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Returns under Insurance Companies Legislation Form 9
Statement of solvency

Allied Dunbar Assurance plc

Global business

Financial year ended 31 December 1998

Company
registration GLAJKICM Period ended Units
numbet day month year
R9 865292 GL kh| 12 | 1998 £000
As at the end of As at the end of Source
this financial the previous
=
year year £ © _g
o = Q
1 2 w o O
GENERAL BUSINESS
Available assets
Other than long term business assets allocated towards
general business required minimym margin 1
Required minimum margin
Required minimurn margin for general business 12 12 . 49
Excess (defisiency) of available assets over the required 13
minimum margin (11 - 12)
LONG TERM BUSINESS
Available assets
Long term business admissible assets 21 19,505,205 17,240,262 m . "
Gther than long term business assets allocated towards long
term business required minimum margin 22 292,654 328,807
Total mathematical reserves (after distribution of surplus) 23 19,272,787 17,041,723
Other insurance and non-insurance liabilities 24 232,418 198,539
Available assets for long term business required minimum
margin {21+ 22 - 23 - 24) 25 292,654 328,807
Implicit items admitted under regulation 23(5) of the
Insurance Companies Regulations 1894
Future profits 31 200,000 200,000
Zillmerising 32
Shden fesenes 33
Tota! of available assets and implicit items (25 + 31 + 32+ 33) 34 492 654 528,807
Required minimum margin
Required minimurm margin for long term business 41 252,586 239,450 60 . 89
Explicit required minimum margin (1/6 x 41, or minimum
guarantee fund if greater) 42 42,093 39,908
Excess {deficiency) of available assets over explicit required
minimum margin (25 - 42) 43 250,556 288,899
Excess (deficiency) of available assets and implicit items over 063
the required minimum margin (34 - 41) 44 240, 289'357
CONTINGENT LIABILITIES
Quantifiable coniingent liabilities in respect of other than long term business 51
as shown in a supplementary note fo Form 15
Quantiliable contingent Fabiktres in respect of long term busiress as shown 52
in @ supplementary note to Form 14
K R BALDWIN, Chief Executive P A HODKINSON, Managing Director
S £ DEIGHTON, Finance Director J E BULLIMORE, Appointed Actuary




:eturns under Insurance Companies Legislation Form 10

woa Dunbar Assurance plc
sinhal business

inafncial year ended 31 December 1998

Company
registration GLIUK/CM Period ended Units
number day month year
R10 865292 GL 31 12 1998 £000
As atthe end of As at the end of Source
this financial the previous c
year year £ 2 E
1 2 & = i}
Long term business - admissible assets 11 19,505,205 17,240,262 13 . 89 . 1
Long term business - liabilities and margins 12 19,505,205 17,240,262 14 . 59 . 1
QCther than Long term business - admissible assets 21 372,953 414,809 13. 89. 1
Other than Long term business - liabilities 22 80,299 86,002 15 . 69 . 1
Net admissible assets (21-22) 23 292,654 328,807
Unpaid amounts (including
Other assets allowed to | share premium) on partly paid 24
be taken into account in | sharegs
covering the required Supplementary contributions
minimum margin for a mutual carrying on 25
general business
Liabilities allowed to be | Subordinated loan capital 26
left cut of account in
covering the required Cumulative preference share 27
minimum margin capita|
Available assets (23 to 27) 29 202,654 328,807
Represented by:
Paid up share capital _(other than cumulative 51 198 518 75.918
preference share capital)
Amounts included in lines 24 to 27 above 52
Amounts representing the balance of net assets 56 94,136 252,889
Total {51 to 58) and equal to line 28 above 59 292,654 328,807
Movement of baiance of net assets for solvency
purposes - as per line 56
Balance brought forward at the beginning of the 61 555 889 299 611
financial year ’ ' 10 . 5 . 2
Retained profit/{loss) for the financial year 62 (137,440) (4,226) 1. 59. 1
Movement in asset valuation differences 63 (21,313) (42,656)
i Decreasef{increase) in the provision for adverse 64
i changes
! Other mavements (particulars to be specified by 65 160
way of supplementary note)
Balance carried forward at the end of the financial year 69 94 136 252 889
{61 ta 65) ' '




Returns under Insurance Companies Legislation Form 13
(Sheet 1)
Analysis of admissible assets
Allied Dunbar Assurance pic
Global business
Financial year ended 31 December 1998
Category of assets : Total long term business assets
Company Category
registration GLAUKICM Pericd ended Units  of
number day month year assets
R13 865292 GL 31 12 1998 | £000 10
As at the end of As at the end of
Investments this financial the previous
year year
1 2
Land and Buildings 11
Shares 21
UK insurance
dependants Debt securilies issued by, and loans to, dependants 22
Shares 23
Other insurance
dependants Debt securities issued by, and loans to, dependants 24
Invesiments in Shares 25
group undertakings | Mon-insurance
and participating dependants Debt securities issued by, and loans to, dependants 26
interests
Shares 27
Other group Debt Securities issued by, and loans to, group undertakings 28
Underiakings and
participating Participating interests 29
interests Debt securities issued by, and loans to, undertakings in 30
which the company has a participating interest
Total Sheet 1 (11 to 30) 39




Returns under Insurance Companies Legislation Form 13
(Sheet 2)
Analysis of admissible assets
Allied Dunbar Assurance ple
Global business
Financial year ended 31 December 1998
Category of assets | Total long term husiness assets
Company Category
registration GLAUKICM Period ended Uriits of
number day month year assels
R13 865292 GL 31 12 1998 £000 10
As at the end of As at the end of
Investments (continued} this financial the previcus
Deposits with ceding undertakings year year
Assets held to cover linked liabilities 1 2
Equity Shares a1
Other shares and ather variable yield securities 42
Holdings in collective investment schemes 43
Rights under derivative coniracts 44
Approved securities a5 610,183 367,783
Fixed interest
Debt securities and Other 46 24,483
other fixed income
securilies Approved securities 47
Vfariable interest
Other 48 81,152 93,425
Cther Financial
investments Participation in investment pools 49
Loans secured by mortgages 50 195,365 230,565
Loans to public or local authorities and nationalised 51
industries or undertakings
Other loans Loans secured by policies of insurance issued by the 52 51,101 57 357
company
Cther 53
Deposits with
ap:::e?:l credit Withdrawal subject to a time restriction of one manth orless | 54 40,000 104,998
instituti d
;n:prgvg);fi::ncial Withdrawal subject to a time restriction of more than one 55 38 011 110 620
institutions month ! !
Other 56
Deposits with ceding undertakings 57
Index finked 58
Assets held to match linked liabilities
Praperty linked 59 18,345,715 16,212,647
Provision for unearned premiums 60
Claims outslanding 61
Reinsurers’ share of technical provisions
Provision for unexpired risks 62
Other 63
Total sheet 2 (41 to 63) 69 19,436,010 17,177,395




Returns under Insurance Companies Legislation Form 13
(Sheet 3)
Analysis of admissible assets
Allied Dunbar Assurance plc
Global business
Financial year ended 31 December 1998
Category of assets : Total long term business assets
Company Category
registration GLUKICM Peried anded Units of
number day month year assets
R13 865292 GL kY| 12 1998 £000 10
As at the end of As at the end of
Debtors this financial the previous
Other assets year year
1 2
Debtors arising out | Palicyholders 71 1,224 1,654
of direct insurarce
operations Intermediaries 72 &7 163
Salvage and subrogation recoveries 73
Debtors arising out Due from ceding insurers and intermediaries under reinsurance business 74
. accepted
of reinsurance
operations Due from reinsurers and intermediaries under reinsurance contracts ceded 75
Due in 12 months or less after the end of the financial year 76
Bue from
dependants Due more than 12 months after the end of the financial year 77
Other debtors
Due in 12 months of less after the end of the financial year 78 8,903 28,395
Cther
Due more than 12 manths after the end of the financial year 79
Tangible assets 80
Deposits not subject to time restriction on withdrawal, with approved credit 81 8 808
institutions and appreved financial institutions and local authorities ’
Cash at bank and
Cash in hand 82
Other assets (particulars to be specified by way of supplementary note) B3
Accrued interest and rent B4 39,306 30,762
Prepayments and | Deferred acquisition costs 85
accrued inccme
Other prepayments and accrued income 86 10,887 1,893
Deductions (under regulations 57 (2) {b) and 57 (3) of the Insurance Companies Regulations 87
1884) from the aggregate value of assets
Total sheet 3 (71 to 86 less B7) 88 69,195 62,867
Grand total of admissible assets (39 + 69 + 88) 89 19,505,205 17,240,262
Reconciliation to asset values determined in accordance with the
sharehclder accounts rules
Total admissible assets (as per fine 82 above) 91 19,505,205 17,240,262
Total assets in excess of the admissibility limits of Schedule 12 of the insurance Companies 92
Regulations 1994, (as valued in accordance with thase Reguilations before applying admissibility limits)
Solvency margin deduction for insurance dependants 93
Other differences in the valuation of assets (other than for assets not valued above) 94 {32,560) (27,315)
Assets of a type not valued above, (as valued in accordance with the shareholder accounts rules) 95
Total assets determined in accordance with the shareholder accounts rules (91 to 55) 99 19,472,645 17,212,947

Amounts included in line 89 attributable to debts due from related companies, ather than these under
contracts of insurance or reinsurance




Returns under Insurance Companies Legislation Form 13
{Sheet 1)
Analysis of admissible assets
Allied Dunbar Assurance plc
Global business
Financial year ended 31 December 1998
Category of assets : Total other than long term business assets
Company Category
registrationy GUUKICM Peried ended Units  of
number day month year assots
R13 865292 GL 31 12 1998 | £000 1
As at the end of As at the end of
Investments this financial the previous
year year
1 2
Land and Buildings 11 8,362 8,230
Shares 21
UK insurance
dependants Debt securifies issued by, and loans to, dependants 22
Shares 23 1,407 862
Cther insurance
dependants Debt securilies issued by, and loans to, dependants 24
Investments in Shares 25 24 961 19,898
group undertakings | Non-insurance
and participating dependants Debt securities issued by, and Inans to, dependants 26 51,799 48,539
interests
Shares 27
Other group Debt Securities issued by, and loans to, group undertakings 28
Undertakings and
participating Participating interests 29
interests — - -
Debt securities issued by, and loans to, undertakings in
which the company has a participating interost 30
Total Sheet 1 (11 to 30) 39 86,529 77,529




Returns under Insurance Companies Legislation Form 13
(Sheet 2)
Analysis of admissible assets
Allied Dunbar Assurance ple
Global business
Financial year ended 31 December 1998
Category of assets . Total other than long term business assets
Company Category
registration GLUKICM Period ended Units of
number day month year assets
R13 865292 GL 31 12 1998 £000 1
As at the end of As at the end of
Investments (continued) this financial the previous
Deposits with ceding undertakings year year
Assets held to cover linked liabilities 1 2
Equity Shares 41 12,704 6,125
Other shares and other variable yield securities 42
Heldings in collective invesiment schemes 43
Rights under derivative contracts 44
Approved securities 45
Fixed interest
Debt securities and Other 46 12,589 516
other fixed income
securities Approved securities A7
Variable interest
Other 48 29,662 52,081
Other Financial
invesiments Participation in investment pools 49
Loans secured by mortgages 50 51,413 41,073
Loans to public or local authorities and nationalised 51
industries or undertakings
Other loans Loans secured by policies of insurance issued by the 52
company
Other 53
Deposits with
approved credit Wilhdrawal subject to a time restriction of one month or less | g4 7,000 106,002
institutions and
approved financial Withdrawal suhbject ta a time restriction of more than one 55 148 706 111 680
institutions manth ' ,
Other 56
Deposits with ceding undertakings 57
Index linked 58
Assets held to match linked liabilities
Property linked 59
Provision for ungarned premiums 60
Claims outstanding 61
Reinsurers' share of technical provisions
Provisian for unexpired risks 62
Other 63
Total sheet 2 (41 to 63) 69 262,074 317,487




.«stums under Insurance Companies Legislation Form 13
{Sheet 3)
Analvsis of admissible assets
Allied Dunbar Assurance pl
Global business
Financial year ended 31 December 1998
Category of assets : Total other than long term business asgets
Company Category
registration GLUKICM Period ended Units of
number day month year assets
R13 865292 GL 3 12 1998 £000 1
As at the end of As at the end of
Debtors this financial the previous
Other assets year year
1 2
Debtars arising out | Policyholders 71
af direct insurance
operations Intermediaries 72
Salvage and subrogation recoveries 73
Debtors arising out Due from ceding insurers and intermediaries under reinsurance business 74
. accepted
of reinsurance
operations Due from reinsurers and intermediaries under reinsurance cantracts ceded 75
Due in 12 months or less after the end of the financial year 76
Oue from
dependants Due more than 12 months after the end of the financial year 77
Cther debtors
Due in 12 months or less after the end of the financial year 78 11,498 9,661
Other
Due mere than 12 months after the end of the financial year 79
Tangible assets 80 12,501 8,724
Deposits hot subject to time restriction on withdrawal, with approved credit 81 350 1387
Cash 2 bank and institutions and approved finangial institutions and lecal authorities !
Cash in hand 82 21
Other assets (particulars to be specified by way of supplementary note) 83
Accrued interest and rent 84
Prepayments and Deferred acquisition costs 85
accrued income
Other prepayments and accrued income 86
Oeductions (Under regulations 57 (2) (b} and 57 (3] of the Insurance Companies Regufations 87
1894) from the aggregate valug of assets
Total sheet 3 (71 to 86 less 87) 88 24,350 19,793
Grand total of admissible assets {3 + 89 + 88) 89 372,953 414,809
Reconciliation to asset values determined in accordance with the
sharehoilder accounts rules
Total admissible assets (as per line 89 above) 91 372,953 414,809
Total assets in excess of the admissibility limits of Schedule 12 of the insurance Companies 92 63.768 50.565
Regulations 1994, (as valued in accordance with those Regulations before applying admissibility limits) ' !
Solvency margin deduction for insurance dependants 93 564 546
Other differences in the vaiuation of assets (other than for assets not valued abova) 94 95,123 87,031
Assets of a type not valued above, (as valued in accardance with the shareholder accounts rules) 95
Total assets determined in accordance with the shareholder accounts rules (91 to 95) 99 532,408 552,951
Amounts included in line 89 atiributable te debts due from related companies, other than these under 100 62.256 58.036

contracts of insurance or reinsurance




=turns under Insurance Companies Legislation Form 14
ona term business liabilities and margins
wicd Dunbar Assurance plc
siobal business
inancial year ended 31 December 1998
Company Category
registration GUUKICM Period ended Urits of
number day month year assels
R14 865292 GL 31 12 1998 £000 10
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 18,272,787 17,041,723
Cash bonuses which had not been paid to pélicyholde.r.s prior to end of 1 2 '
the financial year
Balance of surplus (valuation deficit) 13
Long term business fund carried forward (11 to 13) 14 19,272,787 17,041,723
Claims outstanding which Gross Amount 15 65,938 64,162
had fallen due for payment
before the end of the Reinsurers's share 16 7,474 4,758
financiatl year
Net (15-16) 17 58,464 59,410
Provisions for | Taxation 21
Other risks and
charges Cther 22 o T 57,292
Deposits received from reinsurers 23
Direct business 31 10,958 11,193
Arising oul of
Instrance Reinsurance accepted 32
operations Reinsurance ceded 33
Creditors and Secured 34
Debenture loans
other Unsecured 35
liabilities
Amouns owed to credit institutions 36
Taxation 37 39,991 21,323
Other Creditors
Other 38 34,293 29,005
Accruals and deferred income 39 15,737 20,316
Provision for adverse changes (calculated in accordance with e )
regulation 61 of the Insurance Companies Regulations 1994) o
Total other insurance and non-insurance liabilities (17 to 41) 49 232,418 198,539
Excess of the value of net admissible assets 51
Total liabilities and margins 59 19,505,205 17,240,262
Amounts included in line 59 attribttable ta liabilities to related companies,
. . 61
other than those under contracts of insurance or reinsurance ) o
Amounts included in line 59 attributable to liabilities in respect of property
) 62 18,342,056 16,203,832
linked benefits ]
Amoaount of any additional mathematical reserves included in line 51 which 63 ]
have been taken inta account in the appointed actuary’s certificate

10



Returns under Insurance Companies Legislation Form 15
Liabilities (other than long term business)

Allied Dunbar Assurance plc

Global business

Financial year ended 31 December 1998

Company
registration GL/UK/ICM Period ended Units
number day month year
R15 865292 GL 3 12 1998 £000
As at the end of As at the end of
this financial the previous
year year
1 2
Provision for unearned premiums 1"
Claims outstanding 12
Provision for unexpired risks 13
Technical
provisions Credit business 14
(gross Equalisation provisions
amount) Other than credit business 1 5
Other 16
Total (11 to 16) 19
Provisions for | Taxation 21
other risks
and charges | Other 22
Deposits received from reinsurers 31
Direct business 41 19,686 17,128
Arising out of insurance operations Reinsurance accepted 42
Reinsurance ceded 43
Secured 44
Debenture loans
Creditors Unsecured 45
Amounts owed to credit institutions 46 29,663 26,499
Taxation 47 182 53
Cther creditors Recommended dividend 48 10,000 28,200
Other 49 20,768 14,122
Accruals and deferred income 51
Total {19 to 51) 59 80,299 86,002
Provision for adverse changes (calculated in accordance with regulation 61 of the 61
Insurance Companies Regulations 1994)
Cumulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69 80,299 86,002
Amounts included in line 69 attributable to liabilities to related companies, other than 71
those under contracts of insurance or reinsurance 30,768 42,322

1




Returns under Insurance Companies Legislation Form 16
Profit and loss account (non-technical account)

Allied Dunbar Assurance plc

Global business

Financial year ended 31 December 1998

Company
registration GUUK/CM Period ended Units
number day month year
R16 865292 GL ) 12 1998 £000
. . , Source
This financial Previous
year year c
£ @ EEJ
1 2 & 518
Transfer (to)/from the From Form 20 1 0. 9
general business technical
account Equalisation provisions 12
Transfer from the long term business revenue account 13 62,653 27,656 44O . 28
Income 14 22,571 110,138
Investment income yalue re-adjustments on 15 10,273 2111
investments
Qams on the realisation of 16 4
investments
Investment management charges,
. L 17
including interest
Investment Value re-adjustments on
) 18
charges investments
!.oss on the realisation of 19 333
investments
Allocated investment return transferred to the general
. ) 20 20 . 51
business technical account
Other income and charges {(particulars to be specified 21 (12,288) (12,344)
by way of supplementary nole)
Profit or loss on ordinary activities before tax
(11+12+13+14+15+16-17-18-19-20+21) 29 83,213 127,228
Tax on profit or loss on ordinary activities 3 3,253 5,320
Profit or loss on ordinary activities after tax (29 - 31) 39 79,960 121,908
Extraordinary profit or loss (particulars to be specified 41
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39 + 41 - (42 + 43)) 49 79,960 121,908
Dividends (paid and proposed) 51 217,400 126,134
Profit or loss retained for the financial year (49 - 51) 59 {137.440) (4,226)

12




Retumns under Insurance Companies Legislation Form 40

Long term business : Revenue account

Allied Dunbar Assurance plc

Global business

Ordinary business

Financial year ended 31 December 1998

l.ong Term Assurance Fund - Summary

Company No of No of
nre;jg;]s;r:rﬁon SLUK/ICM o Pen:i::t;nded r Units oBAs ;li:::n oy :fnl’zof
R40 865292 GL 31 12 1998 £000 OB 1 0
The financial Previous year
Items to be shown net of reinsurance ceded year
1 2

Earned premiums 11 1,808,534 1,667,414
Investment income receivable before deduction of tax 12 720,996 661,081
Increase (decrease) in the value of non-linked assets brought into account 13 154,470 127,639
Increase (decrease) in the value of linked assets 14 1,609,124 1,386,387
Other income 15 10,323 11,512
Total income (11 to 15) 19 4,303,447 3,854,013
Claims incurred 21 1,450,449 1,326,123
Expenses payable 22 443,986 386,616
Interest payable before deduction of tax 23 3,183 3,779
Taxation 24 112,112 79,627
Other expenditure 25
Transfer to (from) non technical account 26 62,653 27,656
Total expenditure (21 to 26) 29 2,072,383 1,823,801
Increase (decrease) in fund in financial year (19 - 29) 39 2,231,064 2,030,212
Fund brought forward 49 17,041,723 15,611,511
Fund carried forward (39 + 49) 59 19,272,787 17,041,723

13




=#rms under Insurance Companies Legislation Form 41
- term business : Analysis of premiums and expenses
1 Dunbar Assurance ple
~hal business
. Jinary business
=jancial year ended 31 December 1998
~o Term Assurance Fund
Company No of No of
registration GUUKICM Period ended Units CBAB  fund/ part of
number day menth year summary fund
R41 865292 GL 3 12 1998 £000 oB 1 o
Gross Payable to or Net of
recoverable from reinsurance
reinsurers (1-2)
1 2 3
Life assurance and | Single premium 1" 368,604 10 368,594
general annuity
contracts Regular premium 12 479,975 5859 474116
Single premium 13 333,759 333,759
Pension business
contracts Regular premium 14 601,636 814 600,822
Single premium 15
Permanent health
Earned contracts Regular premium 16 33,068 2,725 31,243
premiums in
the financial Single premium 17
year Other contracts
Regular premium 18
Single premium 19 702,363 10 702,353
Total premiums
Regular premium 29 1,115,579 9,398 1,106,181
Total premiums at UK contracts K1 | 1,817,942 9,408 1,808,534
lines 19 and 29
attributable to Overseas contracts 32
Commission payable in connection with 41 196.040 196 040
acguisition of business ’ ’
Other commission payable 42 27,639 27,638
Mane_xg_gment expgnses in connection with 43 162,715 162,715
Expenses acquisition of business
payable in Management expenses in connection with 44 93 598 93 598
the financial maintenance of business ' '
year Other management expenses 45 33,994 33,994
Total expenses (41 to 45) 49 443,986 443,986
Total expenses at UK contracts 51 443,986 443,986
line 49 atiributable
to Overseas contracts 52

14



Returns under Insurance Companies Legislation

Long term business : Analysis of claims

Allied Dunbar Assurance plc

Glohal business

Ordinary business

Financial year ended 31 December 1998

Long Term Assurance Fund

Form 42

Gompany Mo of Ne of
registration GL/UK/CM Period ended Units QOB/IB  func part of
numier day month year summary fund
R42 865292 GL 31 12 1998 £000 OB 1 0
Gross Recoverable Net of
Claims incurred in the financial year from reinsurers reinsurance
(1-2)
1 2 3
On death 11 122,739 4,847 117,892
By way of lump sums on maturity 12 31,766 31,766
Life -
way of
assurance By way of annuity payments 13 27,432 27,432
and annuity By way of payments arising from other 14
contracts insured events
On surrender or partial surrender 15 407,429 14 407,415
Total [ifi i
otfa ife assurance and annuiity 19 589,366 4861 584,505
claims (11 to 15)
On death 21 42,394 a7 42,347
) By way of lump sums on vesting 22 685,370 685,370
Pension
business By way of vested annuity payments 23 38,510 38,510
contracts R
On surrender or partial surrender 24 61,490 61,490
Total pension business claims (21 to 24) 29 827,764 47 827,717
By way of lump sums 31 20,947 636 20,311
Permanent
health By way of periodical payments 32 17,916 17,916
contracts .
Total permanent health claims (31 + 32) 39 38,863 636 38,227
By way of lump sums 4
Other By way of pericdical payments 42
contracts .
Total claims (41 + 42) 49
Total claims (18 + 29 + 39 + 49) 59 1,455,993 5,544 1,450,449
UK contracts 61 1,455,993 5,544 1,450,449
Total claims at line
59 attributable to Overseas contracts 62

15
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Returns under Insurance Companies Legislation Form 44
Long term business : Aggregate revenue account for internal linked funds
Allied Dunbar Assurance plc
Global business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company No of No of
registration GL/UKICM Period ended Units CBMB  fund/ part of
number day month year summary fund
R44 865292 GL 31 12 1998 £000 OB 1 0
Value of total creation of units 1 1,528,037
Investment income attributable to the funds before deduction of tax 12 631,558
Increase (decrease) in the value of investments in the financial year 13 1,703,260
Other income 14
Total income (11 to 14) 19 3,862,855
Value of total cancellation of units 21 1,510,172
Charges for management 22 71,235
Charges in respect of tax on investment income 23 79,728
Taxation on realised capital gains 24 54,474
Increase (decrease) in amount set aside for tax on capital gains not yet realised | 25 33,465
Other expenditure 26 20,209
Total expenditure (21 to 26) 29 1,769,283
Increase (decrease) in funds in financial year (19 - 29) 39 2,093,572
Internal linked funds brought forward 49 15,838,032
Internal linked funds carried forward (39 + 49) 59 17,931,604
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Returmns under Insurance Companies Legislation Form 45
Long terrn business : Supplementary information for internal linked funds
Allied Dunbar Assurance ple
Global business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company No of Ne of
registration GLAUK/CM Period ended Units BB fund/ part of
number day manth year fund
R45 865292 GL 31 12 1998 £000 oB 1 0
Amount of Percentaga Percentage Liquidity Valuation
ASSURANCE FUNDS taxable provision for provision for parcentage price per unit
unrealised tax on tax on
capital gain unrealised realised
or loss capital gains capital gains
Name of fund o % %
1 2 3 4 5 6
Equity Fund Capital Gen. 3 - - - - 12.8184377
Accumulation Gen. 1 1,492,000 2158 25.00 0.83 23.5360364
Gen. 2 - - - - 22.7578941
Gen. 3 - - - - 21.4867026
Gen. 4 - - - - 0.5372049
Gen. 5 - - - - 21.4274208
Praperty Fund Capital Gen. 3 - - - - 5.1216887
Accumulation  Gen. 1 35,281 26.00 26.00 4.21 8 8579395
Gen. 2 - - - - 8.5665527
Gen. 3 - - - - 8.0876544
Gen. 4 - - - - 0.36974549
Gen. § - - - - B.0828046
Managed Fund Capitat Gen. 1 - - - - 7.3684468
Gen. 2 - - - - 7.3675426
Gen. 3 - - - - 10.2501250
Accumulation Gen. 1 (9,470} 2000 - 17.24 18.0466645
Gen. 2 - - - - 17.4526546
Gen. 3 - - - - 16.4524868
Gen. 4 - - - - 0.5254524
Gen. & - - - - 16.4088570
Fixed interest Fund Captial Gen. 3 - - - - 2.6139785
Accumulgtion  Gen. 2 - - - 31.98 47229323
Gen. 3 - - - - 4.4590326
Gen. 4 - - - - 0.3576452
Gen. 5 - - - - 4.4552815
Overseas Earnings Fund Capital Gen. 3 - - - - 9.9318479
Accumulation Gen. 3 85,515 20.28 26.00 (0.09) 15.6457949
Gen. 4 - - - - 0.5770512
Gen 5 - - - = 15.5609639
Gilt-Edged Fund Capita! Gen. 3 - - - - 4.7408938
Accumulation Gen. 3 - - - 94.06 7.4036184
Gen. 4 - - - - 0.5472369
Gen. 5 - - - - 7.3864429
American Equity Fund Capital Gen. 3 - - - - 10.9625483
Accurnulation Gen. 3 52,812 26.00 26.00 212 16.5273183
Gen. 4 - - - - 0.7787803
Gen. 5 - - - - 16.4811173
American Property Fund Accumulation Gen. 3 - - - 9.09 1.3185356
Gen. 4 - - - - 0.216804%
Gen. 5 - - - - 1.3183234
American Managed Fund Accumulation Gen. 3 - - - Q.13) 6.7925644
Gen. 4 - - - - 0.7007433
Gen. & - - - - 6.7892281
European Fund Aggumulation Gen. 3 15,038 26.00 26.00 455 Q.7377039
Gen. 4 - - - - 0.5987581
Gen. 5 - - - - 0.7359172
Far East Fund Accumulation Gen 3 - - - 0.20 2.2926935
Gen. 4 - - - - 02532842
Gen. 5 - - - - 2.2861003
High !ncome Fund Accumulation  Gen. 3 93,458 26.00 26.00 0.12 0.5388399
Gen 4 (1) - - - - 05277629
Gen. 4 (2) - - - - 0.5183996
Gen. 5 - - - - 05374915
GEB Cash Fund Accumulation Gen. 5 - - - 9974 58683055
Distribution Bond Capital Fund Accumulation Gen. & - - - 12.66 0.2916972
Bistribution Bond Cash Fund Accumulation Gen. & - - - - 5.9559826




Returns under Insurance Companies Legislation Form 45
Long term business : Supplementary information for internal linked funds
Allied Dunbar Assurance plc
Global business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company No ef No of
registration GLUK/CM Period ended Units OB/B fund/ part of
number day month year fund
R45 865292 GL 31 12 1998 £000 OB 1 0
Amount of Percentage Percentage Liquidity Valuation
ASSURANCE FUNDS taxable provision for provisien for percentage prica par unit
unrealised tax on tax on
capital gain unrealised realised
or loss capital gains capital gains
Name of fund % % 9%
1 2 3 4 ] 6
Managed Income Accumulation Gen. 4 1,682 19.98 26.00 0.58 0.4278185
Cautious Managed Growth Accumulation Gen. 4 1,122 19.96 26.00 218 0.4293482
Balanced Managed Graowth Accumulation Gen. 4 653 18.91 26.00 (1.10) 0.4230670
Adventurous Managed Growth Accumulation Gen. 4 434 19.84 268.00 1.02 0.4194268
UK Eqguity Income Accumulation Gen. 4 - - - 10.20 0.42956858
UK Monthly Income Accumulation Gen. 4 - - - (7.16) .4005775
UK Corporate Bond Accumulation Gen. 4 33 18.95 26.00 2.21 C.4408520
Maney Securities Accumulation Gen. 4 10 20.47 26.00 1.27 0.3863435
UK Growth and Income Accumulation Gen. 4 1 18.28 26.00 0.65 £.4103005
UK Growth Accumulation Gen. 4 70 20.00 26.00 5.04 0.4533337
UK Smaller Companies Growth Accumulation Gen. 4 - - - - 3610773
UK Select Growth Accumulation Gen. 4 15 20.14 26.00 (1.46) 0.4523414
American Grawth Accumulation Gen. 4 336 19.93 26.00 2.45 0.4876916
American Select Growth Accumulation Gen, 4 151 19.89 26.00 583 0.4863436
American Smalier Companies Grawth Accumulation Gen. 4 35 19.80 26.00 (7.25) 0.4360125
European Growth Accumulation Gen. 4 307 19.90 26.00 1.04 0.4675027
European Select Grawth Accumulation Gen. 4 256 19.91 28.00 (1.30) 0.4819412
European Smaller Companies Growth  Accumulation  Gen. 4 25 20.13 26.00 8.63 0.4616834
Japan Growth Accumulation Gen. 4 - - - - 0.2838746
Japan Smaller Companies Grawth Accumulation Gen. 4 5 21.74 26.00 - 0.4492918
Asia Growth Accumulation Gen. 4 - - - - 0.2468611
Far East and Japan Grawth Accumulation Gen. 4 - - - (61.86) 0.2723125
Latin America Growth Accumulation Gen. 4 5 2006 26.00 - 0.2728408
Global Bond Accumulation Gen. 4 15 2013 26.00 378 0.4080730
Global Select Growth Accumulation Gen. 4 3 19.10 26.00 {0.70) 0.4135488
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Returns under insurance Companies Legislation Form 45
Long term business : Supplementary information for internal linked funds
Allied Dunbar Assurance ple
Global business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company Ne of No of
registration GLAUK/ICM Period ended Units CB/B fung/ part of
number day menth year fund
R45 865292 GL M 12 1998 £000 0B 1 0
Amount of Percentage Percentage Liquidity Valuation
PENSICN FUNDS taxable provision for provision for percentage price per unit
unrealised tax on tax on
capital gain unrealised realised
or loss capital gains capital gains
Name of fund % % %
1 2 3 4 5 []
Pension Equity Fund Capital Gen. 2 - - - - 25.9732437
Gen. 3 - - - - 25.7998868
Accurniiation Gen. 1 - - - 201 56.1113064
Gen 2 - - - - 52.0826178
Gen 3 - - - - 51.7275064
Gen 7 - - - - 1.5254586
Pension Preperty Fund Capital Gen. 1 - - - - 8 4466751
Gen. 2 - - - - 7.7176340
Gen. 3 - - - - 7.7157216
Accumulation Gen. 1 - - - 290 22.3581115
Gen. 2 - - - - 20.4307702
Gen. 3 - - - - 20.4255494
Gen. 7 - - - - 1.3527977
Pension Managed Fund Capital Gen. 1 - - - - 17.3237479
Gen. 2 - - - - 15.8202751
Gen. 3 - - - - 15.7300973
Accumutation Gen. 4 - - - 16.71 458167208
Gen. 2 - - - - 44.8666704
Gen. 3 - - - - 416215433
Gen. 7 - - - - 1.5226047
Pension Fixed Interest Fund Capital Gen. 1 - - - - 47713677
Gen. 2 - - - - 4.3596912
Gen. 3 - - - - 43467038
Accumulation Gen. 1 - - - 3074 11.4344458
Gen. 2 - - - - 10.4459834
Gen. 3 - - - - 10.4133377
Gen. 7 - - - - 1.1803108
Pensionr Gilt-Edged Fund Capitai Gen. 2 - - - - 7.0230324
Gen. 3 - - - - 6 9859394
Accumulation Gen. 2 - - - 92,40 15.2059978
Gen. 3 - - - - 15.1364017
Gen. 7 - - - - 1.6569756
Pension American Equity Capital Gen. 3 - - - - 4.6479722
Fund Accumulation Gen. 3 - - - 0.08 7.8641495
Gen. 7 - - - - 2.3430559
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Returns under Insurance Companies Legislation Form 45
Long term business : Supplementary information for internal linked funds
Allied Dunbar Assurance plc
Global business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company No of No of
registration GLUKICM Period ended Units OBfIB fund/ part of
number day moenth year fung
R45 865292 GL 31 12 1998 £000 OB 1 [+]
Amount of Percentage Percentage Liquidity Valuation
PENSION FUNDS taxable provision for provision for percentage price per unit
unrealised tax on tax on
capital gain unrealised lised
of loss capital gains capital gains
Name of fund % % %
1 2 3 4 5 6
Pension Far East Fund Capital Gen. 3 - - - - 2.0122526
Accumutation Gen. 3 - - - N 3.4046419
Gen. 7 - - - - 0.6618861
Pension European Fund Capital Gen, 3 - - - - 0.7893012
Accumulation Gen 3 - - - 3.40 12006858
Gen 7 - - - - 2.0172605
Pension GEC Average Accumulation Gen. 7 - - - 50.00 1.1192583
100% Fund
Pension GEC Average Accumulation Gen. 7 - - - 99.17 1.1192626
87.5% Fund
Pension GEC Spot Accumulation Gen. 7 - - - 100.00 1.1192625
100% Fund
Pensicn GEC Spot Accumulation Gen. 7 - - - 100.00 1.1192626
97.5% Fund
Baring Pension Equity Fund Capital Gen. 3 - - - - 0.5224694
Accumulation Gen. 3 - - - 0.18 0.7611078
Gen. 7 - - - - 1.4811851
Baring Pension American Capitai Gen. 3 - - - - 0.9612056
Equity Fund Accumulation Gen. 3 - - - Q.69 1.4002989
Gen. 7 - - - - 25147213
Baring Pension European Capital Gen. 3 - - - - 1.0490920
Fund Accumulation Gen. 3 - - - 010 1.5300723
Gen. 7 - - - - 1.9951702
Baring Pension Far East Capital Gen. 3 - - - - 0.1936228
Fund Accumulation Gen. 3 - - - 011 0.2820764
Gen 7 - - - - 0.5010818
HSBC Pension Equity Fund Capita Gen, 3 - - - - 0.5332724
Accumulaticn Gen. 3 - - - (.10 0.7768279
Gen. 7 - - - - 1.7110501
HSBC Pension American Capital Gen. 3 - - - - 0.7506169
Equity Fund Accumulation Gen. 3 - - - 1.07 1.0837113
Gen. 7 - - - - 1.6032201
HSBC Pension European Capttal Gen. 3 - - - - 0.8104699
Fund Accumulation Gen, 3 - - - 1.46 1.32645834
Gen. 7 - - - - 2.1871366
HSBC Pension Far East Capital Gen. 3 - - - - 0.2417987
Fund Accumulation Gen. 3 - - - 079 0.35229686
Gen, 7 - - - - 0.5957826
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Returns under Insurance Companies Legislation Form 45
Long term business : Supplementary information for internal linked funds
Allied Dunbar Assurance pic
Giobal business
Ordinary business
Financial year ended 31 December 1998
Long Term Assurance Fund
Company No of No ot
reg/stration GL/UKICM Period ended Units OB/IB fund/ part of
number day month year fund
R45 865292 GL 31 12 1998 £000 OB 1 [
Amount of Percentage Percentage Liquidity Valuation
PERMANENT HEALTH INSURANCE FUND taxable provision for provision for percentage price per unit
unrealised tax on tax on
capital gain unrealised realised
or loss capital gains capital gains
Name of fund % % %
1 2 3 4 5 6
PH! Claims Gen. 1 - - - 98.09 3.7291060
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SCHEDULE 4

VALUATION REPORT on Allied Dunbar Assurance plc

1. The investigation relates to 31 December 1988.
2. The previous investigation related to 31 December 1997.
3.  The valuation is in conformity with regulation 64 of the Insurance Companies Regulations 1994.

4. NON-LINKED CONTRACTS

4.(1) (a) -
(b) Growth Retirement Plan Building Society Related Generation 1, Generation 2, and Generation 3

These products are periodic premium deferred annuities written under the provisions of the Income and Corporation
Taxes Act 1670. Basic Contributions are payable to the vesting age. There is an option to pay single premiums
from time 1o time. These plans have not been offered by the Company since 1978.

For Generations 1 and 2, 100% and for Generation 3, a percentage of Basic Contributions for the third and
subsequent policy years is accumulated at a rate of interest not less than the rate determined by the Actuary by
reference to the rates of interest charged for new offers of mortgage advances on the security of owner occupied
private dwellings by the five largest UK Building Societies. During 1998, the average accumulation rate was 8.7%.
For Generations 1 and 2, 98% and for Generation 3, 95% of single premiums is accumulated at the same rate of
interest. The relevant percentage of Basic Contributions for the first two policy years is accumulated to the Vesting
Age at a rate of interest 3%% less than that rate; for Generations 1 and 2, after the Vesting Age they are
accumulated at the full rate.

Basic Contributions in respect of the first two policy years are referred to as Initial Premiums; all other Contributions
are referred to as Subseguent Premiums.

Examples of the percentage of each Basic Contribution to be accumulated for Generation 3 are as follows:

Number of Years between Commencement and the Vesting Age
5 10
or less 6 7 8 9 or more
95% 96% 97% 98% 99% 100%

If premiums are payable monthly a Service Premium is added to the Basic Contribution. Service Premiums are not
included in the accumulations.

There is an optional additional benefit providing waiver of premium on disability.

At the Vesting Age the accumulated amount of the Initial Premiums and Subsequent Premiums is used to
determine the annuity to be paid. The annuity may be linked to the rate determined by the Actuary as described
above or may be of a level amount. The amount of the annuity will be determined by the Vesting Age and, in the
case of an annuity for a level amount, the yield on an appropriate mix of fixed interest stocks as determined by the
Actuary. For Generation 1 policies the amounts of the annuity payable will be based on the a(55) annuitant
mortality tables. For Generation 2 and Generation 3 policies the amounts of annuity payable will be based on
mortality rates at the time. No current annuity rates are shown as the Company offers the option to transfer the
fund to any other office.

If the Planholder decides to start drawing an annuity at other than the Vesting Age dsfined in the policy, the annuity
will be based on the sum of:

1, The accumulated amount of the Initial Premiums reduced by a factor which depends on the generation and
the number of years to the Vesting Age or, in the case of Generation 3, the 25th policy anniversary if earlier.

2. The accumulated amount of the Subsequent Premiums.
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Exampies of the factors are as follows:

Number of Years Generation 1 Generations 2/3
0 1.000 1.000
5 0.847 0.818
10 0.725 0.678

On death before the annuity commences, either the accumulated amount or an annuity based on the amount and
under the same terms as those at the Vesting Age is paid.

The policy may be made paid-up with the accumulated amount remaining unaltered.
At the company's discretion a transfer value may be available, equal to the sum of;

1. The accumulated amount of the Initial Premiums reduced by an early retirement factor which depends on
the generation and the number of years to the Vesting Age or, in the case of Generation 3, the 25th policy
anniversary if earlier.

2. The accumulated amount of the Subsequent Premiums.
Growth Retirement Plan Deposit Administration

Growth Retirement Plan Deposit Administration is a periodic premium deferred annuity written under the provisions
of the Income and Corporation Taxes Act 1970. The plan description is the same as that for Growth Retirement
Plan Building Society Related Generation 3 except that:

1. The accumulation rate is dectared by the Company from time to time according to the then current
conditions. During 1998, the average accumuiation rate was 8.3%.

2. The percentage of single premiums accumulated varies as for the Basic Contributions.
This plan has not been offered by the Company since 1984,
Executive Pension Plan Building Society Related Generation 1 and Generation 2

These products are periodic premium deferred annuities written under the provisions of the Finance Act 1970. The
plan is able to receive payments in respect of contracted-out National Insurance rebates and associated incentive
and tax relief payments. These are refeired to as Protected Rights payments.

For Generaticn 1 each policy has a Standard Retirement Age of 65 for males and 60 for females. For Generation 2
a Standard Retirement Age is selected at commencement. There is an option to increase periodic premiums and to
pay single premiums from time to time. These plans have not been offered by the Company since 1978.

A percentage of initial periedic premiums for the third and subsequent policy vears, of increases for the third and
subsequent policy year after the date of the increase, and of Protected Rights payments is accumulated at a rate of
interest not less than the rate determined by the Actuary by reference to the rates of interest charged for new offers
of mortgage advances on the security of owner ocoupied private dwellings by the five largest UK Building Societies.
During 1998, the average accumulation rate was 8.7%. For Generation 1, a percentage of single premiums and for
Generation 2, 95% of single premiums is accumulated at the same rate. A percentage of all other periodic
premiums is accumulated to the Standard Retirement Age at a rate of interest 3%% less than the rate; for
Generation 1 after the Standard Retirement Age they are accumulated at the full rate. Periodic premiums in
respect of the first two policy years and in respect of the first two years of any increase are referred to as Initial
Premiums: all other periodic premiums and single premiums are referred to as Subsequent Premiums. The
percentage to be accumulated depends on the age at entry for Generation 1 and the number of years from the
commencement date to the Standard Retirement Age for Generation 2.

If premiums are payable monthly a Service Premium may be added fo the pericdic premium. Service Premiums
are not included in the accumulations.

Examples of the percentage of each premium fo be accumulated are as follows:

For Generation 1

Age at Entry
20 30 40 50 80
100% 100% 100% 100% 95%
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For Generation 2

Number of Years to Standard Retirement Age
5 10
or less 6 7 8 9 or more
85% 96% 87% 98% 99% 100%

The percentage of Protected Rights payments accumulated is as foliows:

Amount of Percentage
Payment Accumulated
£ %
0-499 94
500 - 899 95
1,000 or more 96

At the Standard Refirement Age the accumulated amount of the Initial Premiums and Subsequent Premiums is
used to determine the annuity to be paid. The amount of annuity will be determined by the Standard Retirement
Age, mortality rates at the time and the yield on an appropriate mix of fixed interest stocks as determined by the
Actuary. For Generation 1 there is a guaranteed minirmum pension based an the non Protected Rights amounts to
be accumulated.

Examples of the guaranteed annuity rates per £1,000 to be accumulated are as follows:

Retirement Age Male Female
£ £
60 a7 80
65 110 99
70 125 112

No current annuity rates are shown as the Company offers the option to transfer the fund to any other office.

if the Planhoider decides to start drawing an annuity at other than the Standard Retirement Age the annuity will be
based on the sum of:

1. The accumulated amount of the Initial Premiums reduced by a factor which depends on the number of
years to the Standard Retirement Age.

2. The accumulated amount of the non Protected Rights Subsequent Premiums.
In such circumstances the guaranteed minimum pension is based on the amount of non Protected Rights
Subsequent Premiums to be accumulated plus the amount of Initial Premiums to be accumulated reduced by the

factor,

Examples of the factors used to reduce the accumulated amount of the Initial Premiums and the amount of the
Initial Premiums to be accumulated are as follows:

Number of Years to Standard Retirement Age
&) 5 10
1.000 0.818 0.678

At or after State Pension Age the accumulated amount of the Protected Rights payments may be used without
penalty to determine the Protected Rights annuity to be paid. The amount of the annuity will be determined by
applying the Company's then current Protected Rights annuity rates to the accumulated value of the payments. No
current Protected Rights annuity rates are shown as the Company offers the option to transfer the fund to any other
office.

On death before State Pension Age the accumulated value of the Protected Rights payments may be used, without
penalty, to pay either a lump sum or widow/widower's annuity, as circumstances dictate, with the option of
transferring the fund to any other office.

On death before the non Protected Rights annuity commences the non Protected Rights accumulated amount is
paid.



The policy may be made paid-up at any time. On conversion, for Generation 2, if less than two years premiums
have been paid, or if less than two years increase premiums have been paid, the accumulated amount of the
relevant Initial Premiums is reduced by a factor which depends on the number of years to the Standard Retirement
Age; otherwise the accumulated amount remains unaltered.

Examples of the factors for Generation 2 when one years premiums have been paid are as follows:

Number of Years to Standard Retirement Age
0 5 10 15 20 or rzT:sore
1.00 0.20 0.82 Q.76 0.70 0.66
A transfer value is available and is equal to the sum of:
1. The accumulated amount of the Initial Premiums reduced by an early retirement factor (as shown above)

which depends on the number of years to the Standard Retirement Age.
2. The accumulated amount of the Subsequent Premiums.,
Executive Pension Plan Deposit Administration
Executive Pension Plan Deposit Administration is a periodic premium deferred annuity written under the provisions
of the Finance Act 1970. The plan description is the same as for Executive Pension Plan Building Society Related

Generation 2 except that:

1. The accumulation rate is a rate of interest which is declared by the Company from time to time according to
current investment conditions. During 1998, the average accumulation rate was 8.3%.

2. The percentage of single premiums accumulated varies as for periodic premiums.
The plan has not been offered by the Company since 1984,
Executive Penslon Plan Mortgage Related

Executive Pension Plan Mortgage Related is a deferred annuity written under the provisions of the Finance Act
1970. Each policy has a Standard Retirement Age.

The benefit only arises when amounts are transferred from one of the Company's Executive Pension Plan linked
funds. Neither periodic nor single contributions are allowed.

Any amounts transferred which relate to periodic premiums paid in respect of the first twe policy years, or in
respect of the first two years of any increase in periodic premiums, are referred to as Initial Contributions; any
remaining amounts are referred to as Subsequent Contributions.

Subsequent Contributions are accumulated at a rate of interest which is declared from time to time by the Company
with the advice of the Actuary. Initial Contributions are accumulated at a rate of interest 3.5% less than the
declared rate. The average rate of interest applied to Subsequent Confributions during 1298 was 2.3%.

At the Standard Retirement Age the accumulated amount of the Initial Contributions and Subsequent Contributions
is used to determine the annuity to be paid. The amount of the annuity will be determined by the Standard
Retirement Age, mortality rates at the time and the yield on an appropriate mix of fixed interest stocks as
determined by the Actuary.

No current annuity rates are shown as the Company offers the option to transfer the fund to any other office.

If the Policyholder decides to start drawing an annuity at other than the Standard Retirement Age the annuity will be
based on the sum of:

1. The accumulated amount of the Initial Contributions reduced by a factor which depends on the number of
years to the Standard Retirement Age.

2. The accumulated amount of the Subsequent Contributions.

Examples of the factors used to reduce the accumulated amount of the Initial Contributions are as follows:

Number of Years to Standard Retirement Age
0 5 10
1.000 0.818 0.678
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On death before the annuity commences the accumulated amount is paid.

If the associated unit linked Executive Pension Plan is made paid-up before two years premiums have been paid
the accumulated amount of the Initial Confributions is reduced by a factor which depends on the number of years to
the Standard Retirement Age.

Examples of the factors where one years premiums have been paid are as follows:

Number of Years to Standard Retirement Age
0 5 10 15 20 or fr?ore
1.00 0.90 0.82 0.76 0.70 0.66
A fransfer value is available and is equal to the sum of;
1. The accumulated amount of the Initial Contributions reduced by an early retirement factor (as shown above)

which depends on the number of years to the Standard Retirement Age.
2. The accumulated amount of Subsequent Premiums.
Executive Retirement Plan Morigage Related

Executive Retirement Plan Mortgage Related is a deferred annuity with optional additional life assurance benefits. It
is written under the provisions of the Finance Act 1870. Each policy has a Sslected Retirement Age.

The benefit only arises when amounts are transferred from one of the Company's Executive Retirement Plan linked
funds. Periodic and single contributions are not allowed.

Any part of the amount transferred which relates to periodic premiums paid in respect of the first two policy years is
referred to as Initial Contributions; the remaining part is referred to as Subsequent Contributions.

Subsequent Contributions are accumulated at a rate of interest which is declared from time to time by the Company
with the advice of the Actuary. Initial Contributions are accumulated at a rate of interest 3.5% less than the
declared rate. The averags rate of interest applied to Subsequent Contributions during 1998 was 9.3%.

At the Selected Retirement Age the accumulated amount is used to determine the annuity to be paid. The amount
of the annuity will be determined by applying the Company's then current annuity rates. No current annuity rates
are shown as the Company offers the option to transfer the fund to any other office.

If the Planholder decides to start drawing an annuity at other than the Selected Retirement Age or elect for a
transfer value payment, then the amount of the annuity or transfer value payment will be based on the sum of:

1. The value of the accumulated Initial Contributions, reduced by a factor which depends on the number of
years to the Standard Retirement Age and the state of health of the member. The Standard Retirernent
Age is the Selected Retirement Age except for policies issued since June 1987, where age 65 is used if
less than Selected Retirement Age.

2. The accumulated amount of the Subsequent Contributions.

Examples of the current factors used to reduce the accumulated amount of the Initial Contributions where the
member is in good health are as follows:

Number of Years to Standard Retirement Age
o] 5 10
1.000 0.752 0.584

On death before the annuity commences the accumulated amount of the Subsequent Contributions is paid.

Contribution Protection Benefit and additional life assurance benefits may be added. Descriptive information for
these benefits is shown within the description of the Executive Retirement Plan.

Non-Linked Pension in Payment
Non-Linked Pension in Payment is an immediate annuity which arises from a death or a maturity under a Growth

Retirement Plan, Personal Pension Plan, Executive Pension Plan, Executive Retirement Plan, Personal Pension
Account or an Executive Pension Account. From February 1997 the Company was also open to new business.

32



Group Disability Scheme

Group Disability Scheme provides disability benefits before retirement for members of one of the Company Pension
Schemes and for persons opting out of the Company Pension Schemes. Premiums are paid monthly.

Renewable Convertible Term Assurance

Renewable Convertible Term Assurance is a pericdic premium ten year term assurance, under which a Service
Premium is payable.

The product is also an optional additional benefit which was available at commencement for the Maximum
Protection Plan and the Growth Savings Plan both of which are no longer offered by the Company. No Service
Premium is payable for this additional benefit.

This plan is now only available as the result of a renewal option.

Home Incoime Plan

Home Income Plan is an immediate annuity payable monthly in arrears without proportion. The purchase price is a
loan provided by the Company against the security of a house. The loan bears interest at a fixed rate during the
lifetime of the annuitant or surviver of the annuitants in the case of a joint life and last survivor annuity and is
repayable on death.

Some policies guarantee a retumn of a proportion of the purchase price on death during the first three years of the
contract. The proportion is 75% in the first year, 50% in the second year and 25% in the third year.

This plan is now only available to existing clients.

Lifetime Income Plan

Lifetime Income Plan is a combination of an immediate annuity and a deferred annuity. It may be either a singie iife
contract or a joint life and last survivor contract where one life is a male and the other a female. This plan has not
been offered by the Company since 1979.

The immediate annuity is payable half-yearly or annually in arrears for the single fife contract and half-yearly in
arrears for the joint life and last survivor contract. it incorporates a death benefit of the premium reduced by the

amount of any annuity payments made.

The deferred period of the deferred annuity on a single life plans depends on the age at entry; on joint life and last
survivor plans the deferred period depends on the age at entry of the younger life.

Examples of the deferred periods in years on single life plans are as follows:

Age at Entry
60 70 80
25 15 10

Examples of the age of the younger life at which the deferred annuity commencss on joint life and last survivor
plans are as follows:

Age of Younger Life at Entry
60 70 80
85 85 90

The deferred annuity may be surrendered at any time before payments commence and the deferred periocd may be
lengthened or shortened. The surrender value is at the discretion of the Actuary.

If the deferred annuity is taken at a time other than the end of the deferred pericd the amount of the annuity is
calculated by applying an annuity rate to the surrender value. Such an annuity is referred to as an Additional
Annuity.

Before the annuity commences or the contract is surrendered the death benefit under the deferred annuity is the
premium increased by the amount of the annuity payments made under the immediate annuity with a maximum of
the total premium for the contract. After the deferred annuity commences or the contract is surrendered there is no
death benefit.
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5.(1) LINKED CONTRACTS

{a) Maximum Protection Plan

{b) Non-profit whole life assurance,

{c} Premiums may be paid monthly or annually.

(d) The allocation to units under this plan depends on the age at entry and duration in-force, however, as all plans are
now over four years old, the only factor relevant is the age at entry. Where premiums are paid monthiy an
additional service premium is payable, which is not invested in units.

On death, the benefits paid are the greater of the sum assured and the value of units allocated. if the policy has a
surrender value of at least £500 then the policy may be paid-up. In this instance, the units allocated remain
unchanged and the policy benefits are altered to those of a Single Premium Bond.

For lives assured aged less than 46 at eniry there is a waiver of premium benefit on disability inciuded in the plan.

(e} -

(f) The margins available from this plan which are needed to meet the costs relating to expenses, commissions,
mortality and waiver of premium on disability are :

- the annual management charge on the unit funds of 0.75% pa
- the 5% bid/offer spread in the allocation of units
- unallocated premiums arising from a margin in the unit allocation percentage, which ranges from 90% for
lives aged 20 at entry to 73% for lives aged 60 at entry
- the service premium (for monthly premium business).
(g) The annual management charge of 0.75% pa is fixed by the palicy provisions.
(h) The surrender value is value of units allocated.
(i) The benefits provided under this plan are linked to the Company's Managed Fund.
-
{k} The plan has not been offered by the Company since 1985.
M -
(a) Variable Investment Plan 97 and Variable Investment Plan 100
(b) Non-profit whole life assurance.

{c) Premiums may be paid monthly or annually.

(d) As all policies are now over 10 years old, 105% of each basic premium is allocated to units. Where the basic
premium is less than £500 pa or £50 pm an additional service premium is payable which is not invested in units.

On death, the greater of the sum assured and the value of units allocated is paid. If a policy is made paid-up the
units allocated remain unaltered.

For some policies, the premium has been reduced to £1 pa and the sum assured to £50. Annual or half-yearly
withdrawals have been established. This facility was closed to new requests in 1988.

(e} -

() The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charges on the unit funds of 0.5% pa
- the 5% bid/offer spread in the allocation of units, which is largely offset by the 105% unit allocation rate
- any service premiims payable.

(@) The annual management charge of 0.5% pa is fixed by the policy provisions.

(h) As all policies are now over 10 years old, the surrender value is the value of units allocated.

(i) The benefits provided under any policy are linked to one or more of the Company’s internal linked funds.



G -

(k) The plans have not been offered by the Company since 1978.
o -

(a) Variable Investment Plan

(b} Non-profit whole life assurance.

{c) Premiums may be paid monthly or annually.

(d) As all policies are now over 10 years ofd, 105% of each basic premium is allocated to units. Where the basic
premium is less than £500 pa or £50 pm an additional service premium is payable which is not invested in units,

The death benefit is the greater of the sum assured and the value of units allocated. The policy may be made paid-
up if its surrender value exceeds £1,000. The paid-up sum assured is calculated by reducing the original sum
assured in the ratio of the amount of premiums paid to the amount of premiums payable to age 75.

{e) -

(f} The margins available from this plan which are needed fo meet the costs relating o expenses, commissions and
mortality are :

- the annual management charges on the unit funds of 0.75% pa
- the 5% bid/offer spread in the allocation of units, which is largely offset by the 105% unit allocation rate
- any service premiums payabie.

(g) The annual management charge of 0.75% pa is fixed by the policy provisions.

(h) The surrender value is the value of units allocated.

(i) The benefits provided under any policy are linked to one or more of the Company's internal linked funds.

W -

(k) The plan has not been offered by the Company since 1979.
m -

(a) Whole Life Plan

(b} Non-profit whole life assurance.

(c) Premiums may be paid monthly or annually.

{d) The plan is available as a single life, joint life first death or joint life second death contract. As all policies have now
heen in-force at least 2 years, the allocation to units now only depends on the type of contract, and is at the rate of
95% for single life and joint life first death confracts and 92 5% for joint (ife second death contracts. Units are
allocated at the published bid prices. In certain cases, a service premium is payable which is not invested in units.
Units are deducted each month to cover the expected mortality costs.

The death benefit is the sum assured or value of units allocated, if greater.

Cn the death of the first life on a joint life second death contract, additicnal units are allocated to increase the value
of units by the difference between the prospective single life reserve for the survivor and the prospective joint fife
reserve.

If the surrender value of the policy exceeds £1,000 it may be made paid-up. On conversion, the units aliocated
remain unaltered and the death benefit reduces to that of 2 Single Premium Bond. As an altemative to this, the
death benefit may be maintained at its original or a reduced ievel. In these circumstances, units are deducted each
month to cover the expected mortality cost and the appropriate expense allowance.

At the end of the tenth policy year a Policy Review is carried out to ensure the policy remains adequately funded,
and this may result in an adjustment to the premium or sum assured. This is then repeated at five yearly intervals
up to age 70 and annually thereafter (at the discretion of the Company). At the same time, the service premium is
reviewed.
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(e)
N

(@)

(h)
{
0
(k)
o
(@
(b)
()
(d)

For lives accepted at standard rates, an optional Guaranteed Insurability Option Benefit is available. This benefit
allows the policyholder to effect additional whole life assurances, without evidence of health, on specified
anniversaries throughout the duration of the plan. There are upper limits as to the age at the option date and the
total additional cover selected. An additional premium is payable for this benefit which is not invested in units.

For lives accepted at standard rates, a waiver of premium on disability benefit is also available. This applies to
single life contracts and to one of the lives assured under a joint life first death contract. An additional premium is
payable for this benefit which is not invested in units.

The margins avaifable from this plan which we needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charges on the unit funds of 0.75% pa

- the menthly mortality deductions from units {to cover the expected costs)

- unallocated premiums arising from a margin in the unit allocation percentage (as indicated earlier)
- any service premiums payable.

The annual management charged of 0.75% pa is fixed by the policy provisions. The mortality tables used to
calculate the monthly mortality deductions are restricted to the current assured lives tables published by the
Institute and Faculty of Actuaries (currently AMB0/AFSQ),

The surrender value is the value of units allocated.

The benefits provided by any policy are linked to one or more of the Company’s internal linked funds.

The plan has not been offered by the Company since 1983,

Adaptable Life Plan
Non-profit whole fife assurance.
Premiums may be paid monthly or anhually.

The plan is available on a single life, joint life first death or joint life second death contract. For each policy there is
an initial period during which there is no allocation of premiums to units. After this period has expired, allocation to
units is at the rate of 100%.

Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Eamings Index. The deductions for mortality reflect the company’s own mortality
experience and can be varied at the Actuary's discretion.

For single life and joint life first death versions the sums assured can be chosen to be either a level amount
throughout or an amount for the first ten years reducing to a lower level thereafter. The joint life second death
varsion is always written with a level sum assured throughout.

The death benefit is the greater of the sum assured and the value of units allocated. For policies issued after
January 1994, a terminal ilness benefit was included. This benefit allows the sum assured to be paid out early
where we receive evidence that the life assured has contracted a terminal illness and has a life expectancy of less
than 12 months.

On the death of the first life on a joint life second death contract, additional units are allocated to increase the value
of units by the difference between the prospective single life reserve for the survivor and the prospective joint life
reserve,

For policies issued pricr to June 1989 there is an option to make the policy paid-up provided the surrender valus
exceeds £1,000. In these instances, the vakie of units remains unaltered and the sum assured reduces to the
value of units. Monthly deductions to provide for the expense charge continue. As an alternative to this, there
remains an option for all policies to cease paying premiums and retain the original level of sum assured. In these
circumstances, deductions for mortality and expenses will continue until the unit reserve is exhausted, when the
policy will be lapsed without value.

All policies are subject to Policy Reviews, at pre-determined times, to ensure they remain adequately funded, and
this may result in an adjustment to the premium or sum assured. For most policies this first occurs at the end of
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V)

the tenth policy year. This is then repeated at five yearly intervals up to age 70 and annually thereafter (at the
discretion of the Company).

At the end of the tenth policy year the following options are available :

1. For policies issued prior to April 1988 a regular withdrawal facility is avaitable where the surrender value
exceeds £5,000. If this option is selected, the sum assured and annual premium under the plan are
reduced to £50 and £1 pa respectively. Regular withdrawals may then be taken from the unit fund.

2 The sum assured may be reduced, with the premium maintained at the criginal level.

3. If the sum assured was chosen to be an amount for ten years reducing to a lower level thereafter, the sum
assured may be maintained at the original level for payment of an additional premium, calculated using
current rates.

The Index Life Assurance Benefit provides the option for lives accepted at standard rates to increase the cover
under the plan, without evidence of health, on each policy anniversary. The rate of increase in cover is chosen at
outset between the growth in the Average Earnings [ndex (AEF or the fixed rates of 5% or 10% pa. For earlier
versions of this plan, only the AE! rate was available. The premium for the increase is calculated using current
rates. An additional charge is made for this option,

For plans with a level sum assured and issued prior to June 1989, a Guaranteed insurability Option Benefit is
available for fives accepted at standard rates. This provides the option to increase the cover under the policy on
consecutive third anniversaries, without evidence of health. There are upper limits as to the age at the option date
and the amount of the additional cover selected. Premiums for the additional cover are calculated using current
rates. An additional charge is made for this option.

For lives accepted at standard rates, a waiver of premium on disability benefit is also available. An additional
premium is payable for this benefit which is not invested in units.

For policies issued between June 1989 and February 1993 there was an option to add a |ifeline benefit to the policy
at the commencement of the plan. If this benefit is selected, units are deducted each month to provide a transfer of
funds to a related Lifeline Critical lliness Benefit. Further details are given with the description of the Lifeline Critical
liness Benefit. in the event of a claim under this benefit the plan ceases.

The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the unallocated premiums payable during the nil allocation period of the policy
- the 5% bid/offer spread on the allocation of premiums after this iniial period

- the monthly deductions for expenses to cover an expense charge

- the monthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 0.75% pa or 1.25% pa depending on the
product generation. However, the effective rate of charge is zero because this is fully reinvested in each plan by
the allocation of additional units.

(g} -

(h)
M
a)
Ly
M

(=
{b)

The surrender value is the value of units allocated.
The benefits provided by any policy are linked to one or more of the Company’s internal linked funds.
This contract was open to new business during 1998.

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Average Earnings Index. The deductions for lavel plans have moved as follows :

1997 1998

£pa fpa
Issued before February 1994 22.08 2292
Issued after January 1994 18.96 19.68

Lifestyle Plus

Non-profit whole fife assurance.
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(c) Premiums may be paid monthly or annually.

(d} The plan is available as a single life or joint life first death confract. For each policy there is an initial period during

()
f

which there is no allocation to units. After this period has expired, allocation to units is at the rate of 100%.

Units are deducted each month to cover an expense charge and the cost of mortality. The monthiy expense charge
is adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light
of the growth in the Average Eamings Index. The deductions for mortality reflect the Company’s own mortality
experience and can be varied at the Actuary's discretion.

There are also units deducted each moenth to provide a transfer of funds to a related Lifestyle Plus Critical lliness
Benefit. In the event of a claim under this benefit the plan ceases, except in the case of a children's critical ilihess
benefit claim. Further details are given within the description of the Lifestyle Plus Critical lliness Benefit.

The sum assured on the policy is payable in the event of a critical iliness claim, and can be chosen to be either a
level amount throughout or an amount for the first ten years reducing to a lower lovel thereafter.

The standard death benefit under the policy is the greater of the vaiue of units allocated and the total annualised
premium. As an alternative however, the full life cover option may be chosen, in which case the death benefit is
equai to the sum assured.

There is an option to make the policy paid-up provided the surrender value exceeds £1,000. [n these
circumstances, the life cover and the Lifestyle Plus Critical lliness Benefit will be maintained at the original level and
the unit deductions for expenses, mortality and the transfer of funds to the refated Lifestyle Plus Critical lliness
Benefit continue until the unit reserve is exhausted, when the policy will lapss without value.

All policies are subject to Policy Reviews, at predetermined times, to ensure they remain adequately funded, and
this may result in an adjustment to the premium or sum assured. For most policies this first occurs at the end of
the tenth policy year. This is then repeated at five yearly intervals up to age 70 and annually thereafter (at the
discretion of the Company).

For plans with a reduced sum assured at the end of the first ten years there is an option to maintain the sum
assured at the level of the first ten years.

The Indexation option enables the policyholder to increase the cover under the plan on each policy anniversary,
without evidence of health. Each increase will be in line with the growth in the Average Earnings Index. The
premium for the increase is calculated using then current rates. An additional charge is made for this option.

For lives accepted at standard rates, a waiver of premium on disability benefit is also availeble. An additional
premium is payable for this benefit which is not invested in units.

The margins available for this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the unallccated premiums payable during the nil allocation period of the policy
- the 5% bid/offer spread on the allocation of premiums after this initial period

- the menthly deductions for expenses to cover an expense charge

- the monthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 1.25% pa, however, the effective rate of
charge is zero because this is fully reinvested in each plan by the allocation of additional units.

(9) -

{h) The surrender value is the value of units allocated.

(i
G
(k)
0

The benefits provided by any policy are linked to one or more of the Company's internal linked funds.

This contract was open to new business during 1998,

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Average Earnings Index. This has resutted in the expense deduction for level plans increasing from £22.08 in 1897
to £22.92 in 1998.

(a) Single Premium Bond
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(b) Non-profit whole life assurance.
{c) A single premium contract.
{d) 100% of the single premium is allocated to units.

Some policies contain the option to transfer part of the value of the units allocated into a Fixed Account and then to
take loans from that account.

The death benefit is the sum of the Fixed Account and the value of the units allocated increased by a factor which
depends on the age at death, less any loans. These factors range from 2,50 at age 20 to 1.01 at age 80.

(e) For some Single premium Bonds linked to the Fixed interest Fund the Company guarantees that the value of units
surrendered will not be less than their value at the bid price ruling when they were allocated.

() The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charges on the unit funds. This is at the rate of 0.375% pa for Generation 1
policies, 0.5% pa for Generation 2 policies and 0.75% pa for Generation 3 policies.
- the 5% bid/offer spread in the allocation of units.

{9} The annual management charges of 0.375% pa, 0.5% pa and 0.75% pa for Generations 1, 2 and 3 respectively are
fixed by the policy provisions.

(h) The surrender value is the value of units allocated plus any Fixed Account amount, less any loans.
{l) The benefits provided by any policy are linked to one or more of the Company’s internal linked funds.
G -

(k) Generation 1 policies have not been offered by the Company since 1972, Generation 2 since 1976 and Generation
3 since 1990.

o -

(a} Investment Bond

{b} Non-profit whole life assurance.

{c) A single premium contract.

{d) 100% of the single premium is allocated to units. Top-ups to the original investment are allowed, as are
withdrawais. Policies issued before 1 August 1990 are eligible for a bonus allocation of 5% of the value of the Bond
on 1 January 2000 (allocated at bid price).

The sum assured is equal to the original investment plus any additional investments made to the bond less any

withdrawals or partial surrenders taken from the bond. The death benefit is the greater of 101% of the value of
units and the sum assured.

(e) -

{f) The margins arising from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charge on the unit funds. This is at the rate of 1.25% pa, except for Generation 4

Series 1 of the High Income Fund, where the rate is 1% pa.
- the 5% bidfoffer spread in the aflocation of units.

(g} -

{h) The surrender value is the value of units surrendered.

(i) The benefits provided by any policy are linked to one or more of the Company's internal linked funds.
{ -

(k) This contract was open to new business during 1898

-
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(a) Guaranteed Equity Bond
{b) Non-profit whole life assurance.
(c) A single premium contract.

(d) Internal linked Cash Fund units are allocated initially at the rate of 100%. These are converted at the first Set Date
into notional Guaranteed Equity Bond FTSE units of equal value. Set Dates are quarterly, as determined by the
Company.

At each Set Date, investment growth equal to a percentage of any increase in the FTSE 100 Index is added. The
percentage rate is declared by the Company quarterly in advance and makes allowance for an annual management
charge equal to 0.75% pa and depends on investment conditions at the time.

Top ups to the original investment are allowed, as are withdrawals.

The sum assured is equal to the original investment plus any additional investments made to the bond less any
withdrawals or partial surrenders taken from the bond.

The death benefit is the greater of the surrender value and the sum assured. The death bensfit is normally valued
at the next quarterly date after invesiment growth has been added.

(e} The notional Guaranteed Equity Bond FTSE unils are guaranteed not to fall in vaiue, provided there is no
counterparty default.

{f) The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charges on the unit funds of 0.75% pa
- the 5% bid/offer spread in the affocation of units,

{g) -

(h) The surrender value at any Set Date is equal to the sum of the value of internal Cash Fund units allocated and the
value of notional Guaranteed Equity Bond FTSE units allocated. The surrender value at other times is the
surrender value at the previous set date reduced by a surrender charge. The level of this surrender charge is
determined by the Company from time to time, in line with current investment conditions.

(i) As mentioned above, benefits under this policy are linked to the Cash Fund initially, when they are later transferred
to create notional units in the Guaranteed Equity Bond FTSE Fund.

0 -

(k) This contract was open o new business during 1998,
0 -

(a) Distribution Bond

(b) Non-profit whole life assurance.

(¢) A single premium contract.

(d) Units are initially allocated to the Distribution Capital Fund at a rate of 100% for investments up to £14,999 and at
the rate of 101% for larger investments. Top ups fo the origina! investment are allowed, as are withdrawals.

Twice yearly an amount is removed from the Distribution Capital Fund, having regard to the yields on the underlying
assets in the fund, and appiied to purchase policyholder units in the Oistribution Cash Fund. This transaction
results in no change in total unit value.

The sum assured is equal to the original invesiment plus any additional investments made to the bond less any
withdrawals or partial surrenders taken from the bond. The death benefit is the greater of the value of units
allocated and the sum assured.

(e} -

(f) The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are :

- the annual management charges on the unit funds of 1.375% pa
- the 5% bid/offer spread in the allocation of units



(@ -

(h} The surrender value is the value of units allocated.

(i) The benefits provided by this policy are linked to two internal linked funds operated by the Company - the
Distribution Bond Capital Fund and the Distribution Bond Cash Fund.

0 -

(k) This contract was open to new business during 1998.
n -

(a) Maximum Investment Plan 1979

{b) Non-profit ten year endowment assurance.

(c) Premiums may be paid monthly or annually.

{d) The plan is available as a single life or joint life second death contract. Each plan is divided into a maximum of ten
policies.

At the maturity date each policy has the following options:

1. The policy may be converted to a whole life assurance with a sum assured of £50 and a nominal annual
premium of £1. Existing units remain allccated to the policy in full. Annual or half-yearly withdrawals may
then be taken from the policy.

2. Full premiums may be paid for a furiher ten years, after which all options are again available.

Prior to the maturity daie, the percentage of each premium allocated to units depends on the total plan premium,

the premium for the smallest policy if the plan has been divided, the frequency of premium payment and the age at

entry. After the maturity date, allocation to units is at the rate of 105%, if premiums have been paid in full.

The death benefit is the greater of the sum assured and the surrender value.

If the surrender value of the policy exceeds £1,000, it may be made paid-up. As all policies have now been in-force

at least ten years, there is now no penalty on surrender. The death benefit of a paid-up policy is equal to its
surrender value.

(e) -

{f) The margins arising from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the annual management charge on the unit funds of 0.Y5% pa
- the 5% bid/offer spread in the allocation of units, which is largely offset by the 105% unit allocation rate.

{9) The annual management charge of 0.75% pa is fixed by the policy provisions.

(h) As all policies have now been in-force at least ten yesars, the surrender value is the value of units allocated.

(i} The benefits provided by any policy are finked to one or more of the Company's internal linked funds.

0 -

(k) The plan has not been offered by the Company since 1885

W -

(a) Maximum Investment Plan 1992

{b) Non-profit ten year endowment assurance.

(c) Premiums may be paid monthly or annually.

(d) The plan is available as a single life or joint fife second death contract. The allocation rate of premium to units

varies according to the size of the annual premium, ranging from 97% for amounts under £600 pa to 103% for
amounts over £1,199 pa.
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Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of each year by an amount that the Actuary considers appropriate in line with the growth
in the Average Eamings Index. The deductions for mortality reflsct the Company's own mortality experience and
can be varied at the Actuary's discretion.

The death benefit is the greater of the sum assured and the surrender value.

If the surrender value exceeds the current Company minimum, a policy may be made paid-up. On conversion, the
units aflocated are reduced such that the vailue of the reduced units is equal fo the surrender vaiue, The sum
assured of a paid-up policy remains unchanged. Monthly unit deductions to provide the expense charge and
mortality costs continue.

The indexation option may be selected at commencement and this enables the policyholder to increase the regular
premium on each policy anniversary in line with the growth in the Average Earnings Index. The premium increase
will also result in an increase to the sum assured.

For single life versions of the plan which are accepted at standard rates a benefit to provide for waiver of premium
on disability may be added to the policy at commencement. An additional premium is payable for this option which
is not invested in units.

Al the end of the tenth policy year there is an option to continue full preriums for a further ten years or altemnatively
withdrawals may be taken from the plan. If the plan is continued, the expense deduction will cease and the
indexation option and waiver of premium benefit will not be available.

() The margins arising from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are;

- the annual management charge on the unit funds, currently at the rate of 1.25% pa

- the 5% bid/offer spread in the allocation of units

- unaliocated premiums arising from a margin in the unit allocation percentage {as indicated eartier)
- the menthly mortality deductions from units (to cover the expected costs)

- the monthly deductions for expenses to cover an expense charge

- any charges applied when plans are surrendered or made paid-up.

{g) -

(h} The surrender value is the value of the units allocated reduced by 12.5% of the premiums payable between the
surrender date and the end of the tenth year.

(i) The benefits provided by any policy are linked to one or more of the Company’s internal linked funds.

0 -

(k) This contract was open to new business during 1998.

() On 1 January 1998, the level of expense deductions charged to policyholders was reviswed in the light of the
growth in the Average Earnings Index. This resulted in the expense deduction increasing from £22.08 pa in 1897
to £22.92 pa in 1998.

(a} Adaptable Endowment Plan

(b} Nen-profit endowment assurance,

(c} Premiums may be paid monthly or annually.

{d) The plan is available as a single fife or joint life first death contract. For each policy there is an initial period during
which there is no allocation of premium to units. After this period has expired, allocation to units is normally at the
rate of 100%. The excepticn to this is for plans issued between February 1988 and May 1990, where the ultimate
allocation rate is 102%.

Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Earnings Index. The deductions for mortality reflect the Company’'s own mortality

experience and can be varied at the Actuary’s discretion.

The death benefit is the greater of the sum assured and the value of units allocated.
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(e)
(f)

If the surrender value exceeds the current Company minimum, a policy may be made paid-up. In this event, the
units allocated remain unchanged and the death benefit reduces to the surrender value. Monthly unit deductions to
provide the expense charge continue.

All policies are subject to Policy Reviews at predetermined times to ensure they remain adequately funded, and this
may result in an increase to the premium or an extension to the term of the plan. For most policies this first occurs
at the end of the tenth policy year. This is then repeated at five yearly intervals until the outstanding term reduces
to less than five years, from which time it may be made at the discretion of the Company, but not mere frequently
than once per year.

For policies issued after January 1988 a low start option was introduced. Under this option, the premium increases
at each of the first four policy anniversaries by an amount equal to 25% of the original premium.

For lives accepted at standard rates, a waiver of premium on disability benefit is also available. This benefit is
available on the single life version or to one of the lives assured under the joint life first death version. An additional
premium is charged for this option which is not invested in units.

For policies issued after May 1939 the option to add a Lifeline Critical lliness Benefit was introduced. In March
1993 this benefit was replaced with a Lifestyle Critical Hiness Benefit. In the case of both these benefits, units are
deducted each month to provide a transfer of funds to the related Lifeline or Lifestyle Critical lllness Benefit, as
appropriate. Further details of these benefits are given on pages 58 and 59. In the event of a claim under this
benefit the plan ceases.

The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the unallocated premiums payable during the nil allocation period of the policy

- the 5% bidfoffer spread on the allocation of premiums after this initial period (partially offset by the 102%
unit allocation rate on some earlier generations of this business)

- the monthly deductions for expenses to cover an expense charge

- the monthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 0.75% pa, or 1.25% pa, depending on the
product generation. However, the effective rate of charge is zero because this is fully reinvested in each plan by
the allocation of additional units.

(a) -
(h) The surrender value is the value of units allocated.

M
W
{k)
0

The benefits provided by any policy are linked to one or more of the Company’s internal linked funds.
This contract was open to new business during 1998,

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Average Earnings Index. Details of the increases are:

1997 1998

£pa £pa
Issued before February 1988 2208 22,92
Issued after January 1988 24.48 25.56

(a) Adaptable Investment Plan

(b) Non-profit ten year endowment assurance.

{(c) Premiums may be paid monthly or annually.

(d) The plan is available as a single life or joint life second death contract. The percentage of premiums allocated to

units depends on the policy duration or, for increase premiums, the duration of the increase.

Units are deducted each month to cover an expense charge and mortality cost.  The monthly expense charge is
adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Earnings Index. The deductions for mortality reflect the Company’s own experience and
can be varied at the Actuary’s discretion.



The death benefit is the greater of the sum assured and the value of units allocated.

If the surrender value exceeds the current Company minimum, the policy may be made paid-up. In this instance,
the units allocated remain unchanged and the death benefit reduces to the surrender value. Monthly unit
deductions to provide the expense charge continue.

At the end of the tenth policy year there is the option to continue full premiums for a further ten years. Alternatively,
the policy may be converted to a whole life assurance with a sum assured of £50 and a nominal annual premium of
£1. Annual or half-yearly withdrawals may then be taken from the plan.

There is an option to increase the regular premium on each policy anniversary in line with the increase in the
Average Earnings index. The sum assured for the increase is calculated as for a new policy.

For single life policies accepted at standard rates, there is also a waiver of premium on disability benefit available.
An additional premium is charged for this option which is not invested in units.

{e) -

(f} The margins available from this plan which are needed to mest the costs relating to expenses, commissions and
mortality are:

- the unalflocated premiums arising from the margin included in the unit allocation rate. Unit allecation is
at the rate of 75% for the first policy year, 100% for years 2-5 and 102% for subsequent years.

- the 5% bid/offer spread in the allocation of units

- the monthly deductions for expenses to cover an expense charge

- the menthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 0.75% pa, however, the effective rate of
charge is zero hecause this is fully reinvested in each plan by the allocaticn of additional units.

(9 -

{h) The surrender value is the value of units allocated.

(i) The benefits provided by any policy are linked to one or more of the Company's internal linked funds.
a -

(k) This plan has not been offered by the Company sihcs 1988.

() On 1 January 1998, the expense deduction levied on this plan was uplifted to reflect the movement in the Average
Earnings Index. This resulted in the expense deduction increasing from £20.88 in 1997 to £21.60 pa in 1988.

{a) Income Protection Plan
(b) Non-profit term assurance.
(c) Premiums may be paid monthly or annually.

(d) For each pdlicy there is an initial period during which there is no allocation of premium to units. After this period
has expired, allocation to units is normaily at the rate of 100%. The exception to this is for plans issued between
July 1988 and May 1980, where the ultimate allocation rate is 102%.

Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Eamings Index. The deductions for mortality reflect the Company's own mortality
experience and can be varied at the Actuary’s discretion.

Units are also deducted each month to provide a transfer of funds to a related Income Protection Plan Disability
Benefit. Further details are given within the description of the Income Protection Plan Disability Benefit.

The sum assured is equal to the total initial annualised premium. The death benefit is the greater of the sum
assured and the value of units allocated. A policy may not be made paid-up.

All policies are subject to Policy Reviews, at predetermined times, fo ensure they remain adequately funded, and
this may result in an increase to the premium. For most policies this first occurs at the end of the fifth policy year.
This is then repeated at 5 yearly intervals up to five years before the Termination Date when the frequency will
increase to yearly.

(=) -



{f The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the unallocated premiums payable during the nil allocation peried of the policy

- the 5% bid/offer spread on the allocation of premiums after this initial period (partially offset by the 102%
unit allocation rate on some earlier generations of this business)

- the monthly deductions for expenses to cover an expense charge

- the monthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 0.75% pa or 1.25% pa, depending on the

praduct generation. However, the effective rate of charge is zerc because this is fully reinvested in each plan by
the allocation of additional units.

(9} -

(h} The surrender value is the value of units allocated.

(i) The benefits provided by any policy are linked to one or more of the Company's internal linked funds.

(k) This contract was open to new business during 1998.

() On 1 January 1998, the expense daduction levied on this plan was uplifted to reflect the movement in the Average

Earnings Index. This resulted in the annual expense deduction increasing from £22.08 pa in 1997 to £22.92 pa in
1908.

(a) Adaptable Term Plan
{b) Non-profit term assurance
{c} Premiums may be paid monthly or annually.

(d) The plan is available as a single life or joint life first death contract. For each policy there is an initial period during
which there is no allocation of premiums to units. After this period has expired, allocation to units is at the rate of
100%.

Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of sach calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Earnings Index. The deductions for mortality reflect the Company’s own mortality
experience and can be varied at the Actuary’s discretion.

The death benefit is equal to the sum assured. The policy may not be made paid-up. If premiums cease, the policy
lapses without value.

All policies are subject to Policy Reviews at predetermined times to ensure they remain adequately funded, and this
may resuft in an adjustment to the premium or sum assured. For most plans, this will occur onh every fifth
anniversary and on each of the last four anniversaries before expiry.

For lives accepted at standard rates, the following options may be added to the plan.

The Conversion option enables the policyholder to convert the plan into a whole life or endowment policy for the
same sum assured. The premium charged will be based on then current rates.

The Indexation option enables the policyholders to increase the cover under the plan on each policy anniversary in
line with the growth in the Average Earnings Index. The premium for the increase is again calculated using then
current rates.

The Renswal option may be added to the plan at commencement. This enables the policyholder at the end of the
term to renew the life cover for a further term. The premium payable will be based on then current rates.

There is an option to add a waiver of premium on disability benefit at commencement of the policy. This applies to
the single life version or to one of the lives assured under the joint life first death version.

(&) -

{f) The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the unallocated premiums payable during the nil allocation period of the policy
- the 5% bid/offer spread on the allocation of premiums after this initial period
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(a)
(b)
(©)
(d)

(e)
0

- the monthly deductions for expenses to cover an expense charge
- the monthly deductions for mortality to meet the expected mortality cost.

The annual managernent charge on the units allocated by the plans is 0.75% pa or 1.25% pa, depending on the
product generation. However, the effective rate of charge is zero because this is fully reinvested in each plan by
the allocation of additional units.

There is no surrender value available under this contract.

The benefits provided under this plan are linked to one or more of the Company’s internal linked funds.

The contract was open to new business during 1998.

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement on the
Average Earnings Index. This has resuited in the deductions for level plans moving from £19.80 pa in 1997 to
£20.64 pain 1998.

Lifestyle
Non-profit term assurance.
Premiums may be paid monthly or annually.

The plan is available on a single life or joint life first death contract. For sach policy there is an initial period during
which there is no allocation of premiums to units. After this has expired, allocation to units is at the rate of 100%.

Units are deducted each month to cover an expense charge and mortality costs. The monthly expense charge is
adjusted at the beginning of each calendar year by an amount that the Actuary considers appropriate in the light of
the growth in the Average Earnings Index. The deductions for mortality reflect the Company’s own mortality
experience and can be varied at the Actuary's discretion.

Units are also deducted each month to provide a transfer of funds to a related Lifestyle Critical lliness Benefit. In
the svent of a claim under this benefit the plan ceases. Further details are given within the description of the
Lifestyle Critical lliness Benefit.

The death benefit is equal to the total annualised premium. The policy may not be made paid-up. If premiums
cease, the policy lapses without value.

All policies are subject to Policy Reviews at predetermined times to ensure they remain adequately funded, and this
may result in an adjustment to the premium or Lifestyle Critical lliness Benefit. For most policies this on every fifth
anniversary and on each of the |last four anniversaries prior to expiry.

The Indexation option enables the policyholder to increase the cover under the plan on each policy anniversary in
line with the growth in the Average Eamings index. The premium for the increase is calculated using the then
current rates.

For lives accepted at standard rates a Renewal option may also be added to the plan at commencement. This
enables the policyholder at the end of the term to renew the benefits for a further term. The premiums payable will
be based on then current rates.

For lives accepted at standard rates there is also the option to add a waiver of premium on disability benefit to the
plan at commencement. This applies to the single life version or to one of the lives assured under the joint life first
death version.

The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the unallocated premiums payable during the nil allocation pericd

- the 5% bid/offer spread on the sllocation of premiums after this initial period
- the monthly deductions for expenses to cover an expense charge

- the monthly deductions for mortality to meet the expected mortality cost.

The annual management charge on the units allocated by these plans is 1.25% pa, however, the effective rate of
charge is zero because this charge is fully reinvested in each plan by the allocation of additional units.
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(h} There is no surrender value available under this contract.

0
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The benefits provided by this plan are linked to the Company’s Fixed Interest Fund.

{k) This contract was open to new business during 1998.

m

On 1 January 1888, all expense deductions on these plans were uplifted to reflect the movement in the Average
Earnings Index. This has resulted in the deductions for level plans maving from £22.08 pa in 1987 to £2292 in
1998.

(a) Growth Retirement Plan

(b} Non-profit deferred annuity

(¢) Regular premiums may be paid monthly or annually. Additionally, there is the optien to pay single premiums from

time to time.

(d) The benefits provided by this plan are written under the provisions of the Income and Corporations Taxes Act 1970.

(=)
®

(9)

For the first two policy years, the units allocated in respect of regular contributions are of the Capital type. For
subsequent regular premiums and all single premiums, the units allocated are of the Accumulation type. For
Generations 1,2 and 3 of this plan all premiums are allocated to units at the rate of 100%, whereas for Generation
4, the unit allocation rate depends on the term of the plan.

If premiums are payable monthly, an additional Service Premium is payable which is not allocated to units.

At the vesting age, the units allecated are used to determine the annuity to be paid. The annuity may bs linked to
units of the Company's Pension Funds, or may be of a level amount. The Company also offers the option to
transfer the fund to any other office. For generations 1 and 2 of this plan there is a mortality guarantee provided in
the annuity rates that the amount of the annuity will be based on the a({55) annuitant mortality table.

For Generations 2 and 3 of this plan, the value of units allocated in respect of basic contributions will be increased
by 2% when an annduity or death benefit becomes payable if the basic contributions have been paid each year.

If the policyholder decides to start drawing en annuity at other than the vesting age, the annuity will be based on the
sum of:

1. The value of the Capital units allocated, reduced by a factor which depends on the generation and the
outstanding term.
2. The value of the Accumulation units allocated.

On death before the annuity commences, either the value of units allocated or an annuity based on that value and
under the same terms as those at the vesting age is paid. After one years premiums have been paid, the policy
may be made paid-up with the units allocated remaining unaftered,

There is an optional additional benefit providing waiver of premium on disability. An additional premium is payable
for this benefit which is not invested in units.

The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
moertality are;

- The annual management charges on the unit funds. For Accumulation units, this charge is at the rate of
0.375% pa for Generation 1 and 0.75% pa for later Generations. For Capital Units, the annual
management charge is 3.5% pa higher than the coresponding Accumulation unit charge.

- the 5% bid/offer spread on the allocation of premiurms to units

- Unallocated premiums arising from the margin in the unit allocation rate (for shorter term Generation 4
business)

- any Service Premiums payable.

The rates of annual management charges on the unit funds are fixed by the policy provisions.

(h} The transfer value is calculated using the same method as that used to determine the amount of the fund available

on early retirement.
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(i) The henefits provided by any policy are linked to one or more of the Company's internal linked funds.
o -

(k) The plan has not been offerad by the Company since 1984.

m -

(a) Personal Pension Plan

(b) Non-profit deferred annuity

(c) Regular premiums may be paid monthly or annually. Additionally, there is the option to pay single premiums from
time to time.

{d) For plans issued prior to July 1988, the benefits under this plan are approved under the Income and Corporation
Taxes Act 1970. For plans issued after this date, the benefits are written under the Income and Corporation Taxes
Act 1988,

For the first two policy years, the units allocated in respect of regular contributions are of the Capital type. For
subsequent regular premiums and all single premiums, the units allocated are of the Accumulation type. From
June 1988, the plan is also available to receive Protected Rights payments from the DSS, which are also allocated
to Accumulation Units.

Each policy has a Selected Retirement Age, and periodic premiums are payable to this age. The policyholder has
the right to increase periodic premiums.

Units are deducted each month to provide an expense charge. The amount of the expense charge is adjusted at
the beginning of each year by an amount that the Actuary considers appropriate in the light of the growth in the
Average Earnings Index.

At or after a Normal Retirement Age the value of units allocated may be used, without penalty, to determine the
annuity to be paid. The amount of this annuity will be determined by applying the Company's then current annuity
rates to the value of the units. As an altemnative, the Company offers the option to transfer the fund to any other
office.

If the policyholder decides to start drawing an annuity earlier than the Normal Retirement Age the annuity will be
based on the sum of:

1. The value of the Capital units allocated reduced by a factor which depends on the state of health of the
policyholder and the number of years to the Normal Retirement Age.

2. The value of Accumulation units allocated.

The basic death benefit provided by the plan, excluding any additional benefits which may be added, is the value of
Accumulation units allocated.

For plans issued prior to July 1988 a Contribution Protection Bensfit was available. If the benefit is selected, then
the death benefit is increased by the amounts allocated to Capital units. Units are deducted each month to mest
the mortality cost associated with this benefit. The deductions for mortality reflect the Company’s own mortality
experience and can be varied at the Actuary’s discretion. [n July 1988 this benefit was replaced with a Full Return
of Fund Benefit which provides a sum assured equal to the value of Capital units allocated in the policy. The cost
of mortality associated with this benefit is again met by monthly unit deduction.

An optional term assurance benefit, referred to as a Personal Life Plan, may also be added to this plan. This
benefit may also exist on a stand-alone basis. The cost of mortality associated with this benefit is mst by menthly
unit deduction. Where this benefit exists with a Personal Pension Plan, the Company has the right to make
appropriate deductions from the units allocated to the Personal Pension Plan to support the Personal Life Plan.

Personal Life Plans with no related Personal Pension Plan are subject to Policy Reviews at predetermined fimes to
ehsure they remain adequately funded and this may result in an adjustment to the premium or sum assured.
These normally occur on every fifth policy anniversary and on each of the last four anniversaries before expiry of
the benefit.

For lives accepted at standard rates, there is an option to increase the sum assured under the Personal Life Plan at
each policy anniversary in line with the growth in the Average Earnings Index. The premium for the increase will be
based on current rates at the time of increase.

The Personal Pension Plan may be made paid-up at any time without penalty. If premiums cease on a Personal
Life Plan the life assurance lapses without value. Contribution Protection Benefit or Full Return of Fund Benefit
may be continued. The monthly deductions to cover the expense charge and any mortality cost continue until the
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annuity commences. If the value of units allocated to the policy becomes insufficient to cover the monthly
deduction then the policy terminates without value.

Provided that the policyholder is accepted at standard rates, a bensfit to provide for waiver of the Personal Pension
Plan periodic premium on disability may be added to the policy. An additional premium is payable for this benefit
which is not invested in units.

From July 1988 the Personal Pension Plan was available to be administered for a group of policyholders, but the
plans continue to be individually identifiable. |n this case the plan is referred to as a Group Personal Pension Plan.

The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
martality are:

- the annual management charge on the Capital unit funds at the rate of 4.25% pa taken daily. For the
Accumulation unit funds the annual management charge is 0.75% pa taken daily, however, this is fully
reinvested in each policy by the allocation of additional units, so that the effective rate of charge is zero.

- the monthly deductions for expenses to cover an expense charge.

- where applicable, the monthly deductions for mortality to meet the expected mortality cost

- the margin or cost included in the unit allocation rate. For regular premiums to the Personal Pension Plan,
unit allocation is at the rate of 100%, except for the premiums due on or after the eleventh policy
anniversary prior fo the Normal Retirement Age, when the rate increases fo 105%. The allocation rate for
single premiums ranges from 96% to 102% depending on the type of single premium and the generation of

policy.

For the Personal Life Pian, there is an initial period during which there is no allocation to units, after which
allecation is at the rate of 100%.

- the 5% bid/offer spread on the allocation of premiums to units.

The transfer value is calculated using the same method as that used to determine the amount of the fund available
on early retirement,

The benefits provided by any policy are linked to one or more of the Company's internal linked funds.

For policies issued or increases commencing in January, May and December 1294 there is a bonus unit allocation,
payable on the fifth policy anniversary (or on the fifth anniversary of the premium increase), equal to 5% of the total
new regular premiums paid over this five year period.

These plans have not been offered by the Company since February 1995,

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Average Eamings Index. The expense deductions have moved as follows:

1957 1998
£pa £pa
Perscnal Pension Plan
issued before July 1987 29.76 31.08
issued between July 1987 and June 1988 38.16 39.84
issued after June 1988 44 52 46.32
Additional charge for adding life cover 19.20 20.04
Protected Rights Only 10,08 10.56
Standalone Personal Life Plan
izssued before July 1988 3818 39.84
issued after June 1988 44 52 46.32
Group Personal Pension Plan 44 52 46.32

Personal Pension Account
Non-profit deferred annuity.

Regular premiums may be paid monthly or annually. Additionally, thers is the option to pay single premiums from
time to time.

The benefits provided by this contract are approved under the Incorme and Corporation Taxes Act 1988.
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Each policy has a Selected Retirement Age as well as a Contribution Payment Term (CPT) and the CPT may
cease at any time before the Selected Retirement Age. Each policy has an initial peried, which depends on the
CPT, during which the allocation of regular premiums is at the reduced rate of 35%. After the period has elapsed,
the allocation of regular premiums is at the rate of 105% for the remainder of the CPT. The allocation of all single
premiums including Protected Rights payments, is at the rate of 100%.

Where regular premiums are paid, units are deducted each month from the units allocated in respsct of these
contributions fo provide an expense charge. These deductions are only levied during the CPT, and the amount of
the deduction is adjusted at the beginning of each calendar year by an amount that the Actuary considers
appropriate in the light of the growth in the Average Eamings Index.

An optional term assurance benefit may also be added to this account. Where this benefit is selected, an additional
premium is payable and an additional expense deduction applies. The cost of mortality associated with this benefit
is met by monthly unit deduction. These deductions reflect the Company’s own experisnce and can be varied at
the Actuary's discretion.

The units in respect of this benefit are separately identifiable, and at regular intervals the Company carries out a
review to ensure that the benefits remain adequately funded. This may result in adjustment to the life cover
prernium or sum assured.

For lives accepted at standard rates an indexation option is available which provides for the cover under the Term
Assurance benefit to be increased each year. The increase rates may be chosen at outset between the growth in
the Average Eamings index and the fixed rates of 5% or 10% pa.

The benefits paid on death before retirement are the sum assured under any term assurance benefit plus the value
of units allocated, excluding the units allocated in respect of the term assurance benefit, uplifted by a factor in the
case of units allocated in respect of regular contributions. The uplift factor depends on the duration in force and the
CPT, and tends to a value of 1 as the policy approaches the end of the CPT.

If the policy is made paid-up, then any term assurance benefit will lapse without value, but there is no other penalty.
The monthly deductions to cover the expense charge continue until the end of the CPT, if the value of units
allocated to the policy becomes exhausted, then the policy lapses without value.

For lives accepted at standard rates, a waiver of premium on disability benefit may be added to the policy. An
additional premium is payable for this option which is not invested in units.

The Personal Pension Account is also available fo be administered for a Group of policyhoiders, but the policies
continue to be separately identifiable. In this case it is referred to as a Group Personal Pension Account.

From February 1997, existing policyholders with a Personal Pension Plan, Growth Retirement Plan or Personal
Pension Account have the option to switch into an Income Withdrawal Account, which then allows the withdrawal of
income in line with Revenue limits. From February 1897, this contract was alse open to new business.

The margins arising from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:-

- The annual management charge on the unit funds of 1% pa taken daily. However, during the CPT, this
charge in respect of the units allocated from regular contributions is reinvested by the allocation of additional
units to each policy.

- the monthily deductions for expenses to cover an expense charge

- where applicable, the monthly deductions for mortality to meet the expected mortality cost

- the margin included in the unit allocation rate. For investment premiums, the rates are as mentioned under
(d) above. For life cover premiums there is an initial period during which there is no allocation to units, after
which allocation is at the rate of 100%.

- the 5% bid/offer spread on the allocation of premiums to units.

(9) -

(h) The transfer value is the value of units allocated, excluding any units allocated in respect of the term assurance

(i)

benefit.

The benefits provided by any policy may be linked to one or more of the Company’s internal linked funds. In
addition, the foliowing other property linked funds are available;

Pensions Guaranteed (100%) Equity FTSE Spot
Pensions Guaranteed (100%) Equity FTSE Average
Pensions Guaranteed (97.5%) Equity FTSE Spot
Pensions Guaranteed (97.5%) Equity FTSE Average
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In these cases, the policyholders benefits are determined by reference to the value of the notional units allocated in
these funds.

{k) This contract was open to new business during 1598,

0

(@

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Averdage Earnings Index. The expense deductions have moved as foliows:

1997 1998

fpa £pa
Personal Pension Account 4428 45.20
Group Perscnal Pension Account 4428 46.20
Additional Charge for adding life cover 4.44 4.68
Additional Charge for Protected Rights 10.08 10.56
Standalone Life Cover 29.64 30.96

Executive Pension Plan

(b} Non-profit deferred annuity.

(c)

(@

(e}
{f

{9)

Regular premiums may be paid monthly or annually. Additionally, there is the option to pay single premiums from
time to time and receive Protected Rights Payments from the DSS.

The benefits provided by this plan are written under the provisions of the Finance Act 1970.

Each policy has a Standard Retirement Age of 65 for maies and 60 for females and regular premiums are payable
to this age. There is an option to increase regular premiums from time to time. For the first two policy years, and in
the first two years of any increase, the units allocated in respect of regular contributions are of the Capital type. For
subsequent regular premiums, single premiums and Protected Rights payments the units allocated are of the
Accumulation type. If premiums are paid monthly, an additional Service Premium may be payable which is not
invested in units.

At the Standard Retirement Age the units allocated are used to determine the annuity to be paid. The annuity may
be taken out with the Company or alternatively there is the option to transfer the fund to any other office. For
Generation 1 policies there is a guaranteed minimum pension based on the non Protected Rights amount allocated
to units.

if the policyholder decides to start drawing an annuity at other than the vesting age, the annuity will be based on the
sum of:

1. The value of the Capital units allocated, reduced by a facter which depends on the generation and the
number of years to the Standard Retirement Age.

2. The value of the Accumulation units allocated.

On death before retirement the value of units allocated is paid. The policy may be made paid-up, without penalty, at
any time.

The margins arising from the product which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the annual management charges on the unit funds. For Accumulation units, this charge is at the rate of
0.375% pa taken daily for Generation 1 peficies and 0.75% pa taken daily for later Generations. For Capital
units, the annual management charge is 3.5% pa higher than the corresponding Accumulation unit charge.

- the 5% bid/offer spread on the allocation of premiums to units

- unallocated premiums arising from the margin in the unit allocation rate. The unit allocation rate for both
regular and single premiums depends on age at entry for Generations 1 & 2 and on the number of years
from the commencement date (or date of payment of a single premium) to the Standard Retirement Age for
Generation 3. The rate varies from 95% for short term business up to 100% for longer term business. The
allocation rate for Protected Rights payments varies from 94% to 6%, depending on the amount of the
payment.

- any Service Premiums payable.

The rates of annual management charges on the unit funds are fixed by the policy provisions.
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(h) The transfer value is calculated using the same method as that used to determine the amount of the fund available
on early retirement.

(i) The benefits provided by any policy are linked to one or more of the Company's internal linked funds.
G -

(k) This plan has not been offered by the Company since 1984.

a -

(a) Executive Retirement Plan

(b) Non-profit deferred annuity.

(c) Regular premiums may be paid monthly or annually. Additionally, there is the option to pay single premiums from
time to time.

(d) For plans issued prior to July 1988, the henefits under this plan are approved under the Income and Corporation
Taxes Act 1970. For plans issued after this date, the benefits are written under the Income and Corporation Taxes
Act 1988,

For the first two pelicy years, the units allocated in respect of regular contributions are of the Capital type. For
subsequent regular premiums and all single premiums, the units allocated are of the Accumulation type. From
June 1988, the plan is also available to receive Protected Rights payments from the DSS, which are also allocated
to Accumulation units.

Each policy has a Selected Retirement Age, and periodic premiums are payable to this age. The policyholder has
the right to increase periodic premiums.

Units are deducted each month to provide an expense charge. The amount of the expense charge is adjusted at
the beginning of each year by an amount that the Actuary considers appropriate in the light of the growth in the
Average Earnings Index.

At or after Normal Retirement Age the value of units allocated may be used, without penalty, to determine the
annuity to be paid. The amount of the annuity will be determined by applying the Company’s then current annuity
rates to the value of the units. As an altermative, the Company offers the option to transfer the fund to any other
office.

If the policyhoider decides to start drawing an annuity at earlier than the Normal Retirement age the annuity will be
based on the sum of:

1. The value of the Capital units allocated reduced by a factor which depends on the state of health of the
policyhclder and the number of years to the Normal Retirement Age.

2. The value of Accumulation units aliocated.

The basic death benefit provided by the plan, excluding any additional benefits which may be added, is the value of
Accumulztion units allocated.

For plans issued prior to July 1988 a Confribution Protection Benefit was available. If this benefit is selected, then
the death benefit is increased by the amounts allocated to Capital units. Units are deducted each month to meet
the mortality cost associated with this benefit. The deductions for mortality reflect the Company’s own mortality
experience and can be varied at the Actuary's discretion. In July 1988 this benefit was replaced with a Full Retumn
of Fund Benefit which provides a sum assured equal to the value of Capital units allocated to the policy. The cost
of mortality associated with this benefit is again met by monthly unit deduction.

An optional term assurance benefit may also be added to this plan. The cost of mortality associated with this
benefit is met by monthly unit deduction. The charges for mortality are again based on the Company's experience
and can be varied at the Actuary’s discretion.

For lives accepted at standard rates, there is an option to increase the sum assured under the term assurance
benefit at each policy anniversary in line with the growth in the Average Eamings Index. The premium for the
increase wilf be based on current rates at the time of increase.

The policy may be made paid-up at any time without penalty. Contribution Protection Benefit and Full Return of
Fund Benefit may be continued. The monthly deductions to cover the expense charge and any mortality cost
continue until the annuity commences. If the value of the units allocated to the policy becomes insufficient to cover
the monthly deduction then the policy terminates without vaiue.
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Executive Retirement Plans can also be administered for a group of policyholders, where they are known as Group
Executive Retirement Plans. An additional scheme charge is payable in this case, which is adjusted at the
beginning of each calendar year by an amount that the Actuary considers appropriate in the light of the growth in
the Average Earnings Index.

Executive Retirement Plans can be written for existing members of other occupational schemes. In this case the
policy is known as an AVC Pension Plan and is subject to different monthly expense charges. Protected rights
benefits are not available for the AVC pension plan.

(e) -

(f) The margins available from this plan which are needed to meet the costs relating to expenses, commissions and
mortality are:

- the annual management charge on the Capital unit funds at the rate of 4.25% pa taken daily. For the
Accumulation unit funds the annual management charge is 0.75% pa taken daily, however, this is fully
reinvested in each policy by the allocation of additional units, so that the effective rate of charge is zero.

- the monthly deductions for expenses to cover an expense charge.

- where applicable, the monthly deductions for mortality to meet the expected mortality cost.

- the margin included in the unit allocation rate. For regular premiums to the Executive Retirement Plan, unit
allocation is at the rate of 100% except for the premiums due on or after the eleventh policy anniversary
prior to the Normal Retirement Age, when the rate increases to 105%. The allocation rate for single
premiums ranges from 96% to 102% depending on the type of single premium and the generation of policy.
For the term assurance additional benefit there is an initial period during which there is no allocation to
units, after which allocation is at the rate of 100%.

- the 5% bid/offer spread on the allocation of premiums to units.

() -

(h) The transfer value is calculated using the same method as that used to determine the amount of the fund available
on early retirement.

(i) The benefits provided by any policy are linked to one ore more of the Company's internal linked funds.
@ -
(k) These plans have not been offered by the Company since February 1995.

(I} Cn 1 January 1998, all expense deducticns levied on these plans were uplifted to reflect the movement in the
Average Earnings index. The expense deductions have moved as follows:

1997 1998
£pa £pa
Executive Retirement Plan 71.40 7452
Group Executive Retirement Plan 71.40 7452
AVC Pension Plan
issued before July 1988 38.28 3996
issued after June 1988 4452 46.32
Additional charge for adding Iife cover 19.20 20.04

(a) Executive Pension Account

{p) Non-profit deferred annuity.

(c) Regular premiums may be paid monthly or annually. Additienally, there is the option to pay single premiums from
time to time.

{d) The benefits provided by this contract are approved under the Income and Corporation Taxes Act 1588.

Each policy has a Selected Retirement Age as well as a Contribution Payment Term (CPT), and the CPT may
cease at any time before the Selected Retirement Age. Each policy has an initial period, which depends on the
CPT, during which the allocation of regular premiums is at the reduced rate of 35%. After the period has elapsed,
the allocation of regular premiums is at the rate of 105% for the remainder of the CPT. The allocation of all single
premiums is at the rate of 100%.

Where regular premiums are paid, units are deducted each month from the units allocated in respect of these
contributions to provide an expense charge. These deductions are cnly levied during the CPT, and the amount of
the deduction is adjusted at the beginning of each calendar year by an amount that the Actuary considers
appropriate in the light of the growth in the Average Earnings Index.
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An optional term assurance benefit may also be added to this account. Where this benefit is selected, an additional
premiurn is payable and an additional expense deduction appiies. The cost of mortality associated with this benefit
is met by monthly unit deduction. These deductions reflect the Company's own experience and can be varied at
the Actuary’s discretion. The units in respect of this benefit are separately identifiable, and at regular intervals the
Company carmies out a review to ensure that the benefits remain adequately funded. This may result in adjustment
to the life cover premium or sum assured.

For lives accepted at standard rates an indexation option is available which provides for the cover under the term
assurance benefit to be increased each year. The increase rates may be chosen at outset between the growth in
the Average Eamings Index and the fixed rates of 5% or 10% pa.

The benefits paid on death before retirement are the sum assured under any term assurance benefit plus the value
of units allocated, excluding the units alfocated in respect of the term assurance benefit, uplifted by a factor in the
case of units allocated in respect of regular contributions. The uplift factor depends on the duration in force and the
CPT, and tends to a value of 1 as the policy approaches the end of the CPT.

If the policy is made paid-up, then any term assurance benefit will lapse without value, but there is no other penalty.
The monthly deductions to cover the expense charge continue untl the end of the CPT. [f the value of units
allocated to the policy becomes exhausted, then a policy lapses without value.

Executive Pension Accounts can be written for existing members of other cccupational schemes. In this case the
palicy is know as an AVC Pension Account and is subject to different monthly expense charges.

The margins arising from this plan which are needed to meset the costs relating to expenses, commissions and
mortality are:

- the annual management charge on the unit funds of 1% pa taken daily. However, during the CPT this
charge in respect of the units allocated from regular contributions is reinvested by the allocation of additional
units to each policy.

- the monthly deductions for expenses to cover an expense charge

- where applicable, the monthly deductions for mortality to meet the expected mortality cost

- the margin included in the unit allocation rate. For investment premiums, the rates are as mentioned under
{d) above, For life cover premiums there is an initial period during which there is no allocation to units, after
which allocation is at the rate of 100%.

- the 5% bid/offer spread on the allocation of premiums to units.

The transfer value is the value of units allocated, excluding the units allocated in respect of any term assurance
benefit.

The benefits provided by any policy may be linked to one or more of the Company's internal linked funds. in
addition, the following other property linked funds are available:

Pensions Guaranteed (100%) Equity FTSE Spot
Pensions Guaranteed (100%) Equity FTSE Average
Pensions Guaranteed (97.5%) Equity FTSE Spot
Pensions Guaranteed (97.5%) Equity FTSE Average

In these cases, the policyholders benefits are determined by reference to the value of the notional units allocated in
these funds.

This contract was open to new business during 1998.

On 1 January 1998, all expense deductions levied on these plans were uplifted to reflect the movement in the
Average Earnings Index. The expense deductions have moved as follows:

1997 1998

£pa £pa
Executive Pension Account 71.28 74.28
AVC Pension Account 4428 46.20
Additional chﬂe for adding_l‘rfe cover 4.44 4.68

Unit Linked Pensions in Payment

{b) Non-profit annuity in payment.



{¢) A single premium contract.
{d) These annuities arise from a death or a maturity under a Growth Retirement Plan, Personal Pension Plan, or a
Personal Pension Account. Where this type of annuity is selected, the annuity is expressed in terms of a fixed

number of units per annum. The amount of the annuity will therefore depend on the unit prices at the date of
payment. From February 1997 the Company was also open to new business.

{e) -
(f) The premium basis incorporates a loading for initial expenses and a mortality basis which allows for future

improvements in experience. The Company mests its renewal expenses from the annual management charge on
the unit funds. This is at the rate of 0.375% pa or 0.75% pa, depending on the generation of the original pension

policy.
(@) The rates of annual management charges referred to above are fixed by the policy provisions,
(h) -
(W -
W -
(k) The contract was open to new business during 1998.
o -
(a) Group Pension Scheme
(b) Deposit Administration Contract
{c} The Company makes monthly contributions into these schemes.

(d) The Company runs two internal schemes for the benefit of head office staff and branch managers, for which the
Company bears neither financial nor mortality risk.

(e -

® -

(9} -

h -

M -

o -

(k} The Company does not market these schemes externally.
o -

(a) Income Protection Plan Disability Benefit

(b} Neon-profit permanent health insurance.

{c) Premium transfers from the related Income Protection Plan are made each month.

{d) This is an additional benefit on all Income Protection Plans which provides an annuity during disability and a waiver
of premium benefit.

Each month an amount is received by transfer from a related Income Protection Plan. The amount is calculated as
the present value of all disability payments, waiver of premium benefits and claim expenses arising from the
expected disability claims during the month. The amounts transferred are calcuiated from tables maintained by the
Actuary which reflect the Company's own morbidity experience and can be varied to reflect the Company's actuaf
claim costs at the Actuary’s discretion. The morbidity experience is reviewed on a monthly basis.

The disability benefit is available in two forms:

1. Level, where the amount of the benefit does not change.



2 Indexed, where the benefit is increased on the policy anniversary in line with the growth in the Average
Earnings Index. The policyholder can elect for this indexation to take place on every policy anniversary or
only on those anniversaries when a claim is still being paid, in which case the benefit reverts to its original
value at the end of the claim. The indexed form of the benefit is only available to standard lives.

(e -

(f) The Company recovers its costs relating to morbidity claims, waiver of premiums claims and claim expenses from
the premium transfer from the related Income Protection Plan.

(9) -

{h) This benefit has no surrender value. [f the related Income Protection Plan is surrendered, this benefit expires.

(i) 100% of the premium transfers from the Income Protection Plan are allocated to units in the PHI Claims Fund.

gy -

(k) This benefit was open to new business during 1898.

() On 1 January 1998 the Company reviewed the level of claim admittance expenses and claim payment expenses

which are used in determining the appropriate amount of premium transfer from the related Income Protection Plan.
These amounts were uplifted in line with the growth in the Average Eamings Index, and the values are as follows:

1997 1998
£pa £pa
Claim Admittance Expense 219.25 22863
Claim Payment Expense
Year 1 573.96 598.56
Year 2 275.04 286.80
Year 3 and over 185.28 193.20

(a) Lifeline Critical liiness Benefit

{b) Non-profit permanent health insurance

{c) Premium transfers from the related Adaptable Life Plan or Adaptable Endowment Plan are made each month.

(d) This is an optional additional benefit on Adaptable Life Plan and Adaptable Endowment Plan which provides a lump
sum on the diagnosis of specified ilinesses, occurrence of specified events or permanent total disability before age
65 for males, 80 for females (or the end of the term of the underlying contract if earlier).
Each month an amount is received by transfer from the related Adaptable Life Plan or Adaptable Endowment Plan.
The amount is calculated as the expected cost of the Lifeline Critical Iliness Benefit and can be varied to reflect the
Company's actual claim costs at the Actuary’s absolute discretion.

The amount of the Lifeline Critical lliness Benefit is the greater of the sum assured or cash value under the
underlying plan.

(e) -

(ft The Company recovers its costs relating to Critical lllness Claims from the premium transfer from the related
Adaptable Life Plan or Adaptable Endowment Plan.

(@) -

(h} There is no surrender value relating to this additional benefit. If the related Adaptable Life Plan or Adaptable
Endowment Plan is surrendered, this benefit expires.

{iy -
gy -
(k) This benefit was withdrawn in February 1993,

® -



(@)

Lifestyle Critical lliness Benefit

(b)
{c)
(d)

(e)
{f

(@
{h)
M

()

(k)
0

{a)
{b)
{c)
(d)

(e)
0

Non-profit permanent health insurance.
Premium transfers from the related Lifestyle or Adaptable Endowment Plan are made each month.

This is an additional benefit on all Lifestyle policies and became an optional additional benefit on Adaptable
Endowment Plans issued after February 1993, it provides a lump sum on the survival of the life assured for the
period of 28 days from the diagnosis of specified diseases, occurrence of specified events, or permanent total
disability before age 65 for males, 60 for females (or the end of the term of the underlying contract if earlier). For
policies issued after February 1893, the range of illnesses covered by this benefit was extended.

Each menth an amount is received by transfer from the related Lifestyle or Adaptable Endowment Plan policy. The
amount is calculated as the expected cost of the Lifestyle Critical llness Bensfit and can be varied to reflect the
Company's actual claim costs at the Actuary's absolute discretion.

The amount of the Lifestyle Critical liness Benefit is the greater of the sum assured or cash value under the
underlying plan.

The Company recovers its costs relating to Critical liness claims from the premium fransfer from the related
Lifestyle or Adaptable Endowment Plan policy.

There is no surrender value for this benefit. If premiums on the related policy cease, this benefit expires.

This benefit was open to new business during 1998,

Lifestyle Plus Critical fliness Benefit.
Non-profit permanent health insurance.
Premium transfers from the related Lifestyle Plus policy are made each month,

This is an additional benefit on all Lifestyle Plus policies and provides a lump sum on the survival of the life assured
for the period of 28 days from the diagnosis of specified medical conditions, occurrence of specified events, or
permanent total disability before age 65 for males, 60 for females.

Each month an amount is received by transfer from the related Lifestyle Plus policy. The amount is calculated as
the expected cost of the Lifestyle Plus Critical liness Beneftt and can be varied to reflect the Company's actual
claim costs at the Actuary's absolute discretion.

The amount of the Lifestyle Plus Critical liness Benefit is the greater of the sum assured or cash value under the
underlying plan.

The Company recovers its costs relating to Critical liness claims from the premium transfer from the related
Lifestyle Plus policy.

(@) -

(h) There is no surrender value for this benefit. If premiums on the related policy cease, this benefit expires.

U]
)

(k) This benefit was open to new business during 1998.

U]
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5.(4) Unit Valuation

The aim is to maintain equity between policyholders entering, exiting and continuing in a unit linked fund. Unit pricing
methods may be adjusted to maintain this principle. Current methods are outfined below.

The determination of unit prices depends on whether the fund is in a net inflow or cutflow position. Judgement is used
to determine the trend in the fund.

When the fund is in & net inflow position, units are created or cancelled at the bare price. This price is determined by
valuing the assets at the lowest offered dealing price including all costs that would be incurred in purchasing such
assets and net of all investment management charges, mortgages, charges on the investments, liabilites and
provisions in respect of the investments and deductions, if any, for tax. This total is divided by the number of units.

Units are allocated to policies at the offer price which is determined as the bare price divided by 85/100 plus a rounding
adjustment of 1% or 1p, whichever is the lesser. Units are deallocated at 95% of the offer price.

When the fund is in a net outflow position units are created or cancefled at the bare price. This is determined by
valuing the assets at the bid price, net of all costs that would be incurred in disposing of the assets, investment
management charges, charges on investments, liabilities and provisions in respect of investments and deductions, i
any, for tax, This total is divided by the number of units.

Units are deallocated to policies at the bid price which is determined as the bare price less a rounding adjustment of
1% or 1p, whichever is the lesser. Units are allocated at the offer price which is the bid price divided by 95/100.

Valuations are taken daily. The creation or cancellation takes place at the most recent valuation i.e. units created or
cancelled during overnight processing use the price determined earlier in the day.

Where the fund invests in unit trusts or other collective investment schemes managed by companies connected with
the Company the units or shares are valued at the price at which the Company would have been able to purchase
those nvestents, unless the intention is to realise the holding in the short term in which case the bid price is used.
Special arrangements have been made to invest in the unit trusts and collective investment schemes free of managers
initial charges.

Where the fund invests in collective investment schemes not managed by the Company or its group undertakings the
assets are valued at offer price when the fund is on a net infiow basis and at bid price when it is on an outflow basis.

5.(5) Capital Gains Tax
The provision for tax is calculated on a daily basis on the movements in unrealised gains, using a tax rate reflecting the
expected tax payable by the Company as these gains are realised. Tax is provided on deemed disposals of units trusts
and collective investment schemes with the gains being spread over 7 years in accordance with the Taxes Act.

The Capital Gains Tax reserve is held within the internal linked funds.

The following percentages were provided for during the year:

Realised gains 26%

Unrealised gains

- equities and other company securities 26%

- unit trusts 18.28% -~ 21.74%
- property 26%

58



5.(6) Investments in Collective Investment Funds

The internal linked funds receive the following rates of discount, commission or other allowance when purchasing,
selling or holding units in collective investment funds:

Initial Annual
Charge Management  Funds buy at
Discount Charge Rebate
Managed by Threadneedle Investment

Services Ltd
Unit Trusts 4.50% 0.25% Creation price
QEICS, except 0.00% 1.00% Net asset value price
Global Bond, UK Equity Income, UK 0.00% 0.75% Net asset value price
Institutional Growth, UK Growth &
Income
Global Select Growth, Emerging 3.75% 1.50% Net asset value price
Market Bond
UK Monthly Income 3.75% 1.25% Net asset value price
UK Corporate Bond 2.00% 0.50% Net asset value price
Overseas Earnings 0.00% 1.50% Net asset value price
UK Money Securities 0.00% 0.50% Net asset value price
Shares in Allied Dunbar Specialist Funds 5.00% 1.50% Creation Price
Limited
Units in Barings unit trusts 5.00% 0.25% Creation price + 0.25%
Units in HSBC James Capel unit trusts 5.25% 0.25% Creation price + 0.25%
Units in Threadneedle Global Asset funds 4.75% * Net asset value price

On investments managed by Threadneedle Investment Services Ltd and shares in Allied Dunbar Specialist Funds Ltd
the figures represent a full rebate of initial and annual management charges. Purchases in the OEICs may be subject
to a dilution levy at the investment manager's discretion.
* AMC rebate is the lesser of the total fund fee or 2.4% less 0.6% Luxembourg tax and custody fee.
All of the benefits are passed on to the policyholder.
6.(1) Valuation Principles
The following general valuation principles apply:
Non-Linked Contracts - Direct Business
Life Assurance and General Annuity Business
The amount of the mathematical reserve is calculated as follows:
A. The present value of the sum assured is calculated.
B. The present value of the modified net premium is calculated.
C. The mathematical reserve is the greater of:
i) the difference between A and B
(it} where appropriate, the surrender value
(it} zero.

This method is modified for certain plans as follows:
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Renewable Convertible Term Assurance
The value of the sum assured is increased by any outstanding initial commission.
Home Income Plan
The amount of the mathematical reserve is the sum of:
1. The value of the annuity payments.
2. The value of the return on death.
Lifetime Income Plan
A, The amount of the mathematical reserve for the immediate annuity is the sum of:
1. The value of the annuity payments.
2, The value of the retum on death.
B. The amount of the mathematical reserve for the deferred annuity is the greater of:
1. The value of the annuity payments pius the value of the return on death before the payments begin.
2. The value of the return on death assuming that the annuity is not taken.
C. The amount of the mathematical reserve for the additional annuity is the value of the annuity payments,
Pension Business
Pensions in Payment
The amount of the mathematical reserve is the value of the annuity payments,

Executive Retirement Plan Mortgage Related

The amount of the mathematical reserve in the accumulated amount of the Initial Centributions reduced by a pure
endowment factor plus the accumulated amount of the Subsequent Contributions. There is no additional reserve

because:

A. Any expenses are provided by an expense deduction which can be adjusted each year at the discretion of the

Actuary.

B. Any mortality costs are provided by mortality deductions which can be amended in line with the Company's own

mortality experience, again at the discretion of the Actuary.

C. The accumulation of the fund is based on a rate of interest which is declared from time to time, at the discretion of

the Company with the advice of the Actuary.
Other Pensions Plans
The amount of the mathematica! reserves for all other non-linked pension plans is calcutated as follows:
A. Qutgo from the Company each year arises from:

1. Expenses including any outstanding initial commission.

2. Amounts to be accumulated, including amounts resulting from increases in any endowment assurance and

reduction factors applied to the accumulated amount of the Initial Premiums.

3. Interest at the relevant rate on the accumulated amount of the Subsequent Premiums and at the relevant
rate less 3.5% on the accumulated amount of the Initial Premiums multiplied by any endowment assurance
factors and any reduction factors. The relevant interest rate is the rate used to accumulate premiums as

outlined in the product descriptions above.



B. Income to the Company each year arises from:
1. Basic Premiums and any Service Premiums.

2. Interest on both the accumulated amount of the Subsequent Premiums and the accumulated amount of the
Initial Premiums reduced by any endowment assurance factors and any reduction factors.

C. For each year from the valuation date the difference between the projected outgo and the projected amount
available to meet the ocutgo is calculated.

D. The discounted value of each series of differences is calculated, that is the first year's difference, the first two
years' differences and sc on,

E. The amount of the mathematical reserve is the accumulated amount of the initial Premiums, reduced by an
endowment assurance factor and any reduction factor, plus the accumulated amount of the Subsequent Premiums
plus the larger of zerc and the maximum of the series of discounted differences.

The amount of the mathematical reserve for Growth Retirement Plan Building Society Related Generaton 1 is
increased fo provide for the mortality risk that the Company bears in respect of any annuity payable.

Permanent Health Insurance
Group Disability Scheme

The amount of the mathematical reserve is the value of the disability benefit payments in respect of in-farce claims,
assuming that claimants do not recover before their retirement age.

Non-Linked Contracts - Reassurance Ceded

The amount of the mathematical reserve is calculated as for inwards business except for Group Life Assurance where
it is zero.

Ltinked Contracts - Direct Business
Life Assurance and Pensions Business

The amount of the mathematical reserve is the sum of the unit liability, the mortality and expenses reserve, and the
options and guarantees reserve, These are calculated as follows:

A. The unit liability is the greater of zero and the sum of the value of the Capital Units allocated, reduced by an
assurance factor (except in the case of Growth Protector policies) and the value of the Accumulation Units
allocated.

B. OQutgo arises from:

1. The mortality cost, obtained by applying the appropriate mortality rate to the sum at risk.

2. Where appropriate, transfers to any related disability or critical illness benefits.

3. Expenses including any renewal commission and any outstanding initial commission.

4, Allocations to units, |ess the initial management charge, including any allocations resulting from increases in

the assurance factor applied to the Capital Units.

5, Decreases in any surrender charge plus interest on the average amount of the surrender charge for each
future year.

C. Income arises from:

1. Basic Premium and any Service Premium.
2. Where appropriate, management charges on the unit liability.
3. Where appropriate, mortality and expense deductions provided by the monthly cancellation of units.
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4. Where appropriate, deductions in respect of any related disability or critical ilness benefits provided by the
monthly cancellation of units.

5. Where appropriate, tax relief on the expenses accruing after the valuation date (allowing for the timing of
relief), but excluding relief on spread expenses brought forward at the valuation date.

D. For each year from the valuation date the difference between the projected cutge and the projected amount
available to meet the outge is calculated. In projecting unit liabilittes allowance is made for any regufar partial
withdrawafs.

E. The discounted value of each series of differences is calculated; that is the first year's difference, the first two
year's differences and so on.

F. For plans where there is a surrender charge, the mortality and expense reserve is the larger of zere and the
maximum of the series of discounted differences, reduced by any surrender charge. For all other plans the
mortality and expenses reserve is the larger of zero and the maximum of the discounted values of the series of
differences reduced by the value of the units allocated if negative.

For annual premium life policies where units are deducted to support mortality costs, expense charges and
transfers to any related disability and critical illness benefits, the minimum value of the mortality and expense
reserve is calculated as the projected outgo from these items up to the next anniversary less the unit liability.

G. Where appropriate, the options and guarantees reserve for waiver of premium benefit is calculated as the increase,
if any, of the mathematical reserve following the inclusion of the cost of waiver of premium benefit as cutge, and the
inclusion of the additional premium as income.

This cost is calculated as the present value of future payments, together with the expenses of administering claims,
multiplied, where appropriate, by a claim inception rate.

The reserves established for waiver of premium benefits were compared with those which resutted from a net
premium approach with appropriate mortality, morbidity and expenses modification. The comparison shows the
reserves to be larger.

H. If the calculated mathematical reserve is less than zero, the mortality and expenses reserve is increased to ensure
that the final mathematical reserve is not less than zero,

. Where appropriate, the mortality and expenses reserve has been increased to make allowance for claims incurred
prior to 31 December 1998 but which had not been reported to the Company.

These principles and methods are amended for certain plans as follows:

Maximum Protection Plan

The cost of the waiver of premium benefit, where applicable, is included as outgo in the mortality and expenses reserve
calculation and is assumed to be 1.5% per annum of the premium to be waived. The options and guarantees reserve is
the cost of one year's waiver of premium benefit, where applicable.

Whole Life Plan, Adaptable Investment Plan and Income Protection Plan

Mortality costs are not included in the discounted cash flow for these plans as they are assumed to be directly offset by
the deductions fromm the units allocated.

Single Premium Bond

The sum at risk on which the mortality cost is based is obtained by multiplying the projected value of units plus any
Fixed Account Amount by the appropriate death benefit factor minus one.

The mortality and expenses reserve includes the Fixed Account Amount less any Loans. The options and guarantees
reserve includes the value of any Fixed Account Loans.

Investment Bond and Distribution Bond

The value of units allocated is increased by two amounts. The first represents the discounted value of any unit related
bonus payments due on 1 January 2000. The second covers any accrued liability for annual fund related commission
at the vaiuation date.

Maximum Investment Plan 1979

For the joint life and last survivor version the mortality and expenses reserve is calculated three times:
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1. Assuming the male only is alive at the valuation date.
2. Assuming the female only is alive at the valuation date.
3. Assuming both the male and female are alive at the valuation date.

The mortality and expenses reserve shown for this version is the sum of the three mortality and expenses reserves,
each multiplied by the probability that the value applies, less any surrender charge.

Maximum Investment Plan 1992

The surrender charge used in the calculation of the mathematical reserve is restricted to the maximum amount that can
be supported by the excess of future income over outgo, ignoring the surrender charge.

Growth Refirement Plan and Executive Pension Plan

For Growth Retirement Plan Generation 1, Generation 2 and Generation 3 policies separate discounted cash flow
reserve calculations are carried out for unit and non-unit related items. Included in these cash flows are the cost of any
mortality guarantee provided in the annuity rates and the cost of any maturity bonus payable.

For Exscutive Pension Plan Generation 1 policies, Guarantee Premiums are included in the outgo in the calculation of
the mortality and expenses reserve, if applicable. These are the lesser of one tenth of the Annualised Basic Premium
divided by the number of years from the commencement date to the Standard Retirement Age and one per cent of the
Annualised Basic Premium.

Personal Pension Plan and Executive Retirement Plan

The unit liability is reduced by the value of any mortality margins in respect of capital units. Additional non-unit
provisions have been set up to cover the costs of redress to clients disadvantaged as a result of pensions transfers and
opt-out sales.

Unit-Linked Annuity in Payment

The amount of the mathematical reserve is the value of the annuity payments.

Group Pension Scheme

The amount of the mathematical reserve is the value of the units allocated.

Income Protection Plan Disability Benefit

The mathematical reserves represent the cost of the disability annuity, waiver of premium benefit and claim payment
expenses for all claims in payment together with an additional provision for claims incurred prior to the valuation date
which had not been reported to the Company prier to 8 January 1899

Lifeline Critical lliness Benefit, Lifestyle Critical Biness Benefit and Lifestyle Plus Critical lliness Benefit

No additional reserve is held for these benefits as the transfer from the life contract each month equals the expected
cost of the benefit and may be adjusted at the Actuary’s discretion.

Linked Centracts - Reassurance Ceded
Risk Premium Reassurance - Life Assurance, Pension and Permanent Health Insurance Business

The amount of the mathematical reserve is one half of the net annualised premiums paid for Annual Premium
Contracts.

The following specific points also apply:

a} For derivatives held within the linked funds, allowance has been made for the market value of these in the
calculation of the unit price.

For Guaranteed Equity Bonds where the liability is linked to movements in the FTSE 100 index, the Company
invests in FTSE 3 month call options to match the liability, which are held in the GEB FTSE fund, shown in Form
55.

Policyholders are allocated notional units in this fung, and the price of the fund is calculated at quarterly intervals,
on pre-defined Set Dates. The calculation of the price will reflect the increase (if any) in the FTSE 100 index over
the previous quarter multiplied by a percentage factor, determined at the start of the previous quarter. The
Company's liability represents the value of these allocated units.
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7.(1)

b)

c)

d)

9)
h)

For our Personal Pension Account and Executive Pension Account, in addition to the range of internal linked funds,
the Company offers the choice of four afternative Guaranteed Equity Funds which provide a return linked to
movements in the FTSE 100 index. The Company invests in FTSE 3 month call options to match this liability,
which are held in the Pensions Guaranteed FTSE funds shown in Form 55.

Policyholders are allocated notional units in these funds, and the price of these funds are calculated at quarterly
intervals, on pre-defined dates. For the “Spot” funds, the calculation of the price will reflect the increase (if any) in
the FTSE 100 index over the previous quarter whereas for the “Average” funds, the price calculation reflects the
increase (if any) in the average FTSE index over the value at the start of that period. The Company's liability
represents the value of these allocated units.

Unit Liabilities and the future cash flews underlying the non-unit reserves have been dstermined having regard to
the reasonable expectation of policyholders, given the statements made in both our marketing and contract
literature.

The liabilities in respect of Endowment Assurance, Renewable Convertible Term Assurance, Family Income
Benefit, Executive Pensicns Plan Life Assurance Benefit, Self-Employed Life Plan and Executive Pension Plan
Death in Service Benefit have been calculated using the net premium method. The premium valued was never
greater than the premium receivable less the net renewal costs.

The valuation methods ensure that no policy has a mathematical reserve of less than zero.
There are no with profit policies.

The prospective liability for tax on unrealised capital gains in respect of the internal linked funds is provided for in
the Capital Gains Tax Reserve. The reserve is equal to the alfowance for future tax on unrealised gains in the unit
pricing calculation at the valuation date. The Company has the right to vary the level of the adjustment such that no
profit or loss accrues to the Company.

No reserve was considered necessary for guaranteed surrender and maturity benefits.

On all types of non-linked policy where guarantesd surrender values are granted, the reserve was set to the
greatest of the current guaranteed surrender value, the liability under the policy assuming it will be surrendered at
the most onerous time from the point of view of the Company, and the liability under the policy assuming that no
surrender takes place.

The reserve for Renewable Convertible Term Assurance has been increased to allow for the option to renew
policies for a further period. The method has been to assume an 80% increase in mortality rates for policies
renewing.

For Growth Retirement Plan Generations 1 and 2 and Growth Retirement Plan Building Society Related Generation
1, the value of the units allocated and allocations to units are increased to provide for the mortality risk that the
Company bears in respect of any annuity payable. The method used to calculate the amount of this additional
reserve is to include the cost of the guarantee in the final year's cash flow in the discounted cash flow reserve
calculation. In assessing the cost of the guarantee, the guaranteed a(55) mortality basis is compared against the
anticipated future reserving basis of 94% IM80(C=2000) for males and 70% |F80(C=2000) for females.

The rates of interest used in the valuation are shown in Forms 51 to 53.

The mortality tables used in the valuation are represented by letters in Forms 51 to 53. Complete details are as
follows:

A 60% AMB0 Ultimate

B 70% AMB0 Ultimate

c 107% 1M80 Select (C=2000)

D 93% 1F80 Select (C=2000)

E 93% iM80 Select (C=2000)

F 102% IF80 Select (C=2000)

G 80% AMBO Uttimate

H 95% AF80 Ultimate

| 65% AF80 Ultimate

J A percentage of AMB0 Ultimate ranging from 79% for ages below 36 to 47% for ages over 59.
K A percentage of AFB0 Ultimate ranging from B3% for ages below 36 to 52% for ages over 59.
L 99% IM80 Select (C=2000)

M 78% IF80 Select (C=2000)

N 66% AF80 Ultimate

For plans where the premium rates differ according to the smoking status of the life assured the mortality rates
in the published table are multiplied by a factor as foliows:
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Smoking Status Factor

Non Smoker 80%
Smoker 167%

Digability benefit and waiver of premium benefit claims in payment were valued using termination rates based on
the Experience table from the US Disability Table Study submitted to the Governors of the Scciety of Actuaries in
1983, adjusted for our experience. Future outgo for these benefits has been caiculated allowing for using inception
rates based on the expetience included in CMI Report Number 7, again adjusted for our experience.

(2) Published tables were used throughout the valuation.

(3) The Company writes the vast majority of its business on UK lives with a small amount of business also covering

Swedish lives. This Swedish business consists primarily of Investment Bonds, where the Company bears very little
mortality risk, and so it is not considered appropriate to adopt different valuation mortality bases for this compared
to the UK business.

(4} Valuation mortality bases for annuity contracts are based on our current smoothed experience, adjusted to allow for

(5

6

)

——

future mortality improvements. The basis for these adjustments in the case of Pensions in Payment is to assume a
25% reduction in the mortality rate over 20 years for males and a 40% reduction over 20 years for females. In the
case of Home Income Plan and Lifetime Income Plan the basis assumes a 17% reduction in the mortality rate over
20 years

For contracts which provide a mortality guarantee, an additional AIDS mortality reserve has been established. This
has been calculated using the REA reserving basis, adjusted so that the peak level of mortality is maintained at
each age.

The additional AIDS mertality reserve in respect of the renewal option under Renewable Convertible Term
Assurance has been calculated assuming that these contracts are whole life contracts.

No additional AIDS mortality reserve has been set up for products without mortality guarantees where mortality
deductions can be varied. This is because the Company’s autormated mortality analysis system is regularly used to
examine experience by type of business and policy duration and the Company's computer systems are sufficiently
flexible that mortality deductions can be varied at very short notice. Mortality deductions include an allowance for
AIDS claims which exceeds anticipated levels based on recent experience.

No additional AIDS reserve has been established in respect of Income Protection Plan. This is because morbidity
deductions reflect the Company's actual morbidity experience monitered on a monthly basis using the Company's
automated morbidity analysis system.

The total AlIDS reserves at the valuation date amounted to £240,000.

For non-linked liabiliies, Mismatching Reserves have been calculated assuming an increase in current yields of 3
percentage points and a fall of 20% from present levels.

The Mismatching Reserve for unit linked business has been calculated using the approach recommended in
section 5.6 of the Valuation Research Working Party Report on Valuation Liabifities for Linked Long-Term
Business. The reserves are those which result from a simultaneous 25% fall in the value of equities, properties,
and gilt-edged securities. The unit growth and interest rates have not been adjusted. A 25% rise was also
considered, but detailed calculations were not prepared on this basis as it was clear that the resulting liabilities
would be lower. n addition, Mismatching Reserves have been established in respect of sterling reserves on linked
business on the same basis as for non linked business.

(7) For non-linked contracts, the nature and term of the admissible assets notionally allocated to the liabilities and the

8

—

expected incidence of asset and liability cash flows has been taken into account in determining the mathematical
reserves. Thus, any cash flow mismatching reserve is integral to the basic reserve.

For non-linked liabilities, Mismatching Reserves have been calculated on a cash flow basis, allowing for the effect
on asset income of an immediate 20% reduction in reinvestment rates and the effect of a 3% addition to the yield.
The reduction in yield scenario produced the highest Mismatching Reserve, which amounted to £3.3m. ©On
application of this test, the aggregate value of assets rose by £67.4m and the aggregate liabilities rose by £70.7m.

For unit linked business, the Mismatching Reserve was calculated by performing a separate valuation using the
lower unit prices resulting from the 25% fall in the value of equities, properties and gilt edged securities. This
resulted in the value of assets falling by £4,140.2m and the value of liabilities faliing by £4,133.4m. Although the fall
in unit assets and unit liabilittes were exactly matched, the fall in unit prices did give rise to an increase in non-unit
reserves of £6.8m.

{9) All the Company's liabilities are denominated in sterling.
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8.  (a) Where applicable, the proportion of the Cffice Premium reserved for future expenses is shown in Form 51.

(b} No specific provision is made for expenses after premiums have ceased on ADP Endowment Assurance and ADP
Pure Endowment as there is a sufficient margin in the rate of interest. For ADP Individual Annuities an additional
reserve for future expenses was provided equal to 2,7% of the basic reserve. For ADP Scheme Annuities an
additional reserve for future expenses was provided equal to 6.5% of the basic reserve. For Home Income Plan an
additional reserve for future expenses was provided equal to 1.65% of the basic reserve. For Lifetime Income Plan
an additional reserve for future expenses was provided equal to 6.2% of the basic reserve.

The allowance for future expenses on Growth Retirement Plan Building Society Related and Growth Retirement
Plan Deposit Administration is 10.75% of the annualised premium increased by 3.0% for each year from the
valuation date. Where premiums have ceased the initial allowance is 0.13% of the accumulated amount of the
Initial Premiums reduced by an endowment assurance factor plus the accumulated amount of the Subsequent
Premiums. The initial allowance is increased by 3.0% for each year from the valuation date.

For Executive Pension Plan Mortgage Related and Executive Pension Plan Deposit Administration the allowance for
future expenses is 6.0% of the annualised premium increased by 3.0% for each year from the valuation date.
Where premiums have ceased the initial allowance is 0.16% of the accumulated amount of the Initial Premiums
reduced by an endowment assurance factor plus the accumulated amount of the Subsequent Premiums. The
initial allowance is increased by 3.0% for sach year from the valuation date.

For Executive Pension Plan Mortgage Related and Executive Retirement Plan Mortgage Related, provision for
future renewal expenses is made under the associated linked Executive Pension Plan contract or the assocciated
linked Executive Retirement Plan contract.

For Non-Linked Pensions in Payment a reserve was provided for future expenses equal to 2.60% of the basic
reserve.

(c) Prospective methods of valuation were used throughout the valuation.

() All contracts falling within the circumstances described in regulation 67(1) of the Insurance Companies Regulations
1894 were valued in accordance with that regulation.

The amount of mathematical reserves for the non-linked contracts Growth Retirement Plan Building Society

Related, Growth Retirement Plan Deposit Administration, Executive Pension Plan Building Society Related,

Executive Pension Plan Deposit Adminisfration, Executive Pension Plan Mortgage Related and Executive

Retirement Plan Mortgage Related is calculated as the discounted value of a series of differences. Rates of

interest which are not described elsewhere but are used in the valuation of these contracts are as follows:

3.5% In calculating the endowment assurance factor for reducing the accumulated amount of the Initial Premium
under Growth Retirement Plan Building Society Relatsd Generation 1.

4.25% In calculating the endowment assurance factor for reducing the accumulated amount of the Initial Premiums
under Growth Retirement Plan Building Society Related Generation 2 and Generaticn 3, Growth Retirement
Plan Deposit Administration, Executive Pension Plan Building Society Related, Executive Pension Plan
Deposit Administration and the Initial Contributions under Executive Pension Plan Morigage Related
Benefit.

4.25% In calculating the pure endowment assurance factor for reducing the accumulated amount of the Initial
Contributions under the Executive Retirement Plan Mortgage Related.

4.25% In projecting the accumulated amounts from Subsequent Premiums and Subsequent Confributions. For
amounts accumulated from Initial Premiums and Initial Contributions this rate is reduced by 3.5%.

9. (a) The valuation rates of interest and mortality tables used are shown in Form §3. Other rates of interest used are as
follows:

35% In calculating the endowment assurance factor for reducing the value of the Capital Units allocated to
Growth Retirement Plan Generation 1 and Generation 2 and Executive Pension Plan Generation 1.

4.25% In calculating the endowment assurance factor for reducing the value of the Capital Units allocated to
Growth Retirement Plan Generation 3 and Generation 4 and Executive Pension Plan Generation 2 and
Generation 3.

4.25% |n calculating the pure endowment assurance factor for reducing the value of the Capital Units allocated to
Personal Pension Plan and Executive Retirement Plan.

4.0% (4.5% gross) In projecting the value of the units allocated under the linked assurances. This underlying
rate is reduced by the appropriate Accumulation or Capital Unit annual charge.

45% In projecting the value of the units allocated under linked pension confracts. This underlying rate is reduced
by the appropriate annual management charge.
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The allowance for future expenses and the expense deductions for the products shown in the table below are a
fixed amount per plan, or, in the case of the expense allowance for Maximum Investment Plan 92, a fixed amount
for each separately administered policy. Within the valuation, expense allowances have been increased by 3.0%
and expense deductions by 3.5% for each year from the valuation date. The fixed amounts are as follows:

Expense Allowance
Expense
Deduction in-Force Paid Up
£ £ £
Adaptable Life Plan
issued before February 1994 2412 19.20 7.45
issued after January 1994 20.76 19.20 7.45
Lifestyle Plus 2412 18.70 7.45
Adaptable Endowment Plan
issued before February 1988 24.12 18.70 7.45
issued after January 1988 26.76 18.70 7.45
Adaptable investment Plan 22,68 25.50 7.45
Maximum Investment Plan 1892 24.12 17.50 7.45
Adaptable Term Plan 21.72 15.90 -
income Protection Plan 24.12 17.40 -
Lifestyle 2412 17.50 “
Personal Pensicn Plan
issued before July 1987 3264 26.50 11.40
issued between July 1987 and June 1888 41.76 26.50 11.40
issued after June 1988 48.60 26.50 11.40
Group Personal Pension Plan 48 60 51.00 11.40
Protected Rights Only 11.04 - 8.90
Executive Retirement Plan 7812 72.20 28.70
Group Executive Retirement Plan 7812 83.90 14.70
AVC Pension Plan
issued before July 1988 41.88 28.60 16.60
issued after June 1988 48.60 28.60 16.60
Personal Pension Account 43.60 26.50 11.40
Group Personal Pension Account 48.60 51.00 11.40
Executive Pension Account 78.00 72.20 29.70
AVG Pension Account 48.60 28.60 16.60

In addition to the per policy expense allowances above there is a further expense provision in respect of new
business which allows for the additional costs incurred during the early years of a contract. These short term
expenses are assumed fo be spread evenly over the first five policy years and have given rise to additional
provisions of £4.0m,

There is an additional expense deduction of £21.00 for Personal Pension Plans and AVC Pension Plans with
Death-in-Service Sum Assured benefits. The expense aliowance and charge for Personal Life Plans without a
related Personal Pension Plan are as for Personal Pension Plans without Death-in-Service Sum Assured benefits.

There is an additional expense deduction of £22.08 for Executive Retirement Plans with Protected Rights benefits.

There is an additional expense deduction of £4.92 for Personal Pension Accounts, Group Personal Pension
Accounts, Executive Pension Accounts and AVC Pension Accounts which have Term assurance benefits.

For Personal Pension Accounts and Group Personal Pension Accounts with Protected Rights benefits there is an
additional expense deduction of £11.04.

The allowance for future expenses on other in force linked contracts is a proportion of the annualised Basic
Premium increased by 3.0% for each year from the valuation date. The proportions of the annualised Basic
Premiums used are as follows:

9.00% For Flexible Investment Plan, Variable Investment Plan 97, Variable Investment Plan 100, Variable
Investment Plan, Maximum Investment Plan 1979.

14.00% For Growth Protector Plan, Growth Savings Plan and Maximum Protection Plan.

16.75% For 10/15 Plus Plan.

5.50% For Whole Life Plan.

6.00% For Executive Pension Plan.

10.75% For Growth Retirement Plan.
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(b)

10.(1)

)

3

4}

11.(1)

12.(1)(a)

Other than for policies where the paid-up expense allowance has been specified above, if premiums have ceased
and if no future premiums are payable the initial allowance for future expenses is a proportion of the valuation unit
liability. The initial allowance is increased by 3.0% for each year from the valuation date. The proportions of the
valuation unit liabilities used are as follows:

0.05% For Investment Bonds.

0.21% For Single Premiurm Bonds.

0.06% For Distribution Bond

0.09% For Guaranteed Equity Bond

0.08% For other paid up linked assurances.
0.16% For Executive Pension Plan

0.13% For Growth Retirement Plan.

As mentioned in 9{a) above, the assumed rate of expense inflation used in the valuation is 3.0% pa This has been
allowed for directly.

The 1999 expense allowance included in the valuation was £40.4m for ongoing renewal expenses, together with
£9.0m for short term expenses. No direct allowance is made for expenses charged to the unit funds in the
valuation expense loadings. In 1998, these expenses charged to the unit funds amounted to £26.6m. The form of
the renewal expense loading varies by product, as described in 9a) above.

The Company carried out a full profitability review of its 1998 and 1999 new business towards the end of 1998
using its current levels of expenses. The 7998 production assumed reflected our best view of actual production for
the full year and the 1989 production was assumed to be 5% higher. This showed that the Company does not
have an expense overrun in respect of its new business, and therefore no additional provision in respect of this is
considered necessary.

The caiculation of the costs which would be incurred if the Company were fo cease to fransact new business
twelve months after the valuation date allow for the expected level of redundancy costs and the capitalised value of
future rental commitments under leases in respect of Head Office and Branch properties which would become
vacant. These costs however are more than offset by a prudent assessment of the margins arising from the
existing business over this period, so that no closure to new business reserve is considered necessary.

All non-linked liabilities and corresponding matching assets are denominated in sterfing.

No premiums were paid for reinsurance ceded on a facultative basis to reinsurers who are not authorised to carry
on business in the United Kingdom.

{2)(2) ERC Frankona Reassurance Limited.

(b)
(€)
{d)

(e)
]
@
(h)

The reinsurer is authorised to carry on business in the United Kingdom.

The Company and the reinsurer are not connected.

Death benefits, accidental death benefits and waiver of premium benefits are covered by the treaty. Sums assured
under periodic premium assurances are reinsured on a risk premium basis with the exception of term assurance,
Accidental Death Benefit and Executive Pension Plan Death in Service Benefit which are on original terms.

Sums assured under Single Premium Bonds are also effectively reinsured on original terms as the appropriate
portion of the allowance for the mortality cost is passed on to the reinsurer as a premium.

The maximum sum assured to which the treaty applies for underwriting autonomy is £2,650,000. Sums assured
above this level and certain cases with impairments were referred to the reinsurer’s underwriters before being
reinsured within the terms of the treaty.

Gross premiums of £774,351 were paid during the year.

There are no deposit back arrangements.

All reinsurance premium payments, including any refunds, are net of commission,

The treaty is open to new business,
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(a) General & Cologne Re

(b) The reinsurer is authorised to carry on insurance business in the United Kingdom.

{c) The Company and the reinsurer are not connected.

{(d) Death benefits, disability benefits, critical illness benefits and waiver of premium benefits are covered by the treaty.

Sums assured under periodic premium assurances are reinsured on a risk premium basis. Waiver of premium
benefits are reinsured on an original terms basis.
The maximum sum assured to which the treaty applies for underwriting autonomy is £2,900,000 for death benefits,
£1,000,000 for Lifeline and Lifestyle benefits and £46,000 per annum fer disability and waiver of premium benefits.
Sums assured above this level and certain cases with impairments were referred to the reinsurers’ underwriters
before being reinsured within the terms of the treaty.

(&) Gross premiums of £8,632,780 were paid during the year.

{fi There are no deposit back arrangements.

(g) All reinsurance premium payments, including any refunds, are net of commission.

(h} The treaty is open to new business.

3 -
13-16  There are no with profit policies.
19.(2) The Company has no derivative contracts reported in Form 48.
21.(2) The only assets the Company holds where adjustments to the asset yields to aliow for nisk of default are
considered necessary are variable interest commercial mortgages and fixed interest Home Income Plan mortgages.
The adjustment made to the asset yields are 0.25% pa and 0.05% pa respectively, which has regard to the
Company's experience of default under these loans and its view as to the level of security provided by them. In
addition to this, the asset values include general provisions, calculated in accordance with generally accepted
accounting principles.
(3) Neither equities nor properties are used to match non-linked liabilities in the notional allocations.

23. The required margin of solvency for Accidental Death Benefit is included within Form €0.

The entry in line 51 of Form 60 exceeds the amount that would be obtained if Form 61 were to be completed, as it
has been calculated as 18% of the in force annual office premium, with no offset for reinsurance.

In practice, 100% of the benefit is reinsured on the same conditions as the inwards contract, but at a substantially
lower premium.
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Returns under Insurance Companies Legislation

Long term business : Summary of changes in ordinary fong term business

Allied Dunbar Assurance ple

Global business
United Kingdom business
Non-linked

Financial year ended 31 December 1998

Form 46

Company
registration GLUKICM Period ended Units  UKIOS NLAN
number day month year
R46 865292 GL k]| 12 1998 £000 UK NL
Life assurance and general Pensions business Permanent health Other business
annuity
No of Annual No of Annual No of Annual No of Annual
coniracts premiums contracts premiums contracts premiums contracts | premiums
1 2 3 4 5 6 7 8
In force at beginning of year | 11 17,871 730 61,843 1,678
New business and increases | 12 23 8 38 21
Net transfers and other
alterations 'on' 13 9 - 9,272 44
Total 'on' (12 +13) 19 62 8 9310 B5
Deaths 21 1,235 6 1,497 8
Cther insured events 22 - - - -
Maturities 23 10 4 246 25
Surrender 24 5 - - _
Forfeitures 25 2186 25 568 143
Conversions to paid-up _ . -
policies for reduced benefits 26 52
Net transfers, expires and
other alterations 'off 27 1,257 101 834 93
Total 'off (21 to 27} 29 2,723 136 2,945 321
In force at end of year
(11419 -29) 39 15,210 602 68,208 1,421
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Returns under Insurance Companies Legislation Form 46
_ana term business : Summary of changes in ordinary long term business
Allizd Dunhar Assurance plc
Slobal business
United Kingdom business
vinked
inancial year ended 31 December 1998
Company
registration GLAUKICM Period ended Units UK/IoS NLALN
number day menth year
R46 865292 GL 31 12 4998 £000 UK LN
Life assurahce and general Pensions business Permanent health 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 6 7 8
In force at beginning of year | 11 981,880 461,631 1,009,252 595570 257 475 41,594
New business and increases | 12 104,725 84712 35,063 97,221 45 825 7,029
Net transfers and other 13 6,492 3,108 5,052 38,552 726 4,413
alterations ‘on’
Total 'on' (12 + 13) 19 111,217 87,820 40,115 135,773 46,551 11,442
Deaths 21 5549 1,333 2,041 866 M 65
Cther insured events 22 137 130 - - 131 22
Maturities 23 3,647 1,001 17,723 5,065 - -
Surrender 24 30,826 11,518 - - 3,398 475
Forfeitures 25 34,738 20414 3,218 970 18,849 3,448
Conversions to paid-up
policies for reduced benefits 26 ) 5637 B 82,684 - B
Net iransfers, axpiresand [ 7 5399 | 11,157 9,080 21,083 141 1,340
other alterations ‘off’ ! ! ’ ! !
Total 'off (21 to 27) 29 80,296 51,191 32,060 110,668 22720 5,350
'(’1‘ mcge aztg‘j"d of year 397 1,012,801 498260 | 1,017,307 620,675 281,306 47 686
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Returns under Insurance Companies Legislation

Form 438

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

benefits

Allied Dunbar Assurance plc

Global business

Financial year ended 31 December 1993

Category of assets : Total

Company
registration GLAJK/CM Period ended Units Category
number day menth year of assets
R48 865292 GL 3 12 1998 £000 10
Value of Expected Yield %
admissible income from
Type of asset assets as shown admissible
on Form 13 assels
1 2 3
Land and buildings 1
Approved securities 12 621,200 39,946 456
Fixed interest
securities Other 13 24 844 1,517 6.01
Variable interest Approved securities 14
and variable yield
securities
{excluding items Other 15 81,790 5872 7.24
shown at line 16)
Equity shares and holdings in collective investment 16
schemes
Loans secured by mortgages 17 195,365 17,876 9.20
Producing income 18 164,080 11,997 7.31
All other assets
Not producing incorne 19 72211
Total {11 to 19) 29 1,159,490 77,308 567
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Returns under Insurance Companies Legislation

Long term business : Valuation result and distribution of surplus

Allied Dunbar Assurance plc

Global business

Form 58

Company
) . registration GLUKCM Period ended units. Category
Financial year ended 31 December 1998 number day month year of surplus
Long Term Assurance Fund R58 865292 GL 31 12 1998 £000 1
Fund carried forward 1 19,272,787
Bonus payments made to policy holders in anticipation of a surplus 12
Transfers out of fund/ | Transfer to non-technical account 13 62,653
parts of fund Transfer to other funds/parts of funds 14
Net transfer out of funds/parts of funds (13 + 14) 15 62,653
Total (11 + 12 + 15) 16 19,335,440
Valuation result
Mathematicai reserves for accumulating with profit policies 17
Mathematical reserves for other non linked contracts 18 747,998
Mathematical reserves for property linked contracts 19 18,524,789
Mathematical reserves for index linked contracts 20
Total (17 to 20) 21 19,272,787
Surplus including contingency and other reserves held towards the
solvency margin (deficiency) (16 - 21) 29 62,653
Balance of surplus brought forward unappropriated from last valuation 3
Transfers into fund/part Transfer from non-technica! account 32
of fund Transfer from other funds/parts of fund 33
Composition of ransfer from other funds/parts of fun
surplus Net transfer into fund/part of fund (32 + 33) 34
Surplus arising since the last valuation 35 62,653
Total (31 + 34 + 35) 39 62,653
Bonus payments made to policyhelders in anticipation of a surplus 41
Cash bonuses 42
Allocated to Reversionary bonuses 43
policyholders by way of Other bonuses 44
Distribution of Premium reductions 45
surpius Total allocated to policyhalders (41 to 45) 46
Net transfer out of fund/part of fund 47 62,653
Total distributed surplus {46 + 47) 48 62,653
Balance of surplus {including contingency and other reserves held 49
towards the solvency margin) carried forward unappropriated
Total (48 + 49) 59 62,653
Percentage of distributed surplus allocated to policyholders of fund/part of fund 61
Gorresponding Latest  (vear of valuation 1997) 62
percentage at ) .
three immediately Earlier  (year of valuation 1996) 63
previous . .
valuations Earliest (year of valuation 1995) 64
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NOTES TO SCHEDULES 1 AND 3

0902

1310

131

1312

1401 &
1501

1402 &
1502

Implicit ltem

The Secretary of State, on the application of the Company, issued te the Company on 17 July 1998 an Order under
Section 68 of the Insurance Companies Act 1982, directing that the Company may take into account the implicit
itern shown in Form 9 of this return.

Reconciliation to Capital and Reserves in Accounts

1998 1997

£000's £000's
Form 13 line 99 532,408 552,951
Form 15 line 59 (70,22%) (86,002)
Sub total 462,109 466,949
Net deferred acquisition cost asset 431,200 400,000
Resilience reserves provided in Annual Retum not in A/C's 10,048 1,737
Total per Capital and Reserves in accounts 903,357 878,686

Aggregate value of unlisted Investments

The Company held unlisted shares to the value of £6,938,589 in the Threadneedle Property Partnership Limited, a
property investment company.

Amount receivable and payable

Amounts due to and from any cne person have been offset where appropriate in accordance with generally
accepted accounting principles.

Maximum permitted counterparty limits

(a)

{b)
(c)

The investrment guidelines operated by the Company limit exposure to any one counterparty by reference to
the credit rating of that counterparty. Investments may not be placed with counterparties with a credit
rating of less than A.

The maximum permitted exposure during the year was:

Any counterparty rated AAA f AA+ £150m
Any counterparty rated AA/A £75m

These limits apply to aggregate investments in deposits, certificates of deposit, floating rate notes,
commercial paper and other non equity securities, derivatives and foreign exchange transactions. They
may only be excesded by agresement between the [nvestment Fund Managers and the Directors of the
Cornpany.

The limits given above also apply to counterparties other than approved counterparties.

There were no occasions during the year when these amounts were exceeded.

Exposure to large counterparties

The Company's exposure to a counterparty has not exceeded 5% of the long term business amount.

Provision for adverse changes

No derivatives are held and therefore no provision is required.

Liabilities

(@)
&)

There are no charges over assets
No provision has been made in Schedules 1 and 3 in respect of any potential liability to tax on unrealised

capital gains. Any such potential liability has been taken into account by the Actuary in the valuation of the
liabilities of the Long Term Assurance fund in Schedule 4.
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{c)

(d)

()

In December 1993, the Financial Services Authority (FSA) Investigated a review of personal pension
transfer and opt-out sales across the insurance industry to establish whether clients have been
disadvantaged and are entitled to redress. Certain priority groups were identified for review and these
reviews have besn completed in line with the plan agreed with the regulator.

The FSA issued guidance in August 1998 with regards to action to be taken in respect of clients who did
not fall within the priority groups. The company expects a lower proportion of this group to have been
disadvantaged and for the leve! of redress fo be less than for the priority cases, and has set it provision
accordingly using a prudent view of the likely outcome. However, until this work is completed uncertainty
will continue to exist in respect of these cases.

The Company has guaranteed certain liabilities of two of its subsidiaries, Dunbar independent Ltd and Allied
Dunbar Financial Advisers Ltd, in relation to its business as a marketing associate of the Company, to the
extent that they are not covered by professional indemnity insurance. The Directors are of the opinion that
no material loss will arise under these guarantees.

(i) No maximum Hability was specified in the guarantees

(i} No provision has been made in respect of these liabilities

{iii} No amounts were reported under (c) in respect of these liabilities.

The Company is not aware of any fundamental uncertainties affecting its business

Basis of conversion of foreign currency

Asssets and liabilities have been transiated at the rate of exchange ruling at 31 December 1988,

income and expenditure in foreign currencies have been translated at the rate of exchange ruling at the time of the
transaction.

QOther charges

The total of cther charges of £12,288,000 is made up of

1998 1997
£000's £000's
Profit / (loss) on the disposal of fixed assets 1,261 889
Depreciation (11,292) {10,302)
Audit and other fees (585) (584)
Charitable donations {1,672) (2,317)
Total {12,288) {12,344)

Form 17 Other than long term business

All amounts required to be shown on Form 17 for other than long term business would be zero and so no Form 17
has been prepared.

Other Income

The total of other income of £10,323,000 is made up of:

1998 1997

£000's £000's

Commissions received 6,317 4,249
Interest on salesforce loans 1,71 1,724
Will writing fees 140
Recharge of expenses to BAT 2,808
Pll Recovery 1,145 950
Sundry income 1,160 1.641
Total 10,323 11,512

Provision of Management Services

Threadneedle Investment Managers Limited, a wholly owned subsidiary of Zurich Financial Services (UKISA) Lid.
provides investment management and advisory services to the Company.
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Zurich Financial Services UK Life Limited and Zurich Financial Services Group Services Limited provide support
and management services to the Company.

Basis of valuation of assets

(a) Assets shown in this form have been valued as follows:

th
(ii)

(iii}

(iv)
v}

Freehold and leasehold properties have been valued at open market value by independent valuers.,

Debt securities and other fixed income securities, shares and other variable yield securities are
valued at the lowest offered dealing price.

The managers of Allied Dunbar's unit trust and OEIC holdings include Threadneedie Investment
Services Ltd. Special arrangsments have been made with them for the Company to invest in the
unit trusts and OEICs free of the managers’ initial charges. Holdings managed by Threadnesdie
investment Services Ltd are also free of any annual charges. Holdings are valued at the price at
which the Company would have been able to purchase the units at 31 December 1988.

Interest bearing deposits have been stated at cost.

Loans secured by mortgages, forward exchange and futures contracts are stated at the Directors
estimate of likely realisable value.

(b) The Company owns 97% of the equity shares of Allied Dunbar Specialist Funds Limited. This is an opein-
ended investment company, not entered into on the basis of control of a subsidiary undertaking. The
Company's investment is held as an asset to cover linked liabilities. Allied Dunbar Specialist Funds Limited
owns listed equities, loan and debenture stock in the emerging Asia markets on behalf of the Equity fund,
the Pension Equity fund.

The minority interest of £3.1 million has not been included in the balance sheet of the Company.

(c) The Company owns the whole of the issued share capital of a United States holding company whose
subsidiaries own property on behalf of the American Property fund and the Pension Property fund and the
whole of the issued share capital of a French company owning property on behalf of the Property fund.

Aggregate value of derivative contracts

The aggregate value of rights under derivative contracts, or in respect of assets which have the effect of derivative
contracts is £51,545 214.

The aggregate value of liabilites under derivative contracts is £18,052,73.

No variation margins are payable on these contracts

Other expenditure

Other expenditure shown in line 26 is made up as follows

1998 1997

£000's £000's

Ground rent 2,971 3,569
Property expenses 8,781 7,037
Non recoverable foreign withholding tax 4,136 4,186
Investment management charges 3,257 3,083
Safe custody charges 1,006 863
Other miscellaneous expenses 59 20
Total 20,208 18,768

Derivative contracts

The following information is included pursuant to regulation 23 of the Insurance Companies (Accounts &
Statements) Regulations 1896.

(a) The following investment guidelines are operated by the Company for the use of derivative contracts:

They may be used for the following purposes:
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- In respect of shareholder funds to limit the group’s exposure to movements in interest rates and stock market
levels

- Inrespect of policyholder funds backing products with guarantees to match the guaranteed liabilites.

- Inrespect of policyholder funds other than those backing guarantees to assist in efficient portfolic management,
limit exposure to interest rates and equities and to hedge overseas investment risks.

They are not permitted for the following purposes

- For policyholder funds where they do not precisely match the liabilities fo policyholders.
- To create geared funds or to make speculative investments

- Any purpose which would be in breach of the Insurance Companies Regulations 1994.

{b) No provision has been made in the guidelines for the use of contracts which were not reasonably likely to be
exercised at the time when the contract was entered into.

(c) The Company was not party to any contracts of the kind described in paragraph (b) ahove.

(d) The Company has no derivatives that are recorded in Form 13.

(e) -

(f) The Company held no derivative contracts outside the linked funds at any time during the financial year.

(g) All derivatives held during the year were in the property linked funds and so the Company was not exposed to any
potential loss dus to the failure of any one person to fulfil its obligations under derivative contracts.

(h} The Company held no derivative contracts outside the linked funds at any time during the financia! year.
(i) The Company received no consideration for granting rights under derivative contracts during the financial year.
Shareholder Controllers

The following information is included pursuant to regulation 24 of the Insurance Companies (Accounts and Statements)
Regulations 1996.

{a) The shareholder controller to 7 September 1998 was British American Financial Services (UK and International)
Limited. From 8 September the Company changed its name to Zurich Financial Services (UKISA) Limited.

(b) At the end of the financial year Zurich Financial Services (UKISA) Limited owned 100% of the voting power and any
general meeting of the Company.

113



NOTES TO SCHEDULE 4

1.

Form 46

4601 There are 4 non-linked Group Life contracts, 1 non-linked Group disability contract and 2 linked Group
Pensions Contracts in-force at the valuation date.

4602 The number of contracts shown in-force at the end of the year exceeds the actual number by 948 for non
linked life assurance, 3,692 for non-linked pensions and 257,475 for linked permanent health business.

Forms 46A and 47A

4600 & The Company has no industrial assurance business.
4700

Form 47
47 The total number of contracts stated exceeds the actual number by 42,713.

4702 Critical liness Benefits are critical illness and total permanent disability insurance, and relate to Lifeline,
Lifestyle and Lifestyle Plus, as described in Schedule 4.

Form 48

4801 The amounts of accrued interest included in the value of admissible assets is as follows:

£000's
Fixed interest securities - Approved securities 11,017
Fixed interest securities - Other 381
Variable yield securities - Other 638

4802 The fixed interest Home Income Plan mortgages included in line 17 are valued at their face value.
Form 51

8101 All policies are non-profit.

5102 The total number of non-linked confracts exceeds the actual number by 4,640.

5103 The miscellaneous category included in the Pensions Business includes 4 group contracts with premiums
amounting to £1,135,408.

5104 The key to the letters used to identify the mortality tables can be found in section 7.(1} on page 64.

Form 52

5200 The Company has no accumulating with-profits policies.

Form 53

5301 All policies are non-profit.

5302 The total number of contracts exceed the actual number by 257,475 for linked Permanent Health Business.
5303 The key to the letters used to identify the mortality tables can be found in saction 7.(1) on page 64.

Form 54

5400 The Company has no index linked contracts. All amounts required to be shown would be zero, and
therefore no Form 54 has been prepared.
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9.

Form 55

5601

10. Form 56

1.

5600

Form §7

57N

5702

5703

5704

5705

The reconcitiation of property linked funds is as follows:

£000's
Form 55 (column 7) 17,984,010
Add back liabilities:
CGT (Form 43) 26,979
Other liabilites (Form 43) 24,326
CGT on GEB 400
Total (agrees to Form 13 line 59) 18,345,715

£000's
Form 43 {column 2) 18,282,909
Add:
GEB (Form 55) 51,735
Pension Guarantee 10,671
CGT on GEB 400
Total 18,345,715

The Company has no index linked contracts. Al amounts required to be shown would be zero, and
therefore no Form 56 has been prepared.

The resilience reserves shown on pages 99, 101 and 102 are the additional non-unit reserves which arise
following a reduction in yields of 20% from present levels.

The resilience reserves shown on pages 100 and 103 are the additional nen unit reserves which arise
following a 25% fall in unit values.

The products included in the Balance on page 101 include non-linked endowment assurances, pure
endowments, Renewable Convertible Term Assurance, ADP annuities and reserves for extra premiurns,
AIDS, Accidental Death Benefit and Lifetime Income Plan.

The products included in the Balance on page 104 include ADP Scheme annuities, Group Life Assurance and
reserves for AIDS and extra premiums. Deposit Administration, Building Scciety Related and Mortgage
related contracts are excluded from this form as here the reserves largely represent the accumulated value of
contributions.

The product included in the Balance on page 106 represents the Group Disability scheme.
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SCHEDULE &
DIRECTORS’ CERTIFICATE
We certify;

1.(a) that in relation to the part of this return comprising Forms 9, 10, 13 to 17 and 40 — 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;

(b} that 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 enabled the company to comply with regulations 27 to
31 (matching and localisation) of those Regulaticns; and

(c) in relation to the statement required by regulation 31 of the Regulations:
(i) that for the purposes of preparing the statement, proper accounts and records have been maintained; and
(ii) that the information given has been ascertained in conformity with that regulation.

2. that the required margin of sclvency required by section 32 of the Insurance Comparies Act 1982 has been
maintained throughout the financial year in question.

3.(a) that the requirements of Section 28 1o 31 of the insurance Companies Act 1982 have been fully complied with and in
particular that, subject to the provisions of section 29(2) to (4) and section 30, 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 funds have been applied octherwise than for the purpose of the long term
business;

(b) that any amount payable from or receivable by the long term business fund in respect of services rendered by or to any
other business carried on by the Company or by a person who, for the purpeses of Section 31 of the Insurance
Companies Act 1982, 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, and any exchange of assets
representing such fund or 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 any long
term business fund have been disclosed in the retum, and that the fund or funds on which each such guarantee would
fall has been identified therein;

(d) that in respect of the internal linked funds maintained by the Company, that the investment policy and practice of the
Company was during the financial year in question consistent with any representations made to policyholders or
potential policyholders of the Company;

(e) the return in respect of long term business is not distorted by agreements between the Companies concerned or by
any arrangements which could affect the apportionment of expenses and income;

(f) that the Company has fully complied with the requirements of Section 31A of the Insurance Companies Act 1982.

4. (a) that the systems of control established and maintzined by the company in respect of its business complied at the end
of the financial year with the following published guidance:

¢ Prudential Guidance Note 1994/6 - “Systems of control over the investmems (and counterparty exposure) of
insurance companies with particular reference to the use of derivatives”.

and it is reasonable to believe that those systems continued to so comply subsequently and will continue to so comply
in future; and
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{b) that the return has been prepared in accordance with the following published guidance:

+ Prudential Guidance Note 1995/1 - “Guidance for insurance companies and auditors on the Valuation of Assets
Regulations”,

s Prudential Guidance Note 1985/3 - “The use of derivatives in insurance funds”,

» Prudential guidance Note 1998/1 - “The preparation of annual returns to the Insurance Directorate of HM Treasury”.

K R BALDWIN, Chief Executive P A HODKINSON, Managing Director

S P DEIGHTON, Finance Director

23 April 1999
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Note to the Annual Return

1.

Curing 1998 the requirements of “Money Laundering - Guidance Notes for Insurance and Retail Products” (revised
February 1995) issued by the Joint Money Laundering Steering Group, have not been fully complied with and is
therefore omitted from the Directors' certificate. Refresher training has not been carried out formally for the last 3
years. A programme has been designed and roll out is now underway across the business to ensure that all staff in

key areas receive this training by June 1899,
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APPOINTED ACTUARY'S CERTIFICATE

| certify that:

(@

{b)

(i) in my opinion proper records have been kept by the company adequate for the purpose of the valuation of the
liabilites of the long term business;

(i) the mathematical reserves shown in Form 14 constitute proper provision as at 31 December 1998 for the liabilities
(other than liabilities which had fallen due before the end of the financial year) arising under or in connection with
contracts for long term business; and

(iii} for the purpese of sub-paragraph (i) above the liabilities have been assessed in accordance with Part IX of the
Insurance Companies regulations in the context of assets valued in accordance with Part VIIf of those Reguilations,
as shown in Form 13; and

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

{v) that, 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

the amount of the required minimum margin applicable to the company's long term business immediately following
31 December 1998 was £252,586,000

J E BULLIMORE, Appointed Actuary

23 April 1999
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REPORT OF THE AUDITORS TO THE DIRECTORS PURSUIANT TO REGULATIONS 29 OF THE INSURANCE
COMPANIES (ACCOUNTS AND STATEMENTS) REGULATIONS 1996

Allied Dunbar Assurance Plc

Global Business

Financial year ended 31 December 1998

1.

We have examined the documents prepared by the company pursuant to section 17 of the Insurance Companies Act
1982 (“the Act’} and the Insurance Companies {(Accounts and Statements) Regulations 1996 (“the Regulations”):

¢ Forms [9,10,13 to 17 and 40 to 45] {including the supplementary notes thereto) (“the Forms”),

s The statement required by regulation 23 on pages 110 to 113 {“the statement”); and

e The certificate signed in accordance with regulation 28(a) on pages 116 and 117 (“the certificate”).
in the case of the certificate, our examination did not extend to:

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

(b} paragraph 4 conceming the investment policy and practice of intemal linked funds, required by paragraph 4(d)
of Schedule 6; and

(c) paragraph 5 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 retumn (including the Forms, statement and certificate)
under the provisions of the Act and the Regulations. [The requirements of the Regulations have besn modified by
Order issued under section 68 of the Act on 17 July 1998]. Under regulation 5 the Forms and statement are required
to be prepared in the manner specified by the Regulations and to state fairly the information provided on the hasis
required by the Regulations.

(a) 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 cur opinicns to you,

Basis of opinion

We conducted our work in accordance with Bulletin 1998/3: “Auditors” reports on regulatory returns made under the
Insurance Companies Act 1982" issued by the Auditing Practices Board. Our work included examination, on a test
kasis, 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 30 April 1999, It also included an assessment of the significant estimates and judgements made by the
company in the preparation of the Forms and statement.

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 statement
are free from materfal misstatemnent, whether caused by fraud or other irregularity or error, and comply with
regulation 5.

In the case of the certificate, the work performed involved a review of the procedures undertaken by the signatories 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:

{(a) the certificate of the actuary en page 119 with respect to the mathematical reserves and the reguired minimum
margin; and

(b) the identity and value of impficit items as they have been admitted in accordance with regulation 23(5) of the
Insurance Companies Regulations 1994 by virtue of an Order issued under section 68 of the Act on 17 July 1998]
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Opinion
8.  |nour opinion:

(a) the Forms and statement fairly state the information provided on the basis required by the Regulations [as modified]
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 unreasonable for the persons giving the certificate to have made the statements therein.
PricewaternouseCoopers

Chartered Accountants and Registered Auditors
1 Embankment Place

LONDON

WCZN 6NN

May 1999
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Statement of information on the Appointed Actuary to Altied Dunbar Assurance plc

(M

2

3)

@

(a) J E Bullimore was the Appointed Actuary at 31 December 1998.

(b} The Actuary has in force three unit-linked policies with the Company as follows:

Type Sum Assured 1998 Premium Expiry/Maturity Date
Deferred Annuity - £11,973.00 03.09.2011
Deferred Annuity - £ 480000 03.09.2011
Deferred Annuity - £ 1,827.63 03.09.2016
(c) (i} The aggregate amount of the remuneration and the value of other benefits under the Actuary's contract of

employment with the Company during the year ending 31 December 1998 was £149,311. These
emolumsents (none of which were in respect of fees) include performance related pay, bonuses and an
accrual in respect of deferred bonuses which may become payable in future years.

(d) The Actuary is a member of the Allied Dunbar Staff Pension Plan and contributions in respect of his employment
during the year ending 31 December 1998 were paid by the Company. No further pecuniary benefit was received
by the Actuary from the Company in that year.

The Company requested the Actuary to fumish it with the particulars specified in paragraph 1 of Regulation 31 of the

Insurance Companies (Accounts and Statements) Regulations 1926 and pursuant to that request the Actuary has

confirmed that the information set out in (1) above is correct.

(@) B M Thomas was the Appointed Actuary prior to relinquishing the position on 19 January 1998.

(b} B M Thomas has in force two regular premium unitinked policies with the Company as follows:

Type Sum Assured Annual Premium Expiry/Maturity Date
Term Assurance £125,000 £382.56 01.07.2013
Deferred Annuity - £960.00 14.11.2012

(c) (i) The aggregate amount of the remuneration and the value of other benefits under the Actuary's contract of
employment with the Company and receivable by him during the year ending 31 December 1998 was
£625,650.

(i)  The emoluments as director of the Company which are included in a note to the Accounts of Allied Dunbar
Assurance plc as required by section 231 of the Companies Act 1984, are included in item (3) (¢) (i) above.

(d) B M Thomas is a member of the Allied Dunbar Staff Pension Plan and contributions in respect of his employment
during the year ending 31 December 1998 were paid by the Company. No further pecuniary benefit was received
by the Actuary from the Company in that year.

The Company requested B M Thomas ta furnish it with the particulars specified in paragraph 1 of Regulation 31 of the

Insurance Companies (Accounts and Statements) Regulations 1996 and pursuant to that request the B M Thomas has
confirmed that the information set ocut in (1) above is correct.
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