total creation of units 11
Investment income attributable to the funds before deduction of tax 12 8
Increase (decrease) in the value of investments in the financial year 13 49
Other income 14
Total income (11 to 14) 19 57
Value of tofal canceliation of units 21 23
Charges for management - 22 1
Charges in respect of tax on investment income 23
Taxation on realised capital gains 24 1
Increase (decrease) in amount set aside for tax on capital gains not yet realised 25
Other expenditure 26
Total expenditure {21 to 26) 29 25
increase (decrease) in funds in financial year {18-29) 39 32
Internal linked funds brought forward 49 309
Internal linked funds carried forward {39+48) 59 341
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Retumns under Insurance Companies Legisfation Form 45

Long term business : Supplementary information for internal linked funds
Name of company Phoenix Assurance Plc

Global business

Ordinary business

Financial year ended 31st December 1999

Name and number of fund  Ordinary long term summary 1

Company No of No of
registration Period ended fund part of
number GLIUKICM —gay month —year Units OBB Fund
R45 71805 GL 31 | 12 | 19939 £000 oB 1 99
Amount of Percentage | Percentage Liquidity Valuation
taxable provisien for | provision for | percentage | price perunit
unrealised tax on tax on
Name of fund capital gain unrealised realised
or loss capital gains | capital gains
1 2 3 4 5 6
Ebor Equity Endowment (3.68) 12.6435
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PHOENIX ASSURANCE PLC

SCHEDULE 4
Valuation Report on the Long Term Insurance Business of the

Phoenix Assurance plc made by the Appointed Actuary

1
The date of the valuation was 31st December 1999.
2
The date of the previous valuation was 31st December 1998.

3

The valuation is in conformity with Reguiation 64 of the Insurance Companies Reguiations
1994.

4

Ha){i) The Unitised With Profits Fund is part of the ordinary long term business fund which is
invested in a wide spread of fixed interest stocks, shares and property assets. Oniy
one policy type is invested in this fund. This is the UWP Group Pensions contract
which is reassurance accepted from Sun Alliance and London Assurance Company
Limited (SALAC). This is only available for group pension schemes which were
previously invested in Retirement Funds issued by SALAC and Growth Funds issued
by the company.

Both regular and single premiums may be payable. 100% of the premium is used to
purchase units in the Unitised With Profits Fund at the current price at the time the
investment is received. There is no bid / offer spread.

Administration charges vary by scheme and are met by cancellation of units. Units are
cancelled to meet the cost of claims on a first in first out basis.

There is a deduction for discontinuance within the first 5 years of transfer from a
Retirement Fund or Growth Fund of 10% initially, reducing to zero.

There are no management charges on the unifs. The profits are distributed by a
regufar increase in the unit price.

Additionally a Terminal Bonus may be added to refiect profits and investment returns
received above that provided for by the annual bonus. Over some periods of
investment the underlying assets may not achieve a rate of return reflected in the
bonus already added. This might be because of a sustained period of lower than
expected investment returns or because of a fall in the value of investments generally.
In such circumstances the Company may make a deduction (known as a Market
Value Adjustment) to ensure that policyholders who cash in their investment do not
gain an unfair advantage over those whose investments remain. Terminal Bonus and
Market Value Adjustment are determined using asset-share methods as described in
more detail in section 14.

No Market Value Adjustment will be applied on normal claims arising under UWP
Group Pension policies. However the Company reserves the right to apply a Market
Value Adjustment in the case of full or partial discontinuances or special benefit
enhancements.

{if) The liability has not been adjusted o allow for current or future levels of Terminal
Bonus or Market Value Adjustment.
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iii)

(iv)

(v}

(b)

There are no guaranteed investment retums or guaranteed bonus rates other than
the guarantee that the unit price will not go down.

There are no guaranteed surrender values; other than that no Market Value
Adjustment will be applied in certain circumstances as described in paragraph
4.1.(a)(i) above.

The contract has no material options, except that on the transfer to this contract from
a Retirement Fund or Growth Fund, a scheme may elect to retain the option to effect
a purchase of annuities on the same guaranteed rates as existed under the original
contract. As at the valuation date one scheme that had made the fransfer, had made
this election.

Pension and Annuity Contracts
Growth Fund

This contract is closed to new business. All existing Growth Funds are in the process
of discontinuing.

Premiums paid under Growth Fund group pension policies are credited to an Annuity
Account. Allowance for capital gains on equities and for interest is made through
Growth Factors and Accumulation Factors respectively caiculated by the Company.
These are related to the performance of the stock market indices referred to in the
policies. The Growth Factor reflects the gains in equities only to the extent that they
are considered by the Company to be permanent in view of the guarantees set down
below. Service charges and the cost of benefits are debited from the Annuity
Accounts as they arise.

(i) The surrender value is determined by the Company having regard to the
notional assets underlying the annuity account and to the level of the indices
and the prices of fixed interest stock reiated to such assets at the relevant
time. '

(i) The following guarantees are given in respect of the Growth Fund Policy:-

* Accumulation Factor not less than 4%% per annum during a ten year
period from commencement.
* Growth Factor can never be negative.

(i) Since all schemes are now in the process of discontinuing, ne Accumulation
Factor was applied during 1999.

{iv) Annuity rates are guaranieed in respect of all retirements during a ten year
period. Specimen guaranteed annuity rates for single life non escalating
annuities payable monthly in advance with a five year guarantee period are as

follows:
Cash Equivalent to a £10
p.a. annuity
Age Male Female
60 110 120
65 80 110
(v) There are no other material options.
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2. PPSE, EPP and VPP

Pension Plans are of three types. The Pension Plan for the Self Employed (PPSE) is
a deferred annuity contract approved under section 226 of the Income and
Corporation Taxes Act 1970. The Executive Pension Plan (EPP) is designed for
treatment as an exempt approved scheme as defined in the Finance Act 1970. The
Voluntary Pension Plan (VPP} provides additional benefits at retirement for members
of approved company pension schemes through voluntary contributions of the
member.

Under these contracts premiums for retirement benefits are paid into a Pension
Account, interest being declared monthly in advance and compounded annually.

On death during the deferred period RNI contracts return all the premiums paid into
the Pension Account without interest and RWI contracts return the whole of the
Pension Account. There is no return on death under the NR contract.

Details of the charging structure for Pension Plans are:-
Regular Premiums

. PPSE contracts. All interest rates applicable to the investment of the first two
years' premiumns are reduced by 5 percentage points for RWI contracts or 3
percentage points for RNI contracts except that where premiums commence
after age 55 the charge is 5% of all premiums for RWI contracts or 2% of all
premiums for RNI contracts. Similar provisions apply to increases in
premiums.

. EPP and VPP contracts. Where the term {or outstanding term in the case of
an increase in premium) is less than 10 years the amount of premium
‘withheld from investment is 2% for each year (or part year) that the term at
outset (or outstanding term in the case of an increase) is less than 10 years.
All interest rates applicable to the investment of the premiums paid in the first
two years are reduced by 4%, 3% and 2% for RWI, RNI and NR contracts
respectively and similar reductions apply for any increase in premiums.

Single Premiums

. PPSE contracts. A charge of 5% of premium for RWI contracts and 2% for
RNI contracts but in the latter case the reduction only applies after age 55.

) EPP contracts. For RWI contracts a charge of 7.5% of premium and for
others a charge ranging uniformly from 5% to 7.5% for RNI contracts and
from 2% to 7% for NR contracts accordingly as the outstanding term is in the
range from ten or more years to less than one year.

(D) The surrender value is determined as the full value of that part of the pension
fund accumulated at the full declared rate of interest and a proportion of that
part of the fund arising from contributions earning the lower rate of interest.

{ii) The declared rate of interest under the Pension Plan is guaranteed to be at
least equivalent to the Building Societies Association Recommended
Mortgage Rate or, if this rate is not available, to a comparable rate
determined by the Company. Currently the Halifax Plc Mortgage Rate is
used.

(i) The interest rates applied during 1999 were 7.70% in January, 7.45% in
February, 6.95% in March and April, 6.85% from May to September, and
6.99% from October to December. Currently the Halifax Plc mortgage rate is
used.
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(c)

(iv) The nature of the Pension Plans is such that the amount of the annuity per
annum is not determined until the date of vesting. No annuity per annum is
shown for these contracts. '

v) There are no other material options.

The following details relate to non-linked contracts not fully described by the entry in
column 1 of Form 51:-

Permanent Assurances
Capital Investment Plan is a combination of two contracts:

{(a) A single Premium Pure Endowment to age 100 (without return on death) for
an amount equal to the single premium with a guaranteed bonus of 1% of the
single premium allocated each guarter. The bonus can be surrendered for its
face value.

(b) A Single Premium Term Assurance for an amount equal to 95% of the single
premium for the Pure Endowment in (&) above payable on death prior to age
100. The premium payable was 1% of the single premium for the Pure
Endowment in (a) above.

Trustees Protected Portfolio is a combination of a single premium unit trust
investment and a single premium whole life assurance where the sum assured is the
excess of the total single premium over the current value of the unit trust investment.
Only the whole life assurance is written in Phoenix.

Temporary Assurances

Convertible Term Assurances give the right of conversion at any time during the term
into a Whole Life or Endowment Assurance, with or without profits, or a Temporary
Assurance expiring at age not greater than 65, for the same or any smaller sum
assured (subject to a certain minimum amount), without further evidence of health, at
the rate of premium for the age when conversion is made. For pclicies applied for
after 1988 there is no right of conversion to Temporary Assurance.

Renewable Convertible Term Assurances are five year convertible term assurance
policies with the option at the end of the five years if then under age 60 (and at the
end of each succeeding five year period if still under age 60} to renew the policy for a
further five years. On each such renewal the sum assured then in force may be
increased by up to 50% without evidence of health. The option described above for
Convertible Term Assurance also applies to Renewable Convertible Term
Assurances and may be exercised at any time. If this option is exercised on an
annual renewal date and the five year period expires before age 60 the sum assured
may be increased by up to 10% for each year since the beginning of the current five
year period. This contract was closed to new business from April 1988.

The Increasing Protection Plan is a ten year convertible term assurance where the
sum assured and premium increase by 10% simple each year. At the end of ten
years the policy can be renewed at premium rates then in force without further
evidence of health and for twice the initial sum assured under the previous policy.
The pelicy can continue to be extended in this way while the life assured is under age
55. Once past age 55, the policy can be exiended to the next policy anniversary
following the life assured’s 65th birthday. At any time part or all of the sum assured
may be converted without evidence of health to Whole Life or Endowment, or Term
Assurance expiring not later than age 65. This contract was closed to new business
from April 1988.

Personal Pension Scheme Term Assurance provides level cover for a term of three

years, with the option to renew the policy at the end of each three year period without
further evidence of health. Renewal is on terms and conditions applying at that date.
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This contract was first issued by Sun Alliance & London Assurance Company Limited
in July 1988.

Flexible Business Protection Plan is a five year renewable, convertible level term
assurance with the option at the end of each five year period, if under age 60, to
renew the policy for a further five years without further evidence of health. The policy
can be converted at any time during the term into a unit linked or with profits Whole
Life Assurance or a with profits Endowment Assurance. This contract was first issued
by Sun Alliance & London Assurance Campany Limited in April 1988.

Some sponsored Group Life assurance schemes give an employee the option, within
one month of leaving the service of the employer, to effect 2 Whole Life or
Endowment Assurance, or a Level Term Assurance expiring at the scheme risk
ceasing age, for a sum assured up to the amount for which the employee was
assured under the Group Life policy. This option applies only to a few schemes

where it has been specially negatiated. '

The Company guarantees the rate of premium for all premiums paid in respect of a
certain period (usually two or three years) for Group Life assurance schemes, but with
the right to revise the rates for all premiums payable thereafter.

Permanent Health Insurance

Certain individual contracts are written for an initial ten year period with the option on
payment of an additional premium during the currency of the contract to extend the
contract without evidence of health or occupation for further ten year periods or for the
period up to the terminating age selected at the outset.

Individual policies providing level benefits for employed persons may contain the
following opticns on payment of additional premiums

{i) To increase the benefits at each annual renewal date without evidence of
health until the {otal of such increases reaches the lesser of 50% of the initial
benefit or £10,000 per annum benefit. For policies applied for after April 1988
such increases are permitted only within five years of submitting medical
evidence.

(i) To increase the benefit when a claim is in course of payment by up to 5% per
annum. At the end of the claim period the benefit reverts to the original level.

Group schemes give an employee the option, to be exercised within one month of
leaving service, of effecting an individual policy without evidence of health for the
same or smaller benefits as long as the terminating age is not increased. This option
is only available for employees leaving service at ieast 5 years before the scheme
terminating age. -

The Company guarantees the rate of premium for all premiums paid in respect of a
certain period {usually two or three years) for group schemes but with the right to
revise the rates for all premiums payabie thereafter.




Reassured Contracts

The Company accepts reassurance, on original terms, of Individual Term Assurance
and Permanent Health Insurance policies issued by the Sun Alliance and London
Assurance Company Limited. The policies concerned are of the same types as those
described in sections B and C above except for Life Plus which includes a Terminal
liness Benefit which allows the Sum Assured to become payable immediately if a
terminal iliness is diaghosed before the start of the last policy year. Hence all
subsequent references to the contracts and descriptions of the valuation methods and
bases apply equally to policies written directly by the Company or by way of
reassurance from Sun Alliance and London Assurance Company Limited. For
policies effected after June 1987 all options to convert to Whole Life or Endowment
Assurances remain with Sun Alliahce and London Assurance Company Limited.

The Company also accepts reassurances, on original terms, of Progressive
Protection policies issued by Sun Alliance and London Assurance Company Limited.
This product is & term assurance written to the policy anniversary preceding the life
assured’s 70th birthday. Premiums are reviewed annually on & recurring single
premiumn basis and are not guaranteed. Payment of the death benefit is accelerated
if a terminal illness is diagnosed. Additionally, optional benefits payabie on the
occurrence of a critical illness or total permanent disability are available; these are
reassured into the Phoenix PHI Fund. Further details of this business are given in the
Returns of Sun Alliance and London Assurance Company Limited.

In the past the Company has accepted reassurances, on a facultative basis, of
ordinary with profits Endowment Assurances and Immediate Annuities issued by the
Sun Alliance and London Assurance Company Limited.

The Company accepts reassurances under treaty, on a risk premium basis, of the
following benefits on unit-linked and unitised with-profits contracts written by Sun
Alliance.and London Assurance Company Limited:

(@) the life cover in excess of the value of the units (subject to a maximum
reassurable sum on each life) on all confracts in force which are of the
following types:

Life: Universal Protection Plan
Mortgage Savings Plan
Regular Savings Plan

Pensions: Individual Personal Pension Plan
Group Personal Pension Plan
Personal Additional Pension Plan
Executive Pension Plan
Company Pension Scheme
Company Additional Pension Scheme

(b) additionally, in the case of Universal Protection Plan, all benefits in force
under the Living Benefit and Medical Expenses sections of the contracts.
These benefits are reassured into the PHI Fund. The former provides
benefits in the event of certain critical illnesses or total permanent disability;
the latter provides benefits in the event of specified types of major surgery.

The business referred to above is described further in the Returns of Sun Alliance
and London Assurance Company Limited.

The Company also accepts reassurance under a treaty, on a risk premium basis, of
part of the life cover relating to certain linked contracts written in Royal & Sun Alliance
Linked Insurances Limited.
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(1)

There is a further agreement in force whereby the whole of the fiability in respect of
Retirement Fund policies, written by Sun Alliance and London Assurance Company
Limited in its UK Pensions Business Fund, is reassured to the Company. This
business comprises with-profit group pensions deferred annuity contracts, and is
described further in the Returns of Sun Alliance and London Assurance Company
Limited.

5

The foliowing details relate to linked contracts:-

Promise Bond, Rose Bond, Lotus Bond, Azalea Bond and Carnatign Bond

(a)
(b)
{©
(d)

(e)

Promise Bond, Rose Bond, Lotus Bond, Azalea Bond, Carnation Bond
United Kingdom, Life, direct, non profit index linked business.
Single Premiums

Promise Bonds are single premium endowment assurances with a term of 5.5 years.
They provide either guaranteed growth or a guaranteed income plus, in all cases, a
potential additional benefit at maturity contingent upon the movement in the FT-SE
100 Index over the term of the contract.

Rose Bonds are single premium endowment assurances with a term of 5 years.
They provide guaranteed growth plus a potential additional benefit at maturity
contingent upon the movement in the FT-SE 100 Index over the term of the
confract.

Lotus Bonds are single premium endowment assurances with a term of 5 years.

They provide guaranteed growth plus a potential additional benefit at maturity
contingent upon the movement in the Nikkei Stock Index 300 over the term of the
contract.

Azalea Bonds are single premium endowment assurances with a term of 5 years.
They provide either guaranteed growth or a guaranteed income plus, in all cases, a
potential additional benefit at maturity contingent upon the movement in the Nikkei
Stock Index 300 over the term of the confract.

Carnation Bonds are single premium endowment assurances with a term of 6 years.
They provide guaranteed growth plus a potential additional benefit at maturity
contingent upon the movement in the Nikkei Stock Index 300 over the term of the
contract.

In all cases the death benefit is the greater of the amount initially invested or 101% of
the surrender value at the date of death.

For Promise Bonds, growth bonds provide a guaranteed return at maturity of 136% of
the amount invested, whilst income bonds provide a guaranteed income of 6% p.a.
for the first five years of the contract term together with a return at maturity of the
arnount initialty invested.

Rose Bonds are growth bonds providing a guaranteed return at maturity of 117% of
the amount invested.

Lotus Bonds are growth bonds providing a guaranteed return at maturity of 135% of
the amount invested.
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(9)
(h)

U]

{)
(k)

(M

For Azalea Bonds, growth bonds provide a guaranteed return at maturity of 133% of
the amount invested, whiist income bonds provide a guaranteed income of 6% p.a.
over the ferm of the contract together with a return at maturity of the amount initially
invested.

Carnation Bonds are growth bonds providing a guaranteed return at maturity of
142% of the amount invested.

The costs of setting up and administering the Bonds are incorporated into the
respective terms on which the policies were offered.

In respect of both growth bonds and income bonds, 100% of the single premium is
invested; although, in the case of each product, a small enhancement to this rate,
dependent on the date the investment was received, was applied to investors who
subscribed early.

Not applicable.

For all Bonds, the surrender vaiues are not guaranteed and will depend upon financiai
conditions at the time.

For Promise Bonds, the additional benefit payable, as described above, on the
maturity date of all the contracts is a percentage of the amount invested. This
percentage equals 25% of any growth in the FT-SE 100 Index in excess of 30%

over the term of the contract. For this purpose the starting value of the Index is that
prevailing on the issue date of the contract; the closing value is the average value of
the Index over the final 12 months of the contract.

For Rose Bonds, the additional benefit payable, as described above, on the maturity
date of the contracts is a percentage of the amount invested. This percentage equals
100% of any growth in the FT-SE 100 Index in excess of 17% over the term of the
contract. For this purpose the starting value of the Index is that prevailing on the
issue date of the contract; the closing value is the average value of the index over the
final 12 months of the contract.

For Lotus Bonds, the additional benefit payable, as described above, on the maturity
date of the contracts is a percentage of the amount invested. This percentage equals
50% of any growth in the Nikkei Stock Index 300 in excess of 70% over the ferm of
the contract, subject to a maximum of 35%. For this purpose the starting value of the
Index is that prevailing on the issue date of the contract; the closing value is the
average value of the Index over the final 24 months of the contract.

For Azalea Bonds, the additional benefit payable, as described above, on the maturily
date of all the contracts is a'percentage of the amount invested. For growth bonds,
the percentage equals 50% of any growth in the Nikkei Stock Index 300 in excess of
66% over the term of the contract, whilst for income bonds the percentage equals
50% of any growth in the Nikkei Stock Index 300 in excess of 60% and is subject to a
maximum of 6%. For this purpose the starting value of the Index is that prevailing on
the issue date of the contract; the closing value is the average value of the index over
the final 24 months of the contract.

For Carnation Bonds, the additional benefit payable, as described above, on the
maturity date of the contracts is a percentage of the amount invested. This
percentage equals 50% of any growth in the Nikkei Stock Index 300 in excess of 84%
over the term of the contract. For this purpose the starting value of the Index is that
prevailing on the issue date of the contract; the closing value is the average value of
the Index over the final 24 months of the contract.

All features material to the basis and method of valuation have been disclosed.

Promise Bonds, Rose Bonds, Lotus Bonds, Azalea Bonds and Carnation Bonds are
closed to new business.

Not appiicable.
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RPI Linked Annuities

(a)
(b)

(c)
(d)

RPI Linked Annuities.
Type of contract:

United Kingdom business

Pension business

Direct written business and reassurances accepted

Non-profit policies

Annuity in payment/reversionary annulity

Index linked
Single premium only.
The amount of annuity payable is linked to the Retail Price Index. Increases are
made annually on the policy anniversary, starting one year after the issue date, for
both immediate and reversionary annuities. On some policies the increase is limited
to a maximum percentage (e.g. 5%).
There are no guaranteed investment retumns.

Appropriate allowance for the costs of establishing and administering the contracts
was included in the premium rates on which the policies were issued.

Not applicable.

The benefits are determined with reference to the Retail Price Index. The annuity is
increased by the annual rate of increase of the Index.

All features material to the basis and method of valuation have been disclosed.
The contract was open to new business in the year to the valuation date.

Not applicabie.

Wealth Assured Contracts

(a)

(b)
(c)

Woealth Assured Endowment
Wealth Assured (Ten + Ten) Endowrnent
Wealth Assured Bond (Whole Life)

United Kingdom, Life, direct, non profit property linked business.

Wealth Assured Endowment contracts and Ten + Ten contracts are regular premium.
Woealth Assured Bonds are single premium only.




(d)

(e)

M

Wealth Assured Endowment contracts

Wealth Assured Endowment coniracts are Endowment assurances payable at age 65
or on earlier death. 90% of each monthly premium (excluding the policy fee) is
invested in units of the Wealth Assured Fund, and the sum payable at maturity or on
earlier death is the value of the units allocated to the policy, at the last bid price. At
maturity there is an option to centinue paying premiums in lieu of taking the cash
value. At the end of ien years from the inception of the contract, or any time
thereafter, the coniract may be terminated and the policy-hclder receive a cash sum
equal to the value, at the last published bid price, of all units aliocated to the contract.

For contracts issued before April 1979 there is a guarantee that at the end of ten
years and throughout the eleventh year the sum payable will not be less than 100% of
the total premiums paid (excluding the policy fee). This proportion will increase by 1%
at each policy anniversary until final maturity.

For later contracts the minimum sum assured payable at the end of ten years for each
£10 per month premium {excluding policy fee) is £1000 and this amount increases by
£125 for males and £140 for females at the end of each complete year thereafter until
final maturity.

Wealth Assured Ten + Ten contracts

Ten + Ten contracts are ten year endowment contracts with option at the end of the
ten years 1o continue the contract for further periods of ten years.

The sum payable at maturity or on earlier death is the cash value of units allocated to
the policy at the iast published bid price. There is a minirmum payment on death of
seven and one half times the annuai premium.

At the inception of the contract, there is an option of adding a maturity guarantee
under which in return for a reduction of 1% in the percentage of each premium
invested, the contract guarantees that the minimum sum payable at the end of ten
years is the total of the premiums paid.

Wealth Assured Bonds

Wealth Assured Bonds are single premium Whole Life assurances under which an
amount equal to the whole of the premium is invested in units of the Wealth Assured
Fund.

The amount payable on death is expressed in terms of the cash value of the bond,
but is always higher than the cash value. For age attained at death up to and including
31, the guaranteed minimum sum payable on death is three times the cash value. For
higher attained ages at death, the guaranteed sum payable is a lower multipie of the
cash vaiue, for example at age 70 the multiple is 1.03.

There are certain guaranteed benefits on maturity and surrender as described in (d)
and (h).

The company recovers its costs from the policies as follows:
Unallocated Premiums

100% of the premium is invested in the case of the Wealth Assured Bond and 80% of
each premium (excluding the policy fee) in the case of the Wealth Assured
Endowment Policy. Under the Ten + Ten contract a fixed proportion of each premium
is invested in units of the Wealth Assured Fund. The proportion varies with the age at
inception and examples are given below:-




(@
(h)

Age next Age next

birthday at Proportion birthday at Proportion

inception invested at inception invested
20 99% 50 98%
30 99% 60 95%
40 99% 70 84%

If the contract is continued for a further period of ten years, 105% of each premium is
then invested regardless of age.

Management Charges

Under the policy terms the Wealth Assured Fund makes the following provisions for
charges and pricing.

All expenses of managing, maintaining, repairing, developing and valuing the assets
of the Unit Fund, all mortgages or charges on the assets of the Unit Fund, all loans
and all expenses in connection therewith, all interest payable in respect of mortgages
or loans on the assets of the Unit fund, such amounts as the Company may from time
to time consider to be appropriate for any liabilities of the company in respect of the
Unit Fund including but not limited to tax on capital gains or any cther tax considered
to be relevant by the Company, and an amount not exceeding 1/32% per month
calcuiated on the total value of the Unit Fund as used to determine the offer Price
may be deducted from the Fund.

Bid/Offer Spread

The Offer price is the value of the Wealth Assured Fund, plus an appropriate addition
for the costs of acquiring assets for the Wealth Assured Fund, divided by the number
of units in the Wealth Assured Fund, multiplied by 100/95, and rounded up to the next
higher 1p (such rounding-up adjustment to accrue to the company), or such lower
amount as the Company may determine, The value of securities quoted on
recognised Stock Exchanges is calculated on the basis of the respective lowest
market dealing offered prices, and the value of securities not so quoted is calculated
on a consistent basis.

The bid price is the value of the Wealth Assured Fund, divided by the number of units
in the Wealth Assured Fund, and rounded-down to the next lower 1p {such rounding-
down adjustment {o accrue to the Company), or such higher amount as the Company
may determine. The value of securities quoted on recognised Stock Exchanges is
calculated on the basis of the respective highest market dealing bid prices, and the
value of securities not so quotied is calculated on a consistent basis.

Policy Fee

A policy fee applies to the Endowment contract. For pelicies issued in 1983 this fee
was £8 per year or £0.80 per month.

The charges are not subject to variation.

Wealth Assured Endowment contracts

After one year the policy may be surrendered for cash at any time up to the end of the
10th year. After 10 years the early maturity options become available. The surrender
value is based on the bid price of units allocated to the policy. There is a surrender
charge equal at the beginning of the second year to 1 1/4% of the guaranteed sum
assured plus £15. This charge reduces by level amounts on payment of each
premium to nil at the end of the sixth year.
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Weazlth Assured Ten + Ten contracts

The surrender value is based on the bid price of units allocated to the policy.
Surrender values taken beiween one and five years are subiect to a charge of 30% of
the first years premium. This charge then reduces by half a percent per month over
subsequent years.

Wealth Assured Bonds

On surrender the cash value of the bond is the value of the units allocated at the last
published bid price, subject to a provision that if the Bond had been in force for ten
years and no part of it had been cashed or withdrawn, the cash value is guaranieed fo
be not less than 125% of the original single premium; this guarantee increases to
200% after 20 years and 300% after 30 years. Reduced guarantees apply if part of
the bond has been cashed.

Notionally invested in units of the Wealth Assured Fund. The Wealth Assured Fund is
a mixed fund of equities, property and fixed interest securities and is a separately
identified account maintained by the company as part of its Life Assurance Fund.
With effect from 14th May 1986 the assets of this Fund were transferred to the
Managed Fund of Sun Alliance Linked Life Assurance Limited (SALLI) (now part of
Royal & Sun Alliance Linked Insurances Limited) under a reassurance agreement.
The value of each Wealth Assured unit is determined by reference to the assets of
the Royal & Sun Alliance Linked [nsurances Limited (SALLI) Managed Fund after
ievying the rate of charge applicable to the Wealth Assured Fund as described in (f).

All features material fo the basis and method of valuation have been disclosed.
The Wealth Assured contracts are not open to new business.

There have been no increases in charges during the year to the valuation date.

Contracts Reassured from Save & Prospert insurance Limited

(a)
(b)
(©)
(d)

Group Reinsurance (Save & Prosper).
United Kingdom, Life, Reassurance accepted, non profit property linked business
Regular premium.

The company accepts reassurances, on otiginal terms, of policies issued by Save
and Prosper Insurance Limited, where sums assured are related to the value of units
in various unit trusts of the Save and Prosper Group Limited.

Under the Save and Prosper Insurance Limited contracts the policyholder pays
premiums of which a proportion is notionally applied to purchase relevant units. The
net cash distributions of the notional fund are applied to purchase further units and
the purchase of units takes place on a fixed day of each month.

The benefit payable at maturity for endowment assurances is an amount equal to the
value at bid price of the units credited to the policy, less a deduction in respect of tax
on capital gains, together with any amount required to make up the guaranteed
minimum maturity benefit where there is such guarantee. On previous death, the
benefit is an amount equal to the value at bid price of the units credited to the policy,
less a deduction in respect of tax on capital gains, together with an amount equal to
the total of all future premiums which would have been payable had the contract
continued to maturity and any amount required to make up the guaranteed minimum
death benefit where there is such guarantee.

The benefit payable on death for whole life assurances is equal to the value of the
units credited to the policy less a deduction for the tax on capital gains, plus a sum
equal to two hundred times the monthly premium, less the premium paid to the date
of death, plus such amount (if any) as is required to bring the total to two hundred
times the monthly premium.
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The endowment contract guarantees that on death or maturity the total sum payable
will be at least equal to a certain percentage of the total premiums that would have
been payable over the whole term of the policy. For endowment assurances effected
before May 1970, the percentage is 75% and is applicable to the sum payable on
death, but for endowment assurances effected on or after May 1970, the percentage
varies from 75% to 100% depending on the term of the policy and the unit trust, and is
applicable to the sum payable on death or at maturity.

The Company recovers its costs from the policies as foliows:
Unallocated Premiums

On average 95% of premiums is invested in respect of contracts reassured from Save
and Prospect Group Limited.

Unit Price

The company retains the discount obtained on the purchase of units as described in
paragraph 5(8) below.

Any regular management charge is retained by Save and Prosper.

Charges levied by the Company are fixed.

On surrender a cash sum is payable, equal to the value of the Units in the Unit Fund
at the Bid Price on the date on which the company receives notice of his choice, less
the Tax Deduction and less a deduction at the company's discretion not exceeding
one monthly contribution.

The benefits under reassurances from Save and Prosper Group Limited are linked to
the following authorised unit trusts of the Save and Prosper Group:

Financia! Securities Japan Growth Fund
Investment Trust Units S.E. Asia Growth Fund
Growth Fund Premier Equity Growth Fund
Premier Equity Income U. K. Smaller Companies
U.S. Growth Fund European Growth Fund
U.K. Growth & Income High Income Fund
Commaodity

All features material to the basis and method of valuation have been disclosed.
The contracts are not open to new business.

There have been no increases in the Company's charges during the year to the
valuation date.
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Contracts Reassured from Royal & Sun Alliance Linked Insurances Limited

(@)
(b)

(c)

(d

Group Reinsurance (Royal & Sun Alliance Linked Insurances Limited - RSALI).

United Kingdom, life, reassurance accepted, non profit property linked contracts as
follows:

Haven Plan (Whoie Life)

Acorn Plan (Endowment)

Equity Endowment Assurance Plan
Endowment Assurance Pian
Whole Life Policy

Life Bond (Whole Life)

Singte Premium Bond {(Whole Life)

Haven Plan - Regular premiurmn

Acorn Plan - Regular premium

Equity Endowment Assurance Plan - Regular premium
Endowment Assurance Plan - Regular premium
Whole Life Policy - Regular premium

Life Bond - Single premium

Single Premium Bond - Single Premium

The Company accepts reassurances, on original terms, of Whole Life and
Endowment Assurances written by RSALl where sums assured are related to the
value of units in various unit trusts managed by Save and Prosper Group Limited.
Under these contracts the poiicyholder pays premiums of which a proportion is
notionally applied to purchase relevant units. The net cash distributions of the
notional fund are applied to purchase further units. The Plan Value referred to below
is the value at bid price of the units credited to the policyholder's account less a
deduction in respect of tax on capital gains.

The Equity Endowment is for terms from ten to forty-five years with a maximum
maturity age of 70 for males or 73 for females. On maturity the sum payable is equal
to the Plan Value. On death the sum payable is equal to the Pian Value pius a sum
equal to the premiums which would have become due between death and maturity.
For any policy issued after 19th March 1868 there is a guarantee that the sum
payable on death will not be less than 75% of the total premiums which would have
been paid over the whole term of the policy. There is an option to extend the term of
the policy beyond the maturity date but in this event the policy becomes paid-up on
the maturity date and no further premiums are payable.

The Life Bond and the Single Premium Bond are whole life policies under which the
sum payable on death is equal to the greater of a given multiple of the single premium
and the Plan Value.

The term for an Endowment Policy may be from ten to fifty years provided the
maturity age does not exceed 70. On death the sum payable is equal to the Plan
Value plus a sum equal to the amount which would have been noticnally invested in
the units out of the premiums due between death and maturity.

For the Whole Life Policy an option date is selected at least ten years after entry and
normally at age 70. The premiums which cease on the option date are the same as
for the Endowment Policy. The sum payable on the option date or on death is
calculated in the same way as for the Endowment Policy on maturity or death.

For the Endowment Policy and the Whole Life Policy there is a guarantee that the

sum payable on death or maturity shall not be less than the total amount to be
invested in units over the whole term of the policy.
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The Acotn Plan is an endowment plan for a term of {en years or more expiring on or
before age 70. On maturity the sum payable is equal to the Plan Value. This sum is
guaranteed to be not less than the total amount of premiums paid. There is an option
to continue paying premiums for a further term in lieu of taking the cash vaiue. On
death the sum payable is equal fo the total premiums which would have been paid
during the whole term of the policy plus a sum equal to the amount by which the Plan
Value exceeds the amount of the premiums paid before death.

The Haven Plan is a whole life plan with limited premiums. Premiums may cease at age
75, 80 or 85. On death the sum payable is equal to the guaranteed minimum sum
selected by the policyholder plus a sum equal to the amount, if any, by which the Plan
Value exceeds the total premiums paid up to the date of death.

Certain amounts of benefits are guaranteed on death as described in {d) above.

The Company recovers its costs from the policies as follows:

Unallocated Premiums

For years after the first year of the contract, specimen percentages of premiums
invested in units in respect of contracts reassured from RSAL| are:-

ACORN PLAN ENDOWMENT AND
WHOLE LIFE
TERM OR PREMIUM
Age at TERM TERM
Entry 10years 20years 30 years 10 years 20vyears 30 years
30 85% 94% 92% 93% 95% 93%
40 94% 92% 85% 93% 93% 86%
50 92% 85% 91% 86%
60 85% 84%
EQUITY ENDOWMENT HAVEN PLAN
AGE WHEN
Age at TERM PREMIUMS CEASE
Entry 10years 20years 30 years 75years 80years B85 years
30 98% 98% 98% 84% 80% 75%
40 98% 98% 92% 81% 76% 68%
50 98% 92% 79% 69% 60%
60 92% 78% 68% 63%

For the first year of the contract the amount of the premiums invested in units is 25%
less than the amount of the premiums invested in subsequent years in the case of the
Acorn Plan, Endowment and Whole Life; is respectively 7%:%, 5% or 2%2% less for the
Equity Endowment according as the sum assured is in the range up to £4,999, from
£5,000 {0 £9,999, or £10,000 and above; and is less by 1% of the sum assured for the
Haven Plan.
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Unit Price
The Company retains the discount obtained on the purchase of units as described in
Paragraph 5(6) below. Any regular management charge is retained by Save and
Prosper.

Charges levied by the Company are fixed.

The surrender value is calculated as the value of units surrendered less any
deduction that the Company shall be entitled to take in respect of tax.

The benefits under reassurances from RSALS (except for the Equity Endowment) are
linked to the following authorised unit trusts of the Save & Prosper Group

Financial Securities Growth Fund
UK Growth and income Premier Equity Income
Commoeodity UK Smaller Companies

The Equity Endowment is linked to the Ebor Equity Endowment Fund which is an
internal finked fund.

All features material fo the basis and method of valuation have been disclosed.
The contracts are not open to hew business.

There have been no increases to the Company's charges during the year to the
valuation date.

None of the linked contracts contains a with profit option.

The policies referred to as "‘miscellaneous’ in Form 53 - UK Business are endowment
policies under which the following benefits are payable: on maturity, the value of the
units; on earlier death, the greater of the sum assured or the value of units.

On average 94% of premiums is invested.

There are no internal funds.

The benefits are linked to the following unit trusts:

G T North America Hili Samuel {Jersey) Fixed Interest
G T Europe Barclays Pacific Equity

G T Bond Barclays International Equity

G T Investment Barclays U.K. Equity

Jardine Fleming Pacific Fidelity UK

Guinness Flight GS (USD) Guinness Flight GS (STG)

The Ebor Equity Endowment Fund is an internal linked fund consisting of a mixed
fund of authorised unit trusts of the Save and Prosper Group and cash on deposit.

Unit prices are calculated monthly. Offer prices are calculated having reference to
the offer prices of the underlying unit trusts. Bid prices are calculated by reference to
the bid prices of the underlying unit trusts. Allowance is also made for the interest
received on cash on deposits and any appropriate deductions permitted by the policy
condition. The values of the fund so determined are divided by the number of units in
issue to obtain the offer and bid prices.

Provision for tax on realised capital gains within the internal linked fund is made at the
rate of 23%.
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The following discounts are received by the Company on the purchase of units from
authorised unit trusts in respect of reassurances:

Save and Prosper
Reassurances All funds 5%

RSALI All funds 5%

A discount of approximately 5% is received by the Company on the purchase of units
in respect of the miscellaneous contracts described in (3) above.

Policyholders do not benefit from these discounts.
6

It was necessary to make allowance for derivative contracts in the determination of the
amount of the long term liabilities of Promise Bonds, Rose Bonds, Lotus Bonds, Azalea
Bonds and Carnation Bonds. In respect of these contracts derivatives are held which
closely match the benefits of the bonds as described in Section 5. For Promise Bonds
and Rose Bonds the asset is based on the FT-SE 100 index and for the other bonds is
based on the Nikkei Stock Index 300. The amount of the liabilities is the aggregate of:

{iy the market value at the valuation date of the assets described above; and
{ii) allowances for mortality, expenses and deferred tax.
No other allowance for derivative contracts was necessary.

It is considered that the margins in the valuation basis are sufficient to allow for the
reasonable expectations of policyholder to be met and are consistent with the custom
and practice of the Company in the manner and timing of the distribution of surplus.

Individual Policies

The net premium method was used to value without profit Whole Life and Endowment
Assurances, and Level Term, Convertible Term and Decreasing Term Assurances.
Net premiums were restricted to 97%% of the office premiums (excluding any option
loadings and extra premiums). In addition there is an annual loading of £32.00 per
policy in the case of a Pensions Business contract and £20.00 in the case of any
other contract. No Zillmer adjustment was made. The reserves thus calculated were
then increased to provide for:

(i) Term Assurances issued on below average lives and other special risks - the
additional reserve being not less than one year's additional premium

{i)) inflation at approximately 3.0% per annum of the per policy expense amounts
of £32.00 and £20.00.

With-profit Endowment and Whole Life contracts were valued using the net premium
method. In addition there is an annual loading of £20.00 p.a. after allowance for tax.
The allowance for expenses provides for the escalation of per policy expenses at
approximately 3.0% per annum.

Endowment and Whole Life Policies on below-average lives subject to a debt on the
sum assured were valued as normal risks for the full sum assured. Where an

increased premium is payable on account of health or other special risks, the normal
reserve was increased by at least one year's extra premium or the policy was valued as
though issued at the increased age corresponding to the premium charged.

For Permanent Health insurance the net premium method was used in the valuation
of individual policies. Net premiums were restricted in each case to 95% of the
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current office premium (excluding any option loading or extra premium). In addition
there is an annual loading of £32.00 per contract. No Zillmer adjustment was made.

The reserves thus calculated were then increased to provide, inter alia, for

{H extra premium payable on account of health or occupation. Policies carrying an
exira premium have an additional reserve of ohe year's extra premium

(i) the inclusion of any waiver of premium benefit - the additional reserve being
equal to the total of the premiums paid for that benefit

iii) inflation at approximately 3.0% per annum of the annual per policy expense
allowance of £32.00 in respect of level annual premium confracts.

The liability in respect of benefits on contracts reassured from Sun Alliance and
London Assurance Company Limited (SALAC), as described in paragraph 4(c). D.4,
is taken as three months’ risk premiums in respect of these benefits, as charged to
policyholders by SALAC. (SALAC pays Phoenix 87.5% of these risk premiums in
respect of life cover reassurances, and 91% of these risk premiums in respect of
reassurances of the Living Benefit and Medical Expenses Benefit on Universal
Protection Plan).

The liability in respect of Progressive Protection contracts is taken as 1 year's Office
premium in respect of each contract.

The liability for Pension Plans was:

(i) the total Pension Accounts; plus

{ii) an allowance (included in Group Term Assurances) for any death in service
benefits provided under the Executive Pension Plan; plus

(i) an allowance to provide for investment guarantees; plus

(iv) an annual per policy expense of £25 for the Pension Plan for the Self
Employed and of £220 for the Executive Pension Plan and the Voluntary
Pension Plan, inflating at 3% p.a..

Annuities in payment have been valued by using a discounted cashflow method. The
gross premium method was used in the valuation of reversionary annuities. The
liability for these classes of annuities was obtained by deducting from the present
value of annuities the present value of future office premiums, with an aliowance for
future expenses. Allowance was.made where annuity payments are guaranteed for a
minimum number of years.

The net premium method was used to value without profit deferred annuities. Net
premiums were restricted to 95% of the office premium. In addition there is an annual
loading of 2.65% of the annuity. No Zillmer adjustment was made.

The net premium method was used to value the whole life assurance element of
Trustees Protected Portfolio, with the sum assured fixed at the level given by an
immediate 25% fall in the value of the associated unit trust investment.
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Group Policies

The net premium method was used to value without profit deferred annuity policies
issued under standard group pension schemes, Net premiums were restricted to 95%
of the office premium. In additicn there is an annual loading of 2.65% of the annuity.
No Zillmer adjustment was made.

For Group Life and Group Permanent Health contracts where recurring single
premiums are payable the reserve is not less than ihat part of the premium
representing the unexpired risk together with a premium deficiency reserve, a reserve
for unreported claims and:

(B in the case of Group Life coniracts, £0.95 per mille sum assured for policies
in all funds; and

i) in the case of Group Permanent Health contracts, a further amount making
full provision for claims reported at the valuation date (including an allowance
of £200 p.a. per claim inflating at 3.0% p.a. for expense of payment).

The liability for Growth Funds (all of which are discontinuing schemes) was equal to
the total of the surrender value at the discontinuance date accumulated to the
valuation date less any claims paid between the discontinuance date and the
valuation date.

For Retirement Funds, the reserves have been taken as the value of the guaranteed
cash option of the fully paid-up benefits, pius an allowance for future expenses, plus
premiums received less claims paid since the last completed scheme renewal.

For UWP Group Pensions the reserves have been taken as the number of units
muitiplied by the unit price plus three months administration charges.

Reassured Contracts

Business is written under reassurance freaties with subsidiary and associated
companies overseas under which the Company receives a share of the whole
business. The liabilities have been calculated on the valuation basis adopted by each
ceding company. The liabilities are the amounts which have been deposited with
each ceding company as security for the Company's obligation; each reassurance
treaty contains a clause that the mathematical reserve must be deposited with the
ceding company.

Negative reserves have heen eliminated.

No specific reserve has been made for future bonus.

41




(f)

(@

(h)

Provision has been made in Form 14 of Schedule 1 for the prospective liability for
deferred taxation, including tax on unrealised capital gains. This provision is
considered adequate having regard to:

1. The unrealised capital gains on market values at 31st December 1999 for the
non-linked assets.
An Indexation adjustment to the book costs of the assets.

Gains on deemed disposals of Unit Trusts which will be brought into future
Phoenix tax computations. These relate to the Ebor Phoenix and Save and
Prosper range of unit linked policies.

4. The average incidence of dealings by discounting the provision over 10 years

at a rate of 4.61% p.a.

In addition an aliowance for deferred tax is made on the contacts backed by
derivatives described in subparagraph (a) above and this is shown on Form 54.

The total reserve for maturity and surrender guarantees on the whole portfolio of
linked business was £1,250,000. This was based on earlier results which followed
the principles suggested by the working party of the institute of Actuaries and Faculty
of Actuaries with a standard deviation of .09 in respect of dividend yields, lapse rates
of 8% and 4% per annum respectively for single and annual premium contracts and
the fifth highest reserve from five thousand simulations was regarded as the minimum
reserve.

There is a loan agreement with Royal & Sun Alliance Linked insurances Limited
under which the Company pays interest based on building society mortgage rates. It
was not considered necessary to make any additional provisions in respect of the
arrangement.

The reserve for investment guarantees on Pension Plans in 4(1)(b)2 is £8,874,025.
This is calculated as 15% of the reserves for these contracts.

Where there are options to convert or extend Term Assurances an additional reserve
is calculated as the larger of 10% of the normal term assurance reserve and 20% of
the office premium except for Renewable Convertible Term Assurance. For
Renewable Convertible Term Assurance this reserve is the larger of 20% of the
normal reserve and 30% of the office premium

For Retirement Fund pension policies which are valued by discounting the cash
option at vesting but which provide an option to convert the cash sum at vesting into
an annuity on guaranteed terms, an additional reserve has been established, where
the value of the annuity is greater than the value of the cash option, using the
following assumptions:

+ All policyholders will exercise the option.

e 585% of the cash sum will be used to purchase the annuity on
guaranteed terms.

e The post vesting mortality is 77.5% PMASG (c=2010) for males and
102.5% PFAS80 (¢=2010) for females with improvements of 1.25% for
both males and females and with allowance for improvements at
1.5% p.a. for males and 1.25% for females in deferment.

*« The valuation rate of interest for valuing the guaranteed annuity is
5.15%.

+ The expense of payment are 1% of the value of the annuity.

Allowance for the cost of the guaranteed annuity option on the one UWP Group
Pension which has retained it has been made on an approximate basis.
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Where applicable, the rates of interest and tables of mortality and morbidity assumed
in the valuation are shown in Forms 51, 63 and 54. Where the AMBO/AF80 Ultimate
table has been used the mortality has been assumed fo be the following proportions
of the tabular rate:

Life Assurances 70% (males)
Life Assurances 80% (females)
Term Assurances 70% (males)
Term Assurances 80% (females)

Deferred Annuities (prior to vesting) 50% (males)
Deferred Annuities (prior to vesting) 60% (females)

Adjustments have been made to the AM80/AF80 Ultimate table for term assurances
only as follows:

male smoker +4 years
male non-smoker -1 year
female smoker +4 years
female non-smoker -1 year

For annuities mortality of 75% PMAS8D for males and 95% of PFABO for females (both
ult ¢ = 2010) has been used.

Claim termination rates for valuing claims in payment under Group Permanent Health
Insurance policies are based on mortality of 72% of the CMIR12 mortality table and
recovery rates of between 36% and 54% of the CMIR12 recovery table depending
upon the deferral period and the durations.

For individual Permanent Health Insurance the morbidity assumed in 110% for males
and 165% for females of Manchester Unity AHJ (1893 - 7).

All mortality tables shown in Column 3 of Forms 51, 53 and 54 have been published.

It is considered that the degree of variation of mortality between States does not give
rise to @ material effect in the valuation and no adjustments have been made to the
tables shown in Forms 51, 53 and 54.

Where the PMABO/PFA80 tables have been used, allowance has been made for
future improvements in mortality at the rates of 1.25% p.a. for both males and
females.

The standard tables of mortality were derived and published before the incidence of
AIDS. Additional reserves for excess mortality from AIDS have been added based on
one sixth of the model projection R by the Institute of Actuaries working party.
Allowance has aiso been made for additional morbidity as a result of AIDS on
Permanent Health Insurance contracts.

AIDS reserves are shown separately in Form 51.

In considering the need for a provision to be made, the following assumptions were
considered:-

{i) The effects of a 20% fall in fixed interest yields coupled with a 10% fall
in the market values of ordinary shares and property values which are
being used to match the actuarial liabilities,

(i) The effects of a 10% fall in fixed interest yields coupled with a 25% fall

in the market vaiues of ordinary shares and a 20% fall in property values
which are being used to match the actuarial liabilities,
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(i) The effects of a three percentage point rise in fixed interest yields
coupled with a 25% fall in the market values of ordinary shares and a
20% fall in property values which are being used to maich the actuarial
liabilities.

The non-linked liabilities denominated in currencies other than Steriing are small
compared to the total liabilities and it was not considered necessary to make explicit
allowance for mismatching of currencies in the scenarios tested.

Scenario (ii) above produced the most onerous requirement. No additional reserve
was required.

It was not considered necessary to make a reserve pursuant to regulation 75(a) of the
Insurance Companies Regulations having regard to the nature of the assets and
liabilities and the implicit margins contained within the calculation of the liabilities. The
liabilities include some with profits business where future bonuses including terminal
bonus represent a sighificant proportion of the expected future benefits on these
contracts. In addition the conditions giving rise to the envisaged change in the value
of assets under regulation 75(b) embrace those considered appropriate under
regulation 75(a).

Scenario (ii) described in subparagraph (6) above produces the most onerous
requirement. No reserve has been made pursuant to regulation 75(b} of the
Insurance Companies Regulations.

(&) changed assumptions made (other than change in interest rates) are:
- the allowance of £0.95 per mille sum assured for group life business
referred to in 6(c) above was removed;and
- the reserve for UWP Group Pensions in the changed conditions is taken
as the discounted value of the guaranteed benefits plus three months
administration charges.

(b) for each of scenarios (i) - (iii) described in subparagraph (6) above, it is
possible to notionally aliocate assets such that:

. the value of the notionally allocated assets under the changed
conditions would exceed the value of the liabilities determined in
accordance with the regulations after taking account of the
corresponding change in the maximum permitted rates of interest
which can be used in valuing the liabilities and the changes described
in (8) above; and

. the current value of the remaining assets would not be less than the
excess of assets over liabilities as shown in line 25 of Form 9. In
carrying out these calculations the provision for unrealised capital
gains has been treated as a liability and the amount of this provision
has been adjusted fo allow for the change in asset values on the
alternative scenarios tested and the effect of this has been included in
(c) below.

. the pool of assets notionally allocated to cover the liabilities are the
same under each of the scenarios tested and are the assets shown in
lines 11 to 29 of Form 57.

(€ The reduction in the aggregate amount of the long term liabilities on scenario
(i) is £153.562m. The aggregate amount by which the assets allocated to
meet such liabilities in the scenario reduces is £131.8999m from the amount
of these assets shown in Form 13.
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(9) The non linked liabilities denominated in currencies other than sterling are very small
compared to the total liabilities and it was not considered hecessary to make different
interest rate assumptions for these liabilities.

8

(a) The propertions of the office premiums reserved for expenses are shown in Column 8
of Form 51. Where an additional allowance for expenses and profits has been made,
this allowance has been excluded from the calculation of the proportion.

(b) Provision for the payment of expenses after premiums cease is in accordance with the
allowance set out in &{1)(c).

For annuities in payment the provision for expenses was based on an average policy
amount of £25.00 inflating at 3.0% per annum.

in the case of Group Life, Group Permanent Health and Group Critical lliness
contracts where recurring single premiums are payable no reserve is held for
expenses beyond the unexpired risk period in view of the Company's right to amend
the terms of the contracts when the guaranteed period ends.

The charges for Pension Plan contracts referred to in paragraph 4 are considered
adequate in each case.

{c) For contracts where a prospective method of valuation has not been used the
Company has the fiexibility to vary future premiums and the vaiuation method is
considered to he adequate.

{(d) Future Premiums brought into account are in accordance with Regulation 67(1) of the
Insurance Companies Regulation 1894.
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The liabilities for unit-linked contracts were taken as the current bid value of the units
deemed to have been allotted together with further reserves.

The sterling reserve for Wealth Assured contracts was calculated by projecting the
cash flows for future years using data grouped on age and sex. The projection
produces the net cash flow in each year after allowing for the cost of mortality,
expenses and the amount invested in units. The outflows are met by -

(i) The basic premium received.
(ii) The BidfOffer spread
(i) Management charges on internal funds retained by the Company.

Any excess of outgo over income was discounted to the valuation date and a reserve
established so that the net outgo can be met each year without recourse to future
finance.

The parameters used in these projections were as follows:

Mortality : 70% AM80/80% AF80
Fund Growth : 4.55%"*

Rate of Interest : 3.52%
Inflation : 3.00%

Per policy expenses
Reguiar premium policies -
Ten + Ten Endowments : £21.94
Other : £26.54
Single premium policies
and policies where premiums
have ceased : £14.28

* Following a fali in unit prices of 25% in year 1.

The sterling reserve for the reassurance business accepted from Royal & Sun
Alliance Linked Insurances Limited was calculated using an approximate method
based on the average reserve per policy for the corresponding Wealth Assured policy.

The sterling reserve for the reassurance accepted from Save and Prosper was
caiculated using the same basis and methodclogy as that used by Save and Prosper.

The method of valuation of Promise Bonds, Rose Bonds, Lotus Bonds, Azalea Bonds
and Carnation Bonds is described in paragraph 6(a). Provision is made for future
expenses on these contracts at the rate of £20.00 per contract per annum. The
provision for mortality is determined using an approximate approach, since the
amount is not material.

Annuities linked to movements in the general index of refaii prices have been valued
using the interest and mortalify assumptions shown in Columns 2 and 3 of Form 54,
The provision for expenses and the aliowance for mortality are the same as for other
annuity contracts as set out in 7(1) and 8{b) above.

Explicit provision has been made for meeting fulure expenses on existing contracts
for all main classes of business.

10

The explicit per policy or per claim expenses allowed for in the valuation as described
in paragraphs 6, 8 and 9 above are assumed to increase at 3.0% p.a. to allow for
future inflation.
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(2)

3

)

1

@

The aggregate amount of contribution arising during the 12 months following the
valuation date from implicit and explicit margins made in the vaiuation basis is
considered to be £22.8m.

This amount is available to cover expenses, profit and other fluctuations and arises
from:

. the annual per policy and per claim expenses allowed for in the valuation
basis.

. the difference between the office and the net premium on premium paying
policies where a net premium valuation method has been used.

. the margin between the risk adjusted vield on the assets and the valuation
rate of interest which is available as an implicit margin for future investment
management expense.

A prudent estimate of the expected new business strain arising in the 12 months
following the valuation date was made. This amount was then compared with a
prudent estimate of the surplus expected to emerge on existing business over the 12
months following the valuation date. [t was demaonstrated that the emerging surplus
was expected to exceed the new business strain and as a result it was considered
that a reserve was not required.

A prudent estimate of the cost of immediate closure to new business was made as at
the valuation date taking into account redundancy costs ete. and based on recent
levels of new business expenses and of maintenance expenses, netted down for tax
relief.

Similarly a prudent estimate was made of the cost of closure to new business twelve
menths after the valuation date, allowing for expected new business strain arising in
the twelve months following the valuation date to be offset by the surplus expected to
emerge on existing business over the period.

The closed fund reserve was then taken as the greater of these two amounts. At the
valuation date the cost of immediate closure produced the higher result and a reserve
of £14.756m was established.

11

The mathematical reserves (other than habilities for properly linked benefits) after
distribution of surplus are made up as follows:

Liabilities Assets
£m £m
Sterling 1,388.687 1,388.687
Israeli Shekels 17.356 17.356
Other currencies 17.565

The proportion of the net liabilities (other than liabilities for property linked benefits)
reported in the ‘other currencies’ heading maiched by assets in the same currency is
100%.

12

For reinsurance ceded on a facultative basis no premiums were payable to reinsurers
not permitted to carry on business in the United Kingdom during the period since the
previocus investigation.

The Company has:

(i) treaties with a number of reinsurers for individual large risks;

(it a treaty for group PHI business;
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a treaty with the Munich Reinsurance Company in respect of benefits on the
Universal Protection Plan confract; and

(iii)

{iv) a treaty with RSALI in respect of Wealth Assured units.

The following information applies to (i), (ii), (i} and {iv} above.

(a) The names of the reinsurers are set out in the table in {d) below.

{b) All reinsurers are permitted to carry on insurance business within the United
Kingdom.

(c) Of the reinsurers involved the only connected companies are the Sun Alliance

and London Assurance Company and RSALI which are both companies
within the Royal & SunAlliance Group.

{d) The treaties give the Company the facility to place the reinsurers automatically
on risk for eligible lives for the amount shown in (). Amounts in excess of this
and assurances on ineligible lives are ceded facultatively to the reinsurer
concerned but subsequently come within the terms of the treaty. For some
contracts, arrangements have been made for the treaties to cover automatically
various percentages of all risks assumed by the Company for the particular type
of contract invoived.

(e Maximum Automatic Premiums Payable

Name of Reinsurer Cover (see 12.2 (d)) in 1999
£ £

RSAL!
(ex- Sun Alliance Linked Life) no maximum 605,794
Munich Reinsurance not applicable 657,032
ERC Frankona {PHI benefit p.a.) 60,000 15,311,840
Sun Alliance and Londen 500,000 4,000,000
Swiss Reinsurance {U.K.) 750,000 887,196

(f) There are no deposit back arrangements.

(o) Any refunds of reinsurance commission are met out of the corresponding

refund of premium from the reinsurer.
{h) All treaties are open to new business.

The Company is party to an agreement under which a number of offices have agreed
to pool certain excess losses which may arise as a result of a serious catastrophe.

13

The investment income and appreciation for the Participation and Non-Participation
Funds are derived directly from a notional segregation of the assets.

The Fund carried forward at line 1 on each Form 58 includes the bringing into account
of an increase in the value of non-linked and linked assets as shown on lines 13 and
14 of the respective Form 40. As regards non-linked assets the Value of Assets is
found by deducting from the Market Value of Assets a Fluctuation Reserve and by
making an allowance for tax. The Fluctuation Reserve exists to protect the fund from
the vagaries of the market and the technique is to take a margin below a smoothed
asset valuation,

Expenses are apportioned between the funds using standard actuarial techniques

and the amounts of tax atiributed to the two funds are based on the amounts which
would be payable if each fund were taxed separately.

14
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) The constitution of the Company provides that the holders of Participating policies
ranking on the Participation Fund are entitled to receive the whole of the divisible
profits arising from that fund, and that the divisible profits arising from the Non-
Participation Fund belong to the Shareholders.

Statements regarding the principles for the distribution of surplus made in policies and
advertisements issued by the Company have been consistent with the above.

The Company does not issue With Profits Guides in accordance with the rules of the
Persconal Investment Authority as it does not write new direct with profits business.

(2)(a) For maturing with profits policies the broad aim has been to achieve payouts at least
equal to the asset share but with adjustments for smoothing to avoid undue
fluctuations in payouts from year to year. In recent years the aim has been to pay out
more than asset share for life policies only due to the strength of the fund.

When a policy is surrendered, allowance for the basic benefit and existing bonuses
attaching to the policy is made when calculating the surrender value. Some
allowance for terminal bonus (known as Capital Bonus) may also be included in the
surrender value, depending on the duration in force at the date of surrender.

Surrender vaiues are usually expected fo provide a lower rate of return to
policyholders than corresponding maturity values.

The Company’s surrender vaiue policy is not subject to frequent change but is kept
under review and may be amended, particularly in the light of changes in financial
conditions.

For claims arising by death the guaranteed sum assured and attaching annual
bonuses is paid together with a terminal bonus consistent with that applying to a
comparable maturing in-force policy,

(b) Terminal bonus varies according to the year of commencement as a with profits
contract to ensure appropriate and equitable treatment between different groups of
policies.

(c) Smoothing avoids undue fluctuations in payouts from year to year, and within a year.

(3) Bonus rates on with profits policies are determined using asset share techniques.
ltems taken into account in the asset share calculations include appropriate allowance
for:

. the actual investment returns achieved on the investments backing the with
profits policies;

. the levels of new business and maintenance expenses incurred (but in

certain instances expense overruns are ignored);

the scales of commission which have applied;

the rates of taxation of investment returns including taxation of capital gains;

the rates of tax relief on expenses;

the cost of life cover and other risk benefits;

the cost of providing options and guaranteed benefits;

miscellaneous surplus including surplus from non profit business.

{4) None.

15

The rate of reversionary bonus declared at 31st December 1999 on Life Business
was 3.0% of sum assured plus 6.0% of existing bonuses.
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The rate of Premium Bonus declared on Retirement Fund business was 3.5%. The
amount of Premium Bonus, applicable to a particular pension scheme at a bonus
declaration, is calculated by applying the rate of Premium Bonus to the total premium
which had been allocated to those who were active members of the scheme at the
preceding scheme anniversary.

The rate of annual bonus on UWP Group Pensions was 8.0% for the first 17 days of
the year then 6.5% p.a. during the remainder of the year to the valuation date. This
bonus is added in the form of an increase in unit price.

No conditions aftach to the allocation of bonus concerning the number of years
premiums 1o be paid before a bonus vests.

16

Capital Bonuses are paid on maturiiies, death claims and surrender claims for Life
contracts entitled to reversionary bonuses. The cost of these bonuses is met as it
arises each year and no specific provision for future payments has been made in the
valuation. Rates of Capital Bonus depend upon the year of entry as a participating
assurance and are altered from time to time in the light of current financial conditions.
The following scale was in force on 1st January 2000 for maturities and death claims.

Year of Capitai Bonus per Year of Capital Bonus per
commencementas  £1,000 basic sum commencementas £1.000 basic sum
a with-profits assured a with-profits assured
confract confract
£ £
1955 and earlier 19,500 1980 3,220
1960 16,000 1985 1,800
1985 12,900 1990 1,290
1970 9,900 1995 : 410
1975 6,250 1996 and later 0

Interim bonus under those policies entitled to such a bonus will be payable until
further notice at the rate shown in 15 and Capital Bonuses will be payabile at the rates
in force at the time.

The rate of Capital Bonus declared on Retirement Fund business was 15.0%. The
amount of Capital Bonus is calculated by applying, at the scheme anniversary
following the date of retirement, the rate of Capital Bonus to the cash available for
providing benefits for members retiring. The cost of Capital Bonus is met as it arises
each year and no specific provision for future payments has been made in the

valuation.
17
See Form 46.
18
See Form 47.
19

See Forms 48 and 49 and the information in the notes fo these returns provided under
regulation 23 of the Insurance Companies Regulations 1994.

20

) See Forms 51, 53 and 54.
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(2) There are no deposit back arrangements for unit liabilities.

(3 Where the unit liabilities for Wealth Assured policies shown are wholly reassured to
Sun Alliance Linked Life Insurance Limited the provisions of Section 35 A of the
Insurance Companies Act 1982 have been complied with in accordance with
published guidance in relation to the liabilities so reinsured.

21. (1

2)

(3)

See Form 58.

See Form 60.

21
See Form 57.

The liabilities shown on Form 57 inciude the reserve of £80.000m for
prospective tax on unrealised gains as described in paragraph 6(f). They do
not include the reserves for tax on capital gains shown on Form 54 for index
linked policies.

The investment liabilities in respect of index linked pension benefits as shown
in column 12 of form 54 have been included on Form 57 as these liabilities
are not directly linked to the changes in the values of the underlying assets on
Form 56 in the alternative scenarios considered in relation to Regulation
75(b}.

The vield on assets other than equity shares and {and was reduced in
accordance with regulation 69(7) of the Insurance Companies Regulations
1984 by a percentage of that yield as follows:

Fixed Interest

Approved Securities Nil

Other Securities 1.0%
Variable Yield

Approved Securities Nil
Loans secured by Mortgages 1.0%
All other assets producing income 0.5%

The yield on equity shares and land was reduced by 2.5% of that yield in
accordance with Regulation 68(7) of the Insurance Companies Regulations
1994.

22

23

There is no Supplementary Accident and Sickness Insurance business and hence Form 61
has not been prepared.

R A J Skillin
Fellow of the Institute of Actuaries
Appointed Actuary

23 June 2000
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Retutns under Insurance Companies Legislation

Form 46

Long term business: Summary of changes in ordinary long term business
Name of company Phoenix Assurance PLC
Global business
United Kingdom business
Non-linked
Financial year ended 31st December 1999

Company Period gnded

ragistration GL/UKICM day month year Units UKIOS NL/LN

number

R46 74805 GL 31 12 99 £000 UK NL
Life assurance and general FTensions business Eermanent heaith Other business
annuity
No of
Annual No of Annual No of Annual No of Annual
contracts premiums contracts premiums contracts premiums contracts premiums
1 2 3 4 5 & 7 8

In force at beginning of vear 11 139175 38570 20811 4919 49517 18771
New business and increases 12 6175 1143 215 8380 5496
Net transfers and other
alterations ‘on’ 13 1463 542 342 422
Total 'on’ (12+13) 19 6175 268086 757 8722 5918
Deaths 21 728 98 900, 16 3
Other insured events 22
Maturities 23 522 102 18
Surrenders 24 247 936 63 1 456
Forfeitures 25 8244 2289 636 157 4852 1443
Conversions to paid-up policies
for reduced benefits 26 57 1 19
Net transfers, expiries and other
alterations ‘off 27 2770 269 1280 308
Total ‘off’ (21 to 27} 29 12511 3748 2897 483 4852 1912
'2“9;°'°e atend of year (11+19- ¢ 44 126664 40997 20520 5193 53387 22777
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Retumns under Insurance Companies Legislation

Form 46

Long term business: Summary of changes in ordinary long term business
Name of company Phoenix Assurance PLC
Global business
Overseas business
Non-linked
Financial year ended 31st December 1999

Company Peariod ended

registration GL/UK/CM day month year Units UK/OS NL/LN

nhumber

R46 71805 GL 3 12 89 £000 0s NL
Life assurance and general "Pensions business Fermanent health Other business
annuity
No of
Annual No of Annuai No of Annual No of Annual
contracts premiums contracts premiums contracts premiums contracts premiums
1 2 3 4 5 ] T 8

In force at beginning of year 11 2245 922 16
New business and increases 12
Net transfers and other 13
alterations ‘on'
Total ‘on’ (12+13) 18
Deaths 21 6 2
Other insured evenis 22
Maturities 23 3
Surrenders 24
Forfeftures 25 258 107 1
Conversions to paid-up policies 26
for reduced benefits
Net transfers, expiries and other
akerations ‘off z 244 7 1
Total 'off (21 to 27) 29 §11 117 2
Izngiome at end of year (11+18- 39 1734 805 14
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Returns under insurance Companies Legislation

Form 46

L.ong term business: Summary of changes in ordinary long term business
Name of company Phoenix Assurance PLC
Giobat business
United Kingdom business
Linked
Financial year ended 31st December 1999

Company Period ended

registration GL/UK/ICM day month year Units UKIOS NL/LN

numher

R46 71805 GL 31 12 a9 £000 UK NL
Lite assurance and general Pensions business Permanent health Other business
annuity
No of
Annual N of Annual No of Annual No of Annual
contracts premiums contracts premiums contracts premiums contracts premiums
1 2 3 4 5 6 7 8

In force at beginning of year 11 16029 1279
New business and increases 12
Net transfers and other
alterations 'on' 13 84
Total ‘on' (12+13) 19 84
Deaths 21 62
Other insured events 22
Maturities 23 179 13
Surrenders 24 287 45
Forfeitures 25 2
Conversions to paid-up policies 26
for reduced benefits
Net tra!nsfe‘rs. expiries and other 27 241
alterations ‘off
Total ‘off (21 to 27) 29 771 59
Izr:; ;orce at end of year (11+19- 29 15258 1303
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Retumns under Insurance Companies Legislation

Form 46

Long term business: Summary of changes in ordinary long term business
Name of company Phoenix Assurance PLC
Global business
Overseas business
Linked
Financial year ended 31st December 1999

Company Period ended

registration GL/UK/ICM day month year Units UK/OS NL/LN

number

R46| 71805 GL 31 12 99 £000 0s NL
Life assurance and general "Pensions business _F’ermanent health Other business
annuity
No of
Annual No of Annuai No of Annual No of Annual
contracts premiums contracts premiums contracts premiums contracts premiums
1 2 3 4 5 6 7 8

in force at beginning of year 11 41 7|
New husiness and increases 12
Net transfers and other 13
alterations 'on’
Total ‘on’ (12+13) 19
Deaths 21
Other insured events 22
Maturities 23 4
Surrenders 24 1
Forfeitures 25
Canversions to paid-up policies 2%
for reduced benefits
Net transfers, expiries and other 27 4
atterations ‘off
Total 'off (21 to 27) 29 6
Lr;orce at end of year (11+19- 28 15 6
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Retums under Insurance Companies Legislation

benefits

Name of company
Global business

Financial year ended

Category of assets

Phoenix Assurance Pic

31st December 1999

Total long term business assets

Long term business : Expected income from admissible assets not held to match liabilities in respect of linked

Company
registration Period ended Category
number GL/UK/ICM day month  year Units of assets
R48 71805 GL 31 | 12 | 1999 £000 10
Value of Expected Yield %
admissible income from
assets as shown admissible
Type of asset on Form 13 assets
1 2 3
Land and buildings 11 75649 8454 11.18
o Approved securities 12 458002 31998 5.89
Fixed interest
securities
Cther 13 202143 15502 6.54
Variable interest and | Approved securities 14 13206 733 2.38
variable yield securities
(g()i_ciucfligg items shown
stine 19 Other 15 4158 641 4.70
Equity shares and holdings in collective investment
schemes 16 1364730 31389 2.30
Loans secured by mortgages 17 21186 182 8.58
Producing income 18 14548 836 5.75
All other assets
Not producing income 19 66754
Total (11 to 19) 29 2202306 89735 3.71
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Retums under Insurance Companies Legislation

Form 56
{Sheet 1)

Long term business: Analysis of assets and fiabilities matching investment liabilities in respect of index linked

benefits

Name of company  Phoenix Assurance PLC
Global business

United Kingdom business

Financial year ended 31st December 1999

Category of surplus  12: Non Participation Fund

Company
registration
number

GL/IUK/ICM day month

—Periodended

year

Units

UK/OS

Category
of surplus

R56 | 71805 GL 31 12

1999

£000

UK

12

Type of assets and liabilities

Name of index link

Value of assets or
liabitities
2

_— 0 -
Gross derivative
value

3

Life Assurance & General Annuity Business

JFTSE 100 linked asset matching Promise Bond

FTSE 100

7414

13789

IDeposit

FTSE 100

8375

JFTSE 100 linked asset matching Rose Bond

FTSE 100

17099

17029]

Sub total assets

30888

Sub total liabilities

Sub total net assets

30888

Total assets

Total liabilities

Net total assets

103




Returns under Insurance Companies Legislation Form 56

(Sheet 2)
Long term business: Analysis of assets and liabilities matching investment liabilities in respect of index linked
benefits
Name of company  Phoenix Assurance PLC
Global business
United Kingdom business
Financial year ended 31st December 1999
Category of surplus  12: Non Participation Fund
Company Period ended Category
registration GL/UK/ICM day month year Units UK/OS of surplus
number
R56| 71805 GL 31 12{ 1999 £000 UK 12
Name of index link Value of assets or| Gross derivative
Type of assets and liabilities liabilities value
1 2 3
Nikkel 300 linked asset matching Lotus Bond Nikkei 300 39288 39288
[Nikkei 300 linked asset matching Azalea Bond Nikket 300 6834 6834
INikkei 300 linked asset matching Carnation Bond Nikkei 300 7961 7981

Sub total assets 54082

Sub total liabilities

Sub total net assets 54082

Total assets

Total liabilities

Net total assets

104




Returns under Insurance Companies Legislation Form 56
(Sheet 3)
Long term business: Analysis of assets and liabilities matching investment liabilities in respect of index linked
benefits
Name of company  Phoenix Assurance PLC
Global business
United Kingdom business
Financial year ended 31st December 1999
Category of surplus  12: Non Participation Fund
Company Period ended Category
registration GLMAJKICM day month year Units UK/IOS of surpius
number
R56 | 71805 GL 31 12} 1999 £000 UK 12
Name of index link Value of assets of | Gross denvative
Type of assets and liabilities liabilities value
1 2 3
Pensions Business
Index_Linked Gilts RPI 18160
Sub total assets 18160
Sub total liabilities
[Sub total net assets 18160

Total assets

Total Liabilities

Net total assets

105
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Returns under Insurance Companies Legislation Form 58
Long term business: Valuation result and distribution of surplus

Name of company Phoenix Assurance Plc
Global business
Financial year ended

Category of surplus

31st December 1999
11: Participation Fund

Company Period ended Category
registration GL/UK/CM day month year Units of surplus
number
R58 71805 GL 31 12 | 1998 | £000 11
Fund carried forward 11 210107
Bonus payments made to policyholders in anticipation of a surplus 12 6754
Transfer out of fund/ Transfer to non-technical account 13
parts of fund Transfer to other funds/parts of fund 14
Net transfer out of funds/parts of funds (13 + 14} 15
Valuation Total {11 + 12 +15) 16 216861
result Mathematical reserves for accumulating with profit policies 17 118423
Mathematical reserves for other non linked contracts 18 81128
Mathematical reserves for property linked contracts 19
Mathematical reserves for index linked contracts 20
Total (17 to 20) 21 199551
Surplus including contingency and other reserves held towards the 29 17310
solvency margin (deficiency) (16 - 21)
Balance of surplus brought forward unappropriated from last valuation by 500
Transfers into fund/ part Transfer from non-technical account 32
of fund
Composition Transfer from other funds/parts of fund 33
of surplus Net transfer into fund/part of fund (32 + 33) 34
Surpius arising since the last valuation 35 16810|
Total (31 + 34 + 35) 39 17310}
Bonus payments made to policyholders in anticipation of surplus 41 6754
Cash bonuses 42
Allocated to policyholders Reversionary bonuses 43 10058
by way of Other bonuses 44
Premium reductions 45
Distribution of Total al - | 41
surplus otal allocated to policyholders (41 o 45) 46 16810
Net transfer out of fund/part of fund 47
Total distributed surplus (46 + 47) 48 16810
Balance of surplus (including contingency and other reserves held 49 500
towards the solvency margin) carried forward unappropriated |
Total (48 + 49) 59 17310
Percentage of distributed surplus allocated to policyholders of fund/part of fund 61 100
g:r::flfaogns:;g Latest  (yearof valuation 1998 ) 62 100
three immediately|Earlier  ( year of valuation 1997 ) 63 100
previous " luati 19
valuations Earliest (year of valuation 96 ) 64 100
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Returns under Insurance Companies Legislation Form 58
Long term business: Valuation result and distribution of surplus
Name of company Phoenix Assurance Plc
Global business
Financial year ended 31st December 1999
Category of surplus 12: Non-Participation Fund
Company Period ended Category
registration GL/UK/CM day month year Units of surplus
number
R58 71805 GL 31 12 11998 | £000 12
Fund carried forward 1 1257001
Bonus payments made to policyholders in anticipation of a surplus 12
Transfer out of fund/ Transfer to non-technical account 13 48500
parts of fund Transfer to other funds/parts of fund 14
Net transfer out of funds/parts of funds (13 + 14) 15 485009
Valuation Total (11 + 12 +15) 16 1305501
resut Mathematical reserves for accumulating with profit policies 17
Mathematical reserves for other non linked contracts 18 1113154
Mathematical reserves for property linked contracts 19 33061
Mathematical reserves for index linked contracts 20 110286
Total (17 to 20} 21 1256501
Surplus including contingency and other reserves held towards the 29 49000
solvency margin (deficiency) (16 - 21)
Balance of surpius brought forward unappropriated from last valuation 31 500
Transfers into fund/ part Transfer from non-technical account 32
of fund
Composition Transfer from other funds/paris of fund 33
of surplus Net transfer into fund/part of fund (32 + 33) 34
Surplus arising since the last valuation 35 48500)
Total {31 + 34 + 35} 39 49000
Bonus payments made to policyholders in anticipation of surplus 41
Cash bonuses 42
Allocated to policyholders Reversionary bonuses 43
by way of Other bonuses 44
Premium reductions 45
Distribution of -
surplus Total allocated to policyholders {41 to 45) 46
Net transfer out of fund/part of fund 47 48500
Total distributed surplus (46 + 47) 48 48500
Bailance of surplys (including contingency and other reserves held 49 500
towards the solvency margin} carried forward unappropriated
Total (48 + 49) 58 49000
Percentage of distributed surplus allocated to policyholders of fund/part of fund 61 Ol
Corresponding |, it (year of valuation 1998 ) 62 ol
percentage at
three immediately|Earlier  ( year of valuation 1997 ) 63 0
previous Earliest (year of valuation 1996 ) 64 oi
valuations
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Returns under Insurance Companies Legislation
Notes to the Return
Name of company Phoenix Assurance Plc

Financial year ended 31st December 1999

NOTES TO SCHEDULES 1 AND 3

*0901* Section 68 Order/modifying 1996 regulation provisions

The Insurance Directorate of HM Treasury, with the consent of the Company, issued in June 1998 an
Order under Section 68 of the Insurance Companies Act 1982 which allows the general business of
the Phoenix Assurance plc to be included in the return relating o the Royal & Sun Alliance Insurance
plc’s general business.

*1001* Recongciliation of net assets to the accounts

The reconciliation of net assets per the FSA return to net assets of the Companies Act accounts is not
included because the return covers only the Long Term business. The Company’s General business
is included in the Return relating to the Royal & Sun Alliance Insurance plc.

*1308" LTB: Aggregate value of certain investments

£000's
Unlisted Investments
Line 41 Equities 14,051
*1309* LTB: Aggregate value of hybrid securities

£000’s
Hybrid securities (Line 46 & 48) 24

*1310* LTB: Amounts set off

a) In accordance with Schedule 1, paragraphs 8.2 and 8.3, of the Insurance Companies (Accounts
and Statements) Regulations 1996, amounts shown in Forms 13 and 14 have been calculated by
netting amounts due to any one person against amounts due from that person.

b) Interfund balances which exist between the Shareholders’ funds and Life funds have been adjusted
by allocating appropriate cash and other assets in accordance with paragraph 4.27 of Prudential
Guidance Note 1985/1 *“Guidance notes on the valuation of assets Regulations”
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Returns under Insurance Companies Legistation
Notes to the Return

Name of company Phoenix Assurance Plc
Financial year ended 31st December 1999

*1311* LTB: Maximum Counterparty Limit

The maximum permitted fimit to an approved and other than approved counterparty is the limit
consistent with the requirement on admissibility of assets unless the Company agrees otherwise.

*1318* Valuation
Assets are valued in accordance with the Insurance Companies Regulations 1994, as amended.

*1401* Provision for adverse changes (F14L51)
No provision for adverse changes has been made as iiabiiities are matched to assets.

*1402* Contingent Liabilities

An additional mathematical reserve, relating to tax on unrealised capital gains of £80,000k (1998
£84,000k) which has been taken into account in the Appointed Actuary's certificate, is included in
Form 14, line 51.

At 31 December 1999 there were no contingent liabilities, guarantees, indemnities or contractual
commitments effected by the Company other than in the ordinary course of its insurance business.

*1403* Long Term Business Assets/Liabilities

Except to the extent that an additional mathematical reserve has been established for long term
business solvency margin purposes (see the Appointed Actuary's Certificate and Note 1402) no
provision has been made for any liability to tax on capital gains which might arise if the Company
disposed of its assets.

*1404* Property linked benefits

The liabilities in respect of property linked benefits of £33,861 shown on Form 14 Participation, line 62
for 1998, have been restated on Form 14 Non-participation, line 62, column 2 in 1999.

*4002* Other Income and Expenditure

Other expenditure of £3,472k shown in form 40, iine 25 for 1999 represents a provision for the cost of
initiatives taken as part of an overall business improvement programme including the closure of the
direct sales force.

*4005* Basis of foreign currency conversion

In accordance with paragraph &, Schedule 1, of the Insurance Companies {Accounts and Statements)
Regulations 1996, long-term business amounts of income and expenditure in foreign currencies are
translated to sterling at rates ruling at the year end.

*4006* Investment Income

1. Investment income, increase (decrease) in the value of assets, expenses and taxation have been
split in accordance with paragraph 13 on Schedule 4 of the Return.

2. Expenses for each long term fund are part specific and part allocated so as to reflect, as far as
possible, actual involvement and work done.
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Retumns under Insurance Companies Legisiation
Notes to the Return

Name of company Phoenix Assurance Plc
Financial year ended 31st December 1999

*4008* Management Services

Arrangements were in force during the financial year for the provision of management services to the
Company by Royal & Sun Alliance Life Insurance Services Limited and Royal & Sun Aliiance
Investment Management Limited.

*4009* Late Payment Interest

Form 40, line 21 includes interest payable on late settlement of ¢laims. This interest in 1998 was
included in form 40, line 23.

*4102* Other management expenses

Form 41, line 44 includes investment management expenses.

*4202 Financing reassurance

During 1998 the Company entered into a reassurance agreement with Royal & Sun Alliance Linked
Insurances Limited, a fellow group subsidiary. Under the reassurance agreement, the Company paid
£40m in respect of certain policy related income streams. Royal & Sun Alliance Linked Insurances
Limited will pass these income streams to the Company as and when they arise. The amounts have
been split, 50% life and 50% pensions and are shown in Form 42 Lines 15 and 24.

*4301* Basis for determining Asset Value

Investments and assets held to cover linked liabilities are shown at market value, for which purpose
unlisted investments, mortgages and loans are included at directors’ valuation and properties at
professional valuation. For listed securities the stock exchange values are used. Properties are
valued annually at open market value.

*4501,5501* Prices per unit

The valuation prices per unit are expressed in pounds sterling.
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Returns under Insurance Companies Legislation
Notes to the Return

Name of company Phoenix Assurance Plc
Financial year ended 31st December 1999

NOTES ON SCHEDULE 4

*4601* UK: Non-Linked Group Contracts
There are 24,040 Group Contracts in-force.

*4602* UK: Linked Group Contracts
There are 2 Group Contracts in-force.

*4603* Overseas: Non-Linked Group Contracts

There are 79 Group Contracts in-force.

*4604" Overseas: Linked Group Contracts

There are no Group Contracts in-force.

“4701*

The number of Progressive Protection Plan policies is shown here, whiist a count of 1 for the
reassurance treaty is shown in form 51.

*4801* Accrued interest

The amounts of accrued interest included in each line are as follows:

Line £000's

12 5,352
13 5,158
14 108
15 78

*5101* Permanent Health Insurance

Note (a) - Mortality - 70% AMBO0/ 80% AF80
- Morbidity - Manchester Unity 1893 - 97 AHJ:
- Males 110% Females 165%

*5701*

The following reserves are included in the “Balance” form:

PAR Fund:

Extra premiums
Additional Mortality Reserve
IBNR reserve

Non Fund;

Extra Premiums

Closed Fund Reserve

Additional Mortality Reserve

IBNR reserve

Capital Gains tax reserve

Maturity and Surrender Guarantee reserve

Mertality and expense reserve on Promise Bond, Rose Bond, Azalea Bond and Carnation Bond.
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Returns under Insurance Companies Legislation

Statement of Additional Information on Derivative Contracts required by regulation 23 of the
Insurance Companies (Accounts and Statements) Regulations 1996

Narne of company Phoenix Assurance Plc

Financial year ended 31st December 1999

Statement pursuant to Regulation 23 of the Insurance Companies (Accounts and Statements)
Regulations 1996

a) The Company has investment guidelines which indicate that derivative contracts are used
primarily for the purposes of efficient portfolio management or reduction of investment risks which
specify the types of derivative contracts which may be used and indicate the processes to be used
in selecting and managing derivative contracts. The guidelines also require regular monitoring and
reporting of open positions.

b) The guidelines operated by the Company for the use of derivative contracts do not include any
provisions for the use of contracts under which the Company has a right or obligation to acquire or
dispose of assets which was not, at the time the contract was entered into, reasonable likely to be
exercised.

c) The Company was not a party to any such contracts of the kind described in b) at any time during
the financial year.

d) The derivative assets held are valued at market value. There would be no material change in
value of any assets on Form 13 if these contracts were closed as at 31st December 1999.

e} The position under d) would not be different if such options were exercised in such a way as to
change the amounts referred fo in d) to the maximum extent.

fy The position under d) would not have been materially different at any other time during the
relevant financial year.

g) The maximum loss which would be incurred by the Company in the event of failure by any one
other person to fulfil its obligations under these contracts at the end of the financial year under
existing and other foreseeable market conditions is £97,791,353.

The exposure would not have been materially different at any cther time during the relevant
financial year.

h) All derivative assets held during the relevant financial year are admissible.

i) No fixed value consideration was received by the Company during the year in return for granting
rights under derivative contracts.
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Returns under Insurance Companies Legislation

Statement of Additional Information on Shareholder Controllers required by regulation 24 of
the Insurance Companies (Accounts and Statements) Regulations 1996

Name of company Phoenix Assurance Pl¢
Financial year ended 31st December 1999

Statement Pursuant to Regulation 24 of the Insurance Companies (Accounts and Statements)
Regulations 1996

1. The following persons have, to the knowledge of Phoenix Assurance Limited (the Company), been
shareholder controllers of the Company during the year ended 31st December 1999 in
descending order of parentage:

Royal & Sun Alliance Insurance Group plc
Royal & Sun Alliance Insurance plc
Royal & Sun Alliance Life Holdings Limited

2. As at 31st December 1999 the shareholder controllers held 100% of the ordinary shares of its
immediate subsidiary company together with the whole of the voting power at any general
meeting.
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INFORMATION ON APPOINTED ACTUARY

In accordance with Regulation 31 of the Insurance Companies (Accounts and Statements)
Regulations 1996, the Appointed Actuary of Phoenix Assurance Plc, has been requested to
furnish the particulars required in paragraph 1 of the Regulation and has accordingly furnished
the following statement. The Company has reviewed the requirements of Regulation 31 and
is not aware of any further information to that provided by the Actuary.

Particulars of Shareholdings

The Appointed Actuary to the Company was interested during the period from
1st January 1999 to 31st December 1998 in the share capital of the ulfimate hoiding company
as follows:-

1st January 1999 Fully 31st December 1999 Fully

paid shares in Royal & paid shares in Royal &
SunAlliance Insurance SunAlliance Insurance
Group Pic Group Plc
i} 27.5p Ordinary Shares
- In own name and spouse’s 28,464 34,159
iy Options in 27.5p Ordinary Shares 47,085 34,989

under employee share option schemes

Particulars of Pecuniary Interests

There is one Life Assurance contract in force between the Appointed Actuary and companies
in the Royal & Sun Alliance Group Ple, the current annual premium for this being £440.

Particulars of Remuneration, Benefits, Directors Emoluments, Pensions or
Compensation

The aggregate amount receivable by way of remuneration and the value of other benefits
under a contract of employment with Royal & Sun Alliance Insurance Plc during 1999 was
£117 ,475.

The Appointed Actuary is a member of the Sun Alliance Group Staff Pension Scheme on
normal staff terms. The figure shown above excludes the relevant contributions.

Note:

The above information relates to Mr R A J Skillin, the Appointed Actuary from 1 January 1999
to 31 December 1998.
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Certificate required by Regulation 28(a) of the Insurance Companies (Accounts and Statements)
Reguiations 1996.

Name of Company: Phoenix Assurance Plc

Global Business

Financial Year ended: 31st December 1999

We certify that in our opinion:

1. (a)

(b)

(c}

3.(a)

(b)

(d)

In relation to the part of this return comprising Forms 9, 10, 13, 14, 17, 40 to 45, including the
supplementary notes thereto, and the statements required by regulations 23 and 24 of the
Insurance Companies (Accounts and Statements) Regulations 1996 {the "Regulations") that:

(i the return has been prepared in accordance with the Regulations;

(i)  proper accounting records have been maintained and adequate information has been
obtained by the company; and

(i) an appropriate system of control has been established and maintained by the company
over its transactions and records;

in respect of the company’s business which is not excluded by 'Regulation 32 of the Insurance
Companies Regulations 1994, the assets held throughout the financial year in question enabled
the company to comply with Regulations 27 to 31 (matching and localisation) of those Regulations;
and

in relation to the statement required by Regulation 31 that:

{i) for the purpose of preparing the statement, proper accounts and records have been
maintained; and

{i) the information given has been obtained in conformity with that Regulation;

The company has maintained the required margin of solvency throughout the financial year in
question;

the requirements of Sections 28 to 31 of the Insurance Companies Act 1982 (“the Act”) have been
fully complied with and in particular that, subject to the provisions of Section 29(2) to (4) and
Section 30 of the Act, assets attributable to long term business, the income arising therefrom, the
proceeds of any realisation of such assets and any other income or proceeds allocated to the long
term business fund or funds have not been applied otherwise than for the purpose of the long term
business;

any amount payable from or receivable by the long term business fund or funds in respect of
services rendered by or to any other business carried on by the company or by a person who, for
the purposes of Section 31 of the Act, is connected with it or is a subordinate company of it has
been determined and where appropriate apportioned on terms which are believed to be no less
than fair to that fund or those funds, and any exchange of assets representing such fund or funds
for other assets of the company has been made at fair market value;

all guarantees given by the company of the performance by a related company which would fall to
be met by the long term business fund have been disclosed in the return, and that the fund or
funds on which each such guarantee would fall has been identified therein;

in respect of the internal linked fund or funds maintained by the company that, to the best of our
knowledge and belief, the investment policy and practice of the company was, during the financial
year in question, consistent with any representations made to policyhoiders or potential
policyholders of the company;
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{e) the return in respect of long term business is not distorted by agreements with any other company
carrying on insurance business with which the company has financial, commercial or
administrative links or by any arrangements which could affect the apportionment of expenses and
income; and

(f) the company has fully complied with the requirements of Section 31A of the Insurance Companies
Act 1982,

4, We are satisfied that:

(a) the systems of control established and maintained by the company in respect of its business
complied, at the end of the financial year in question, with the following published guidance;

Prudential Guidance Note 1894/6 - "Systems of control over the investments (and counterparty
exposure) of insurance companies with particuiar reference to the use of derivatives";

"Money Laundering - Guidance Notes for Insurance and Retail Products” (revised June 1997)
issued by the Joint Money Laundering Steering Group;

and it is reasonable to believe that those systems continved to so apply subsequently and will
continue to so apply in future; and

(b) the return has been prepared in accordance with the following published guidance:
Prudential Guidance Note 1995/1 “Guidance notes on the valuation of assets regulations”
Prudential Guidance Note 1995/3 “Use of derivative contracts in insurance funds”

Prudential Guidance Note 19398/1 “The preparation of annual returns to the Insurance Directorate
of HM Treasury”

G S PATER DIRECTOR

R E K GREENFIELD DIRECTOR

P S EGAN DIRECTOR

23 June 2000
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APPOINTED ACTUARY'S CERTIFICATE

a) i)

iii)

v)

| certify that:

in my opinion proper records have been kept by Phoenix Assurance plc adequate for
the purpose of the valuation of the liabilities of the long term business of the company;
and

the mathematical reserves as shown in Form 14, together with the additional
mathematical reserves as shown in line 63 of Forms 14 for certain long term funds,
constitute proper provision at 31st December 1998 for the liabilities (other than
liahilities which had fallen due before the end of the financial year) arising under or in
connection with contracts for long term business including any increase in those
liabifities arising from the distribution of surplus as a result of the investigation as at
31st December 1999 into the financial condition of long term business; the additional
mathematical reserves referred to above are as follows: £80,000,000 representing
provision for deferred tax; and

for the purposes of the statement in (i) above the liabilities of the company have been
assessed in accordance with Part IX of the Insurance Companies Regulations 1984 in
the context of assets valued in accordance with Part VIl of those Regulations, as
shown in Form 13; and

the guidance notes "Actuaries and Long-Term Insurance Business (GN1, version 5.1
effective 1 December 1998)" and "Additional Guidance for Appointed Actuaries (GN8,
version 5.0 effective 1 September 1996)", issued by the Institute of Actuaries and the
Faculty of Actuaries, have been complied with; and

in my opinion, premiums for contracts entered into during the financial year and the
income earned thereon are sufficient , on reasonable actuarial assumptions, and
taking into account the other financial resources of the company that are available for
the purpose, to enable the company to meet its commitments in respect of those
contracts and, in particular, to establish adequate mathematical reserves; and

the amount of the required minimum margin applicable to the Company's long term
business immaediately following the end of 1998 (including any amounts resulting from
any increase in liabilities arising from a distribution of surplus as a result of the
investigation into the financial condition of long term business) is £184,927,000.

R A J Skillin

Fellow of the Institute of Actuaries
APPOINTED ACTUARY

23 June 2000
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Report of the auditors to the directors pursuant to regulation 29 of the Insurance
Companies (Accounts & Statements) Regulations 1996

PHOENIX ASSURANCE PLC
Global business
Financial year ended 31 December 1999

We have examined the following documents prepared by the company pursuant to section 17
of the Insurance Companies Act 1982 (“the Act") and the Insurance Companies (Accounts
and Staternents) Regulations 1996 (“the Regulations™)

+ Forms 9, 10, 13, 14, 17 and 40 to 45, (including the supplementary notes thereto) (“the
Forms");

» the statement required by regulation 23 on page 127 (“the statement’); and

» the cerlificate signed in accordance with regulation 28(2) on pages 130 and 131 (‘the
certificate™)

In the case of the certificate, our examination did not extend to:

(a) paragraph 1 in relation to the statements required by reguiations 24 and 31 concerning
shareholder controllers and the Appointed Actuary;

(b) paragraph 3(d) concerning the investment policy and practice of internal linked funds,
required by paragraph 4(d) of Schedule €; and

(c) paragraph 4(a) in so far as it relates to controls with respect to Money Laundering.
Respective responsibilities of the company and its auditors

The company is responsible for the preparation of an annual return (inciuding the Forms,
statements and certificaie) under the provisions of the Act and the Regulations. (The
requirements of the Regulations have been modified by an Order issued under section 68 of
the Act in June 1998 and by an Order on 31 December 1998). Under regulation 5 the Forms
and statements are required to be prepared in the manner specified by the Reguiations and to
state fairly the information provided on the basis required by the Regulations.

It is our responsibility to form an independent opinion as to whether the Forms and statement
meet these requirements, and in the case of the certificate whether it was or was not
unreasonable for the persons giving the certificate to have made the statements therein, and
to report our opinions to you.

Basis of opinions

We conducted our work in accordance with Practice Note; ‘The audit of insurers in the United
Kingdom’ issued by the Auditing Practices Board. Qur work included examination, on a test
basis, of evidence relevant to the amounts and disclosures in the Forms and statement. The
evidence included that previously obtained by us relating to the audit of the financial
statements of the company for the financial year on which we reported on 28 February 2000,
It also included an assessment of the significant estimates and judgements made by the
company in the preparation of the Forms and statements.

We planned and performed our work so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the Forms and statements are free from material misstatement,
whether caused by fraud or other irregularity or error, and comply with regulation 5.
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In the case of the certificate, the work performed involved a review of the procedures
undertaken by the sighatories to enable them to make the statements therein, and does not
extend to an evaluation of the effectiveness of the company’s internal control systems.

In giving our opinion we have relied on the certificate of the actuary on page 132 with respect
to the mathematical reserves and the required minimum margin.

Opinions
tn our opinion:

(2) the Forms and statement fairly state the information provided on the basis required by the
Regulations .(as medified) and have been properly prepared in accordance with the
provisions of those Regulations; and

(b) according to the information and explanations received by us:

(i) the certificate has been properly prepared in accordance with the provisions of the
Regulations; and

(i) it was not unreascnable for the persons giving the certificate to have made the
statements therein.

PricewaterhouseCoopers
CHARTERED ACCOUNTANTS
AND REGISTERED AUDITORS

23 June 2000
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