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Returns under Insurance Companies Legislation Form 9
Statement of solvency
Name of company Royal Heritage Life Assurance Limited "’ " "
Global business EIBHIQOUx
UHPQNIES HOUSE 2
Financial year ended 31st December 1996 8/10/97
Company
registration Period ended .
number GLIUKICM g3 rronth—year Units
R ! 1016269 GL 31 I 12 ‘ 1996 } £000
| As atthe end of | As atthe end of | Source
i thisfinancial | the previous | 7 ;
| year ! year ‘ i | E
| 1 2 1 El g 3
GENERAL BUSINESS
Available assets
+ Cther than long term business assets allocated towards | See instructions
genedal business required minimum margin 11 ) 1and 2
Required minimum margin
‘ Required minimum margin for general business 1 2_i 12 . 4% ‘\
| : : i
i Excess (deficiency} of available assets over the required 13 i
| minimum margin (11-12) :
LONG TERM BUSINESS
Available assets
' Long term business admissible assets 21 793176 796515 0 . M
Other than long term busi ts allocated towards | See i il
e e e s s o 22 28103 24038 |Togs oo
| Total mathematical reserves (after distribution of surplus) 23 772447 782177 | seeinstruction 4
I Other insurance and non-insurance liabilities 24 17536 | 11354 | sceinstruction 5
Availabl ts for long t busi ired mini
mvaarlgian (eszszg_za?éi)mg erm business required minimuwm 25 31296 | 27022
Implicit Items admitted under regulation 23(5) of the
Insurance Companies Regulations 1994
! Future profits 31
! Zilimerising 32
|
Hidden reserves 33 E
{
1 Total of available assels and implicit items (25+31+32+33) 32 31296 27022
Required minimum margin
‘i Required minimurm margin for long term business M 5810 5988 60 . 89
Explicit ired mini in (1/6 x 41, ini
guaprlacrlnereeqf‘f;;d Hu;ug?tggl margin (1/6 X 41, or minimum 42 968 908
Ex defick f availabl ts licit ired
miﬁé ﬁqa?;g(:(yg&g;rata e assels over expllcit reguin 43 30328 26024
Ex defici F availabl ts and implicit it
T B s i s v a 25486 21034
L

CONTINGENT LIABILITIES

Quantifiable contingent liabilities in res) of other than long term business 51

as shown in a supplementary note to Form 15 See instruction &

Quantifiable contingent liabilities in respect of long ferm business as shown 52

; in a supplementary note to Form 14 See instruction &




Returns under Insurance Companies Legistation

Covering sheet to Form 9
Name of company Royal Heritage Life Assurance Limited
Global business

Financial yearended  31st December 1996

R CALVER

............................................................

J C HANCE

............................................................

D R PARRY

June 1997

Director

Director

Managing Director

Form9




Returns under Insurance Companies Legisiation Form 10

Statement of net assets

Name of company Royal Heritage Life Assurance Limited

Global business

Financial year ended 31st December 1996
Company .
registration Period ended
number GUUKI/ICM  ~gay month  year Units
R10 | 1016269 | GL | 31 : 12 | 1996 i £000
. ; | i ;
. | Asattheendof | Asattheendof | Source
i ~ thisfinancial | the previous year e
i year ‘: | L E
i 1 2 E| o ! 2
. : e 50
' Long term business - admissible assets 11 i 793176 7965156 | 13 . 89 . 1
! S . |
" Long term business - liabilities and margins 12 793176 796515 | 14 . 59 . 1
_ Other than Long term business - admissible assets 21 34273 | 26808 | 13 . 89 . 1
: Other than Long term business - liabifities 22 6170 2768 | 15 .69 . 1
. Net admissible assets (21-22) 23 | 28103 24038
Unpaid amounts (including ’ :
| Other assets allowed to | share premium) on partly paid 24 !
 be taken into account in | Shares
| covering the required Supplementary contributions
: minimum margin for a mutual carrying on 25
‘ general business
i Liabilities allowed to be | sypordinated loan capital 26 !
i left out of account lnd [
covering the require . i
% minimu% margicrlt E:F;ﬁgatwe preference share 27
" Available assets (23 to 27) 29 28103 | 24038
Represented by:
 Paid up share capital (other than cumulative
preference share capital) 51 4088 4088
: Amounts included in lines 24 to 27 above 52
Amounts representing the balance of net assets 56 24015 19950
Total (51 to 56) and equal to line 29 above 59 28103 24038
Movement of balance of net assets for solvency
purposes - as per line 56
H A ! H
i f?::!qan':;ci::l Sre%light forward at the beginning of the 61 : 19950 | 9302 | 10 .56 . 2
: i ;
' Retained profit/(loss) for the financial year 62 4085 10648 | 16 . 59 . 1
' Movement in asset valuation differences 63 See instruction 2
E - . ) E
Eﬁ:;g:zel(mcrease) in the provision for adverse 64 See instruction 3
: Other movements (particulars to be specified by 85 }
i way of supplementary note) E ;
‘t i i i
E I(?Eseqla;gc&;:amed forward at the end of the financial year 69 | 24015 ‘ 19950




Returns under Insurance Companies Legislation Form 13
. . {Sheet 1)
Analysis of admissible assets
Name of company Royal Heritage Life Assurance Limited
Giobal business
Financial year ended 31st December 1996
Category of assels Total other than long term business assets
Compan Category
regi%?u‘gn GUUKICM Period ended . of
number day month — year Units assets
[ [ g ! I
R13 , 1016269 GL 31 12 1996 & £000 1
~ Asattheend of . As atthe end of
this financiat the previous
. Investments year year
i 1 2 i
Land and buildings 11 i
UK insurance Shares 2
dependants
Debt securities issued by, and loans to, dependants 22
Other insurance Shares z
dependants
Debt securities issued by, and loans to, dependants 24
Investments in ;
group undertakings | Non.insurance | Srares 25
and participating dependants
interests Debt securities issued by, and loans to, dependants 26
Shares 27
uorﬂiﬁgrk?#gs and | Dbt securities issued by, and loans to, group undertakings | 28
participating
interests Participating interests 29
Debt securities issued by, and loans to, undertakings in 20
i 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
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Category of assets Total other than long term business assets
COmparar cfategory
registration i [)
by GLUKICM  —ay— oot ovear—  Units  assets
R13 1016269 | GL ' 31 ‘ 12 l 1996 £000 r 1
i , | 1 :
i Y
[ . 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
i
| I Equity shares 41 5
H : i i
_ Other shares and other variable yield securities 42 '
i | Holdings in collective investment schemes 43 - ‘
i Rights under desivative contracts 44 |
l Approved securities 45 :
l Fixed interest ;
i
Debt securities and | Other 485 :
other fixed income ;
securities Approved securities 47
Variable inferest
Other 48
Cther financial -
i investments | Participation in investment pools 49
l f
! | Loans secured by morigages 50
Loans to public or local authorities and nationalised 51
industries or undertakings ‘
: 0 - : _ B -
; | Other toans cg;r;)sa Iﬁscureﬁ by policies of insurance issued by the 52 i
]
:f Other 53
1 i . ;
Deposits with ’ Withdrawal subject to a time restriction of one month or less | 54 | 29066 l 26768
approved credit : : i
: institutions and
i 'apgirtﬁ":ied Jrancial i Withdrawal subject to a time restriction of more than one
i S ‘
ins leg}  month 55 5146
Other 56
Deposits with ceding undertakings 57
! index finked 58
Assets held to match linked labilities
Property linked 59
Provision for uneamed premiums 60
Claims outstanding 61
Reinsurers’ share of technical provisions
| Provision for unexpired risks 62
i Other 831
i
| Total sheet 2 (41 to 63) 69 | 34212 26768




Retuns under Insurance Companies Legislation Form 13

. {Sheet 3)
Analysis of admissible assets
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Category of assets Total other than long term business assets
Company gfategory
registraticn Period ended
number GUUKICM —gay—month—year—  Units ~ 3sSels
R13 % 1016269 , GL 31 J 12 [ 1996 I £000 1
| { ;
As attheend of | As at the end of
Debtors this financial | the previous
Other assets )ﬂ?laf ? yeéar
| Debtors arising out P dlicyholders 71 l
. of direct insurance .
operations . Intermediaries 72
1 Salvage and subrogation recoveries 73 ;
. Due from ceding insurers and intermediaries under reinsurance busmess
" Debtors arising out | accepted 74 g
1 of reinsurance :
operations Due from reinsurers and intermediaries under reinsurance contracts ceded 75
Duein 12 months or less after the end of the financial year 76
Due from
dependants .
Due more than 12 months after the end of the financial year | 77
Other debtors
Due in 12 months or less after the end of the financial year 78
Other
Due more than 12 months after the end of the financialyear | 79
Tangible assets 80
Deposits not subject to ime restriction on withdrawal, with approved credit 81 i
" Cash atbankand  instituions and approved financial institutions and local authorities |
in hand i
E Cash in hand 82
Other assets (particulars to be specified by way of supplementary note) 83
Accrued interest and rent 84 61 38
. Prepayments and .
| accrued income | Deferred acquisition costs 85
| Other prepayments and accrued income 86
Deductions {under regutations 57(2)(b) and 57(3} of the Insurance Companies Reguiations 87
i 1984} from the aggregate value of assets
! Total sheet 3 (71 o 86 less 87) 88 61 38
1
r Grand total of admissible assets (39+69+88) 89 34273 26806
Reconciliation to asset values determined in accordance with the
shareholder accounts rules
| Total admissible assets {2s per line 89 above) 91 34273 26806
]
Total assets in excess of the admissibilify limits of Schedule 12 of the Insurance Companies
Regulations 1994, (as valued in accordance with those Regulations before applying admissibilty limits) 92
Solvency margin deduction for insurance dependants 93 i
, Other differences in the valuation of assets (other than for assets not valued above) o4 1
Assets of a type not valued above, (as valued in accordance with the shareholder accounts rules) a5 !
Total assets determined in accordance with the shareholder accounts rules (91 to 95) 99 34273 26806

-

Amounts included in line 89 attributable to debts due from related companies, other than those under 100
contracts of insurance or reinsurance




Returns under Insurance Companies Legislation Form 13

(Sheet 1)
Analysis of admissible assets
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Category of assets Total long term business assets
Company Gategory
registration Period ended . of
number GL/UKICM day month  year Units assets
[ 4 T [ : i
R13 1016269 GL ) | 12 1996 £000 | 10
As atthe end of  As atthe end of
, this financial :  the previous
. Investments ! year : year \
; | 1 : 2 i
| ' ; i
I
‘ Land and buildings 1| 350 i 550
| | UKinsyrance | Shares 21
i | dependants ;
i ; | Debt securities issued by, and loans to, dependants 22
i H !
1 1
! Other insurance ‘ Shares 23
: dependants ;
i ! Debt securities issued by, and koans to, dependants 24
! |
tnvestments in [ I
group undertakings | Non-insurance | SNeres 25
and participating | gependants '
| interests l | Debt securities lssued by, and loans to, dependants 26
; | !
i " Shares 27
L?r?c}g:'tg{grltjgs and Debt securities issued by, and loans to, group undertakings | 28
¢ participating i
: interests Participating interests 29
i Debt securities issued by, and loans to, undertakings in 30
i ) | I which the company has a participating interest X
| Total sheet 1 (11 to 30) 39 350 550




Returns under Insurance Companies Legislation Form 13
. (Sheet 2)
Analysis of admissible assets
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Category of assets Total long term business assets
Company cfategory
mpany . o
:::gnl:sbeu-aruon GLIUKICM Period endEdear— Units Csets
n : |
R13 l 1016269 GL ! 31 [ 12 i 1996 £000 | 10
! | : !
Investments (continued) Mie fmancial | e rovnas
Deposits with ceding undertakings year { year
Assets held to cover linked liabilities 1 ‘ 2
|
|
’ ’ Equity shares 41 | !
. Other shares and other variable yield securities 42
Holdings in collective investment schemes 43! ;
i ; i :
Rights under derivative contracts 44
| :
Approved securities 45 38292 37963
i Fixed interest
i
i Debt securities and j Other 46 994 1485
: other fixed income T
; securities i Approved securities 47
i Variable interest : E
; | Other 48 |
i Other financial -
| investments Participation in investment pools 49
| Loans secured by mortgages 50 28 | 28
! Loans to public or local authoriies and nationalised 51
| industries or undertakings
Other loans | légra;‘rz)sa ﬁscured by policies of insurance issued by the 52
| Other 53
Deposils with Withdrawal subject o a time restriction of one month or less { 54 19431 14218
H ! approved credit J | i
: - institutions and :
| approved financial ! - _ .
; institutions Withdrawal subject to a time restriction of more than one 55
l month
i Cther 56
Deposits with ceding undertakings 57
index linked 58
Assets held to match linked liabifities
Property linked 59 731301 739697
Provision for uneamed premiums 60
Claims outstanding 61
Reinsurers' share of technical provisions
Provision for unexpired risks 62
Other 63
Total sheet 2 (41 to 63) 69 790046 793391




Returns under insurance Companies Legislation Form 13

{Sheet 3)
Analysis of admissible assets
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Category of assets Total long term business assets
Compargr gfategory
registration Period ended
nugmber GUUK/ICM  —day —monthr—year — Units assets
R13 . 1016269 GL i 31 } 12 | 1996 £000 ;i 10
: - | i 1 i 1
ir I As atthe end of | As at the end of |
! Debtors ‘ this financial the pre\?ous
i Other assets E y-.?lar } y%a
r I | .
! Debtors arising out | Policyholders 7 | 47 | 162
_ of directinsurance
operations . Intermediaries 72
Salvage and subrogation recoveries 73
. i Due from ceding insurers and intermedianes under reinsurance business , ;
Debtors arising out | accepted 74 i
of reinsurance : -
operations Due from reinsurers and intermediaries under reinsurance contracts ceded 75| 376 ‘ 29
! Due in 12 months or less after the end of the financial year 76 3
Due from : i
dependants : . !
" Due more than 12 months after the end of the financial year | 77 :
Other deblors : ‘
| Due in 12 months o less after the end of the financial year 78 455 | 1285
Other | ;
+ Due more than 12 months after the end of the financial year | 79
I !
| Tangible assets 80 |
: Deposits not subject to time restriction on withdrawal, with approved credit 81 | 343
Cash at bank and | Mstitutions and approved financial institutions and Jocai authorities i
in hand ;
Cash in hand 82: ;
i
Other assets (particulars to be specified by way of supplementary note) 83 :
: Accrued interest and rent 84 1859 1 1098
' Prepayments and | - 3
. accrued income : Deferred acquisition costs 85 :
: | Other prepayments and accrued income 86
Deductions (under regulations 57(2)(b) and 57(2) of the Insurance Companies Regulations 87
1994) from the aggregate value of assets
Total sheet 3 (71 to 86 less 87) 88 2780 | 2574
Grand total of admissible assets (39+69+88) 89 793176 | 796515
i
Reconciliation to asset values determined in accordance with the
sharehokder accounts rules
Total admissible assets (as per line 89 above) 91 793176 796515
Total assels in excess of the admissibility limits of Schedule 12 of the Insurance Companies - !‘ 155
Regulations 1994, {as valued in accordance with those Regulations before applying admissibilty limits) 92 |
Solvency margin deduction for insurance dependants 93
i
|
Other differences in the valuation of assets (other than for assets not valued above) 94 i
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 95) 99 793176 796670
| Amounts included in line 89 attributable to debts due from related companies, other than those under
i contracts of insurance or reinsurance 100 214 1285




Returns under Insurance Companies Legislation Form 14

Long term business liabilities and margins
Name of company Royal Heritage Life Assurance Limited
Global business

Financial year ended 31st December 1996

Compan
ﬁ:&e{ﬂrﬂon Period ended .
GLUKICM —gor—onth year Units
R14 | 1016269 | GL 31| 12 | 1996 | £000
Asattheendof | Asattheendof !  Source
this financial the previous p=
year year E
1 2 S 2 2
1) i Q
Mathematical reserves, after distribution of surplus 11 772447 782177 See nstruction 1
! Ordinary _ :
i Long Term Balance of long term business funds 12 3193 2084 | Seelnstucion2 |
- Business . :
(all funds} Ordinary long term business funds (11+12) 13 775640 785161 40 . 59
_ " Valuation deficiencies 14 ; w See instruction 3
! I Mathematical reserves, after distribution of surplus 15 See Instruction 1 |
i industrial | Balance of long term business funds 16 ' See Instruction 2 !
Assurance : ; !
T ! - ]
Business i Industrial long term business funds (15+16) 17 ? 40 . 59
N 1
Valuation deficiencies 18 i See Instruction 3
Deposits received from reinsurers 21 '
i [ Direct business 31 1993 | 1870
Ansing outof  :
Insurance ! Reinsurance accepted 32
: operations
i Reinsurance ceded 33 265 194
|
Creditors Pebenture Secured 34
: and other i foans :
| liabiles Unsecured 38 i
Amounts owed to credit institutions 41 ;
. Taxation 42 6350 ! 33086
Accruals and deferred income 44
Other creditors 47 8928 5984
Provision for adverse changes (calculated in
accordance with requlation 61 of the Insurance 49
Companies Regulations 1994) !
1
Excess of the value of admissible assets répresentng the long term N ;
business funds over the amounts of those funds 9 51 See Instruction 4 ¢
| Total (13+14+17 to 51) 59 793176 796515 l
Amounts included in line 59 atiributable to liabilities to related companies,
other than those under contracts of insurance or reinsurance P 61 4906 2210 I
- — ' ETGasT ;
i o;n:gggrr;;slmgle%dggr:gﬁlge 59 altnbutable to liabilities in respect of 62 747160 756985 F

10




Returns under Insurance Companies |egislation Form 15
Liabilities (other than long term business)
Name of company Royal Heritage Life Assurance Limited
Global business
Financial year ended 31st December 1996
Company
registration Period ended ’
number GUUKICM 4 month ~ year Units
RIS | 1016268 © GL | 31 | 12 | 1996 | £000

i : i

As atthe end of | As at

the end of :

P { this financial the previous |
i ; year ; year
i ! 1 [ 2
| = |
Provision for unearned premiums 11 ‘ !
t | 0
1  Claims outstanding 12° '
isi i i 13 -
Technical Provision for unexpired risks
l ?gr?c\’r;ssrons L o N | Credit business 14 ‘
i amount) ! Equalisation provisions : 1
Other than credit business | 15 | 1
| Other 16 L
i : l
Total (11 to 16) 19
Provisions for| Taxation 21 670 268
other risks :
and charges | quo0 22 ‘
Deposits received from reinsurers kY|
| Direct business 41 |
| |
i Ariging out of insurance aperations Reinsurance accepted 42 i i
| Reinsurance ceded 43 \ 1
: Secured 44 :
P ' Debenture loans ; :
| Creditors Unsecured 45 | !
l | Amounts owed to credit institutions 46 | j
H ' - :
= . Taxation a7
| Other creditors Recommended dividend 48 5500 2500
1
, ; Other 49
| i
Accruals and deferred income 51
Total (19 to 51) 59 | 6170 | 2768
' i
Provision for adverse changes (calculated in accordance with regulation 61 of the 64 :
i Insurance Companies Regulations 1994} !
Cumulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69 8170 2768
Amounts included in line 69 attributable to liabilities to related companies, other than ' !
those under contracts of insurance or reinsurance m !‘

1




Returns under Insurance Companies Legislation Form 16

Profit and loss account (non-technical account)
Name of company Royal Heritage Life Assurance Limited

Global business

Financial year ended 31st December 1996
Company
registration Period ended
Rumber GLUKICM day month  year Units
R16 1016269 i GL 31 12 ; 1996 | £000
; i :
This financial Previous | Source |
year year . e
|
E | | 3
2 £ )
! g1£]3
Transfer (to)/from the From Form 20 1 20 . 59
| general business technical
; account i - - ;
Equalisation provisions | 12 _
Transfer from the long term business revenue account 13 ¢ 8631 12604 | 40 . 26
income 14 1393 ; 812
. Value re-adiustments on
: Investment income | investments 15 ;
! '
i Gains on the realisation of
investments 16
Investment management charges, 1
including interest 7
Investment :
Value re-adjustments on
charges investments 18 |
Loss on the realisation of
| investments 19 .
! !
i Allocated investment retum transferred to the general '
! business technical account 20 20 . 51
"Other income and charges {particulars to be specified 21 |
by way of supplementary note) ;
Profit or loss on ordinary activities before tax !
(11+12+13+14+15+16-17-18-19-20+21) 29 10024 13416
Tax on profit or loss on ordinary activities 31 459 ! 268
i Profit or loss on ordinary activities after tax (29-31) 39 9565 13148
Extraordinary profit or loss (particuiars to be specified a1
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 9565 13148
Dividends (paid and proposed) 51 5500 2500
= Profit or loss retained for the financial year (49-51) 59 4085 10648 !
1 i

12




Returns under Insurance Companies Legislation Form 40
Long term business : Revenue account
Name of company Royal Heritage Life Assurance Limited
Global business
Ordinary business
Financial year ended 31st December 1996
Name and number of fund Ordinary Long Term 1
Company No of No of
registration Period ended fund/ part of
number GLUKICM §ay month  year Units OBMB  Summary Fund
R40 ! 1016269 ‘ GL | 31| 12| 1908 | go00 0B | 1 o
' ' The financial Previc;us year |
| year ‘1 !
Items to be shown net of reinsurance ceded 5 . ! ) '
- Eamed premiums 11 36946 40528
| Investment income receivable before deduction of tax 12 34263 1 34189
V |
Increase (decrease) in the value of non-linked assets brought into account 13, (495) 3353
Increase (decrease) in the value of linked assets 14 36716 70706
Other income 15
Total income (11 to 15) 19 107430 148776
, Claims incurred 21 95705 86751
Expenses payable 22 9552 9394
| Interest payable before deduction of tax 23
' Taxation 24 1808 3488
Cther expenditure 25 1255 i
Transfer to (from) non technical account 26 8631 ‘! 12604
Total expenditure (21 to 26) 29 116851 112237
Increase {decrease) in fund in financial year (19-29) 39 (9521) 36539
Fund brought forward 49 785161 | 748622
|
Fund carried forward (39+49) 59 775640 | 785161
j

13



Returns under Insurance Companies Legislation Form 41

Long term business : Analysis of premiums and expenses

Name of company Royal Heritage Life Assurance Limited
Global business

Ordinary business

Financial year ended 31st December 1996

Name and number of fund  Ordinary Long Term 1

Company No of No of
registration Period ended fund/ part of
number GLUK/CM day month  year Units OBflE  Summary Fund
R41 1016269 GL 31 f 12 : 1996 £000 OB 1 i 0
i Gross | Payabletoor | Net of
. . recoverable from .  reinsurance
_ rteinsurers (1-2)
1 2 : 3
Life assurance and | Single premium 11 E 11438 11438
general annuity ‘ i
coniracts Regular premium 12 17118 | 3208 13820
' Pension business | Single premium 13 4322 | 4322
contracts
Regular premium 14 7371 17 7354
pemaggm heatth | Single premium 15
contra
E?erpn?gms in Regular premium 16 19 7 12
the financial - :
year Single premium 17
Other contracts 3
Regular premium 18 |
i Single premium 19 | 15760 | 15760
Total premiurns : d
Regular premium 29 24508 | 3322 21186
Total premiums at | UK contracts 31 40251 3317 36934
lines 19 and 29 :
attributatle to Overseas contracts 32 17 5 | 12
Commission payable in connection with ! |
acquisition of business 41 i 297 i 597
Other commission payable 42 455 263 192
Management expenses in connection with
Expenses | cquisition of business 43 ; 2277 2277
payable in - — ‘
: gement expenses in connection with
;heealfinanmal maintenance of business 44 3271 3271
Other management expenses 45 3215 3215
Total expenses (41 to 45) 49 9815 | 263 9552
Total expenses at | UK contracts 51 9815 283 9552
line 49 attributable
to Overseas contracts 52

14




Returns under Insurance Companies Legislation Form 42

Long term business : Analysis of claims

Name of company Royal Heritage Life Assurance Limited
Global business

Ordinary business

Financial year ended 31st December 1996

Name and number of fund Ordinary Long Term 1

Company No of No of
registration Period ended . fund/ part of
number GUUKICM — oy wonth year Units OBAB  Summary Fund

R&2 | 1016269 | GL |31 | 12 | 1996 | g000 | OB | 1 | 0O
| i ! | ; ! ! i
: Gross t Recoverable | Net of
: . fromreinsurers . reinsurance
~ Claims incurred in the financiat year ‘ {1-2)
1 ‘ 2
+ On death 11, 9176 . 2767 | 6409
By way of lump sums on maturity 12 1 165 155
Lt By way of annuity payments 13 79 | : 79
ife | i
assurance | By way of payments arising from other i 5
and annuity | insured events 14 |
contracts f
On surrender or partial surrender 15 ¢ 69413 549 68864
" - i
Total e assurgyoe and annuly 19 | 78823 | 3316 75507
| | On death 21! 903 , 903
| ' By way of lump sums on vesting 22 | 4523 4523
Pension %
business By way of vested annuity payments 23 739 418 321
| contracts i _
’ On surrender or partial surrender 24 14448 14448
Total pension business claims (21 to 24) 29 20613 418 | 20195
By way of lump sums 3
Eermanent
ealth iodi 3 3
coatracts By way of periodical payments 32
Total permanent health claims (31+32) 39 o3 3
‘ By way of lump sums 41
gg?r;cts By way of periodical payments 42 |
Total claims (41+42) 49 |
! i
Total claims (19+29+39+48) 59 98439 3734 95705
Total claims at line i UK contracts 61 98439 3734 95705
59 attributable o ,
Overseas contracts 62

15




el
806Ez - T | soeez seeor | 695/2 - a39DVYNYI NOISNId
U.mhm S T T o 181¢ T T anm ALH3d0dd NOISNAd
gotbbl  |ves | ~ mse | eso0st L1gse Z851L . aNNA HIMOYD J1dILINW
Imﬁ.uwm\ I R - |moom mmvw.f vv._... i it NOLLNEIMLSIA SWOONI NOLLAO
less , T sz | loss SAINVAINOD ONIOYIWS NOILJO
!MMR..N o E. I wnm o ..m\.oww | - o.ho.mw Du@@Z(E ._<ZO~._H¢zmm_._.z_ NOLLZO
mmmmwllu - 1eg | wmmw oohw\. - oolm.mm ZO_..:.._m_m_.rw_n_ JNOONI NOILHO
fvfmwwu-,.-. R o S ¥iv9 .. o v\.vml . AINCW NOILJO
..mvwm - N mvwm... m.vmw ..... - - 11SOdA0 NOILdO
pessz I T eeesz 5v08Z | 682 T GIOVNYIN NOILAO
lmﬂo._.w ‘ , a 16124154 ‘ Mvuo_.w ) ) QT3IA HOIH NOILLO
“ogosl lwwe [T 3 8vY0Z T ewwoz o ALINDI NOILJO
wmo\. I - - ) emmon h mw.ﬁ o .‘ >H.w_wn_0m& zm.v_._.n_o
8 A 9 g 14 € [4 }
Auedwoo ay)
{£-9-G¥) SUBO| paINassUN %N%wm“._m_w_m ﬂw (£+2) h_mwhw_m_uw m_ﬂdm__ sjosse
Bnjenjasse JoN | seligey Joul0 PUZ PaINOSG | X} IO} UOISINOL] |  SIOSSEBBJoL | i Judlujsanul piay Agoang . pun} Jo swep
l b g0 0003 a66l 4" Le 19 6929101 e
houmu bmzﬁﬂ_sm. ango S T uB_am m,_w_ﬂwﬂmm%u; oNINMS N «Mmm.____m_ﬁ I Spung pa)uyy Jeussjul Jo AlglUIng  pun Jo JaGquInu pue awey
JOON j0 oN ueduogn 966 Joquiadeq isie papua seai |eioueu4
ssauIsng Aeuipio
ssauIsnq |BQO|D)
PayiwiIT aourinssy a)lq sbejual jeAoy Auedwoo Jo awep
Spunj pexull |euaajul 10j 39ays SoURJeq PESHBIILING @ SSAUISNY WiG) BuoT
¢ wio. uone|s|Ba saluedwon aouBINSU| JapUN SUINjey

| R

16



612916 | 6622 __ 55 H 668¢ 1 Z85Ev6 y81681 gvErSL 1oL
| # |
: ; . J— -
|
mmBm 2 6.82 £69e5 mmmmm n__._ n_m_v_z_._ ._.m:mp .:z:
monmm ﬂ 80.€S mowmm zo_mzwm omv_z_l_ Hmsmk tz:
mm E. | 69 H 1924 mem woz:w zo_wzmm m_>_.50mxm_
e P 4.. - - P - - L e e .- - P e - T - . e m———-
GoshY _ g€ GGS # GG16Y 06 EN«& woz:n_ om@<z<§ n_._mm
DA n _ ﬁ . , ‘ .
LELLS (84 , 0L 22289 #9391 8GG95 anNnd mGZOm m_mxomm
£106L1 [A Ly | evivsl 9EBeGS vomwmr oz:u_ wQZOm ._d.ZOmm_mm
g62Lt dr 86¢CL1 wmmt >mzo_2 zo_mzmn_
ommr 1 ’ ogeLl 0seLl Pwmmmhz_ omx_n_ zo_wzmm
\.\,E.m | 996 m_‘ t.o €119 >t30m zo_wzwn_
m@v_‘ L ' mmi 3 19v1LL g .:mOn_m_o zo_wzmn_
| | , _ |
!
i 8 L 9 | g 14 € [4 }
i
|
fuedwood ay}
_ suef jepded 1O spuny payul
I {/-9-G-¥%) ﬁ sueo| pasnoasun pasiieaiun uo (£+2) [euseul SO0 5)9sse
anjerjesse 19N | Sellgel PUYIO pue paindag Xel] 1o} uoIsSiacid gjosse jeloL u juauseaul | pley Ancena | - puniso suieN o
w ¥ ! !
[ A ¢ M 40 H 0003 - _, 966k | TV _ 1€ i 19 _ 692910} ’ £ty
_ nd pajul jeusanti Jo pUIWN LNJ O 19quUiNU pue alse
g Aewwns  gugo SN ook wpuow Aep  ounme oquiny | Spun paxul jeusRul ) v g punjjosequnup N
jo ped jpury popua pousd uonensibol
o oN jooN fuedwon ag6) JaquadeQ ¥ISLE papus Jeak jeroueuid

ssaulsng AlRUIPIO
ssouIsndg 120019
pajwi] BOURINSSY ayn obejudH [ehoy Auedwod 10 aueN

spunj pa)ul| [eusajui 104 joays aoue|ec pasuBWLNgG : ssausng uuaj Buo

uonelsibe] seiuedwo) aouBINSU| JApun suinay

¢ wiiog




Returns under Insurance Companies Legislation Form 44
Long term business : Aggregate revenue account for internal linked funds
Name of company Royal Heritage Life Assurance Limited
Global business
Ordinary business
Financial year ended 31st December 1996
Name and number of fung Summary of internal Linked Funds 1
c No of
re%,ir.:.!t)raalzmn Period ended fT.?-.gff paortoof
Mumber GLUK/CT day “month year Units oene Summary Fund
R44 1016269 GL 31 12 1996 £000 oB 1 1
. Value of total creation of units 11 30798
—_— N -u——______i_h
" Investment income attributabie to the funds before deduction of tax 12 29988
. Increase (decrease) in the value of investments in the financial year 13 . 36235
—L*‘:*___“—*_____*“_
Other income : 14 .

- Total income (1110 14) 19 87021
\- u _—_‘_——‘, R —— - = = = =
Value of tota| canceliation of unitg 21 94329
——— —— _._.—_______.__.__. ——— ____L*__—v—-._*_‘ﬁ—*_—_——__““—‘——_‘v_
Charges for management 22 6583

. . !
. Charges in respect of tax on mvestment income 23 - 4739
: - |
" Taxation on realised capital gains 24 3508
v —————— T ——————
" increase {decrease) in amount set aside for tax on capital gains not yet realised 25 : (5216)
! !
- Other expendityre 26 1868
- Total expenditure (21 t0 26) 29 105812
. . :
increase (decrease) in funds in financial year (19-29) . 39 ¢ (8791)
— ‘—ﬁ——_____&‘__
Internal linked funds brought forward 49 735886
ﬁ———__—-i\_ __“_*—~—~—_ﬁ‘___L-‘_-1—_,
Internal linked funds carried forwarg (39+49) 59 727095
;-—ﬁ__*ﬂ

—‘“_______H_L—u—%‘_ﬁ_q_‘_ﬁ_
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Form 45
ntary informatiop, forinternaj linked funds

Giobkal business
Ordinary business

Financiaf Year endeg

31st December 1996
Name ang number of fiyng Summary of Interng) Linked Funds 1
Compan No of No of
registration Period endag fund part of
fumber GLUK/Cm By Mot —year Units oBME Fund
R4S / 1016269 | o [ 31 / 12 | 9% | soo0 Lo i 4 |
f | | : |
Amount of | Percantage ; Percentage i Liquidity i Valuation |
I faxable | Provision for i Provision for | Percentage ; Price per unit
f Unrealiseq | axon ;U on | ;
Name of fund + Capital gain i Unrealiseq €alised
or loss | capital gains  capjta; gains ‘
| 1 ; 2 3 ) 4 5 6
|‘ ; : j i !
OPTION PROPERTY | (1655) | ] 24.00 | 13.04
A series r; /' | | 000\ 510
O series ] | I | 0.00 [ 5 ames
OPTION EQuiTY / 2622 | 18.08 24.00 /
A series | I
O serieg '

OPTION DEPOSIT

OPTION HIGH YigLp

A series
O serjes

OPTION MANAGED

OPTION DEPOSIT

OPTION MONEY




Retumns undet Insurance Companies Legislation

Long term business * supplementary information for internal finked funds
Name of company Royal Heritage Life Assurance Limited
Global business
Ordinary business
Financial year ended 31st December 1996
Name and number offund Summary of internal Linked Funds 1
Company No of No of
registration period ended fund part of
number GUIUKICM ___—————-““"'"”dav —onth _year Units oBNE Fund
‘—Tus | rotee Lo E |2 [ 1996 | 2000 | oe 1 ]
| i
X \ Amount of Percentage Percentage Ligquidity Valuation \
: 1axable provision for provis':on for percentag® price per unit
| unrealised tax on taxon ! \
Name of fund ) capital gain . unrealised realised . ;
or loss capital gains capital gains '
_ 1 2 3 4 : 5 ] 6
! '\ i
0.00 | 2.4699

L series

OPTION INTERNATlONAL MANAGED

O series \ ;;
L series 1\ \ \ 0.00 1
OPTION EMERGING COMPANIES \ (30)‘1 \ 2400 0.00 ‘\
A series \i ‘\ ' ;l 0.00 |
O series \ \ 0.00 \
OPTION INCOME DISTRIBUTION | | \ 24.00 | 261 l
A series .1 \ \ 0.00 :
i\ \1 0.00
VULTIPLE GROWTH FUND ,} 16399 21.78 i\ 2400 1.24
\ \ 0.00
O series \ \L\ \ 0.00 \
B series \l \ 0.00 \
SENSION PROPERTY \ | \1 0.00 |
A series ': I l'

B series

D series

A series

57373

6.0882

2.5121
2.6658

9.0990
9.0990
9.0990

11.4956




Returns under Insurance Companies Legislation Form 45

Long term business : Supplementary information for internal linked funds
Name of company Royal Heritage Life Assurance Limited
Global business

Ordinary business

Financial year ended 31st December 1996

Name and number of fund  Summary of Internal Linked Funds 1

Company No of No of
Mimber | GUUKCM gy g nes o B
R4S | 1016269 6L | 31 12 1996 ‘ 000 | OB 1 1 | 1
T : Amount of ‘ j Penicentage Percentage : I Liquidiﬂ i Véluation
taxable | provision for | provision for : percentage | price per unit
unrealised ! taxon | taxon i i
Name of fund . capital gain unrealised realised
or loss capital gains  capital gains
1 2 | 3 4 f 5 , 6

B series | | 0.00 20,2995
D series | | l 0.00 2.7348
PENSION DEPOSIT | 0.00
A series 0.00 10.0495
B series : , 0.00 9.5364
D series . 0.00 2.9792
PENSION EQUITY ; (16.76)
A series | 0.00 | 452035
B series . 0.00 | 42,8956
D series | j | 0.00 3.0538
PENSION FIXED INTEREST 88.03
A series i 0.00 14,2382
B series I 0.00 13.5122
D series i C.00 3.5295
PENSION MONEY | 95.07
A series : 0.00 1.3215
B series 0.00 12540
D series 0.00 | 1.3888
PERSONAL BOND FUNDS 15122 27.23 2425 14.88
BROKER BOND FUNDS 3500 29.83 ; 24.00 20.37
SELF MANAGED FUNDS 23.16
EXECUTIVE PENSION PLANS 334
UNIT TRUST LINKED PENSION 0.00
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Retums under insurance Companies Legislation Form 45

Long term business : Supplementary information for internal linked funds

Name of company Royal Heritage Life Assurance Limited

Global business
Ordinary business
Financial year ended 31st December 1996

Name and number of fund Summary of Internal Linked Funds 1

Company No of No of
registration Period ended fund part of
number GUUKICM ~gay month ~year Units oBNB Fund
R4S | 1016269 | GL | 31| 12 | 1996 | £000 ‘[ oB | 1 1
: i | |
i  Amount of Percentage | Percentage Liquidity | Valuation
| i taxable provision for | provision for | percentage | price per unit
: ! unrealised | taxon tax on i
Name of fund ; capitalgain | unrealised . realised |
‘ or loss capital gains ~ capital gains
1 , 2 3 s 5 : 6
! i *
UNIT TRUST LINKED LIFE 11031 | 26.10 | 24.00 211

22




SCHEDULE 4
ROYAL HERITAGE LIFE ASSURANCE LIMITED

VALUATION REPORT on the ordinary long-term business of Royal Heritage Life Assurance

Limited.
1. The valuation relates to 31st December 1996.
2. The latest previous valuation, under Section 18 of the Insurance Companies Act
1982, related tc 31st December 1995.
3. The valuation conforms with Regulation 64 of the Insurance Companies Regulations.
4, {1} {(a) Not applicable as there are no accumulating with-profits policies.
(b} Not applicable as there are no policies faliing within the this category.
(c} Seniorplan Whoie Lif ran {also written as Freedomplan, Over 50s Plan

and Funeraiplan) (now discontinued)

These are whole life non-profit assurances written without medical evidence or
underwriting, and are available to lives aged 50 to BO attained at entry. Except in the
case of death from accidental causes the sum assured in the first two years is
restricted to the return of premiums paid with interest. For certain policies the benefit
payable in the case of death from accidental causes is twice the sum assured or sum
assured plus £500 or £1,000. For certain policies written on lives aged under 56
attained at entry the restriction on the sum assured is applicable for three years.
Surrender and paid-up values are available after three years premiums have been paid
but are not guaranteed.

Immedi Annuiti

There are annuities payable regularly for a selected term or until the annuitant's death
if sooner, They can be written on a single life, joint life first death or joint life last
survivor basis. The annuity can be guaranteed for a certain period, can escalate at a
constant rate per annum, and can be with or without proportion or overlap. They can
be written as pensions business or as general annuity business.

Deferred Annuities
These are deferred versions of the above immediate annuities.
School Fees Annuities {now discontinued}

These are single premium non-profit deferred capital protected temporary annuities on
the lives of children.

Group Annuities

This is a pensions annuity contract for the Royal British Legion under which the
annuity is payable monthly for life and escalates at 5% compound each

1st April. The annuity may be on a single fife or be two thirds reversionary on a joint
life basis.
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Pension Plans (Guaranteed Basis) {(now discontinued)

Refer to 5(1) Directors Plans (Series I) and Personal Retirement Plans (Series IlI).
These provide for a guaranteed sum at a future fixed date.

Hospital Cash Plans (now discontinued)

These are five year renewable regular premium non-profit policies providing a regutar
income on the hospitalisation of the live or lives assured. They are written without
medical evidence or underwriting. There are no surrender or paid-up values.

Seniorcare Plans {now discontinued}

These are similar to Hospital Cash Plans, except that they were available to single
lives aged 50 to 74 attained at entry oniy.

A Man men T Term Assuran

The non-linked term assurance benefit available in conjunction the Asset
Management Contract is detailed within the section on linked contracts.

Directors Plan Term Assurance

The non-linked term assurance benefit available in conjunction the Directors Plan
contract is detailed within the section on linked contracts.

P 1 Retirement Plan Series 11l Term Assuran

The non-linked term assurance benefit available in conjunction the Personal
Retirement Plan Series Il contract is detailed within the section on linked
contracts.

Miscelianeous Products

For the products listed below, the information required under sub-paragraph 4-(1) has
not been provided because:

(a) no contracts were effected by the company during the report period; and
(b} the products have been included under the miscellaneous headings specified
within Forms 51.

Guaranteed Growth Bond

Level Temporary Assurance
Convertible Temporary Assurance
Family Income Benefit

Living Assurance Plans

Seniorsaver Endowment Assurance
Whole Life Assurance

Isle of Man Substitute Plans (Series V)
Group Life Assurance

Misceilaneous Reassurance Accepted
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5 {1) LINKED CONTRACTS

(1) Description of products.

Multiple Gr h Bond

(a) This contract is Multiple Growth Bond.

(b} Type of contract:
» United Kingdom business
e jife assurance and general annuity business
s direct written business
s with profit policy
» whole life assurance
» property-linked

{c) Single premiums are payable.

{d) {i} Benefits

The benefit on death of the life is equal to the value of units allocated increased
by a factor in the first ten years, The factor is dependent upon the age attained
at death and is shown in the table below:

Age attained at death Factor
Up to 35 1.5

36 - 40 1.36

41 -45 1.20

46 - 50 1.12

51 -55 1.07

56 - 60 1.04

61 -65 1.02

66 - 75 1.01

76 or more 1.00

An age adjustment of -4 years is applied to determine the relevant factor for
female lives.

(ii) Eligibili ici in_profi
The contract is eligibie to participate in profits.
{iit)y Guaran nd material ions not referr ve
{aa} Withdrawals of any amount up to the surrender value may be taken.

(bb) Interest free loans of up to the surrender value are available.

(e) Investment returns under this contract are not guaranteed.
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if) The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i} Allocation Rates: 87.5% of the premium is allocated to purchase units in
the Multiple Growth Fund,

(i) Management Charge: A management charge is deducted periodically from
the fund at a rate of 1% p.a..

(i} investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

{g} Restrictions on increases in charges:

(i}~ Allocation Rates: These rates are fixed, and cannot be changed by the
company.

{ii) Management Charge: The rate of management charge may be varied but
with a maximum of 1%.

(iii} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

{h} The surrender value is the unit value less a deduction of 0.5% per complete or
partial year before the fifth policy anniversary.
On certain versions of the bond the surrender value is guaranteed to be at least

equal to the original premium paid.

{i) Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

{k) The contract is closed for new business and has been throughout the year up to
the date of valuation.

{n No increases in the charges have been made in the year to the valuation date.

Multiple Growth Plans {Selected Term: Series | and il}

{a) This contract is Multiple Growth Plan.
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(b) Type of contract:
» United Kingdom business
» life assurance and general annuity business
« direct written business
e with profit policy
+ endowment insurance
s property-linked

{c) Premiums are payable monthly or annually.
(d) {i} Benefits

The benefit on death during the term is the sum of the total premiums payable
and the excess, if any, of the unit value over premiums paid.

A bonus of a variable percentage of unit holdings is payable on 31 December
each year.

The benefit on maturity is the unit value of the policy.
(i) Eligibility to participate in profits

The contract is eligible to participate in profits.

(il Guarantees and material options not referred to above
{aa) Interest free loans are available up to the surrender value of the policy for
Series | of the policy only. A service charge of £5 will apply for each
ioan.
{bb} For the first two years, the policy has no paid-up value; thereafter the

paid-up value is the unit value.

{e) Investment returns under this contract are not guaranteed.

(f} The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i Allocation Rates: The premium is allocated to purchase accumulation
units in the Multiple Growth Fund. In the first year
50% of the premium is invested; thereafter the
percentage is as follows:

Age next birthday at Term Percentage (%!}
issue.
Up to 30 Up to 25 years 96
Up to 30 26 or more years 24
31-40 All 94
41 - 45 All 92
46 - 49 All 20
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LAl

{g)

(h)

(i}

(0

(k)

i

An age adjustment of -4 years is applied to determine the
relevant factor for female lives.

(i) Management Charge: A management charge is deducted periodically from
the fund at a rate of 1% p.a..

(i} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i) Allocation Rates: These rates are fixed, and cannot be changed by the
company,

(il Management Charge: The rate of management charge may be varied but
with a maximum of 1%.

(i} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition given
above.

The surrender value is the unit value less a deduction of {annualised premium} /

t, if tis less than 15, where t is the number of complete years of premiums paid.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed for new business and has been throughout the year up to
the date of valuation.

No increases in the charges have been made in the year to the valuation date.

Muitiple Growth Plans {Extendible Term)

(a)

(b}

(c)

This contract is Multiple Growth Plan.

Type of contract:
¢ United Kingdom business
¢ life assurance and general annuity business
» direct written business
* with profit policy
* whole life assurance
* property-linked

Premiums are payable monthly or annually.
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{(d) (i} Benefits

The death benefit within the first fifteen years is the sum of the 15 annual
premiums and the excess, if any, of the unit value over premiums paid. After
fifteen years the death benefit is the unit value.

A bonus of a variable percentage of unit holdings is payable on 31 December
each year.

(i) Eligibili ici in profi
The contract is eligible to participate in profits.
(i) Guarantees and material options not referred to above
{aa) interest free loans are available up to the surrender value of the policy for

Series | of the policy only. A service charge of £5 will apply for each
loan.

{bb) For the first two years, the policy has no paid-up value; thereafter the
paid-up value is the unit value.

{ce) On the tenth anniversary, the policyholder may choose to continue
paying premiums or to withdraw cash as a regular tax-free income
{subject to a £5 nominal annual premium).

(e} Investment returns under this contract are not guaranteed.

(f) The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i} Allocation Rates: The premium is allocated to purchase accumulation
units in the Muitiple Growth Fund. In the first year
50% of the premium is invested. The percentage for
premiums invested in years 2 - 15 are as follows:

Age next birthday at  Percentage (%]

issue.
Up to 30 96
31-40 94
41 - 45 92
46 - 50 20
51 -55 86

An age adjustment of -4 years is applied to determine the
relevant factor for female lives.

After 15 years, 98% of premiums are invested.

(it Management Charge: A management charge is deducted periodicaily
from the fund at a rate of 1% p.a..
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{iii} Investment Expenses: All direct costs of Investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

(g} Restrictions on increases in charges:

(i) Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(il Management Charge: The rate of management charge may be varied but
with a maximum of 1%.

(iii} Investment Expenses: These may be varied without upper iimit provided

such expenses are consistent with the definition given
above,

{h) The surrender value is the paid-up value less a deduction of (annualised
premium) / t, if t is less than 10, where t is the number of complete vears of
premiums paid.

(i} Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.
{j) All features material to the method and basis of valuation have been disclosed.

(k) The contract is closed for new business and has been throughout the year up to
the date of valuation.

{1 No increases in the charges have been made in the year to the valuation date.

Eair Share Whole Life Plans (Single Life: Series 1)

(a} This contract is Fair Share Whole Life {Single Life: Series ).

{b) Type of contract;
¢ United Kingdom business
» life assurance and general annuity business
s direct written business
» with profit policy
* whole life assurance
* property-linked

{c) Premiums are payable monthly or annually,

Premiums cease at the policy anniversary on or prior to the 95th birthday of the
life assured.
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(d)

(e}

(f)

{i)

(i}

{iii)

Begnefits

For a period, known as the guarantee period, which is equal to one fifth (part
years are rounded to the next higher year) of the premium paying term of the
policy the sum payable on death is guaranteed.

The benefit on death outside the guarantee period, but prior to the 95th birthday
of the life assured, woulid be the value of units allocated. However, if the unit
value is lower than would have been achieved if the unit price had increased at
the assumed rate throughout, then the sum payable on death after the guarantee
period is reduced (by formuia); conversely if the actual performance is better
than expected then the sum payable on death after the guarantee period is
increased {by formula}.

The benefit on death, aged 95 or more, is the value of units allocated.

A bonus of a variable percentage of unit holdings is payable on 31 December
each vear.

Eligibili ici in_profi
The contract is eligible to participate in profits.
Guaran nd material ions not referr v

{aa) interest free loans are available up to the surrender value of the policy. A
service charge of £5 will apply for each loan. This option is not available
on later versions of the policy.

(bb) The paid-up value of the policy is the unit value.

{cc) On the fifth or the tenth policy anniversary or the life's 18th, 21st or
25th birthday, the policyholder may effect a further policy without
medical evidence, subject to limits on the sum assured.

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i) Policy charge: There is a policy charge of £0.20 on each monthly
premium and a charge of £2.40 on each annual premium.
For later versions of the policy, these charges were £0.50
and £6.00 for monthly and annual premiums respectively.

(it Allocation Rates: The premium is allocated to purchase accumulation units
in thé Multiple Growth Fund. After the expiry of the non-
investment period, which varies with the age at entry of
the life assured, 95% of each premium, after deduction
of a risk premium and a policy charge, is invested.

(i} Management Charge A management charge is deducted periodically from
the fund at a rate of 1% p.a.
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{g)

(h)

(i)

()

(k)

()

(iv) Mortality Charge: A monthly deduction is made from the unit holdings.

(v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

{iy Policy charge: These rates are fixed, and cannot be changed by the
company.

{ii) Allocation Rates: These rates are fixed, and cannot be changed by the
company.

{iiil Management Charge: The rate of management charge may be varied but
with a maximum of 1%,

(iv} Mortality Charge: The level of monthly deduction can be varied at the
company's discretion,

{v} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition given
above,

The surrender value is equal to the unit value.

Benefits are determined by reference to the vaiue of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index,

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

The contract is closed for new business and has been throughout the year up to
the date of valuation,

No increases in the charges have been made in the year to the valuation date.

Fair Share Whole Life Plans {Single Life: Series m

{a)

This contract is Fair Share Whole Life (Single Life: Series II),
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(b} Type of contract:
¢ United Kingdom business
e life assurance and general annuity business
e direct written business
+ non-profit policy
+ whole life assurance
¢ property-linked

{c) As for Fair Share Whole Life (Single Life: Series I).

{d} (i) Benefits

As for Fair Share Whole Life {Single Life: Series 1) except that there is no bonus
payable each year.

(i) Eligibili ici in profi

The contract is not eligible to participate in profits.

(il Guarantees and material options not referred to above
{aa) The paid-up value of the policy is the unit value.
{bb} On certain events the policyhotder may effect a further policy without

medical evidence, subject to limits on the sum assured. Possible events
include the third, fifth or tenth policy anniversary or on marriage or birth
of a child of the life assured. The option may only be exercised once.

(e Investment returns under this contract are not guaranteed.

{f) The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
charges as for Fair Share Whole Life (Single Life: Series I) except:

(i Policy charge: There is a policy charge of £0.60 on each monthly
premium and a charge of £7.20 on each annual premium.

{q} Restrictions on increases in charges:

As for Fair Share Whole Life {Single Life: Series ).

{h) As for Fair Share Whole Life {Single Life: Series 1.

(i) As for Fair Share Whole Life (Singie Life: Series 1}.

{j) As for Fair Share Whole Life (Single Life: Series 1),

{k} As for Fair Share Whole Life {Single Life: Series ).
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(n As for Fair Share Whole Life (Single Life: Series I).

Eair Share Whole Life Plans {Joint Life: Series | and (I}

{a) ‘This contract is Fair Share Whole Life (Joint Life: Series | and 1.

These policies are as for Fair Share Whole Life (Single Life: Series | and I} except that
they are joint life last survivor and joint life first death policies respectively. All benefits
and premiums are determined by reference to the single life policy using an equivalent
male age. For certain policies the benefit payable in the case of death from accidental
causes is twice the sum assured.

Fair Share Endowment Plan ries I Il and HI
{a) This contract is Fair Share Endowment (Series !, Il and 11},

{b) Type of contract:
¢ United Kingdom business
+ life assurance and general annuity business
¢ direct written business
* with profit policy
* endowment insurance
® property-linked

ic) Premiums are payable monthiy or annually.
{(d} (i) Benefits

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

The maturity benefit is the bid value of units allocated. In addition, for Series |
plans, if the term selected is at least 20 years and the age at entry is under 50
attained, the sum assured at maturity is guaranteed to be not less than the sum
of the premiums payable under the plan increased by 1% for each vear of the
contract.

{ii) Eligibility to participate in profits

The contract is eligible to participate in profits,

(i) Guarantees and material options not referred 1o above

{aa) On certain events the policyholder may effect a further policy without
medical evidence, subject to fimits on the sum assured. Possible events
inciude the third, fifth or tenth policy anniversary or on marriage or birth
of a child of the life assured, Possible allowable events differ for each
Series.
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(bb) Interest free loans are available up to the surrender vaiue of the policy. A
service charge of £5 will apply for each loan.

{cc) The paid-up value of the policy is the unit value.
{e) Investment returns under this contract are not guaranteed.
(f) The company recovers its costs (including acquisition and renewal expenses,

commission and the costs of providing the benefits under the contract) through
the following charges:

{iy Policy Charge: Policy charges of £2.40 and £0.20 are deducted from
annual and monthly premiums respectively.

(i) Aliocation Rates: The premium is allocated to purchase accumulation units
in the Multiple Growth Fund. After the expiry of the non-
investment period, which varies with the age at entry of
the life assured, 94% of each premium, after deduction
of a risk premium and a policy charge, is invested.

(i) Management Charge A management charge is deducted periodically from
the fund at a rate of 1% p.a.

{iv) Mortality Charge: A monthly deduction is made from the unit holdings.
(v} Investment Expenses: Al direct costs of investment, such as dealing costs,

property maintenance costs and professional fees are
borne by the internal linked funds.

{g) Restrictions on increases in charges:

{i) Policy Charges: The policy charge is fixed and cannot be changed by the
company.

(i) Aliocation Rates: These rates are fixed, and cannot be changed by the
company.

(il Management Charge The rate of management charge may be varied but
with a maximum of 1%.

liv) Mortality Charge: The leve! of monthly deduction can be varied at the
company's discretion,

(vl Investment Expenses: These may be varied without upper limit provided such
expenses are consistent with the definition given

above.
{h} The surrender value of the policy will be equal to the value of the units
attaching.
(i) Benefits are determined by reference to the value of the internal linked funds.
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Benefits are not determined by reference to the value of assets or an index.

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

{k) The contract is closed for new business and has been throughout the year up to
the date of valuation.

)] No increases in the charges have been made in the year to the valuation date.

INVESTMENT BONDS

{a)  This category is Investment Bonds. It includes various similar bonds that are
described below as Linked Bonds and Single Premium Bonds.

Linked Bonds

(b} Type of contracts:
¢ United Kingdom business
» life assurance and general annuity business
* direct written business
* non-profit policy
e whole life assurance
s property-linked

{c) Single premiums are payable.
(d) (i} Benefits

On certain bonds the death benefit in the first ten years is a percentage of the
bid value of the units. This percentage varies with age at death from 150% at
ages less than 36 attained to 101% at ages 66 - 75 next birthday and 100% at
ages over 75 attained. For other bonds sold prior to 1 May 1991, the death
benefit is the value of units at the bid price. For other bonds issued on or after 1
May 1981, the death benefit is 101% if the bid value of units.

(i} Eligibility to participate in profits
The contract is not eligible to participate in profits.
(iii) ran nd material ions not referr v
{aa} Partial surrenders are availabie for certain bond versions. Arrangements

can also be established for regular partial surrenders {automatic
withdrawals) to be made.

(e} Investment returns under this contract are not guaranteed,
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()

{g)

The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i} Allocation Rates: For bonds commencing on or after 1 November 1981 a
variable percentage of the single premium is invested in
units at the offer price as follows:

Single Premium Percentage invested (%)
£200,000 + 102.5

£100,000 - £199,999 102

£50,000 - £99,999 101

£25,000 - £49,9929 100.5

£3,000 - £24,999 100

For bonds commencing prior to 1 November 1991, the
whole of the single premium is invested in units at the
offer price.

(i) Management Charge: A management charge is deducted periodically from
the fund at a rate of 0.75% p.a., 1.125% p.a. and 1%
p.a. for policies prior to 1 January 1990, between 1
January 1990 and 1 November 1991, and policies
after 1 November 1991 respectively.

Other versions of the policy have management charges
of 0.5% p.a. or 1% p.a.

{iii) Bid/Offer spread: Units in internal linked funds are allocated at the
calculated offer price. For the purpose of calculating
benefits, units are valued at the calculated bid price. The
bid price is approximately 5% lower than the offer price.

{iv) Investment Fee: In addition to the fund management charge there is a
further regular investment management fee for certain
bonds where external Investment Management services
are provided. Usually this is debited to the fund weekly
and is typically 0.75% or 1% per annum plus VAT. The
amount is as agreed with the Investment Manager.

(v) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

{i) Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(it Management Charge: The rate of management charge may be varied but
with a maximum of 1.25%.

(i) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.
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(iv} Investment Fee: The fee can be changed to reflect the fee charged by an
Investment Manager.

(v} Investment Expenses: These may be varied without upper fimit provided
such expenses are consistent with the definition

given above,
{(h) The surrender value is the bid value of units.
{i) Benefits are determined by reference to the value of the internal linked funds,

Benefits are not determined by reference to the value of assets or an index.

(j) Ali features material to the method and basis of valuation have been disclosed.

{k) The category is closed for new business and has been throughout the year up to
the date of valuation.

] No increases in the charges have been made in the year 10 the valuation date.

Single Premium Bonds

(b) Type of contract:
¢ United Kingdom business
¢ iife assurance and general annuity business
* direct written business
¢ non-profit policy
e whole life assurance
* property-linked

{c) Single premiums are payable.
(d) {i) Benefits

The benefit on death (of the single life or the second life for last survivor
policies) is 101% of the bid value of units at the date of notification, subject to
a minimum of the premium paid for joint life last survivor policies on certain
versions of the product.

(i) Eligibility to participate in profits

The contract is not eligible to participate in profits.

38



(iii) uarant and material ions not referred

(aa) Certain versions of the policy allow additional single premiums to be
paid, subject to a minimum.

{bb) Partial surrenders are available. Arrangements can also be established for
regular partial surrenders (automatic withdrawals} to be made.
Withdrawails should comprise either a fixed amount or a fixed percentage
of the bid value of the units at the date of withdrawal, subject to a

minimum.
{e) lnvestment returns under this contract are not guaranteed.
{f) The company recovers its costs (including acquisition and renewal expenses,

commission and the costs of providing the benefits under the contract) through
the following charges:

{iy Policy Charge: For policies taken out after 5 October 1992, a policy
charge of £100 is deducted from initial single premiums
and a charge of £50 is deducted from additional
premiums. Prior to 5 October 1992 there was no policy
charge.

{ii) Allocation Rates: A percentage of the single premium less any policy
charge, is used to purchase units in internal linked funds
at the offer price. Current specimen allocation
percentages are shown below:

Single Premium Percentage invested {%)
£30,000 + 102

£15,000 - £29,999 101.6

£10,000 - £14,999 101

Additional premiums below £10,000 are allocated at
100%.

In addition, for all single and additional premiums there
will be a loyalty bonus payable of 0.75% of the unit
holding on the 3rd, 4th and 5th anniversaries of the
payment of the corresponding premium.

{iii)Management Charge: A management charge of 5% of the initial unit value is
deducted from the fund. A further charge of 1.00%
per annum is deducted from the fund.

{iv) Bid/Offer spread:  Units in internal linked funds are allocated at the
calculated offer price. For the purpose of calculating
benefits, units are valued at the calculated bid price. The
bid price is approximately 5% lower than the offer price.

{v) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.
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{g)

{h)

(j}

(k)

{1}

Restrictions on increases in charges:

(i) Policy charges:  The policy charges are fixed, and cannot be changed by
the company.

(i) Allocation Rates: These rates are fixed, and cannot be changed by the
company.

{iii) Management Charge: The rate of management charge may be varied but
with a maximum of 1.25%.

(iv) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

(iv) Investment Fee: These rates are fixed and cannot be changed by the
company.

{v} Investment Expenses: These may be varied without upper iimit provided

such expenses are consistent with the definition
given above.

The surrender value is the bid value of units. In certain versions of the policy,
there is a surrender deduction of 2% of the bid value of the units in the first 2
years.

Benefits are determined by reference to the value of the internal iinked funds

Benefits are not determined by reference to the valye of assets or an index.
All features material to the method and basis of valuation have been disclosed.

The contract is open to new business and has been throughout the year up to
the date of valuation.

No increases in the charges have been made in the vear to the valuation date.

Personal Bond Fund (Version | and 1}

{(a)

{b)

This contract is Personal Bond Fund {Version i and II).

Type of contract:
* United Kingdom business
* life assurance and general annuity business
 direct written business
* non-profit policy
¢ whole life assurance
® property-linked
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{c)

(d} ()

{e)

{f)

{ii)

iii)

Single premiums are payable.

Benefits

The contract is finked to special internal funds known as Personal Bond Funds.
The bond invests in a range of investment options normally available to a life
assurance company, as chosen by the policyholder.

The benefit on death is the value of units at the bid price at the date of death,
except for bonds issued on or after 1 May 1991 where the death benefit is
101 % of the value of units at the bid price.

Eligibili ici in profi

The contract is not eligible to participate in profits.

ran nd material ions_not_referr ve

{aa) Additiona! single premiums are allowed at any time, subject to a
minimum.

{bb} Income may be withdrawn either annually, half-yearly, quarterly or
monthly, subject to minimum levels. Single withdrawals may be taken at
any time.

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the foliowing charges:

(i) Allocation Rates: For bonds issued between 1 November 1891 and 5 June

1994 inclusive {Version 1l), a variable percentage of the
single premium is invested in the units at the appropriate
offer price as follows:-~

Single Premium Percentage invested {%)
£200,000 + 102.5

£100,000 - £199,998 102

£50,000 - £99,999 101

£25,000 - £49,999 100.5

For bonds issued prior to 1 November 1991 (Version I}, a
percentage of the single premium was invested in units at
the appropriate offer price on either the standard basis of
the alternative basis as described below:
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(g)

(h)

(i)

{j)

{k}

Allocation Percentage (%)

Single Premium Standard basis Alternative Basis
£15,000 - £199,999 100 99

£200,000 - £499,999 101 1.01 x 89
£500,000 or more 102 1.02 x 99

{ii} Management Charge: Version I: A management charge of 1.25% p.a. of the
unit value is deducted from the fund (or 0.5% in the
case of Standard internal linked fund investments).
Version II: 5% of the initial unit value plus 1% p.a. is
deducted from the fund.

{iii) Bid/Offer spread: Units are allocated at the calculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. For Version I, Standard basis and for
Version I, the bid price is approximately 5% lower than
the offer price. Version | Alternative basis has no bid/offer
spread.

{iv) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i} Aflocation Rates: These rates are fixed, and cannot be changed by the
company.

(i} Management Charge: The rate of management charge may be varied
without upper limit.

(i) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

{iv} Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

For Version |, Standard basis and for Version I, the surrender value is the bid
value of units. For Version I, Alternative Basis, the surrender value is the unit
value less a percentage of the fund value. This percentage is 5% in the first year
and reduces by 1% per annum thereafter

Benefits are determined by reference to the value of the internal linked funds

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed to new business and has been throughout the year up to
the date of valuation.
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{1} No increases in the charges have been made in the year to the valuation date.

Personal Bonds (Version il

(a) This contract is Personal Bond Fund (Version 111},

{b) Type of contract:
¢ United Kingdom business
« life assurance and general annuity business
e direct written business
» non-profit policy
+ whole life assurance
e property-linked

(c) Single premiums are payable.

{d) (i} Benefits
The contract is linked to special internal funds known as Personal Bond Funds.
The bond invests in a range of investment options normally available to a life
assurance company, as chosen by the policyholder.
The benefit on death is 101% of the bid value of units at the date of notification
of death.

iy  Eligibili ici in_profi

The contract is not eligible to participate in profits.

(iii) Guarantees and material options not referred to above

{aa) Additional single premiums are allowed at any time, subject to a
minimum.

{bb} Partial surrenders are available. Arrangements can also be established for

regular partial surrenders {automatic withdrawals) to be made. Partial
surrenders of up to 5% of the initial premium are allowed each year.

(e} investment returns under this contract are not guaranteed.

() The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges: :
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(g}

(h)

(i)

i}

(k)

(iy Allocation Rates: Version Iil bonds are those issued on or after 6 June 1994
and a percentage of the single premium is invested in
units at the appropriate offer price as follows:

Single Premium Percentage invested (%)
£100,000 + 102
£50,000 - £99,999 101

(i) Management Charge: Currently 5% of the initial fund plus 1.25% per annum
is deducted from the fund. Where the initial premium
paid is £200,000 or more the annual charge reduces to
1.20% p.a.. Where the initial premium paid is
£500,000 or more the annual charge reduces to
1.15% p.a..

{iii}Bid/Offer spread; Units are allocated at the caiculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. The bid price is approximately 5%
lower than the offer price.
(iv) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i} Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(il Management Charge: The rate of management charge may be varied
without upper limit.

(iii)y Bid/Offer spread: The Bid price may not be less than 84.5% of the Offer
price.

(iv) Investment Expenses: These may be varied without upper iimit provided

such expenses are consistent with the definition
given above.

The surrender value is the bid value of the units at the date of surrender less a
deduction in the first five years. The deduction is 5% of the unit value in the
first year and reduces by 1% per annum thereafter.

Benefits are determined by reference to the value of the internal linked funds

Benefits are not determined by reference to the vaiue of assets or an index.

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

The contract is closed to new business except for increment on existing policies
and this has been throughout the year up to the date of valuation.
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{i No increases in the charges have been made in the year to the valuation date.

Capital_Accumulation Plans

{a) This contract is Capital Accumulation Plan.

(b) Type of contract:
¢ United Kingdom business
e life assurance and general annuity business
e direct written business
« non-profit policy
s whole life assurance
s property-linked

{c} Premiums are payable monthly or annually.

The premium is initially payable for 15 years.

(d} (i) Benefits

The benefit on death is the maximum of the sum assured (defined as the
annualised premium x 11.25} and the bid value of units allocated.

The benefit on maturity is the bid value of units allocated.

A waiver of premium benefit, payable on certain injuries or illnesses, is also
available for an additional premium.

(i) Eligibili ici in profi
The contract is not eligible to participate in profits.
{iii) ran nd material iong nof referr v
(aa) After fifteenth years, the following options are available:-
(1} the policy may be made paid-up.
{2) the policy value may be withdrawn as a capital sum, or a regular
income may be taken while paying an annual premium of £5, which does

not purchase units.

(3) premiums may be continued at not less than half the original level,
the percentage of each premium invested being increased to 100%.

{bb} On certain events the policyholder may effect a further policy without
medical evidence, subject to limits on the sum assured. Possible events
inciude the third, fifth or tenth policy anniversary or on marriage or birth
of a child of the life assured. The option may only be exercised once.
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(e)

(f)

(g}

(cc) Paid-up values of the policy are available at a percentage of the unit
value, dependent upon the number of complete years elapsed since
issue. Specimen percentages are shown in the table below:

Number of complete years Percentage

elapsed since issue Payable
less than 2 0]
2 20
4 40
6 60
8 80
10 or more 100

Investment returns under this contract are not guaranteed.

The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through

the following charges:

(i) Policy charge: A policy charge of £7.20 (£0.60) is deducted from each
annual {monthly) premium. There are no policy charges on
policies over £600 (£50) per annum (month},

(ii} Allocation Rates: In the first ten years, premiums are used to purchase
capital units at the offer price and accumulation units
thereafter. In the first 15 years the percentage of
premium invested depends upon the age at entry as

follows:
Age Next Birthday Percentage Allocation
at entry Premium under  Premium over
£600 p.a. £600 p.a,
Up to 40 o5 98
41 - 45 93 96
46 - 50 80 93
b1 -5b 85 88

100% of premium is invested after the fifteenth policy
anniversary if premiums are continued.

(iifManagement Charge: A management charge is deducted periodically from
the internal linked funds. Capital units and
Accumulation units incur management charges at rates
of 5% and 1% respectively.

{iv)  Bid/Offer spread: Units are allocated at the calculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. The bid price is approximately 5%

fower than the offer price.

Restrictions on increases in charges:

(i Policy charge: The charges are fixed, and cannot be changed by the

company.
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(h}

(i)

1)

{k)

(1)

(iiy Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(ii) Management Charge: The rate of management charge may be varied
subject to maxima of 6% p.a. and 2% p.a. for Capital
and Accumulation units respectively.

liv) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer

price.

The surrender value is equal to the bid value of units allocated.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.
Ali features material to the method and basis of valuation have been disclosed.

The contract is closed to new business and this has been throughout the year up
to the date of valuation.

No increases in the charges have been made in the year to the valuation date.

Personal Savings Plan

The details of the contract are as for Capital Accumulation Plan, with the following
exceptions:

(a)

{f}

This contract is Personal Savings Plan.

{ii) Allocation Rates: in the first ten years, premiums are used to purchase

capital units at the offer price and accumulation units
thereafter. In the first 15 years the percentage of
premium invested depends upon the age at entry as

follows:
Age Next Birthday Percentage Allocation
at entry Premium under  Premium over
£600 p.a. £600 p.a.

Up to 40 101 104
41 - 45 Q9 102
46 - 50 96 29
51 -55 9 94

100% of premium {or original percentage if greater) is
invested after the fifteenth policy anniversary if premiums
are continued.
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{9}

Restrictions on increases in charges:

(il Management Charge: The rate of Mmanagement charge may be varied
without limit although limits do exist on some of the
unit funds,

Lifestyle
{a) This contract is Lifestyle.

(b}

(c)

(d} i)

(ii)

{iii)

Type of contract;
* United Kingdom business
» life assurance and general annuity business
s direct written business
* non-profit policy
* whole life assurance
* property-linked

Premiums are payable monthly or annually, -

Benefits

The benefit on death is the maximum of the sum assured and the bid value of
units allocated. The initial sum assured is subject to minimum and maximum
(qualifying) sum assured bounds.

A waiver of premium benefit, payable on certain injuries or illnesses, is also
available for an additional premium.

Eligibili ici in_profi
The contract is not eligibie to participate in profits.
ran nd material ions not referr v

{aa) RP! option: The premium and sum assured may be linked to the General
Index of Retail Prices.

{bb) On certain events the policyholder may effect a further policy without
medical evidence, subject to limits on the sum assured. Possibie events
include the third, fifth or tenth policy anniversary or on marriage or birth
of a child of the life assured. The option may only be exercised once.

{cc) The paid-up value of the policy is the bid value of units.

(dd) A Low Start option is available where premium increases by 20% of the
first year's premium each anniversary for the first five years,

{ee) Premiums and hence sum assured can be increased or decreased, subject
to limits.
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{(ff) I the sum assured decreases, a further policy may be effected without
further evidence of health, subject to limits.

{(gg)  The death benefit may be paid in instalments.

(hh)  There is an additional bonus allocation of 20% of the annual premium at
the tenth anniversary and a further 5% of annual premium quinguennially

thereafter.
{e) Investment returns under this contract are not guaranteed.
() The company recovers its costs linciuding acquisition and renewal expenses,

commission and the costs of providing the benefits under the contract) through
the following charges:

(i} Policy charge: A policy charge of £{1/12 x 3.333 x RPI) is deducted
each month from the fund. RPI figures are taken from
1974 base with a three month lag.

(iiy Allocation Rates: An investment debt is set up at commencement against
the contract. This debt is dependent upon annual premium
and age. After paying off the debt, 100% of premium
{tess any mortality or policy charge) is used to purchase
units. Series B units are purchased during the first ten
years and Series L units thereafter.

(iilManagement Charge: A management charge is deducted periodically from
the Series B units at the lower of 1% p.a. or the
maximum allowabie charge. The Series L arnual
management charge is 0.75% p.a. less than Series B.

{ivi Bid/Offer spread: Units are allocated at the calculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. The bid price is approximately 5%
iower than the offer price.

{v) Mortality charge: A monthly deduction is made from the unit holding.

(vi) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

(a) Restrictions on increases in charges:
{iy Policy charges: The charges are increased in line with RPI as described

above. No further alteration of the charge can be made
by the company.

(iiy Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(il Management Charge: The rate of management charge may be varied
subject to maxima.
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{h)

{i)

i}

(k)

{n

{iv} Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

(v} Mortality charge: These rates are fixed and cannot be changed by the
company.

(vi) Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

The surrender value is equal to the bid value of units allocated.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed to new business and this has been throughout the year up
to the date of valuation.

No increases in the charges have been made in the year to the valuation date
except that dependent upon RPI as described above,

Fair Share Investment Plans

This details of the contract are as for Fair Share Endowment Series NI, with the
following exceptions:

{a)

This contract is Fair Share Investment,

(d) (iii) Guarantees and material options not referred to above

{k)

(aa) On certain events the policyholder may effect a further policy without
medical evidence, subject to fimits on the sum assured. Possible events
include the third, fifth or tenth policy anniversary or on marriage or birth
of a child of the life assured.

{bb) A waiver of premium option is available for the three months before and
after the birth of a child.

{ce) The paid-up value of the policy is the unit valye.

The contract is closed for new business except for increments to or conversions
of existing policies. This has been the case throughout the year up to the date of
valuation.
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Multiple Investment Programmes

{a)

(b}

{c)

{d) {i

(i}

{iii)

This contract is Multiple Investment Programme.

Type of contract:
s United Kingdom business
e life assurance and general annuity business
« direct written business
« non-profit policy
¢ endowment insurance
« property-linked
Premiums are payable monthly or annually.

The policy is a ten year contract.

Benefits
The death benefit during the first ten years is the greater of the bid value of
units and a percentage of the premiums payable during the first ten years. The
percentage varies from 75% at age 56 next birthday or less at entry t0 37% at
age 75 next birthday at entry.
The benefit on maturity is the bid value of units allocated.
Eligibili ici in profi
The contract is not eligible to participate in profits.

ran nd _material ions not referr v
(aa) After ten years, the following options are available:-

{1) the policy may be made paid-up.

{2) premiums may be continued in full for a further ten years.

(3) regular partial surrender payments may be taken on payment of a £1
annual premium.

(bb}  The policy may be made paid-up with value equal to the bid vaiue of
units less a discontinuance charge as follows:

Number of complete Charge as a percentage of annualised premium

years since issue Pre 4/82 policies Post 4/89 policies
0] 45 75
1 36 60
2 27 45
3 18 30
4 9 15
5 or more o 0
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{e}

(f}

(g)

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i) Policy charge: Version | incurred a 0.05 x RPI {0.05 x RP| / 12} charge
’ on annual {monthly} premiums below £2000 { £200). The
RPI figure was taken from the 1974 base with a 3 month
lag. ’

For Version li, Il and IV policies issued before April 1989,
the charges were as above but with the RPI figure taken
from, the 1987 Rebased index with a 3 month lag.

Policies issued after April 1989 incurred a 0.20 x RP!
{0.20 x RPl / 12) charge on annual (monthly) premiums
below £2000 (£200). The RPI figure was taken from the
1987 base with a 3 month lag.

{ii} Allocation Rates: A proportion of each premium, after deduction of the
policy charge and the mortality charge, is allocated to
purchase units in the internal linked funds at the offer
price. The proportion is as shown below:

Year Percentage Allocation
Pre April 89 Policy Post April 89 Policy

1-5 100.5 96
6 + 110.5 110.5

(iifManagement Charge: A management charge of 1% p.a. is deducted periodically
from the internal linked funds.

(iv) Bid/Offer spread:  Units are aliocated at the calculated offer price. For the
purpose of calculating benefits, units are valued at the
calcuiated bid price. The bid price is approximately 5%
lower than the offer price.

{v) Mortality Charge: A mortality charge is deducted periodically from unit
holdings.

(vi) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i) Policy charge: The charges are fixed, and cannot be changed by the
company.,

{liy Allocation Rates: These rates are fixed subject to the movements in the

RPI, as described above, and cannot be changed by the
company.,
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(il Management Charge: The rate of management charge may be varied
without limit.

{iv} Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

{v) Mortality Charge: The level of deduction can be varied at the company’s
discretion.

{vi} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

(h) The surrender value is equal to the paid-up value of units allocated. Policies will
not be given a surrender value until one complete years premium has been paid.

{i) Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

(k) The contract is closed to new business and this has been throughout the year up
to the date of valuation.

{n No increases in the charges other than those relating to increases in the RPI, as
described above, have been made in the year to the valuation date.

Isle of Man_Substitute Plans {Series | and I

(a} This contract is Isle of Man Substitute Pian {Series 1 and 1I).

{b) Type of contract:
s United Kingdom business
e life assurance and general annuity business
» direct written business
» non-profit policy
* endowment insurance
s property-linked

{c) Premiums are payable monthiy or annually.
The term is ten years, but these plans were issued in substitution for policies

originally issued by Royal Life Insurance International Limited. The ten year term
is related to the original date of issue.
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(d) (i)

{e}

{f)

(if)

(iif)

Benefits

The death benefit during the first ten years is the greater of the bid value of
units and a percentage of the premiums payable during the first 10 years. This
percentage varies from 75% at age 56 or less next birthday at entry to 37% at
age 75 next birthday at entry.

The contract is not eligible to participate in profits.
uarantges and material ions not referr v
(aa) After ten years, the following options are available:-
(1} the policy may be made paid-up.

{2} the policy value may be withdrawn as a capital sum, or a regular
income may be taken while paying an annual premium of £5, which does
not purchase units.

{3) premiums may be continued at not less than half the original level,
the percentage of each premium invested being increased to 100% on
Series | and 99% on Series |I.

(bb) Paid-up values of the policy are available at a percentage of the unit
value, dependent upon the number of complete years elapsed since
issue,

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i} Policy charge: A policy charge of £10 {£2.5 or £10/12 or £0.25) is
deducted from each annual (monthly} premium on certain
versions of the policy

(i} Allocation Rates: A percentage of premium is used to purchase units at the
offer price. The percentage varies from 107% to 65%
dependent upon age, number of years from inception and
product version. 1% of the allocation rate is deducted on
substitution.

(iiyManagement Charge: A management charge, currently 1% p.a., is deducted
periodically from the internal linked funds.

{iv)  Bid/Offer spread: Units are allocated at the calculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. The bid price is approximately 5%
lower than the offer price.

{v} Investment Expenses: All direct costs of investment, such as dealing costs,

property maintenance costs and professional fees are
borne by the internal linked funds.

54




{g) Restrictions on increases in charges:

{iy Policy charge: The charges are fixed, and cannot be changed by the
company.

(il Allocation Rates: These rates are fixed, and cannot be changed by the
company.

{iiil Management Charge: The rate of management charge may be varied
subject to a maximum of 1.25% p.a..

{iv) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

(v} Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

{h) The surrender value is equal to the bid value of units allocated less a deduction
for Version Il. The deduction is a percentage of one year’s premium which varies
from 45% in year one to 7.5% in year 7 and nil thereafter. This differs for some
versions of the policy.

{i} Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

(4] The contract is open to new business via substitutions and this has been the
case throughout the year up to the date of valuation.

{n No increases in the charges have been made in the year to the valuation date.

Isle of n Substitute Plan ries i) -

{a} This contract is Isle of Man Substitute Plan {Series lif).

{b) Type of contract:
+ United Kingdom business
« life assurance and general annuity business
e direct written business
+ non-profit policy
¢ whole life assurance
= property-linked
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{c} Premiums are payable monthly or annually,

{(d} (i) Benefits

The death benefit is the bid value of units

(i} Eligibility to participate in profits

The contract is not eligible to participate in profits,

(i) Guarantees and material options_not referred to above

There are no guarantees or material options not referred to above.
(e) Investment returns under this contract are not guaranteed.

(f} The company recovers its costs {(including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract} through
the following charges:

{i} Policy charge: A policy charge is deducted from each annual {monthly)
premium.

{ii} Allocation Rates: A percentage of premium is used 1o purchase units at the
offer price. The percentage varies from 57% to 106%
dependent upon age and number of years from inception.

{iiyManagement Charge: A management charge, currently 1%, is deducted
periodically from the internal finked funds.

(iv) Bid/Offer spread:  Units are allocated at the caiculated offer price. For the
purpose of calculating benefits, units are valued at the
calculated bid price. The bid price is approximately 5%
iower than the offer price.

{v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

(g} Restrictions on increases in charges:
(i) Policy charge: The charges are fixed, and cannot be changed by the
company.

(i} Allocation Rates: These rates are fixed, and cannot be changed by the
company.

(iii) Management Charge: The rate of management charge may be varied
without limit.

{iv)] Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.
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(v} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

{h) The surrender value is equal to the bid value of units allocated less a deduction.

{i} Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

{k} The contract is open to new business via substitutions and this has been the
case throughout the year up to the date of valuation.

(n No increases in the charges have been made in the year 1o the valuation date.

PENSION NTRACT

Asset Management Contract (Series V)

{a) This contract is Asset Management Contract {Series V).

{b) Type of contract:
¢ United Kingdom business
e pension business
« direct written business
« non-profit policy
o deferred annuity & term assurance
« property-linked

{c) Monthly, annual and single premiums are payable.
{d} (i} Benefiis

These contracts are available to the Trustees of retirement benefits schemes
exempt approved or approval under Section 591 of the Income and Corporation
Taxes Act 1988.
The benefit is the full bid value of the units allocated.

(i) Eligibility to participate in profits

The contract is not eligible to participate in profits.
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{e)

(f}

(i} Guarantees and_material options not referred to above

(aa) The policy may be made paid-up.

{(bb}  Life assurance benefit is available such that on death, the benefit will be
the greater of the value of units and the sum assured.

{cc) Provided the policyholder was selected for Life Assurance Benefit at the
normal rates, then a further Whole Life or Endowment policy may be
taken out within one month of the end of the Benefit. No further medical
evidence will be needed.

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i) Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase Capital or Accumulation units in
internal linked funds at the respective offer price. Capital
units are purchased during the first year and
Accumulation units are purchased thereafter.

Allocation rates for regular premiums vary by term to
normal retirement date. Specimen allocation rates are
shown in the table below:-

Number of complete years Allocation rate (%)

1o normal retirement date Annual Premiums
20 100
15 100
10 100
b 95

For annual contributions of £100,000 or greater, the
above percentage is multiplied by 1.01

For monthly premiums below £200 per month, the
allocation rates are 97% of those above.

If single premiums are made where no regular premiums
are paid, the allocation rate depends upon the amount
invested. Specimen allocation rates are shown below:

ingle Premium All ion r. 9
£15,000 100
£10,000 100

If single premiums are made accompanying a regular
premium, the allocation rate is 100%.
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{s}

(h}

(i)

(i

(k)

U]

(i) Bid/Offer spread: Accumulation units in internal linked funds are allocated
at the calculated offer prices. For the purpose of
calculating benefits, units are valued at the calculated bid
prices. Bid prices are approximately 5% lower than offer
prices.

(i) Management charge: An annual management charge of 0.875% on
Accumulation units and 6.875% on Capital units is
deducted periodically from the internal linked funds.

(iv} Mortality charge: if the Life Assurance Benefit option has been exercised, a
monthly deduction is made from the unit holding.

(v) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

(iiy Bid/offer spread: Units in internal linked funds are allocated at the
caiculated offer price. For the purposes of calculating
benefits, units are valued at the calculated bid price. The
bid price is approximately 59% lower than the offer price.

(i) Management Charge: The rate of management charge may be varied but
the maximum rate is 2% for Accumulation units and
8% for Capital units.

(iv) Mortality Charge: The deduction may be varied at the company's
discretion.

(v} Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

The transfer value is the bid value of accumulation units plus 1/(1.08)" times the
nominal value of the Capital units, where N is the term outstanding to normal
retirement date in years and months to the nearest month.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

There were no increases in charges in the year to the valuation date.
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Asset Management Contract {Series VI)

As for Asset Management Contract {Series V) except:
(a) This contract is Asset Management Contract {Series VI).
{f) {ii} Allocation Rates: Allocation rates for single premiums not accompanied by

regular premiums differ from Series V. Specimen
allocation rates are shown in the tabie below:-

Single Premium Allocation rate (%)

£150,000 101

£100,000 101

£50,000 100
£9,000 29
£5,000 28

Trustee ital Buil Series |

{a) This contract is Trustee Capital Builder (Series ).

(b} Type of contract;
* United Kingdom business
® pension business
* direct written business
* non-profit policy
¢ deferred annuity
* property-linked

{c) Single premiums only are payable.
{(d) (i) Benefits

Contracts are pension arrangements available to the Trustees of self-
administered schemes exempt approved under Section 591 of the income and
Corporation Taxes Act 1988.
The benefit is the fuil bid value of the units allocated.

{ii) Eligjbili ici in_profi
The contract is not eligible to participate in profits.

{(iii) Guaran nd m ial ions not referr A

Additional single contributions are allowable at any time subject to a minimum.

(e) Investment returns under this contract are not guaranteed.
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(f)

{g)

(h)

(i)

i}

The company recovers its costs lincluding acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i) Policy Charge: Policy charges are made by monthiy unit deduction and
depend upon the 1974 based RPI rate.

The policy charge is 16p x RP! per month in the first
year and is 1.45p x RPI per month thereafter.

(il Allocation Rates: The proportion of premiums invested and the surrender
deduction are related. The allocation rate together with
the deduction are chosen by the Trustees, Specimen
allocation rates and surrender deductions in the first year,
are shown below:

1st vear surrender Allocation rate (%)
deduction (%}
8.75 104
7.50 103
6.256 102
5.00 101
3.76 100
2.50 Q9

(i} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i} Policy Charges: The policy charge varies in line with RPI as described
above.

(i) Allocation Rates: Once chosen by the Trustee, these rates are fixed and
cannot be changed by the company.

(i Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

The transfer value is the bid value of units less any surrender deduction. The
deduction is as described above. The deduction then reduces by 0.25% for each
year the policy is in-force.

Benefits are determined by reference to the value of the internal linked funds

Benefits are not determined by reference to the value of assets or an index.

All features material to the method and basis of valuation have been disclosed.
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(k) The contract is closed for new business and has been throughout the year up to
the date of valuation.

n Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPI as described in (f). No other increases in
charges have occurred,

Trustee Capijtal Builder {Series NI

All sections are as for Trustee Capital Builder (Series 1) except:
(a) This contract is Trustee Capital Builder (Series IiI).
{f) (i) Allocation Rates: Allocation rates differ from Trustee Capital Builder {Series

1). Specimen allocation rates and surrender deductions in
the first year, are shown below:

1st vear surrender All ion_r. 9
deduction {%)
8.75 100
7.50 99
6.25 98
5.00 97
3.75 96
2.50 95

Personal Retirement Plan {Series | and I}

(a) This contract is Personal Retirement Plan (Series | and H}.

{b) Type of contract:
+ United Kingdom business
® pension business
* direct written business
= non-profit policy
+ deferred annuity
» property-linked

(e) Single, annual or monthly premiums are payable.
(d} {i} Benefits

Contracts are approved under Section 620 and 621 of the income and
Corporation Taxes Act 1988, providing benefits for the self-employed and those
employees who are not members of an occupational scheme.
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{e)

{f)

(i)

{iii)

On retirement, or on eariier death, the full bid value of units allocated is used to
provide benefits.

Benefits may be taken wholly in pension form or as a combination of pension
and cash. Restrictions are placed on how benefits may be taken consistent with
Inland Revenue requirements. Proceeds from the policy may be used to purchase
an annuity from any other insurer approver by the Inland Revenue for this
purpose.

Eligibility to participate in profits

The contract is not eligible to participate in profits.

Guaran nd material ions not referr v

{aa) Paid up benefits are available.

{bb) Premiums may be increased or decreased at plan anniversaries, subject to
minimum levels.

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase units in internal linked funds at the
offer price. Allocation rates for regular premiums vary by
prospective premium paying term. Specimen allocation
rates are shown in the table below:-

Prospective Premium Allocation rate {%)
Paying Term Year 1 Year 2 Thereafter

2 20 100 100

5 84 100 100

10 75 100 100

15 66 100 100
20 78 78 100
25 73 73 100

Single premiums are allocated at 100%

(il Management charge: An annual management charge of 0.50% p.a. is taken
monthly by cancelling units in the fund.

(i) Bid/Offer Spread: Units in internal linked funds are allocated at the
calculated offer price. For the purpose of calculating
benefits, units are valued at the bid price. The bid price
is approximately 5% lower than the offer price.
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{iv) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

(9) Restrictions on increases in charges:

(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

(it Management Charge: The rate of management charge may be varied
without upper limit.

(iii) Bid/Offer Spread: The Bid price may not be less than 94.5% of the Offer
Price

{iv) Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

(h) The policy cannot be surrendered.

(i) Benefits are determined by reference to the vaiue of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

(k) The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

{n No increases in charges have been made in the year to the valuation date.

Personal Retirement Plan {Series 1il)

{a) This contract is Personal Retirement Plan (Series Il}.
{b) As for Personal Retirement Plan (Series | and II).

{c) As for Personal Retirement Plan (Series | and il).

{d} (i} Benefits

As for Personal Retirement Plan (Series | and II), except that a waiver of
premium benefit, payable on certain injuries or ilinesses, is also available for an
additional premium.
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{il Eligibility to_participate in profits
As for Personal Retirement Plan (Series | and II).

{iti) rantees and material ions not referr v
{aa) Paid-up policies are available after the first year.

{bb)  Premiums may be increased or decreased at plan anniversaries, subject to
minimum levels.

{cc) Additional Life Assurance benefit is available for an additional premium.
The benefit on death would then be the sum of the bid value of units
allocated and the life assurance sum assured.

{(dd}  Provided that the policyholder was selected for Life Assurance Benefit at
the normal rates, a further Whole Life or Endowment policy may be taken
out on the normal retirement date or on earlier ieaving employer's
service. No further medical evidence wiil be needed.

{e) As for Personal Retirement Plan {Series | and 1l}.

{f) The company recovers its costs (inciuding acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

(i) Allocation Rates: A proportion of regular premiums is allocated to
purchase Capital or Accumulation units in internal linked
funds at the respective offer price. Capital units are
purchased during the first year and Accumulation units
thereafter. Aliocation rates for regular premiums vary by
term to intended retirement date. Specimen allocation
rates are shown in the table below:-

Number of complete years Allocation rate (%)
to normal retirement date
10 or more 100
8 28
6 96
4 93
2 85

Monthly premiums are allocated as above if they are
£200 per month or more, or at the above percentages
multiplied by 0.97 if less.

100% of single contributions are allocated in

accumulation units unless the plan is set up for less than
years, where the following specimen rates apply:
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{g)

(h}

(i)

(j}

(k)

{n

Number of complete vears Allocation rate (%)
to normal retirement date

9 or more 100
8 99
6 97
4 ab
2 25

(i} Management charge: An annual management charge of 0.875% p.a. of the
fund in respect of Accumulation units and 6.875% of
the fund in respect of Capital units is taken monthly by
cancelling units in the fund.

(i} Bid/Offer Spread: As for Personal Retirement Plan (Series | and It

{v} Mortality charge: It the Life Assurance Benefit option has been exercised, a

monthly premium is charged to cover the sum assured
benefit

Restrictions on increases in charges:

As for Personal Retirement Plan (Series | and |l} except:

(il Management Charge: The rate of management charge may be varied

subject to a 2% p.a. (8% p.a.) limit on Accumuiation
{Capital) units,

{iv} Mortality charge: Mo further increase in the rate of charge is allowable.

The transfer value equals the bid value of the Accurnulation units plus
{(Bid value of Capital units)/1.08"
where N is term in years to the normal retirement date to the nearest
month.
As Tor Personal Retirement Plan {Series [ and Ii}.
As for Personal Retirement Plan {Series | and II}.

As for Personal Retiremer_wt Plan (Series | and HI}.

As for Personal Retirement Plan (Series [ and II).
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Personal Capital Builder ries |

{a}

{c)

(d} (i)

(i}

iii}

This contract is Personal Capital Builder {Series l}.

Type of contract.
¢ United Kingdom business
= pension business
¢ direct written business
» non-profit policy
¢ deferred annuity & term assurance
» property-linked

Single, annual or monthly premiums are payable.

Benefits

Contracts are approved under Section 620 and 621 of the iIncome and
Corporation Taxes Act 1988, providing benefits for the self-employed and those
employees who are not members of an occupational scheme. The policy is
written to an intended retirement date specified at the outset in the age range of
60 to 75.

On or after the intended retirement date, the full bid value of units aliocated is
used to provide benefits. On retirement before the intended retirement date, a
proportion of the value of units is available to provide benefits.

Benefits may be taken wholly in pension form or as a combination of pension
and cash. Restrictions are placed on how benefits may be taken consistent with
Inland Revenue requirements. Proceeds from the policy may be used to purchase
an annuity from any other insurer approver by the inland Revenue for this
purpose.

A waiver of premium benefit, payable on certain injuries or illnesses, is also
available for an additional percentage of premium.

ligibili ici in_profi

The contract is not eligible to participate in profits.

ran nd material ions not referr v
{aa) Paid up benefits are availabie but if premiums cease, any life cover will
also cease.

{bb) Premiums may be increased or decreased at any time subject to
minimum levels.

(cc) Life assurance benefit is available such that on death, the benefit will be
the greater of the value of units and the sum assured.

The Life Assurance benefit can be linked to the RPI provided the Inland
Revenue maxima are not exceeded.
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{dd) On the plan anniversary, premiums may be increased by RPI or by 5%,
whichever is greater.

(ee) Provided the policyholder was selected for Life Assurance Benefit at the
normal rates, then a further Whole Life or Endowment policy may be
taken out within one month of the end of the Benefit. No further medical
evidence will be needed.

{e) Investment returns under this contract are not guaranteed.

() The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i}y Policy Charge: Policy charges are made by monthly unit deduction
(from regular units in preference to single premium units)
and depend upon the 1974 based RPI rate.

Annual premiums incur a charge of 1.92p x RPI per
month in the first year and a charge of 0.67p x RPI per
month thereafter.

Monthly premiums incur a charge of 2.25p x RPI per
month in the first year and a charge of 1.00p x RPI per
month thereafter,

Paid-up or single premiums incur a charge of 1.25p x RPI
per month in the first year and a charge of 0.125p x RPI
per month thereafter,

Single premiums paid alongside a regular premium incur
no additional policy charge.

(i) Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase units in internal linked funds.
There is no difference between bid and offer prices.
Allocation rates for regular premiums vary by term to
intended retirement date. Specimen allocation rates are
shown in the table below:-

Number of complete vears Allocation rate

fo intended retirement date %)
40 102
35 101
30 101
25 101
20 100
15 Q9

: The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more

than offset through a combination of the management
charge and/or the transfer value terms.
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(il Management charge: An annual management charge of 0.40% p.a. of the
fund in respect of single premiums and regular
premiums is taken monthly by cancelling units in the
fund.

tiv) Mortality charge: !f the Life Assurance Benefit option has been exercised, a
monthly deduction is made from the unit holding of a
number of units whose value equals the charge for
providing a month’s cover of the excess of the benefit
over the value of the units prior to deduction.

{v) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

{g) Restrictions on increases in charges:
{iy Policy Charges: The policy charge varies in line with RPI as described
above.

(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

(il Management Charge: The rate of management charge may be varied
without upper limit.

(iv) Mortality Charge: No further increase in the rate of charge is atlowable.
(v} Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

{h) The transfer value is {1 - N / 400} x Value of the fund,
where N is the number of years from transfer date to the intended
retirement date to the nearest month.

(i} Benefits are detefmined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.
(j) All features material to the method and basis of valuation have been disclosed.

(k) The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

) Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPI as described in {f). No other increases in
charges have occurred.
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Personal ital Builder ries I

(a)

{b)

{c)

{d)

{e)

(f)

{i)

{if)

(iii}

This contract is Personal Capital Builder {Series .

As for Personal Capita! Builder {Series 1).

As for Personal Capital Builder (Series I).

Benefits
As for Personal Capital Builder {Series 1),
Eligibili iGi in_profi
As for Personal Capital Builder (Series |).
ran nd material ion referr v
As for Personal Capital Builder (Series 1) except:

{aa) If the policy is made paid-up, a deduction will be made from the unit
value. The deduction depends upon the annualised premium, the term to
intended retirement date and the original allocation percentage of the
policy. If premiums are discontinued in the first year then the policy
lapses.

As for Personal Capital Builder {Series 1.

The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract} through
the following charges:

(i} Policy Charge: Policy charges are made by monthly unit deduction
(from regular units in preference to single premium units)
and depend upon the 1974 based RPI rate.

Annual premiums incur a charge of 0.5p x RP! per
month. Monthly premiums incur a charge of 0.75p x RPI
per month.

Single premiums incur a charge of 1p x RPI per month in
the first year and a charge of 0.125p x RPI per month
thereafter. Paid-up policies incur a charge of 0.125p x
RPI per month.

Single premiums paid alongside a regular premium incur
no additional policy charge.
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(i}  Allocation Rates: A proportion of regular premiums and single premiums
(less any policy charge) is allocated to purchase units in
internal linked funds. There is no difference between bid
and offer prices. Allocation rates for regular premiums
vary by term to intended retirement date. Specimen
ailocation rates are shown in the table below:-

Number of compl r 1] ion r 9
to intended retirement date Annual premiums Single Premiums
40 118 100
35 115 100
30 111 99
25 106 98
20 102 97
15 g8 96
10 85 a5
5 20 94

Monthly premiums are allocated at rates 2 percentage
points less than apply for annual premiums.

The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.

(i} Management charge: An annual management charge of 0.25% p.a. of the
fund in respect of single premiums and 1.5% p.a. of
the fund in respect of regular premiums is taken
monthly by cancelling units in the fund.

(iv) Mortality charge: As for Personal Capital Builder {Series |).

{v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

{g) Restrictions on increases in charges:

As for Personal Capital Builder {Series 1.

(h} The transfer value for single premium policies is as for Personal Capital
Builder (Series |). The transfer value for regular premium policies equals

{Paid up value)/1.015"
where N is term in years to the intended retirement date to the nearest
month.

(i} As for Personal Capital Builder (Series 1).

{j) As for Personal Capital Builder {Series ).
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(k)

)

As for Personal Capital Builder {Series l}.

As for Personal Capital Builder {Series ).

Additional Capital Builder ries |

(a)

(b)

{c)

{d) {i)

{ii)

{iii)

This contract is Additional Capital Builder {Series I).

Type of contract:
¢ United Kingdom business
+ pension business
e direct written business
+ non-profit policy
e deferred annuity
« property-linked

Single, annual or monthly premiums are payable.

Benefits

Contracts are FSAVC contracts approved under Section 591 of the Income and
Corporation Taxes Act 1988, providing benefits for members of Occupational
Pension Schemes who wish to top up scheme benefits. The policy is written to
an intended retirement date specified at the outset. Benefits must be taken at
the same time as benefits are taken from the main scheme.

On retirement, the full bid value of units allocated is used to provide benefits.

Benefits must be taken wholly in pension form. Restrictions are placed on how

benefits may be taken consistent with Inland Revenue requirements. Proceeds

from the policy may be used to purchase an annuity from any other insurer

approver by the Inland Revenue for this purpose.

Eligibili ici in profi

The contract is not eligible to participate in profits.

aran nd matetrial ions not referr V

{aa) A policy may be made paid-up subject to a deduction from the units
value. The deduction depends upon the annualised premium, the term to
intended retirement date and the original allocation percentage of the
policy. If premiums are discontinued in the first year then the policy

lapses.

{bb} Premiums may be increased or decreased at any time subject to
minimum levels.
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(e} investment returns under this contract are not guaranteed.

() The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract} through
the following charges:

(i} Policy Charge: Policy charges are made by monthly unit deduction
{from regular units in preference to single premium units)
and depend upon the 1974 based RPI rate.

Annual premiums incur a charge of 2p x RPI per month.
Monthly premiums incur a charge of 3p x RPI per month.

Single premiums incur a charge of 4p x RPI per month in
the first year and a charge of 0.5p x RPI per month
thereafter. Paid-up policies incur a charge of 0.5p x RPI
per month.

Single premiums paid aiongside a regular premium incur
no additional policy charge.

(i} Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase units in internal linked funds.
There is no difference between bid and offer prices.
Allocation rates for regular premiums vary by term to
intended retirement date. Specimen allocation rates are
shown in the table below:-

Number of complete vears Al ion r 9
to intended retirement date Annual premiums Single Premiums
40 1156 a7
35 112 96
30 108 o5
25 103 o4
20 g9 94
15 a5 93
10 20 92
5 85 91

For some policies, the percentage of annual premium
invested is up to 2% higher than quoted above.

Monthly premiums are allocated at rates 2 percentage
points less than apply for annual premiums.

Contributions after the intended retirement date are
treated as single premiums and are allocated at 91%.

The effective rate or premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.
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{g}

(h)

(i)

(0

{k

(il Management charge: An annual management charge of 0.40% p.a. of the
fund in respect of single premiums and 1.5% p.a. of
the fund in respect of regular premiums is taken
monthly by cancelling units in the fund. Contributions
received after the intended retirement date incur a
0.40% p.a. charge.

(iv) Premium reduction: On reduction of regular premium paid, a deduction of
units is made which is dependent upon the amount of
the premium reduction, the term to intended
retirement date and the original allocation percentage
for the policy.

(v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

{ii Policy Charges: The policy charge varies in line with RPI as described
above.

(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

(i) Management Charge: The rate of management charge may be varied
without upper limit.

{iv) Premium reduction: No further increase in the rate of charge is allowable.

(v) Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

The transfer value for single premium cases is {1 - N / 400) x Value of the fund.

The transfer value for reguiar premium cases is (Paid up value)/1 .015"

In both cases, N is the term in years to the intended retirement date to the

nearest month,

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.
All features material to the method and basis of valuation have been disclosed.

The contract is closed for new business except for additional singie premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.
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(N Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPt as described in (f}. No other increases in
charges have occurred.

Additional Capital Builder (Series [l

(a) This contract is Additional Capital Builder (Series II).

All further sections as for Additional Capital Builder {Series 1) with the following
exceptions:

{f} (iy Policy Charge: Annual premiums incur a charge of 3.5p x RPIl per
month. Monthly premiums incur a charge of 4.5p x RPI
per month.

Single premiums incur a charge of 6.75p x RPI per
month in the first year and a charge of 2p x RPI per
month thereafter. Paid-up policies incur a charge of 2p x
RPI per month.

(i) Allocation Rates: Specimen allocation rates are as shown in the table

below:-

Number of compi T All ion r. %

to intended retirement date Annual premiums Single Premiums
40 135 100
35 126 99
30 117 98
25 110 96
20 104 95
15 101 94
10 97 93
5 94 91

Monthly premiums are allocated at rates 1 percentage
point less than apply for annual premiums.

Additional Capital Builder (Series V)

{a) This contract is Additional Capital Builder (Series V).
All sections as for Additional Capital Builder (Series 1), with the following exceptions:

{f) {iy Policy Charge: There are no policy charges.
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Executive Capital Builder (Series |

{a)
{b)

(c)

(d} {i}

{i1)

{iii)

This contract is Executive Capital Buiider (Series ).
Type of contract:

» United Kingdom business

s pension business

¢ direct written business

« non-profit policy

¢ deferred annuity

¢ property-linked

Single, annual or monthly premiums are payable.

Benefits

Contracts are approved under Section 591, Chapter 1, Part XiV of the Income
and Corporation Taxes Act 1988, providing benefits for directors and other key
employees. The policy is written to a normal retirement date specified at the
outset in the age range of 55 to 75.

On or after the intended retirement date, the full bid value of units allocated is
used to provide benefits. On retirement before the intended retirement date, the
bid value of the units less a reduction is available to provide benefits.

Benefits may be taken wholly in pension form or as a combination of pension
and cash. Restrictions are placed on how benefits may be taken consistent with
Inland Revenue requirements. Proceeds from the policy may be used to purchase
an annuity from any other insurer approver by the Infand Revenue for this
purpose.

Eligibili ici in profi

The contract is not eligible to participate in profits.

Guarantees and material ions not referre v

{aa) Paid up benefits are available but if premiurmns cease, any life cover will
also cease.

(bb} Premiums may be increased or decreased at any time subject to

minimum levels.

{cc) Life assurance benefit is available such that on death, the benefit will be
the greater of the value of units and the sum assured.

The Life Assurance benefit can be linked to the RPI provided the Intand
Revenue maxima are not exceeded.

(dd) On the plan anniversary, premiums may be increased by RPI or by 5%,
whichever is greater.
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(ee) Provided the policyholder was selected for Life Assurance Benefit at the
normal rates, then a further Whole Life or Endowment policy may be
taken out within one month of the end of the Benefit. No further medical
evidence will be needed.

{e) Investment returns under this contract are not guaranteed.

() The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the foliowing charges:

{iy Policy Charge: Policy charges are made by monthly unit deduction
{from regular units in preference to single premium units}
and depend upon the 1974 based RPI rate.

All cases incur a charge of 5p x RPI per month in the
first year.

Annual premiums also incur a charge of 2.5p x RPI per
month in the first year and thereafter. Monthly premiums
also incur a charge of 4.17p x RPI per month in the first
year and thereafter.

Paid-up or single premiums also incur a charge of 0.33p
x RP! per month in the first year and thereafter.

Single premiums paid alongside a regular premium incur
no additional policy charge.

(i) Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase units in internal linked funds.
There is no difference between bid and offer prices.
Allocation rates for regular premiums vary by term to
normal retirement date. Specimen allocation rates are
shown in the table below:-

Number of compl r All ionr 9
to normal retirement date Regular premiums Single Premiums
40 102 102
35 101 101
30 101 101
25 101 ™™
20 100 100
15 29 99
10 99 99
5 28 938

The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.
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{g}

(h)

(i

{j}

(k)

0]

{iiil Management charge: An annual management charge of 0.40% p.a. of the
fund in respect of single premiums and 0.25% p.a. of
the fund in respect of regular premiums is taken
monthly by cancelling units in the fund.

{ivl Mortality charge: If the Life Assurance Benefit option has been exercised, a
monthly deduction is made from the unit holding.

{v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i) Policy Charges: The policy charge varies in line with RPI as described
above.

(il Allocation Rates: These rates are fixed and cannot be changed by the
company.

{iiiy Management Charge: The rate of management charge may be varied
without upper limit.

{iv) Mortality Charge: No further increase in the rate of charge is allowable.
{v} Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given above.

The transfer vaiue is equal to the bid value of the units allocated less a reduction
of 0.25n% of the fund value, where n is the outstanding term to retirement in
years and months.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPI as described in {f). No other increases in
charges have occurred.
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Executive Capital Builder {Series ]Il

{a)

(b}

{c)

(d)

{e)

{f)

{}

(i)

{iii)

This contract is Executive Capital Builder {Series ill}.

As for Executive Capital Builder {Series |}.

As for Executive Capital Builder {Series ).

Benefits

As for Executive Capital Builder {Series I).

Eligibili ici in profi

As for Executive Capital Builder {Series 1},

Guaran nd material ions not referr v

As for Executive Capital Builder {Series |} except that:

(aa) There is a reduction in the number of units if the policy is made paid up.
This reduction is dependent upon the original and outstanding terms to

retirement and the amount of the regular premium and will be deducted
from the regular premium unit value only.

As for Executive Capital Builder (Series I).

The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
charges as for Executive Capital Builder (Series |}, with the following exceptions:

{i}y Policy Charge: Annual premiums incur a charge of 2.5p x RPI per
month. Monthly premiums also a charge of 4.17p x RPI
per month.

Single premiums incur a charge of 4.17p x RPI per
month in the first year and 0.33p x RPI per month
thereafter.

Paid-up policies incur a charge of 0.33p x RPI per
month.

Single premiums paid alongside a regular premium incur
no additional policy charge.
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{g)

(h)

{i)

(j)

(k)

{n

Executive C

{(ii} Allocation Rates:

As for Executive Capital Builder (Series 1} except that the
allocation rates differ. Specimen allocation rates are
shown in the table below:-

Number of complete vears All ion r 9
10 intended retirement date Annual premiums Single Premiums
40 123 100
35 118 100
30 114 99
25 109 98
20 105 97
15 101 96
10 o7 25
5 Q2 94

Monthly premium percentages are 2 percentage points
lower than the annual premium allocation rates.

The effective rate of premium aliocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.

Restrictions on increases in charges:

As for Executive Capital Builder (Series ).

The transfer value is equal the bid value of the units less an adjustment. The
reduction is a reduction in the fund to 1/1.015" of its previous value for regular
premiums and reduction by n/4% for single premiums, where n is the
outstanding term to retirement in years and months.

As for Executive Capital Builder {Series [}.

As for Executive Capital Builder (Series ).

As for Executive Capital Builder (Series 1).

As for Executive Capital Builder {Series 1).

ital Builder i

v

All sections are as for Executive Capital Builder {Series lll) except:

(a)

This contract is Executive Capital Builder (Series 1V).
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{f} (i) Policy Charge: Policy charges are made by monthly unit deduction
{from regular units in preference to single premium units)
and depend upon the 1987 based RPI rate.

Annual premiums incur & charge of 5p x RP] per month.
Monthly premiums also a charge of 6p x RPI per maonth.
Single premiums incur a charge of 10p x RPI per month
in the first year and 0.8p x RPI per month thereafter.
Paid-up policies incur a charge of 1p x RPI per month.

Single premiums paid alongside a regular premium incur
no additional policy charge.

(i}~ Allocation Rates: As for Executive Capital Builder {Series 1) except that the
allocation rates differ. Specimen allocation rates are
shown in the table below:-

Number of comp! r All ion r. %
inten retiremen Annual premiums Single Premiums
40 134 100
35 125 99
30 117 97
25 109 96
20 104 95
15 100 94
10 96 93
5 91 92

Monthly premium percentages are 1 percentage point
lower than the annual premium allocation rates.

Transfer value percentages are 3 percentage point higher
than the singie premium allocation rates,

The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms,

{k} The contract has been closed to new business, except incremental premiums,
throughout the year up to the date of the valuation.

Personal Pension Builder

{a) This contract is Personal Pension Builder,
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{b)

{c)

(d)

(e}

{i)

(ii)

(i)

Type of contract:
¢ United Kingdom business
s pension business
» direct written business
« non-profit policy
» deferred annuity & term assurance
s property-linked

Single, annual or monthly premiums are payable.

Benefits

Contracts are approved under Chapter IV, Part XIV of the Income and
Corporation Taxes Act 1988, providing benefits for the self-employed and those
employees who are not members of an occupational scheme. The policy is
written to an intended retirement date specified at the outset in the age range of
50 to 75.

On or after the intended retirement date, the full bid value of units allocated is
used to provide benefits. On retirement before the intended retirement date, a
proportion of the value of units is available to provide benefits.

Benefits may be taken wholly in pension form or as a combination of pension
and cash. Restrictions are placed on how benefits may be taken consistent with
Inland Revenue requirements. Proceeds from the policy may be used to purchase
an annuity from any other insurer approver by the Inland Revenue for this
purpose.

A waiver of premium benefit, payable on certain injuries or illnesses, is also
available for an additicnal percentage of premium.

Eligibili ici in_profi
The contract is not eligible to participate in profits.
ran nd material iong not referr v

{aa) Paid up benefits are available, after one years premiums have been paid,
subject to a deduction from the unit value. The deduction is dependent
upon annualised premium, term to intended retirement date and the
original allocation rate for the policy.

(bb) Premiums may be increased or decreased at any time subject to

minimum levels. A premium reduction incurs a deduction from the unit
value,

Investment returns under this contract are not guaranteed.
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{f}

(9}

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{iy Policy Charge: Policy charges are made by monthly unit deduction and
depend upon the 1987 based RPI rate.

Regular premiums incur a charge of 2p x RP] per month.

Single premiums incur & charge of 4p x RPI per month in
the first year and a charge of 0.5p x RPI per month
thereafter.

Paid-up policies incur a charge of 1p x RPI per month.

Single premiums paid alongside a regular premium incur
no additional policy charge.

{ii)  Allocation Rates: A proportion of regular premiums and single premiums is
allocated to purchase units in internal linked funds.
There is no difference between bid and offer prices.
Allocation rates for regular premiums vary by term to
intended retirement date. Specimen allocation rates are
shown in the following table:-

Number of compl r All ion r 9
fo intended retirement date Annual Premium Single Premium
40 135 100
35 126 99
30 117 97
25 109 96
20 104 95
15 100 94

Monthly premiums are allocated at rates 1 percentage
point less than apply for annual premiums.

The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.

{iii) Management charge: An annual management charge of 0.40% p.a. of the
fund in respect of single premiums and 1.50% of the
fund in respect of reguiar premiums is taken monthly
by cancelling units in the fund.

(iv} Investment Expenses: All direct costs of investment, such as dealing costs,

property maintenance costs and professional fees are
borne by the internai iinked funds.

Restrictions on increases in charges:

{iy Policy Charges: The policy charge varies in line with RPI as described
above.
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(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

(il Management Charge: The rate of management charge may be varied
without upper limit.

(iv) Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

(h) The transfer value for single premium cases is {1 - N / 400) x Value of the fund.

The transfer value for regular premium cases is {Paid up vaiue)/1.01 5"

In both cases, N is the term in years to the intended retirement date to the

nearest month.

{iy Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

{k} The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

(i Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPI as described in {f}. No other increases in
charges have occurred.

Optional Pension Builder ries |

(a) This contract is Optional Pension Builder (Series I}.

{b) Type of contract:
¢ United Kingdom business
s pension business
» direct written business
* non-profit policy
¢ deferred annuity
+ property-linked

{c} Regular single premiums or transfer values only are payable.

84




(d} (i)

(ii)

{iii)

{e)

{f)

- A ___ 1. MRUIR NS

Benefits

Contracts are approved Chapter IV, Part XIV of the Income and Corporation
Taxes Act 1988 as “appropriate personal pension schemes” which may be
effected by individuals contracting out of SERPS. Benefits under these contracts
are “Protected Rights” and as such fall within the restrictions set by the Intand
Revenue.

On retirement on or after the State Retirement Age, the full bid value of units
allocated is used to provide benefits. Retirement before the State Retirement
Age is not permitted.

Proceeds from the policy may be used to purchase an annuity from any other
insurer approved by the Inland Revenue for this purpose.

Eligibili ici in profi
The contract is not eligible to participate in profits.
aran nd material ions not referr abov

{aa) If contributions are discontinued the policy will be made paid-up.
Premiums can be restarted at any time, subject to conditions ruling at
that time.

Investment returns under this contract are not guaranteed.

The company recovers its costs (including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract) through
the following charges:

{i} Policy Charge: Policy charges are made by monthly unit deduction and
depend upon the 1987 based RPI rate.

Ongoing premiums incur a charge of 3p x RPI per month.
Paid-up policies incur a charge of 0.5p x RPI per month.

{ii}  Allocation Rates: A proportion of premiums is allocated to purchase units
in internal linked funds. There is no difference between
bid and offer prices. Allocation rates for premiums vary
by term to state pension age. Specimen allocation rates
are shown in the table below:-

Nurmber of compl r All ion r Vi
to State Pension Age Regular Premiums Transfer Premium
40 119 103
35 115 102
30 111 101
25 107 101
20 103 100
15 9g 29
10 95 o8
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{g)

(h}

{i}

(i

(k}

th

The allocation rate of regular premiums is 4 percentage
points higher than quoted above for some versions of the
policy.

The effective rate of premium allocation may exceed
100%. However, such excess is anticipated to be more
than offset through a combination of the management
charge and/or the transfer value terms.

(i) Management charge: An annual management charge of 0.875% p.a. of the
fund in respect of regular premiums is taken monthly
by cancelling units in the fund. There is no annual
management charge for transfer payments.

(iv) Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professionat fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i} Policy Charges: The policy charge varies in line with RPI as described
above.

{iiy Allocation Rates: These rates are fixed and cannot be changed by the
company.

(i) Management Charge: The rate of management charge may be varied
without upper limit.

(iv} Investment Expenses: These may be varied without upper limit provided
such expenses are consistent with the definition
given above.

The transfer value the value of the units allocated less a reduction. For
regular premiums the reduction is 7n/8% where n is the outstanding
term to state retirement age. For lump sum premiums the reduction is
1/4n%

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

Increases in policy charges have been made in the year to the valuation date in
accordance with increases in RPI as described in (f). No other increases in
charges have occurred,
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Direc Plan_{Series |

{a)

{b)

(c)

{d) (i)

(i}

(iii)

1 Y Pl 8 08 I/

B

This contract is Directors Plan (Series 1).

Type of contract:
¢ United Kingdom business
¢ pension business
s direct written business
» non-profit policy
» deferred annuity & term assurance
« property-linked

Singie, annual or monthly premiums are payabie.

Benefits

Contracts are approved under Section 591 of the Income and Corporation Taxes
Act 1988, providing benefits for company directors and others taxed on a
Schedule E Basis. The policy is written to a normal retirement date specified at
the outset in the age range of 60 to 75.

On or after the normal retirement date, or on earlier death, the full bid value of
units allocated is used to provide benefits. On retirement before the normal
retirement date, a proportion of the value of units is available to provide
benefits.

Benefits may be taken wholly in pension form or as a combination of pension
and cash. Restrictions are placed on how benefits may be taken consistent with
inland Revenue requirements. Proceeds from the policy may be used to purchase
an annuity from any other insurer approver by the Inland Revenue for this
purpose.

Eligibili ici in_profi

The contract is not eligible to participate in profits.

ran nd material ions not referr v
(aa) Paid up benefits are available but if premiums cease, any life cover will
also cease.

{bb) Premiums may be increased or decreased at each plan anniversary
subject to minimum levels.

{cc) Life assurance benefit is available such that on death, the benefit will be
the sum of the bid value of units allocated and the life assurance sum
assured. This option will be paid for by extra premium.

{dd) Provided the policyholder was selected for Life Assurance Benefit at the
normal rates, then a further Whole Life or Endowment policy may be
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(e}

(f)

taken out on the normal retirement date or on earlier leaving employer’s
service. No further medical evidence will be needed.

{ee} An unsecured loan facility is available of up to 50% of the value of the
unit holding. The loan may be repaid at any time within the term of the
contract.

Investment returns under this contract are not guaranteed.

The company recovers its costs {including acquisition and renewal expenses,
commission and the costs of providing the benefits under the contract} through
the following charges:

(i Allocation Rates: A proportion of regular premiums and single premiums is
aliocated to purchase Capital or Accumulation units in
internal linked funds at the respective offer price. Capital
units are purchased during the first year and
Accumulation units are purchased thereafter,

Allocation rates for regular premiums vary by term to
normal retirement date. Specimen allocation rates are
shown in the table below:-

Number of complete years Allocation rate (%)
to normal retirement date Annual Premiums
20 100
15 100
10 100
b 95

For monthly premiums, the allocation rates are 85% of
those above.

If single premiums are made where no regular premiums
are paid, the allocation rate depends upon the amount
invested. Specimen allocation rates are shown below:

Single Premium Allocation rate {%)
£15,000 100
£10,000 100
£8,000 99
£5,000 98

If single premiums are made accompanying a regular
premium, the allocation rate is 100%.

(i) Bid/Offer spread: Accumulation and Capital units in internal linked funds
are allocated at the calculated offer prices. For the
purpose of calculating benefits, units are valued at the
calculated bid prices. Bid prices are approximately 5%
lower than offer prices.

(il Management charge: An annual management charge of 0.5% on

Accumulation units and 6.5% on Capital units is
deducted periodically from the internal linked funds.
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(g}

{h)

{i}

{i

(k}

{1

(iv) Mortality charge: If the Life Assurance Benefit option has been exercised,
an extra premium is paid whose value equals the charge
for providing a month’s cover of the sum assured.

(v} Investment Expenses: All direct costs of investment, such as dealing costs,
property maintenance costs and professional fees are
borne by the internal linked funds.

Restrictions on increases in charges:

(i) Allocation Rates: These rates are fixed and cannot be changed by the
company.

{ii) Bid/Offer spread: The Bid price may not be less than 94.5% of the Offer
price.

{ii) Management Charge: The rate of management charge may be varied but
with maxima of 1.25% and 7.25% on Accumulation
units and Capital Units respectively.

{iv) Mortality Charge: No further increase in the rate of charge is allowable.

{v) Investment Expenses: These may be varied without upper limit provided

such expenses are consistent with the definition
given ahove,

The transfer vaiue is equal to the bid value of the allocated Accumulation units
plus {nominal value of the capital units) / (1.0725)"

where N is the term outstanding to the Normal Retirement Date to the nearest
month.

Benefits are determined by reference to the value of the internal linked funds.

Benefits are not determined by reference to the value of assets or an index.

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

The contract is closed for new business except for additional single premiums
and regular premium increments to existing contracts. This has been the case
throughout the year up to the date of valuation.

There were no increase in charges in the year to the date of valuation.

Directors Plan {Series 1)

All sections are as for Directors Plan {Series 1) except:

(a)

This contract is Directors Pian {Series |l).
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{f} (i) Allocation rates:  Annual and single premium rates are as for Directors
Plan {Series I}, but the monthiy premium aliocation rates
differ. For monthly premiums above {less than} £200 per
month, the allocation rates are 100% (97%) of the
annual premium rate.

{iii} Management charge: There is an annual management charge of 0.875% on
Accumulation units and 6.875% on Capital units is
deducted periodically from the internal linked funds.

(g} Restrictions on increases in charges:
(il Management Charge: The rate of management charge may be varied

subject to a maximum of 2% p.a. (8% p.a.) for
Accumulation {Capital) units.

{h) The transfer value is equal to the bid value of the allocated Accumulation units
plus (nominal value of the capital units) / {1 08"
where N is the term outstanding to the Normal Retirement Date to the nearest
month.

Miscellane Produc

For the products listed below, the information required under sub-paragraph (a} to (k)
is not provided because:

(a} no contracts were effected by the company during the report period; and
{b) the products have been included under the miscellaneous headings within Form
53.

Flexibond

Gartmore [nvestment Bond
Wealth Preservation Trust
Discounted Capital Trust
Five Star

Flexible Investment Pian
Maximum [nvestment Plan
Multiple Protection Plan
School Plan
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B, {4} Unit Valuation

Prices of units in internal linked funds are calculated periodically as described below.

(i The assets of the fund are valued at 8 a.m. on the valuation day using, where
applicable, the latest available prices supplied by a recognised supplier. Income
from the assets of the fund less any appropriate tax charge is credited to the
fund. Allowance is made for accrued income less deductions for any tax charges,
both actual and prospective and any other appropriate deductions permitted by
policy conditions. Certain costs incurred are met by the fund e.g. custodian's
fees, stamp duty and other dealing costs.

The assets of the fund are valued on a cancellation basis (i.e. the price at
which assets would be sold} or a creation basis {i.e. the price at which the
assets would be purchased) depending on the current and recent trend and
magnitude of unit transactions in the fund.

iy The value determined in (i) is adjusted by an allowance for dealing costs
representing dealing costs incurred in purchasing an identical portfolio if
valued on a creation basis or dealing costs incurred in realising the portfolio
if valued on a cancellation basis.

{iii) A fund management charge is deducted from the fund at the published rate
applied to the value of the assets of the fund.

(iv} The value of the fund thus determined divided by the number of units in
issue represents the creation price ( if assets are valued on a creation basis}
or cancellation price { if assets are valued on a cancellation basis).

{v} The offer price is calculated as the creation price or canceliation price, if the
assets of the fund are valued on a creation basis and canceliation basis
respectively, multiplied by 100/95 {1 for the Muitiple Growth Fund) and rounded.
The bid price is calculated as 95% (100% for the Multipie Growth Fund and D
Series pension funds) of the offer price and rounded.

{vi) Prices in Option Deposit and Money funds are guaranteed not to fall.

Units are allocated to policies at the offer price calculated at the first valuation
subsequent to decision to aliocate units. The fund is credited with an amount equal to
the number of units allocated muitiplied by the creation price or cancellation price {
depending on whether the assets of the fund are being valued on a creation basis or
cancellation basis respectively).

Units are de-allocated from policies at the bid price calculated at the first valuation
subsequent to the decision to de-allocate units. The fund is debited with an amount
equal to the number of units so allocated multiplied by the creation price or

5 cancellation price ( depending on whether the assets of the fund are being valued on
a creation basis or cancellation basis respectively).

4

i Fil

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 abie to buy or sell the units or shares
(depending on whether the assets of the fund are being valued on a creation basis or
cancellation basis respectively). Account is taken of any special arrangements which
exist to invest in unit trusts or other collective investment schemes at a reduced initial
charge. The assets are invested at 8 a.m.. The Company deals at the price calculated
at the next public valuation which is at 8 a.m..
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Where policy benefits are linked to directly held assets , namely authorised unit trusts,
units are allocated or de-aliocated to policies at the published prices at the next
valuation following the decision to allocate or de-allocate.

{5} Capital Gains Tax

The following is not applicable to internal linked funds to which benefits in respect of
pension policies are linked.

{a)

{b)

Tax on Realised Capital Gains

The provision for tax on realised capital gains on chargeable assets within
internal funds is calculated at each valuation by applying a tax rate to the
realised capital gain calculated on the excess of the proceeds on disposal of the
asset less the book cost of the asset with appropriate allowance for indexation
redief.

Any brought forward realised capital losses are applied to offset any
realised capital gains within the same fund.

The tax rate applied to realised capital gains does not exceed that

which would apply if the fund comprised the whole of the Company’s life
assurance fund with no allowance being made for expenses. Throughout the
report period the rate of tax has been 24% - 25% for chargeable assets excluding
gilts and bonds and, where a tax rate has applied, 20% for giits and bonds.

The provision for tax on realised capital gains is periodically deducted from
the fund.

For realised capital gains arising from Sections 212 to 214a of the Taxation of
Chargeable Gains Act 1992, one seventh of the gain is provided for as above. The
balance of the instalments are taxed at an appropriate rate { 21% - 22% during
the report period) and the provision is held within the fund . When the capital
gains tax charge on a subsequent instalment falls due, the instalment is removed
from this provision and treated as other realised tax charges described above.

Where policy benefits are linked to directly held assets, namely authorised

unit trusts, a deduction is made from the policy benefits when units are de-
allocated representing tax on the realised capital gains as permitted by policy
conditions. Throughout the report period the rate of tax applied has been 24% -
25%.

Tax on Unrealised Capital Gains

The provision for tax on unrealised capital gains on chargeable assets within
internal funds is calculated at each valuation by applying a tax rate to the
unrealised capital gain caiculated on the excess of the proceeds on disposal of the
asset less the book cost of the asset with appropriate allowance for indexation
relief.

Any brought forward realised capital losses remaining after offsetting against

the provision for realised capital gains are applied to offset any unrealised
capital gains within the same fund
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Throughout the report period the rates of tax applied have been:

Equities and other company securities 18% - 25%
Unit trusts ete, * 20% - 25%
Property 20% - 25%
Gilts and bonds 20%

* i.e. assets within the scope of the deemed disposal provisions.

b.(6) Investments in Collective Investment Funds

The internal linked funds purchase units in collective investment funds managed by
Royal Life Fund Management at the creation price which represents the discount con
Initial Charges as detailed below. In addition, the fund management company
reimburses a proportion of the annual management charge as detailed below:

Initial Charge Annual Management
Discount Charge Rebate
Unit trusts managed
by Rovyal Life Fund
Management Ltd.
U.K. Emerging 5.26% 0.50%
Companies
European 6.00% 1.00%
International 5.25% 1.00%
Growth
Pacific Basin 5.00% 1.00%
United States 5.00% 0.50%
UK Index Tracking 5.25% 0.00%

All the benefits are passed on to the internal linked fund and therefore reflected
in the unit price.

The internal linked funds purchase units in collective investment funds managed by
certain companies with no connection with the Company where discounts are
received on the Initial Charges. These are detailed below:

Unit Trust Initial Charge Fund buys at:
Management Discount
Company
Framlington 4.00%
Henderson - Creation price + 0.5%
Barings 4.5% -
Gartmore 4.5% -
- Invesco 3.0% -
] Perpetual 4.5% -
Schroder 3.0% -

Personal Bond Funds, Broker Bond Funds, Exclusive Pension Portfolios and Self
Managed Funds invest in other collective investment schemes than detailed
above. Where discounts in the initial charge apply these are in the range

1% - 5%.
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All the benefits are passed on to the internal linked fund and therefore reflected
in the unit price.

The Company holds authorised unit trusts which are direct holdings of assets
matching liabilities in respect of property linked benefits. These include the
following where a discount is received on the Initial Charge. The benefit of the
discount is retained by the Company.

initial Charge
Discount
Unit trusts managed
by Gartmore
UK & Smaller Companies 4.50%
British 4.50%
Gold & International Resources 4.50%
Global 3.00%
Far Eastern 4.50%
High Income 4.50%
Income 4.50%

{1} The general principles and methods adopted in determining the liability for each
class of contract are as follows:-

In respect of all unit linked contracts the liability is determined on the following basis:-

Unit liability - for all contracts, the unit liabilities were taken as the number of units
deemed altocated in accordance with the funding plan multiplied by the unit price in
the relevant fund or unit trusts at the valuation date, For this purpose unit prices in
the internal linked funds have been calculated using the mid-market value at the
valuation date of the assets of the relevant fund.

Non-unit liability - allowance is made within the cash flow_ projection (see Section 9)
for mortality and expenses.

The total liability is the sum of the unit and non-unit liabilities.

The basis for products done using a discounted cash flow basis is set out in (b)
below. For other products the following approach was taken.

Multiple Protection Plans 15% of the periodic premium

For Five Star High Investment Plans, The proportion currently not being invested in
Fiexible Investment Plans, units {allowing for a 5% bid/offer spread

and Maximum Investment Plans where applicable and excluding any charge for

waiver of premium benefits) Subject to
deductions set out in (iii} below.

Isle of Mian Substitute Plans 5% of annual premium
(Series | and )

Schooiplan {vesting) £21.25 per outstanding paymenit

Staff Pensions 1% of unit liability plus one month's premium.
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To provide for future expenses on certain single premium, limited premium and fully
paid contracts, the basic reserve was increased by the following percentage:-

Wealth Preservation Trust 10%
Flexibonds 5%
Isie of Man Substitute Plans {Series Ill) 5%
Schoolplan (deferred) 5%

For all paid-up unit linked policies a further reserve was held calculated on the basis
set out in {b) below.

On Multi Protection Plans, an additional reserve was made for other benefits equal to,
in respect of hospitalisation benefit, 2.5% of the full periodic premium and, in respect
of other benefits, 7.5% of the full periodic premium.

An additional reserve was made for waiver of premiums benefits equal to the annual
charge made for this benefit.

Deductions were made from the reserves under the following contracts:-

The deduction was the smaller of the linked liability and two thirds of the surrender
adjustment for Maximum Investment Plans and Flexible Investment Plans, and Five
Star High Investment Plans,

The nature, including currency, and the term of the assets were considered
appropriate in refation to the liabilities covered and were taken into consideration in
the determination of the amount of the long term liabilities. The linked assets are
matched closely with the linked liabilities as regards the number of units of each type
allocated 1o policies.

Consideration has been given to the availability of guaranteed insurability options in
respect of the contracts in force. The major class with such options is the Fair Share
Whole Life range of products. Further contracts may be effected without further
evidence of health at specified anniversaries, on the birth of a child, on marriage or on
moving house. The incidence of the exercise of these options for the in force business
has been investigated and is extremely low. Therefore no further additional provision
has been made on this account .,

Where appropriate, the mathematical reserves reflect reserves for guarantees or
expense overrun not otherwise provided for.

The mathematical reserves include a data contingency reserve of £0.475m and a
general contingency reserve of £1.423m.

(a) There were no derivative instruments in the non-linked fund and no additional
allowance was required.

{b} Due regard has been given to the reasonable expectations of policyholders in the
determination of unit liabilities and the non-unit reserves with reference to the terms
and conditions contained in the policy and the statements made in both marketing
and contract literature.

{c} The net premium method has not been used for the valuation of linked business
since this method cannot be applied to linked contracts. For Hospital Cash Plans,
Patients Cash Reserve Plans and Seniorcare Plans, where there are no published
tables, the reserve has been calculated as a percentage of the annual premium.
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{d} Negative reserves have been eliminated to ensure that no contract has been
treated as an asset.

(e} A specific reserve has not been made for future bonuses.

(f) For assets of internal linked funds, provision for tax on unrealised capital gains has
been implicitly included in the unit liability, the latter being equal to the value of the
corresponding linked funds which has been adjusted to ailow for future tax on capital
gains.

(@) (i) The only investment performance guarantee occurs on Fairshare Endowment
Plans (Series 1). The maturity guarantee reserve for these policies was tested using a
model office portfolio closely resembling the actual in force portfolio of the Fair Share
Endowment Plans (Series I) at 31st December 1996. A projection of maturity
guarantee outgo for the portfolio was carried out using the model recommended by
the Maturity Guarantees Working Party of the Institute and Faculty of Actuaries to
simulate unit price performance. *

The parameters used were as follows:-

Number of simulations 10,000
Simulation used for resuit 10th highest

Rate used to discount maturity group 5.15% per annum
Mean of dividend growth {mu {(d}} 4%

Standard deviation of growth {sigma (epsilon) 0.13

Long term dividend yield trend {exp mu {y}) 5% per annum
Dividend yield stabilisation factor {alpha) 0.6

Standard deviation of dividend vield {sigma (eta)} 0.2

Initial gross dividend yield (YpO) 4.10% per annum
{1 - Long term tax rate) (k} 0.80

* (Journal of the Institute of Actuaries, Volume 107, pp 106f)
The projection produced a lower reserving requirement than that made.

{ii) In respect of those Multiple Growth Bonds which have a special minimum
value on surrender of 100% of premiums paid to date (payable in certain extreme
circumstances) it was not considered necessary to incorporate an additional reserve.

(iii} The prices of units in the Option and Pension Deposit funds are guaranteed
not to fall. It was not considered necessary to establish an additional reserve in
respect of these guarantees.

{iv) For non-linked single premium contracts to which guaranteed surrender values
currently apply, the reserve was, if necessary increased so that it is not less than the
current guaranteed surrender value.

{h) The liabilities for all annuities have been increased by 15% for General Annuities
and 8% for Pension Annuities. These provisions also allow for future improvements in
mortality and have been included where applicable in column (9) of Form 51. There
are no other guarantees other than the guarantee of a minimum sum assured on death
for which the basis of the provision made is described in 8 below.

(1) The rates of interest and tables of mortality assumed in the valuation of non-linked
contracts are shown on Form 51.

96




The rates of interest and tables of mortality assumed in the valuation of linked
business are:-

Rate of Interest - 5.15% p.a. (net of tax) for life business and 6.44% p.a. for
pensions business.

Mortality Table - A1967/70 Ultimate, plus an additional allowance for AIDS related
claims on the basis described in paragraph 7.(8).

(2) The mortality tables used have been published.

{3) Almost the whole of the business in force has been written in the UK and it is not
considered necessary to make any alternative assumptions in respect of the smail
amount of overseas business in force.

(4) The percentage increases to the reserves for annuity contracts include an
allowance equivalent to a deduction of 1 year from age on the a{90} table for general
annuity business and 1.5 years from age on the PA(90) table for pension business to
allow for future improvements in mortality.

(5} A specific allowance of £0.420m (£0.03%m after reinsurance) has been made for
the additional risk arising in the future from AIDS related claims.

The calculation of this reserve reflects the methodology referred to in Bulletin number
4 of the Institute of Actuaries Working Party. Accordingly an additional mortality
assumption of 33% of R6A has been assumed.

Consideration has been given to the availability of guaranteed insurability options
under the contracts in force. Further contracts may be effected without further
evidence of health under specified circumstances. It was not considered necessary to
establish an additional reserve in respect of the these options.

(6) In considering the need for a provision, the following assumptions were
considered:-

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

ii} The effects of a 20% fall in fixed interest yields coupled with a 25%
fall in the market values of ordinary shares which are being used to match
the actuarial liabilities.

{7) t was not considered necessary to establish a reserve pursuant to regulation 75(a)
of the Insurance Company Regulations 1994,

{8) Scenario (i) described in sub-paragraph {6) above produces the more onerous
requirement. No reserve has been made pursuant to regulation 75(b} of the Insurance
Company Regulations 1994.

(a) The valuation assumptions described in paragraph 9. incorporate an
assumed immediate fall in unit value 25% and no other changes in the
valuation basis were considered necessary.

{(b) The mismatching reserve was calcuiated by performing a separate
valuation of the matching non-linked assets and liabilities on the
assumption that equities and properties fell by 25% and fixed interest
vields increased by 3%.
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{c} This resulted in the value of matching assets falling by £5.28Tm
and the value of liabilities falling by £5.484m.

{9) No adjustment to rate of interest assumed in the valuation was considered
necessary in view of the nature and extent of liabilities denominated in currencies
other than sterling.

(a) Where applicable, the proportion of the office premium reserved for future
expenses is shown in Form 51.

{b) To provide for future expenses on certain single premium, limited premium and
fully paid contracts, the reserve was increased by the following percentage :-

Guaranteed Growth Bonds and guaranteed benefits under non-linked deferred'annuity
contracts - 1%

Other non-linked contracts {i.e. immediate annuities, School Fees annuities, group
annuities and Isle of man substitute Pian Series IV) - 2%

{c) A prospective net premium method of valuation has not been used for the
following types of assurances where the total liabilities for that type are relatively
small. The reserves for these minor classes were taken as multiples of the single,
annual or equivalent annual premium. The multiples were as follows:-

Group Life Assurance 1.0
Temporary assurances by single premium 1.0

Other risk premium reassurances accepted 1.0

Other reassurances accepted by annual premium 2.0

Hospital Cash Plans 0.3
Seniorcare Plans 0.4

Extra Premiums 1.0

Living Assurance Plans 0.25 + 0.25t
Patients Cash Reserve Pian 0.5 + 0.4t

where t is the curtate duration of the contract, in years.

in the case of Living Assurance Plans, the reserves in respect of the Sum Assured on
death and benefit payable on diagnosis of certain diseases were each taken as one
half of the above reserves.

For policies providing hospitalisation benefits there are no suitable published tables
available and the reserves on the above basis were felt to be adequate. For other
policies approximate reserve values have been calculated on a true unzilimerised net
premium basis using a rate of interest of 4.5% and A67/70 mortality, and using the
whole of the data grouped in a suitable manner. As a result, itis considered that the
mathematical reserves actually held for each category are not less than those that
would be determined on a basis in accordance with Regulations 64 to 75 of the
Insurance Companies Regulations 1994.

d) Not applicable.
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- A1l 4 .

The general principles adopted in the valuation have been described in Section 6.

A non-unit liability is set up sufficient to cover any shortfail of charges for mortality
and expenses. This was calculated separately for each policy. For policies other than
those listed in Section 6(a) a projection produces the expected net non-unit cash flow
in each future year by comparing income of any balance of premium over the amount
invested in units plus management charges with expenditure of expenses, commission
and mortality cost.

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

(a) The following assumptions were used :

Unit Values - Any fall in unit values will reduce the management charge deducted
from the funds and hence increase the reserve required. We have assumed an
immediate fall of 25% in unit values.

Unit Growth - 7.2% gross, 5.5% net per annum is assumed {before deduction of
management charges and allowing for reinvested income}.

No account has been taken of any increases in management charges allowed under
the terms of policies.

The various parameters used are:-

Renewal Expense - A per policy renewal expense plus an allowance for
investment expenses where applicable.

Tax Relief on renewal 20%
and investment
expenses

Inflation - per policy renewal expenses are assumed to inflate at 5.20% per annum.

The gross renewal expense {excluding renewal commission) and fund charges
assumed were as follows:-

Single Premium Bonds with £14.30 renewal expense and 1%/0.50% fund
fixed maximum charges charge.

Linked Bonds £1.59 renewal expense and 1% fund charge

Other Single Premium Bonds  £7.15 renewal expense and 1%/0.50% fund
charge

Personal Bond Funds Renewal expense of £151.,38 plus 0.6914% of
the original single premium where original single
premium exceeds £25,000 and of £37.71 plus
1.1379% of the original single premium
otherwise and fund charge of 1.25% where
there is a surrender reduction and of 1%
otherwise.
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Paid-up unit linked life policies £11.92 renewal expense and 1% fund charge

Directors Pians and Asset
Management Contracts

£20.26 renewal expense and 0.5% fund charge
for Series | and 0.875% fund charge for Series Il
Personal Retirement Plans £14.30 renewal expense and 0.5% fund charge
for Series | and I! and 0.875% fund charge for
Series Il

Fair Share Whole Life Plans
{with and without profits,
single life, joint life First death
and Joint Life last survivor).

£25.03 renewal expense and 1% fund charge.

Fair Share Endowment Plans  £25.03 renewal expense and 1% fund charge.

Lifestyle :-
- regular premium

- Paid-Up policies

Personal Savings Plans

Multiple Investment Programm

Capital Accumulator Plans

Executive Capital Builder
(Series Il and IV}

- regular premium

- single premium

- Paid - Up Policies

Executive Capital Builder
{Series 1)

- regular premium

- single premium

- Paid - Up Policies

Trustee Capital Builder

Optional Pension Builder

Personal Capital Builder
{ Series 1}

- regular premium

- single premium

- Paid - Up Policies

£20.26 renewal expense and 0.75% fund charge
for Series B and zero fund charge for Series L

£9.54 renewal expense and 0.75% fund charge
for Series B and zero fund charge for Series L

£20.26 renewal expense and 1% fund charge.

£3.58 renewal expense and 1% fund charge.

£20.26 renewal expense and 1% fund charge.

£119.20 renewal expense and 1.5% fund charge
£20.26 renewal expense and 0.40% fund charge
£20.26 renewal expense and 1.5% fund charge

£119.20 renewal expense and 0.25% fund
charge

£20.26 renewal expense and 0.40% fund charge
£20.26 renewal expense and 0.25% fund charge

£20.26 renewal expense and 0.25% fund charge

£11.92 renewal expense and 0.875% fund
charge

£52.45 renewal expense and 0.25% fund charge
£14.30 renewal expense and 0.40% fund charge
£14.30 renewal expense and 0.25% fund charge
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10. (1) The per policy renewa! expenses included in paragraph 9 are assumed to inflate at

Personal Capital Builder

{ Series Il )

- regular premium £52.45 renewal expense and 1.5% fund charge
- single premium £14.30 renewal expense and 0.40% fund charge
- Paid - Up Policies £14.30 renewal expense and 1.5% fund charge

Personal Pension Builder

- regular premium £52.45 renewal expense and 1.5% fund charge

- single premium £14.30 renewal expense and 0.40% fund charge
- Paid - Up Policies £14.30 renewa! expense and 1.5% fund charge
Additional Capital Builder

{all Series}

- regular premium £52.45 renewal expense plus 1.5% fund charge
- single premium £14.30 renewal expense plus 0.40% fund charge
- Paid - Up Policies £14.30 renewal expense plus 1.5% fund charge

The reserve in respect of Directors Plans and Personal Retirement Plans was increased
by 20% over the figures calculated using the above basis.

In some cases the above method was applied approximately,

(b} Not applicable since explicit provision has been made for meeting future expenses.

5.2% per annum. Allowance for this has included in the cash flow projections.

{2) The aggregate amount arising during the twelve months after the valuation date
from implicit and explicit reserves made in the valuation to meet expenses in fulfilling
contracts in force at the valuation date was £8.470m. This amount was determined
in relation to the numbers and type of contracts in force and the future expenses
assumed in the valuation which are set out in paragraph 9.

(3) A prudent estimate of the expected new business strain arising in the 12 months
following the valuation date was made. This is based on the planned levels of new
business (in accordance with the terms of the products to be sold} and expenses,
with a margin for prudence. This amount was then compared with a prudent estimate
of the surplus expected to emerge on existing business over the 12 months following
the valuation date. It was demonstrated that the emerging surplus was expected to
exceed the new business strain and as a result it was considered that a reserve was
not required. '

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

Similarly, a prudent estimate was made of the cost of closure to new business 12
months after the valuation date, allowing for expected new business strain arising in
the 12 months following the valuation date to be offset by the surplus expected to
emerge on existing business over the period.

The closed fund reserve was then taken as the greater of these two amounts, No
reserve was necessary as at the valuation date.

101




11. Less than 2% of non-linked liabilities are expressed to be payable in currencies other
than sterling .The non-iinked liabilities expressed to be payable in currencies other
sterling are not matched to any extent by assets in the same currency.

12, REINSURANCE

{1} No reassurance has been ceded on a facultative basis to reassurers who are not
permitted to carry on business in the United Kingdom.

12 (2)

{a

Mercantile
and General

Fortuna

Fortuna

Fortuna

Fortuna

Legal and
General

t' Hooge Huys

t' Hooge Huys

Royal Life

Royal Life

{c)

Yes

No

No

No

No

Yes

No

No

Yes

Yes

d)

The surpius over the Company’s
retention {after the treaty with Legal
and General) of all non-group life
assurance business written to date
Company (three separate treaties with
same reassurer).

A quota share of 50% of Seniorpian
{Hong Kong)

A 25% quota share of certain Fair
Share Endowment and [nvestment
Plans written after 1.4.82.

A 50% quota share of certain Hospital
Cash Plan business written prior
to 1.8.84

A 50% quota share of all Seniorcare
business

A 50% quota share of Fair Share
Whole Life business written between
1.9.74 and 30.9.80

A 50% gquota share of all Seniorplan
business written before 1.8.79

A quota share of between 33 1/3%
and 50% of Seniorplan business
written from 1.8.79

100% of Fair Share Whole Life
business {after treaties with Mercantile
and General and Legal and General)

106

Note 1

Note 1

Note 1

Note 1

3561

Note 2

Note 2

1298

100% of individual and Group immediat O

annuities in the pension business fund
written before 1.1.94

No

Yes

No

No

No

Yes

Yes

No

No

Yes

The Company and the reassurer are connected in respect of the treaties
with Rovyal Life only.
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13.

14.

{e) The premiums payable are expressed in £000's.
Note 1: Total premiums paid to Fortuna across the 4 arrangements totalled
£22,000.
Note 2: Total premiums paid to t'Hooge Huy across the 2 arrangements
totalled £1,5565,000,.

{f} The gquota share reassurance arrangements for U.K. business with Fortuna
and t' Hooge Huys involve the retention of reserves with Rovyal Heritage in
respect of the reassured share.

In the case of linked contracts the amount retained is equal to the
reassurer's share of the unit liability under the reassured policies.

in the case of non-linked contracts the amount retained is equal to the
reassurer's share of the gross amount of the mathematical reserves.

In the case of the treaties with t' Hooge Huys, Royal Heritage retain further
sums of £63,145 and £106,752 in respect of pre and post 1/8/79 business
respectively as an additional margin. Further, t' Hooge Huys are entitied to
any gains on the realisation of assets earmarked for the purpose of the
operation of the treaties. The gross amount of mathematical reserves in
respect of Seniorplan policies have been increased by £1,357,000 in respect
of unrealised gains on such assets.

(g9) No provision has been made.

Subject to the details set out in (f) above all the above cessions are on an original
terms basis, except for the treaty with Mercantile and General and the treaty with
Rovyal Life in respect of Fair Share Whole Life business which are partly on an original
term basis, and partly on a risk premium basis.

Not applicable.

(1) The distribution of profits among policyholders has been determined by the
Directors in accordance with recent practice.

(2} The Company aims to distribute profits amongst policyholders by taking a
proportion of the distributed surplus and allocating this to the hoiders of unit linked
policies by means of an increase in their policy value less any outstanding loans.

Note that:-

{a) the increase in units forms part of the policyholder's entitiement when the policy
is terminated in any way;

{b} holders of all participating policies receive the same proportionate increase in their
policy value less any outstanding loans.

(c) there is no specific aim to smooth the distribution of profits.

{3) The method used is to determine a proportion of the distributed surplus and
allocate this to holders of with profit policies by means of an equal proportionate
increase in their policy vaiue less any outstanding loans.

{4) The bonus policy adopted applied to all the with profits policyholders.

(5) Not applicable.
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16.

17.

18.

19.

20.

21.

22,

23.

With-Profit policies in force at 31.12.96 linked to the Multiple Growth Fund have
been allocated bonuses in the form of additions to the policy value at the rate of
0.98% based on the policy value less any outstanding loans.

No interim bonus payment will be made on claims arising in the period before the next
investigation.

See Forms 46

See Form 47.

See Form 48 and 49.

See Form b3.

(1} See Form 57.

{2) The yield on assets other than equity shares, land and approved securities
was reduced by 2.5% and 1% of that vyield for unapproved securities and other

assets respectively.

{3} Neither equities nor land are notionally hypothecated against non-linked
liabilities which have been discounted in the valuation.

See Form 58.
See Form 60.

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

C D C’Brien
Appointed Actuary
Fellow of the Institute of Actuaries

June 1997
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Returns under Insurance Companies Legislation Form 46
Long term business : Summary of changes in ordinary fong term business
Name of company Royal Heritage Life Assurance Limited
Global business
United Kingdom business
Linked
Financial year ended 31st December 1996
Company
registration Period ended 5
number GL/UK/CM day month year Units UK/OS NLAN
R46 1016269 f GL 3 | 12 1996 £000 UK LN
Life assurance and general Pensions business Permanent health Other business
! annuity ‘
[ [ ! :
\ No of Annual Noa of i Annual No of | Annual No of Annual
I contracts premiumns contracts | premiums contracts premiums contracts premiums
1 2 3 4 5 (2 7 8
In force at beginning of year | 11| 224536 14018 16928 6887 168 3
New business and increases | 12 8592 48 171
Net transfers and other
alterations 'on' 13
Total ‘on’ (12+13) 19 8592 48 171
Deaths 21 1152 41 33 10
Other insured events 22
Maturities 23 1267 155 164 77 131 3
Surrenders 24 23744 1282 353 176 24
Forfeitures 25 40 1 40 6
Conversions to paid-up
policies for reduced benefits | 26 76 487
Net transfers, expiries and
other alterations 'off 27 806 57 112 50
Total 'off (21 to 27) 29 27009 1612 702 806 155 3
In force at end of year
(11+19-29) 39| 206119 12454 16226 6252 3
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Retumns under Insurance Companies Legislation

Long term business : Summary of changes in ordinary long term business
Name of company Royal Heritage Life Assurance Limited
Global business

United Kingdom business

Form 46

Non-linked
Financial year ended 31st December 1996

Company

registration Period ended !

number GLUKICM day month year Units UK/OS  NL/AN

R46 1016269 GL 31|12 | 1996 £000 UK NL
Life assurance i?ynd general Pensions business Permanent heafth Other business
annu
No of Annual No of Annual Noof i Annuai No of Annual
contracts premiums contracts premitms contracts ] premiums contracts pramiums
1 2 3 4 § 6 7 8

In foree at beginning of year | 11 62654 4243 852 76 181 18
New business and increases | 12 82
Net transfers and other
alterations ‘on’ 13 45 1
Total 'on’ (12+13) 19 127 1
Deaths 21 4031 295 34
Other insured events 22
Maturities 23 122 16 2 2
Surrenders 24 928 68 1
Forfeitures 25 68 4 20 7 19 2
Conversions to paid-up
policies for reduced benefits 26 24
Net transfers, expiries and
other alterations "off 27 506 32 2
Total ‘off (21 to 27) 29 5655 439 57 9 21 2
In force at end of year
(11+19-29) 39 56909 3804 922 67 161 16
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Returns under Insurance Companies Legislation Form 46

Long term business : Summary of changes in ordinary long term business
Name of company Royal Heritage Life Assurance Limited
Global business

Overseas business

Non-linked
Financial year ended 31st December 1996
Company
registration Period ended .
number GLUK/CM day month year Units UKIOS NL/LN
R48 i 1016269 GL 31 12 1996 £000 oS NL
i Life assurance and general Pensions business Permanent health | Other business
annuity f
i | : i |
! No of Annual | Noof i  Annual No of Annual No of 1 Annual
contracts premiums contracts premiums contracts premiums contracts premiums
1 : 2 3 4 5 6 7 8
In force at beginning of year | 11 1 18
New business and increases | 12
Net transfers and other 13
alterations 'on’
Total 'on’ (12+13) 19
Deaths 21
Other insured events 22
Maturities 23
Surrenders 24
Forfeitures 25
Conversions to paid-up
policies for reduced benefits 26
Net transfers, expiries and
other alterations "off 27 3
Total ‘off (21 to 27) 29 3
In force at end of year
(11+19-29) 39 1 15
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Retumns under Insurance Companies Legislation Form 48

Long f_term business : Expected income from admissible assets not held to match Jiabilities in respect of linked
benefits

Name of company Royal Heritage Life Assurance Limited
Global business

Financial year ended 31st December 1926

Category of assets Total long term business assets
Company
registration Period ended Category
number GLUK/CM day month year Units of assets
R48 } 1016269 | GL ‘ 31 | 12| 1998 | 000 | 10
! ‘ Value of | Expected Yield %
‘ admissible income from
' assets as shown ©  admissible
Type of asset © onfForm13 assets
1 ‘ 2 3
Land and buildings " 350
| ‘ ! ‘
i ) i T
P - Approved securities 12 39239 3299 7.59
: Fixed interest 5 !
securities i ‘
i Other 13 894 | 84 8.46
Variable yield Approved securities 14
secunties |
(excluding items |
shown at line 16) ‘ Other 15 | |
| Equity shares and holdings in collective investment 16
; schemes
Loans secured by mortgages 17 28 ! 3 10.71
| Producing income 18 19774 1147 5.80
All other assets | :
Not producing income 19 | 1480
I
Total (11 to 19) 29 61875 | 4533 | 6.81
! |
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Returns under Insurance Companies Legislation Form 58
Long term business : Valuation result and distribution of surplus
Name of company Royal Heritage Life Assurance Limited

Global business

Financial year ended  31st December 1996 ?e%'{'s':ﬁa'{}’on Period ended _ Category
number GLIUKICM day month  year Units of surplus
Category of surplus 11: Ordinary Long i
Term Business Rs8 | 1016269 | GL | 31 | 12 | 199 | £000 | 1
i | | | ! i
Fund carried forward 11 775640
Bonus payments made to policyholders in anticipation of a surplus 12
Transters out of fund/ Transfer to non-technical account 13 8631
parts of fund Transfer to other funds/parts of funds 14
Net transfer out of funds/parts of funds (13+14) 15 8631
Valuation result | Total (11+12+15) 16 784271
E Mathematical reserves for accumulating with profit policies 17 |
Mathematical reserves for other non linked contracts 18 25286
Mathematical reserves for property linked contracts 19 746857
Mathematical reserves for index linked contracts 20
Total (17 to 20) 21 772143
Surplus including contingency and other reserves held fowards the
solrfency marging(deﬁciencyt):y(16~21) 29 12128
Balance of surplus brought forward unappropriated from last valuation | 31 2984
T;ansgers into fund/part Transfer from non-technical account 32
of fun
Composition of Transfer from other funds/parts of fund 33
surplus Net transfer into fund/part of fund (32+33) 34
Surplus arising since the last valuation 35 9144
Total (31+34+35) 39 12128
Bonus payments made to policyholders in anticipation of a surplus 41
Cash bonuses _ 42
Allocated to Reversionary bonuses 43 304
policyholders by way of
Other bonuses 44
Distribution of Premium reductions a5
surplus Total allocated to policyholders (41 to 45) 46 304
Net transfer out of fund/part of fund 47 8631
Total distributed surplus (46+47) 48 8935
Balance of surplus {including contingency and other reserves held 49 3193
towards the solvency margin) carried forward unappropriated
Total (48+49) 59 12128
Percentage of distributed surplus aliocated to policyholders of fund/part of fund 61 3.40
Corresponding Latest (year of valuation 1985) 62 3.40
percentage at
three immediately | Farlier  (year of valuation 1994 ) 63 3.40
prelaw?ps
valuations Earliest (year of valuation 1993 ) 64 3.40
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Returns under Insurance Companies Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC %96

NOTES TO SCHEDULES 1 AND 3

*x0901* Section 68 Order/modifying 1996 regulation provisions

The Secretary of State for Trade and Industry, on application of the
Company, issued to the Company in June 1997 an Order under Section 68
of the Insurance Companies Act 1982 allowing the Company to
consolidate details of its internal linked funds for the purpose of
preparing Forms 43, 45 & 55.

The Secretary of State for Trade and Industry on the application of
Royal Heritage Life Assurance Limited issued to the Company in June
1997 an Order under section 68 of the Insurance Companies Act 1982
granting the Company dispensation from completing certain forms for
each of the Company’'s segregated funds.

The DTI wrote on 1 November 1996 to all companies authorised to carry
on long-term insurance business (DD 1996/4), reguesting that the
statements of compliance with published guidance in the Directors’
certificate should consider the Money Laundering - Guidance Notes for
Insurance and Retail products (revised February 1995). The DTI
acknowledged, in that letter, that they did not expect that auditors
will normally be in a position to give an opinion on the
wyreaconableness” of this statement by the Directors. As a result, the
Company has, in common with other long term business insurers, obtained
a Section 68 Order which removes this statement from the scope of the
audit.

The Insurance Companies (Accounts and Statements) Regulations 1996
(“the Regulations”) introduced a new requirement for Directors to
certify, in respect of any internal linked fund or 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. The auditors do not consider that it is practicable to obtain
sufficient independent audit evidence as to the nature of
representations given by an insurance company to policyholders or
potential policyholders. As a result, the Company has, in common with
other long term business insurers, obtained a Section 68 Order which
removes this statement from the scope of the audit.
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Returns under Insurance Companies Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC 96

*0903* Additional Information on Shareholder Controllers

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

1. The following persons have, to the knowledge of Royal Heritage Life
Assurance Limited (the Company), been shareholder controllers of the
Company during the year ended 31st December 1996 in descending order of
barentage:

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

2. As at 31st December 1996, the shareholder controllers held 100% of
the ordinary shares of its immediate subsidiary company together with
the whole of the voting power at any general meeting.

*1001* Reconciliation of net assets to the accounts

The reconciliation of the net assets per the DTI return to the net
assets of the Companies Act accounts is as follows:

1996 19985

£000's £000's
Total admissible assets per Form 13.99 34,273 26,806
(category of assets "1")
Less: Total liabilities per Form 15.59 {(6,170) {(2,768)
Net admissible assets 28,103 24,038
Shareholders interest in the long-term fund:
Deferred tax (79) (337)
Prudential actuarial reserves 6,231 6,377
Inadmissible assets in the long-term fund - 155
Surplus in the long-term fund 3,193 3,139
Fund for future appropriations (319) (314)
Capital and reserves per shareholder 37,129 332,058
accounts

*1310* LTB: Amounts set off

a) In accordance with Schedule 1, paragraphs 8.2 and 8.3, of the
Insurance Companies (Accounts and Statements) Regulations 1996, amounts
shown in Forms 13, 14 and 15 have been calculated by netting amounts
due to any one person against amounts due from that person.
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Returns under Insurance Companies Legislation

Notes tO the Return

Royal Heritage Life Assurance
Limited
rinancial year ended 31 DEC 96

b) Interfund balances which exist betweel the shareholders funds and
1ife funds have peen adjusted by allocating appropriate cash and
deposit balances in asccordance with paragraph 4.27 of prudential
cuidance Note 1995/1 "Guidance notes on the valuation of assels
Regulations”.

#1311+ LTB: Maximum Counterparty limit

The maximum permitted limit to an approved and other than approved
counterparty is the 1limit consistent with the requirement OI
admissibility of assets unless rhe Company agrees otherwise.

x1314* Valuation

Assets are valued in accordance with the Imsurance Companies
Regulations 1994, as amended.

*1403,1501% provision for adverse changes (F14L51/F15L51)

No provision for adverse changes have been made as liabilities are
matched to assets.

x1404% Long Term Business Assets/Liabilities

A provision of £2,012k {1995: £3,263k) has been made for the potential
1iability to tax in respect of unrealised appreciation of investments.
#1601+ Basis of foreign currency conversion

In accordance with paragraph 5, Schedule 1. of the Insurance Companies
(Accounts and Statements) Regulations 1996, long-term pusiness amounts
of income and expenditure in foreign currencies are translated to
sterling at rates prevailing during the yeaxr.

x1700* Form 17 missing for Form 13 Asset Categories 1,>=10

Form 17 has not peen prepared as all entries, including comparatives,
would be blank.
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Returns under Insurance Companieg Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial Year ended 31 pgpe 96

likely to be exercised but the guidelines do not prohibit any such
quasi derivative Contractsg.

value of any assets on Form 13 if these contracts had been closed at
31st December 1996

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

f) The position under d) would not have been Materially different
during the relevant financial yvear,

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

h) A1l derivative assets held during the relevant financial year are
admissible.
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Returns under Insurance Companies Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC 96

*4002* Other Income and Expenditure

Other expenditure of £1,255k shown in Form 40, line 25, represents the
costs arising from the reorganisation and restructure of the business

following the merger of Royal Insurance Holdings plc and Sun Alliance
Group plc on 19 July 1996.

*4008* Management Services

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

*¥*4101* DSS Rebates

DSS rebates are reported in 1996 as single premium. Previously, DSS
rebates were reported as periodic premium.

*4102* Other management expenses

The other management expenses shown in Form 41, line 45, represents

investment management expenses. In 1995 these expenses were netted off
against the investment income.

*4301* Basis for determining Asset Value

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

*4302* Derivative Contracts/Rights & Liabilities

The value of equity warrants held by the funds are as follows:

£000's
Option International Managed 81
Multiple Growth Fund 106
187

The value of convertible loans held by the funds are as follows:

£000's
Option International Managed 1,084
Option Income Distribution 674
Multiple Growth Fund 1,889
3,647
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Returns under Insurance Companies Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC 96

*4401* Brought forward differences

£000's
Reserves c¢/f per 1995 DTI return (Form 51) 926,396
Less 1995 value of Interfund holdings per (190,510)
1995 DTI return (Foxrm 49)
Reserves b/f per 1996 DTI return {(Form 44} 735,886

*4402* Other Income and Expenditure

Other expenditure relates to sundry expenses which includes such items
as audit fees, surveyors fees, bank charges for holding share
certificates, broker management fees.

*4501,5501* Price per unit

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

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC 96

NOTES TO SCHEDULE 4
*4601* Non-Linked Contracts
As at 31 December 1996 there were 3 group life assurance covering

approximately 990 lives and 1 group pension business contract covering
approximately 28 lives.

*4602*% Linked Contracts

As at 31 December 1996 there was 1 group pension business contract
covering approximately 68 lives.

*4603*% Linked Contracts

3 Multi Protection Plans are included in both life assurance and
general annuity and permanent health insurance business.

*4701%*

For linked pensions business the nature of the business makes it
impossible to give a measure of the benefit involved.

*47702%
For non-group contracts, the number of contracts shown of 8,674

(8,430 gingle premium contracts and 244 annual premium contracts),
egquals the number of policies.

*4901%*

Where the borrower has the right to choose the redemption date it has
been assumed that the stock will be redeemed on the earliest possible
date where the market price as at 31 December 1996 is above par.

*5101*

For Hospital Cash Plans and Seniorcare Plans the amount of sum assured
shown is the amount of daily benefit during hospitalisation.
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Returns under Insurance Companies Legislation

Notes to the Return

Royal Heritage Life Assurance
Limited
Financial year ended 31 DEC 96

*5301%*

For PHI business the number of contracts shown in column 4 exceeds the
actual number by 3.

*5302%*

ILF - Internal Linked Fund, AUT - Authorised Unit Trust

*5501%*

In accordance with a Section 68 order issued by the Department of Trade
and Industry the information relating to various individual funds has
been conscolidated under 6 headings:

Personal Bond Funds

Broker Bond Funds

Self Managed Funds

Exclusive Pension Portfolios
Unit Trust Life

Unit Trust Pension

For the purpose of presentation only the unit price for these groups of
funds is shown as £1.

*5701*

The hypothecation of assets between liabilities discounted at different

interest rates has been rearranged to eliminate, where possible,
excesses of liabilities over assets in line 29.
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INFORMATION ON APPOINTED ACTUARY

In accordance with Regulation 31 of the Insurance Companies {Accounts and
Statements) Regulations 19986, the Appointed Actuary of Royal Heritage Life Assurance
Limited, has been requeasted to furnish the particulars required in paragraph 1 of the
Regulation and has accordingly furnished the following statement. The Company has
reviewed the requirements of Regulation 31 and is not aware of any further information
to that provided by the Actuary.

Particulars of Shareholdings

The Appointed Actuary to the Company was interested during the period from
1st January 1996 to 31st December 1996 in the share capital of the ultimate holding
company as follows:-

1st January 1996 Fully 31st December 1996

paid shares in Royal Fully paid shares in

Insurance Holdings Plc *Royal & Sun Alliance
Insurance Group Plc

i}y 25p Ordinary Shares

- in own name 23,798 25,392
- held under employee share 1,604 2,311
scheme
i) Optiens in 2bp Ordinary Shares 41,180 51,862

under employee share option schemes

* |In July 1996 Royal Insurance Holdings Plc and Sun Alliance Group Plc merged to form
Roval & Sun Alliance Insurance Group Plc.

Particulars of Pecuniary Interests

There is one long-term insurance contract in existence between the Appointed Actuary
and companies in the Royal & Sun Alliance Group Plc effected on normal staff terms.
The total Annual Premium for this life contract is £10 .

Particulars of Remuneration, Benefits, Directors Emoluments, Pensions_or Compensation
The aggregate amount receivable by way of remuneration and the value of other
benefits under a contract of employment with Royal Life Insurance Limited during 1996

was £103,069.

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

Note:

The above information relates to Mr C.D. Q'Brien, the Appointed Actuary during 1996.
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Certificate required by Regulation 28(a) of the Insurance Companies (Accounts and Statements)
Reguilations 1996.

Name of Company: Rovyal Heritage Life Assurance Limited

Global Business

Financial Year ended: 31st December 1296

We certify:

1. (a) Inrelation to the part of this return comprising Forms 9, 10, 13 to 17, 40 to 45 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 cbtained by the company; and

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

o)

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

{d) in relation to the statement required by Regulation 31:

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

(i) that the information given has been obtained in conformity with that Regulation.

2. The required margin of solvency has been maintained throughout the financial year in
question.

4 a) that the requirements of Sections 28 to 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 of the Insurance Companies Act 1982, 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 not been applied other than for the purpose of the long term business:

b} that any amount payable from or receivable by the long term business fund of the
company in respect of services rendered by or to any other business carried on by the
company or by a person who for the purposes of Section 31 of the 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 for other
assets of the company has been made at fair market vaiue;

¢) that no guarantees have been given of the performance by a related company which
would fall to be met by the long term business fund;
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d) in respect of the internal linked funds maintained by the company, that, to the best of
our knowledge and belief, the investment policy and practice of the company was
during the financial year in question consistent with any representations made to policy
holders or potential policy holders of the company;

e} that the return in respect of long term business is not distorted by agreements with any
other company carrying on insurance business with which the company has financial,
commercial or administrative links or by any arrangements which could affect the
apportionment of expenses and income; and

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

5. {a} that the systems of control have been established and maintained which complied at
the end of the financial year with the following published guidance:

Prudential Guidance Note 1994/6 - "Systems of control over the investments {and
counterparty exposure) of insurance companies with particular reference to the use of

derivatives"

"Money Laundering - Guidance Notes for Insurance and Retail Products” (revised
February 1995]) issued by the Joint Mconey Laundering Steering Group

and it is reasonable 1o believe that those systems continued to so comply subseguently
and will continue to comply in the future; and

{b) the return has been prepared in accordance with the following published guidance
Prudential Guidance Note 1985/1 "Guidance notes on the valuation of assets
Regulations™
Prudential Guidance Note 1995/3 "Use of derivative contracts in insurance funds".

Prudential Guidance Note 1996/3 "The preparation of annual returns to the Department
of Trade and Industry”

R CALVER DIRECTOR

J C HANCE  DIRECTOR

D R PARRY MANAGING DIRECTOR

June 1997
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APPOINTED ACTUARY'S CERTIFICATE

a) i)

ii)

iii)

iv)

v)

b)

| certify that:

in my opinion proper records have been kept by Royal Heritage Life Assurance
Limited adequate for the purpose of the valuation of the liabilities of the long
term business of the company, on the basis that such valuation includes a data
contingency reserve; and

the mathematical reserves as shown in Form 14 for the company constitute
proper provision at 31st December 1996 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 including any increase in those
liabilities arising from the distribution of surplus as a result of the investigation as
at 31st December 1996 into the financial condition of long term business, and

for the purposes of the statement in (ii) above the liabilities of the company have
been assessed in accordance with Part IX of the Insurance Companies
Regulations 1994 in the context of assets valued in accordance with Part VIl of
those Regulations, as shown in Form 13, and

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

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

the amount of the required minimum margin applicable to the company's long
term business immediately following the end of 1996 (inciuding any amounts
resulting from any increase in liabilities arising from a distribution of surplus as a
result of the investigation into the financial condition of long term business) is
£5,810,000.

C D O’Brien
Fellow of the Institute of Actuaries
APPOINTED ACTUARY

June 1997
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Report of the auditors to the Directors pursuant to Regulation 29 of the Insurance
Companies (Accounts & Statements) Reguiations 1996

ROYAL HERITAGE LIFE ASSURANCE LIMITED

Global business

Financiai year ended 31 December 1996

1. We have audited the documents prepared by the company pursuant to section
17 of the Insurance Companies Act 1982 ("the Act") which are required to be
audited by Regulation 29 of the Insurance Companies (Accounts & Statements)
Regulations 1996 {"the Regulations”), as modified by Orders issued by the
Secretary of State on 4 June 1997 and 6 June 1987. These comprise Forms
9,10,13 to 17 and 40 to 45, the statement furnished pursuant to Regulation 23
on page 156, the supplementary notes on pages 153 to 158, and the certificate
provided in accordance with regulation 28(a) on pages 162 and 163 ("the
certificate”). In the case of the certificate, our audit did not extend to:

(i} paragraph 1 of the certificate in relation to the statements required by
Regulation 24 and 31;

(i} paragraph 4(d} of the certificate in relation to paragraph 4{d) of
Schedule 6 to the Reguiations; and

{iii) paragraph 5{a) of the certificate in relation to compliance with the
Money Laundering - Guidance Notes for Insurance and Retail Products
under paragraph 5(a) of Schedule 6 to the Regulations.

Respective responsibilities of the company and its auditors

2. The company is responsible for the preparation of returns under the provisions of
the Act and the Regulations. It is our responsibility to form an independent
opinion, based on our audit, on those parts of the returns which are subject to
audit by virtue of Regulation 29 and to report our opinion to you.

Basis of opinion

3. We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the documents specified by
Regulation 29. It also includes an assessment of the significant estimates and

judgements made by the company in the preparation of the documents specified
by Regulation 29.

4, We planned and performed our audit 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 documents specified
by Regulation 29 are free from material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion we also evaluated whether
the documents have been prepared in the manner specified by the Regulations
as modified and fairly stated the information provided on the basis required.

5. In giving our opinion we have relied on:

{a) the certificate of the actuary on page 164 with respect to the
mathematical reserves and the required minimum margin; and

{b) the identity and value of implicit items as they have been admitted in
accordance with regulation 23(5} of the insurance Companies
Regulations 1894,
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6.

Note:

Opinion

In our opinion:

(&) the Forms, statement and supplementary notes have been properly
prepared in accordance with the provisions of the Reguiations, 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

{iiy it was not unreasonable for the persons giving the certificate to have
made the statements therein,

Coopers & Lybrand
CHARTERED ACCOUNTANTS
AND REGISTERED AUDITORS

June 1997

The Order issued by the Secretary of State on 6 June 1997 referred to in this
report has the effect of removing from the scope of the audit the statements
made in the certificate required by paragraph 4(d) of Schedule 6 to the
Regulations and by paragraph 5(a) thereof insofar as it relates to compliance
with any published guidance in respect of money laundering. These
statements appear in the present certificate as paragraphs 4{d) and 5(a).
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Annual Retumns to the Department of Trade & Industry
under the Insurance Companies Act 1982 and the
Insurance Companies (Accounts and Statements) Regulations 1996
for the year ended 31st December 1996

Long Term Business

¥

General Accident




